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“Yearto-date,
base revenues
are 3.8% higher
than last year. In
total yearto-
date General
Fund colle c tions
are $27.5 million
above the
January Base line

forecast.”

Thisreporthasbeen
prepared forthe Arizona
legislature by the Joint
Iegislative Budget
Committee Staffon
Aprl 19, 2013.

Summary

March General Fund revenue collections totaled
$563.4 million. Excluding one-time adjustments,
revenueswere (1.7)% below the prioryear.

Asistypically seen, the March results are diffic ult
to interpret due to the continued processing of
income taxretums. A growth in Individual
Income Thx refundscontributed to the March
decline in revenues.

In addition, a technic altiming issue related to
the Insurance Premium Tax (the state’s 4th largest
General Fund revenue source) furthercaused
base revenuesto decline compared to the prior
year.

Yearto-date,base revenuesare 3.8% higher
thanlastyear. ntotal yearto-date General
Fund collections are $27.5 million above the
January Baseline forec ast.

Whetherrevenuesremain above forecast
through the remainderofthe budgetyearwil
largely depend on the Aprlrevenue results. The
state processesthe bulkofits ndividual and
Comorate hcome Thx payments and refunds
during this month and May. I partic ular, the
Federalfiscalcliff inc entivized taxpayers to take
capitalgainslast December, which adds further
uncertainty to collectionsin Aprland the
remainderof FY 2013.

In comparson to revenue of $563.4 million,
March 2013 General Fund spending was $363.6
million, or$17.7 millon above lastyear.

Hscalyearto-date, General Fund revenuesof
$6.3 billion have been offset by $6.9 billion in
General Fund spending.

onthly Fisc al Hig hlig hts

Apnl 2013

The state’sfiscalhealth can also be measured
by the operating fund balance. The state pays
its bills out o f the operating fund balance, which
consists ofthe General Fund and certain
dedicated funds. Asofmid-Aprl 2013, the
operating balance is $2.0 billion.

Aprl FAC Summary

The Finance Advisory Committee (FAC) meton
Apnl 11,2013 to update its 4-sec torrevenue
forecast. The FAC isa 15-memberpanelof
private and public sectoreconomists and their
views serve asone ofthe 4 equalinputs into
JIBC’s Consensus Baseline revenue forecast. The
remaining 3 inputs are the JIBC Staffforecast
and 2 Univesity o f Arizona (UA) models. The
Consensusforecast providesa perspective on
base revenue, which refle c ts unde lying
economic conditonsand doesnotinclude
factorssuch astaxlaw changesand Uban
Revenue Sharng.

The FAC heard presentations on General Fund
Revenue collections, the US. economy, and
state cash flows. The JIBC Staffprovided
members with revised FY 2013 - FY 2016 fiscal
estimatesbased on the updated 4-sector
revenue forecast and future spending estimates
aspreviously outlined in the JIBC Baseline
released in January.

The overallrevenue forecast from the Aprnl FAC
meeting declined slightly from the priorJanuary
meeting. Ofthe 4 inputs, 3 (JIBC, UA Base, and
FAC) showed declinescompared to the January
projections, with the decreasesranging from
(0.1)% to (0.6)%. In contrast, the UA “low risk”
forecastincreased by 0.5%. The finalresult of
the se offsetting changesisthatthe FY 2014
Consensus forecast remained unchanged from
the January FAC meeting ata levelof 4.9%.
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“It is diffic ult to
interpretyearto-
date income tax
colle ctions in the
middle of tax-

filing se ason.”

Summary contnuea)

In general, the FAC panelistsacknowledged that
while underying economic conditions had
mproved, sequestration and otherfederal
budgetissuescontinue to pose challenges.

Table 1below outlinesa comparison of the se
projec tions:

Table 1
Comparison of January and April FAC Forecasts
FY 13 FY14 FY15 FY16
January 4-
Sector 4.0% 49% 5.9% 6.2%
Aprnl4-Sector 4.0% 4.9% 6.1% 5.6%

The netresult ofthe Aprilforecast would be to
reduce the 4-yearGeneral Fund revenue
forecast (FY 2013 — FY 2016) by $(30) millon when
compared to the January Baseline projec tions.

March Revenues

Classmom Site Fund Report

The JIBC Staffis annually required to detemine
by March 30 the estimated K12 Classroom Site
Fund (CSF) perpupilamount forthe upcoming
budgetyear. The CSFisfunded from the
Proposition 301 0.6¢ sales tax. Public schools will
receive $310 perweighted pupil from the CSFfor
FY 2014 from both a cash and "budgetcapacity”
perspective.

The $310 perpupilamount would be
substantially higherthan the $257 cash and $227
'budgetcapacity" FY 2013 perpupilamounts
because of projected growth in Proposition 301
salestaxrevenues, higherendowment eaming
distributions underProposition 118 and lower SFB
Proposition 301 bond debtservice costsdue to a
recent refinancing.

Table 2
General Fund Revenues ($ in Millio ns)
FY 2013 Difference From Difference
Collections Baseline Forecast From FY 2012
March $ 563.4 $ 11.8 $ (62.9)
Yearto-Date $6,312.4 $ 27.5 $ (43.5)

Sales Tax collec tionsof $374.6 millon were 0.6%
above March 2012 and $(11.9) milion below the
Baseline forec ast forthe month.

Yearto-date, salestaxcollectionsare 4.3%
above the prioryearand are $5.5 millon above
forec ast.

Tabl 3 displaysthe March growth rates forthe
largestcategores.

Table 3

Sales Tax Growth Rates

Compared to PdorYear

March YID

Retail 3.8% 6.1%
Contrac ting 5.7% 3.1%
Utilitie s (11.6)% 1.9%
Use (12.3)% (2.5)%
Restaurant & Bar 0.7% 5.7%

Retailand contracting togetheraccountfor
almost 60% ofallsalestaxrevenues. March

retail, which reflects February sales, increased
by 3.8%.

IndividualIncome Tax netrevenues were $65.8
million in March, which was $(6.5) milion less than
the proryear. Collectionswere $27.7 milion
greaterthan the Baseline forecast. Yearto-date,
revenueshave grown 7.9% and are $38.3 milion
above forecast. Iis diffic ult to interpret yearto-
date income taxcollectionsin the middle oftax-
fiing season.

Asindicated n Table 4, withholding was up 4.3%
in March. The March increase brings
withholding tax collec tions forthe fiscalyearto
3.7% overthe prioryear. Thisamountis $7.0
million above the Baseline forecast.

Btalestimated and finalpaymentsof $52.7
million were 12.3% above lastyear, and were
$0.9 milion above forecast. Yearto-date,
paymentsare $(7.7) milion below the forec ast.

Refundsof $(281.6) millon were $24.3 million
greaterthan lastyearsamount. Yearto-date,
refundsare $39.0 milion below forec ast.
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March Revenues (continued)

than salesin the prioryear. Yearto-date ticketsales
Table 4 are $505.5 millon, which is 4.3% above lastyears
Individuallncome ’]hx'Gmwth Rates sales. While yearto-date saleshave increased, net
Compared to PriorYear General Fund revenuesactually declined due to an

increase in the paymentofdebtservice forthe Iottery

March YID i :
Withho lding 4.3% 37% Revenue Bondsissued in FY 2010.
Estimated +
Fnal Payments 12.3% 3.0% Non-General Fund
Refunds 9.5% (7'5)%

Highway User Re venue Fund (HURF) re venues c o nsist
ofgasoline and use fuel(diesel) tax, motorcamierfees
(commercialcamers), vehicle license tax and
registration fees, and varousotherfees. HURF
collections 0of$100.3 million in March were down $(2.8)
milion, or(2.8)%, compared to Marchoflastyear.
Yearto-date revenuesare (0.6)% below collectionsin
the prioryear.

Corporate Income Taxnetcollections were $75.4 million in
March, which is $9.5 milion greaterthan the prioryears
netcollections. Collectionsforthe month were $6.3 milion
above the forecast. Year-to-date,collectionsare down
(6.7% and are $(3.5) milion below forec ast.

The Iottery Commission reportsthat March ticket sales
were $70.0 million, whic h is $(8.4) million, or(10.7)%, le ss

Table 5
L]
L]
General Fund Revenue
. .
Change from Previous Yearand January Baseline Forecast
March 2013
Cument Month FY 2013 YID (Nine Months)
Change From Change from
Actual March 2012 Baseline Forecast Actual March 2012 Baseline Forecast
March 2013 Amount Percent Amount Percent March 2013 Amount Percent Amount Percent
Taxes
Salesand Use - Base* $298,125,466 $953,629 0.3 % ($13,084,541) (4.2) % $2,825,925,064 $109,868,513 4.0 % ($5,251,868) 0.2) %
-1l¢ ncrease® 76,430,417 1,211,604 1.6 1,213,733 1.6 713,351,753 37,081,462 5.5 10,789,576 1.5
Income - Individual 65,790,079 (6,501,288) (9.0) 27,748,861 72.9 2,318,012,286 168,739,260 7.9 38,323,491 1.7
-Comorate 75,400,429 9,512,205 14.4 6,319,572 9.1 404,476,410 (28,962,011) (6.7) (3,480,308) (0.9)
Property 615,671 (192,907) (23.9) (384,329) (38.4) 9,082,374 (2,193,445) (19.5) (1,352,908) (13.0)
Iuxury - Bbacco 1,891,419 (39,566) (2.0) ) 0.0 18,384,640 (1,684,862) (8.4) (886,322) (4.6)
- Liquor 2,872,322 443,518 18.3 0 0.0 23,616,518 1,633,636 7.4 (806,669) (3.3)
Insurance Premium 67,711,409 (18,449,422) (21.4) (12,288,591) (15.4) 220,585,957 (28,377,187) (11.4) (17,899,557) (7.5)
Esta te 0 0 - 0 - 0 (200,825) (100.0) 0
OtherTaxes 1,063,213 (123,574) (10.4) 3,660 0.3 1,409,891 (139,540) (9.0) (90,109) (6.0)
Sub-Total Taxes $589,900,425 ($13,185,801) (2.2) % $9,528,365 16 % $6,534,844,893 $255,765,001 41 % $19,345,326 03 %
OtherRevenue
Iottery 5,019,040 (442,700) (8.1 19,040 0.4 31,628,960 (8,653,960) (21.5) 580,760 1.9
License, Feesand Permits 2,164,740 (537,470) (19.9) (235,260) (9.8) 21,813,049 908,666 4.3 756,986 3.6
Intere st 2,561 (163) (6.0) (7,439) (74.4) 4,909,228 2,801,522 132.9 4,866,583
Salesand Sewices 2,184,002 31,098 14 84,002 4.0 21,342,508 832,595 4.1 571,016 2.7
OtherMiscellaneous 3,890,960 1,856,230 91.2 390,960 11.2 21,692,848 (3,270,308) (13.1) (368,310) (1.7)
Disproportionate Share 0 0 - 0 - 0 0 - 0
Transfers and Reimburse ments 2,473,647 1,992,082 413.7 1,973,647 394.7 10,362,269 (2,333,647) (18.4) 1,705,058 19.7
Sub-Total OtherRe venue $15,734,950 $2,899,077 226 % $2,224,950 16.5 % $111,748,862 ($9,715,132) (8.0) % $8,112,093 78 %
TO TAL BA SE REVENUE $605,635,375 ($10,286,724) a7 % $11,753,315 2.0 % $6,646,593,755 $246,049,869 3.8 % $27,457,419 04 %
OtherAdjustments
Uban Revenue Sharng (42,798,670) (7,430,050) 21.0 ) 0.0 (385,188,030) (66,870,450) 21.0 0 0.0
Budget Plan Tansfers 534,670 (45,157,392) (98.8) 0 0.0 50,960,597 (209,801,778) (80.5) 0 0.0
Tax Amne sty 0 0 -- 0 -- 0 (12,867,428)  (100.0) 0
Sub-Total Other Adjustments (42,264,000) (52,587,442) - % 0 0.0 % (334,227,433) (289,539,656) 647.9 % 0 0.0 %
TO TAL G ENERALFUND REVENUE $563,371,375 ($62,874,166) (10.0) % $11,753,315 2.1 % $6,312,366,322 ($43,489,787) 0.7) % $27,457,419 0.4 %
Non-General Funds
Highway User Revenue Fund $100,260,463 ($2,836,151) (2.8) % ($3,454,731) (3.3) % $896,316,747 ($5,614,755) 0.6) % ($11,026,344) (1.2) %

*TotalMarch collections including the temporary 1¢ increase approved by the voters in May 2010 were $374.6 million. This amountis $2.2 million, 0r0.6%, above March 2012 and $(11.9) million, or(3.1)%, below forecast.
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“[The ] U.S.
Consumer
Confidence
Index shrank by
(12.2)% in Marc h,
erasing mostof
its Fe bruary

gains.”

Recent Economic Indicators

NATIONAL

The Conference Board’s U.S. Consumer
Confidence Index shrank by (12.2)% in March,
erasing mostofits February gains. The
decrease also represents the largest yearover
yearpercentage drop since October2011.
Most ofthe index’ s sub-indicesdecreased in
March, though fearsaboutfederalsequester
impactsand rising gasprices were thought to
be the largest dragson confidence.

The Conference Board’s U.S. Ieading Economic
Index increased by 0.5% in February and 2.0%
above the measure in February 2012. While 8
0of 10 sub-indicesincreased during the month,
the index’sgain was mostly the resultof
increased buiding pemitsand an improved
interest rate spread. Consumerexpectations
and ordersofnon-defense capitalgoods were
the only 2 componentsofthe indicatorto
worsen during February.

The Se mic onduc torIndustry Association (SIA)
reported that Semic o nduc torBilling s (3-month
moving average) in the Americasdecreased
(6.2)% in February, to $4.48 bilion. While a
monthly decrease is ¢c onsiste nt with se a sonality
of sales, this re pre se nts the large st monthly
percentage decrease since December2008.
Semiconductorsare Arizona’slargest

inte mationalexport ind ustry.

Consumerprices, asmeasured by the U.S.
ConsumerPrice Index (CPD), decreased (0.2)%
in March though stillgrew 1.5% above the prior
year. Gaspricesretreated by (4.4)% in March
aftergrowth 0f9.1% in the priormonth. The

impactofthe month’sgasprice decreaseswas

partially offset by a 0.1% increase in core

inflation (allpricesexceptforfood and energy).

ARIZONA

The FederalReserve BankofPhiadelphia’s
coincidentindex gaugescumenteconomic
activity in each state. The indexcombines 4
indicators: employment, average hours worked
in manufac turing, unemploymentrate, and
inflation-adjusted wages.

In February, 45 out 0f 50 stateshad increasesin
theircoincidentindexes. Arizona’scoincident
indexincreased by 0.2% compared to the prior
month. Yearoveryear, the Arizona indexis 1.9%
above last year, which is the thirty-sixth highe st
growth rate in the country. While thisis a

signific ant imp1 ve me nt, Arizona’s ind e x is still
(10.7)% below itspeak, which occuned in
August 2007. See Appendix A —Thac king
Anzona’s Recovery foradditionalhistoric al
info ma tio n.

The Federal Reserve Bank of Philadelphia also
publishes a leading index foreach state that
forecastseconomic conditions forthe next6
months. In addition to the coincidentindex,
Arnzona’sleading indexisbased on Arzona
housing pemits, Arizona initialunemplo yment
msuranc e c¢laims, national manufac turing
delivery times, and the interest rate spread
between the 3-month and 10-yearTe asury
nstrume nts.

Using a 3-month average, Arizona’sleading
imdexprwjectsthatstate GDPwilgrow atan
annualized rate 0f2.3% overthe next 6 months.
Thisisunc hanged from the revised 2.3% gro wth
pmojection in January and lowerthan the 3.3%
projection in February 2012.

Ho using

The numberofMaricopa County pending
foreclosures decreased from 10,596 in
February to 10,189 in March. The March total
is sig nific antly below the peakin December
2009 (51,466). See Appendix A — Tuc king
Anzona’s Recovery.

The totalhousing inventory in the Greater
Phoenixarea decreased from 21,863 in March
2012 to 20,729 in March 2013, a (5.2)%
decrease. This continuesthe declne in
inventory that started in January 2011.
Asthe supply of housing hasdeclined, the
price hasincreased. In the Metropolitan
Phoenix area, the median price of a single
family home was $170,000 in February. This
representsa 4.3% increase from January and
a 36.5% increase from Februaryoflastyear.

Anothermeasure ofthe health of the Arnzona
realestate market is pemitting activity. For
the 3-month period through February, a total
0f 1,174 single-family building pemits had
beenissued statewide, a 21.0% increase from
last year. While pemitting activity hasseen
gains, the currentlevelof pemitting remains
farbelow a more normal3-month average of
3,000 to 4,000 permits. See Appendix A —

Tac king Anzona’s Recovery.
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Recent Economic Indic ators continuea

“Overall,
AHCCCS
caseloads are
cumently (1.9)%
below Apnl 2012

levels.”

The multi-family housing sectorhasalso seen
gains, with the 3-month period ending in
February resulting in a totalof 753 multi-family
building pemits being issued in the state.
However, this figure remains wellbelow the
peakofactivity in Aprl 2007.

Employment

The state gained a totalof 16,600 nonfarm jobs
between February and March. The private
sectoradded a netof17,900 jobsin March
whereasthe govemmentsectorlost (1,300)
jobs. The largest contributionsto March’s
month-overmonth netjob gain came from the
following sectors: leisure and ho spitality
(+7,100), professionaland business services
(+2,900), construc tion (+2,600), and trade,
transportation and utilitie s (+2,400).

Compared to March 2012, nonfarm employment
wasup by 1.8%, or45,100 jobs. This is the second
month ofbelow 2%, yearoveryearnonfam job
growth afterFebruary’semployment gain was
revised downward (2.0% to 1.9%). The largest
yearoveryearnetjob gainscame from the

follo wing industrie s: leisure and ho spita lity
(+9,900), c onstruc tion (+7,900), trade,
transportation and utilitie s (+5,600), and
education and health servic es (+5,600).

Se Appendix A —Tac king Anzona’s Recovery.

State Agency Data

At the beginning of April, total AHCCCS
caseloadsequaled 1.27 million members, a
0.5% increase from the priormonth. Overall,
AHCCCScaselbadsare currently (1.9)% below
April 2012 levels. The traditonalacute care
AHCCCSpopulation, which c onsists primanly of
lowerincome chidren and theirparents,
increased by 0.5% sinc e last month and
decreased (0.3)% from a yearago. The total
population in this program is almo st 900,000.

The childlessadult program hasnotallowed
new participants since July 2011. This
population hasdeclined (145,445) since then to
79,047. Asa whole, the Propo sition 204
program hasdeclined (1.0)% compared to the
priormonth, and (19.9)% from the prioryear.
KdsCare Iprovidescoverage for7,617 chidren
with incomesabove those in the traditional
population. Esenrmllment hasdeclined since a
freeze wasimplemented in January 2010.

Enrollmentdeclined (1.0)% compared to the
prormonth and (31.6)% from the prioryear.

Be ginning on May 1, 2012, AHCCCSbegan a
new program, entitled KidsCare II, whic h
providescoverage forchidren up to 175% of
the Federal Poverty Ievel The state match is
provided by voluntary payments from political
subdivisions. Asofthe begmnning of Aprl 30,
2012 chidren were enrolled in KidsCare IL

There were 37,630 TANFre cipients in the state in
February, a monthly caseload decrease of
(2.5)%. Year-over-year, the numberof TANF
recipientshasdeclned by (4.6)%. The statutory
life time limit on ¢ ash assistanc e is 24 months.

The appropration forTANF c ash assistanc e in
the FY 2013 budgetfundsa caseload of
approximately 36,200 recipients in FY 2013.

The Supplemental Nutrition Assistance Program
(SNAP), formery known asFood Stamps,
providesassistance to low-income households
to purchase food. In February, there were a
total1.1 milion food stamp recipientsin the
state, a (0.7)% decrease from the priormonth.
Compared to the same month lastyear, food
stamp participation wasdown by (1.5)%. The
numberof SNAPrecipientsbegan increasing
steadily in July 2007, afterseveralyearsin the
550,000 to 575,000 range.

The 3-month average count ofthe Department
of Conections (ADC) inmate population
increased to 40,085 inmatesin March 2013.
Relative to the prior3-month period, the
population hasincreased by 40 inmates.
Compared to a yearago, the population has
increased by 168 inmates.
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Recent Economic Indic ators continuea

Table 6
ECONOMIC INDICATORS
Change From Change From
Indicator Tme Period Cunent Value PriorPeriod PriorYear
Arizona
-Unemployment Rate (SA) March 7.9% 0.0 % (0.5)%
- Initial Unemployment Ihsurance Claims March 18,518 3.7% (9.8)%
- Unemployment Ihsuranc e Recipients March 36,956 2.1)% (29.4)%
- Non-Farm Employment - Thtal March 2.51 million 0.7% 1.8%
Manufac turing March 155,200 0.2% 0.7%
Construc tion March 119,900 2.2% 7.1%
- Average WeeKkly Hours, Manufac turing February 40.5 1.8% (1.9)%
-Contracting TaxReceipts (3-month average) Jan-Mar $33.0 million (3.9% 2.8%%*
-RetailSalesTaxReceipts (3-month average) Jan-Mar $170.0 million (0.7% 6.8%*
- Resid e ntial Building Pe mits (3-month moving average)
Sing le -fa mily Dec-Feb 1,174 1.9% 21.0%
Multi-unit Dec-Feb 753 4.2% 50.3%
-GreaterPhoenix Home Sales
Sing le -Family February 7,353 6.0% (10.2)%
T wnho use/Condominium February 1,216 10.5% (14.6)%
- GreaterPhoenix Median Home Price
Sing le -Family February $170,000 4.3% 36.5%
T wnhouse/Condominium February $108,000 6.4% 39.4%
- GreaterPhoenix S&P/Case-Shiler Home Price Index January 126.69 1.1% 23.2%
(Jan. 2000 = 100)
- Foreclosure Activity, Maricopa County March 10,189 (3.8)% (43.5)%
Pending Foreclosures (Ac tive Notic es)
- GreaterPhoenix T tal Ho using Inve nto ry, (ARMLS) March 20,729 (4.6)% (5.2)%
- Phoenix Sky Hatbor AirPassengers February 3.06 million (5.5)% (2.71)%
-Revenue PerAvailable HotelRoom February $77.16 32.7% 8.7%
- Arizona Average Natural Gas Pric e January $4.43 (7.71)% (14.0)%
($ perthousand cubic feet)
- Arizona ConsumerConfidence Index (1985 = 100) 4th Quarter2012 71.3 3.9% 24.0%
- Arizona Coincident Index (July 1992 = 100) February 181.15 0.2% 1.9%
- Arnzona Ieading Index -- 6 month projected growth rate Dec-Feb 2.3% (0.1)% (1.0)%
- Arizona PersonalIncome 4th Quarter2012 $240.2 billion 2.1% 4.8%
- Arizona Population July 1, 2012 6.55 million N/ A 1.3%
-AHCCCSRecipients April 1,269,693 0.5% (1.9)%
Acute Care Traditional 885,663 0.5% (0.3)%
Prop 204 Childle ss Ad ults 79,047 (3.2)% (39.6)%
OtherProp 204 147,871 0.2% (2.9)%
KidsCare 7,617 (1.0)% (31.6)
KdsCare I 30,201 6.8%
Iong-Tem Care — Ededy & DD 53,286 0.2% 2.2%
Emergency Sewices 66,008 3.6% 12.7%
- TANF Re ¢ ipie nts February 37,630 (2.5)% (4.6)%
-SNAP (Food Stamps) Recipients February 1,101,324 (0.7)% (1.5)%
-ADC Ihnmate Growth (3-month average) Jan-Mar 40,085 40 inmates 168 inmates
- Probation Caseload
Non-Maricopa February 17,780 (92) (589)
Maricopa County February 25,334 261 (147)
United States
- Gross Domestic Product 4t Quarter2012 $13.7 trillio n 0.4% 1.7%
(Chained 2005 dollars, SAAR) (3rd Estimate)
-ConsumerConfidence Index (1985 = 100) March 59.7 (12.2)% (14.1)%
-Ieading Indicators hdex (2004 = 100) February 94.8 0.5% 2.0%
- US. Semic onductorBillings (3-month moving average) Dec-Feb $4.48 billion (6.2)% 1.6%
-ConsumerPrice Index, SA (1982-84 = 100) March 232.3 (0.2)% 1.5%

*Adjusted forl¢ salestax



JIBC Me e ting

Atits March 26, 2013 meeting, the Joint Le gislative
Budget Committee considered the following issues:

Arizona Department of Administration — Review of
Automation Projects Fund — The Committee gave a
favorable review to the department’s $70 million
expenditure plan to replace the state’sfinancialand
accounting system, the Arizona Financial Information
System (AFIS). The favorable review included stipulations
requiring additionalreportson the quarterdy progresson
the project, estimated ongoing maintenance costs, and
any expendituresofa $4.1 million contingency
allocation.

JCCRMeeting

Atits April 2, 2013 meeting, the Joint Committee on
Capital Review considered the follo wing issues:

State Department of Comections — Review of Revised FY
2013 Building RenewalAllocation Plan —'The Committee
gave a favorable review ofthe Revised FY 2013 Building
RenewalAlocation Plan thatreallocates $1,000,000 to
build in-patientcare specialuse bedsat the Tucson-
Rinc on unit.

State Department of Comections — Review of Purchase of
Marana Private Prison —'The Committee gave a
favorable review of ADC'sproposed plan to purc hase
the Arizona State Prison (ASP)-Marana ata costof
$150,000 from its cument private operatorin October
2013 . lhaccordance with currentlaw, JCCRrequested
that ADC submit its Re q ue st for Pro po sals (RFP) to
operate ASP-Marana forreview by the Joint

Iegislative Budget Committee (JIBC).

Attomey General- Review of Allocation of Settle ment
Monies — State v. Glaxo SmithKline, IIC —'The Committe e
tabled review ofthe allocation plan forthe $3.0 million
consentjudgment against Glaxo SmithKline, IIC, until the
Attomey Generaldevelopsa specific plan forthe $2.4
million in reme diation funds from the se ttle me nt.

Attomey General- Review of Allocation of Settlement
Monies — State v. Pfizer, Inc. —'The Committee gave a
favorable review to the allocation plan from the $1.7
million c onsent judgment with Pfizer, Inc. The settlement
willbe deposited into the ConsumerFraud Revolving
Fund.

Yavapai Community College District—Review of
Revenue Bond Project—"The Committee gave a
favorable review ofa $5.5 million projectto fund the
renovation of2 residence halls with a $5 million re ve nue
bond issuance and $550,000 in district c ash reserves.

Northem Arizona Unive rsity and Unive rsity of Arizona —
Review of Phoenix Bomedical Campus Health Sciences
Educ ation Building — The Committee gave a favorable
review of $17.9 milion in bond issuancesto build out
shellspace in the Health Sciencesbuilding formedical
simulation moms. The project'sdebtservice isbeing
funded with unive msity lottery bond proceeds.

Northem Arizona University — Review of Science and

He alth Building Bond Project—"The Committee gave a
favorable review of the $72.6 million bond issuance to
fund construc tion ofa 120,000 square foot science and
health buiding that would house classooms, lec ture
halls, and teaching and research laboratores on the
Ragstaffcampus. The project'sdebtservice isbeing
funded from unive rsity lottery proceeds.
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Summary of Recent Agency Reports

AHCCCS—-Reporton Interstate Agreement with Hawaii—
Pursuant to A.R.S. § 36-2925H, the Arzona Health Care
Cost Containment System (AHCCCS) has submitted its
annualreporton the statusofan Interstate Agreement
with the State of Hawaii. This report summarizes the
continued activities associated with the agreement
between AHCCCSand HawaiiforMedicaid data
processing. In FY 2012, Arizona received $7.2 million in
revenues from Hawaii of which $646,100 was transferre d
to the General Fund. These moniesare divided
between 2 funds with a combined balance of $1.1
milion. (Amy Upston)

AHCCCS, DES, & DHS - Reporton Preliminary Actuarnal
Estimates forFY 2014 Capitation Rate Changes—
Pursuant to FY 2013 General Appropration Act
footnotes, AHCCCShassubmitted a reporton
prelimmnary Medicaid capitation rate increases for
contractyear(CY) 2014. Theirsubmission includes
information for AHCCCS, the Department of Ec o nomic
Se ¢ urity (DES), and the Department of Health Services
(DHY).

In theirreport, AHCCCSprvided information on
componentsofpotential CY 2014 capitation rate
changes:

e Anaverage increase of3%based onmedical
expense trends, utilization trends, and reinsurance
changes.

e Possble providerrate adjustments to ensure network
adequacy.

e Anapproximate 1.3% increase fora new nationwide
health insurerfee included in the Affordable Care
Act (ACA).

e Potentialincrease forsome providers who are
required to provide health insurance forful-time
employeesdue to ACA provisions.

e Changesinbehavioralhealth servicescapitation
rate development. DHSwilbe changing from a
contractyearstartdate of July 1 to Octoberl. Also,
AHCCCSactuareswilbe developing the rates
instead of an extemalactuanal fim.

The FY 2014 Baseline included a 2% capitation rate
increase forall3 agenciesand accounted forthe new
health insurerfee. Amy Upston.

Department of Economic Security (DES) - Semi-Annual
Reporton CPS- Pursuant to A.R.S. § 8-818, DEShas
submitted its semi-annualfinancialand program
accountability eport. According to the report, out-of-
home placementsincreased from 13,497 in June to
14,159 in December. Caseloadsare above the
department’'sgoalsand tumoverforChild Protec tive
Services (CPS) case managerswasapproximately 28.6%.

Employee satisfaction hasincreased from a 3.4 rating
out of 5.0 in the Augustreport to 3.6 in this the February
report. The highlightsofthisreport, covering the first 6
months of FY 2013, are summarized below.

e 'The CPSTaining Academy had 280 new CPScase
managersin training asof December2012.

e AsofDecember2012, the numberoffiled po sitio ns
was 1,124, inc luding those in training. Caseloads
perworkerremain considerably higherthan
caseload goals, with investigationsat 15 (goal: 10),
in-home at 33 (goal: 19), and out-of-home at 36
(goal: 16).

e DESreportsthatannualized case managertumover
during July - December2012 was 28.6%, down from
a 31.2% annualized rate in the lastreport.

e 'The percentof CPSdependencycasesdenied or
dismissed in the last 6 monthsdecreased to 0.0%
from 0.3% in the previous 6 months, while the
percentofOffice of Administrative Hearing’s
decisions affiming CPScase findingsincreased
from 86.4% to 87.5%. The percentofcomplaints
validated by the Ombudsman increased from 1.4%
to 2.0% (4 0f 205 c omplaints).

e 'The numberofchildren in out-of-home family
placementsincreased from 10,905 in June to 11,324
in December,a 3.8% increase. The numberof
congregate care placementsincreased from 1,893
to 2,032,a 7.3% increase. DESalso reportsthat from
June to Decemberthe numberofchidren aged 0-3
in sheltercare declined from 34 to 30, the number
ofchildren aged 0-6 in group homesincreased from
66 to 77, and the numberofchidren in sheltercare
formore than 21 daysincreased from 736 to 820.

e 'The Decembernumbersare labeled aspreliminary.

(Ben Beutler)

Department of Health Services —Reporton Amold v. Sam
—Pursuant to a FY 2013 General Appropration Act
footnote, the Department of Health Services (DHS) has
submitted the second quarterreport on settling the
Amold v. Sam lawsuit.

The state hasbeen a longstanding defendant in the
Amold v. Sam litigation conc eming the levelofserices
provided to the Seriously Mentally Il (SMD po pulation.
Due to the state’sfisc al c ondition, the plaintiffs and the
state agreed in March 2010 to suspend the lawsuit for2
yearsdue to lackoffunding. The latest agreement with
the plaintiffsdoesnotcontain an exit criteria ora
schedule forcomplance.

The latest agreement focuses on the conditions for
admission and the length of stay forAmold class
members atthe Arzona State Hospital (ASH), as DHS
and the Regional Behavioral He alth Autho ritie s (RBHAS)



Summary of Recent Agency Reports contnuea

are coordinating dischargesto provide approprate
support and services following discharge, in addition to
ensuring that ASHhasa censusof55 orfewerclass
members. DHSdid notexceed this limit in the second
quarter. The agreementalso focuseson employment
support, family and peersupport and Quality of Service

March Spending

March 2013 General Fund spending of $363.6 milion was

$17.7 million higherthan March 2012. Yearto-date,

spending is $6.9 billion, or$172.3 millon above last year.

(See Tables7 &8).

Reviews. DHSalso statesthatit plansto implementan
Assertive Community Treatment (ACT) Fidelity Thol, which
willbe used to evaluate the effec tivene ss of c o mmunity-
based behavioralhealth supportteams. The new ACT
FHdelity holwilbe imple mented in the third quarterof FY
2013. (Art Smith)

Table 7
General Fund Spending ($ in Millions)
Change from YID Change
March 13 March 12 Yearto Date fiom FY 12
Agency
AHCCCS 128.5 2.8 1,035.0 (154.3)
Cormec tions 69.3 2.1 670.8 (6.5)
Economic Sec urty 4.8 (0.4) 530.8 34.7
Education 73.6 9.1 2,663.4 0.9
Health Services 14.4 4.8 538.0 75.4
Public Safety 1.2 0.0 214 (18.3)
Sc ho o1 Fac ilitie s 0.1 0.0 172.5 8.9
Board
Unive rsitie s 39.4 2.1) 583.7 (13.3)
IeasebackDebt 0.0 0.0 84.1 35.1
Servic e
Other 32.3 14 380.1 9.7
Total 363.6 17.7 6,679. (27.7)
Budget Stabiliza tion
Fund De posit 0.0 0.0 200.0 200.0
Grand Total 363.6 17.7 6,879.8 172.3
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Table 8
General Fund Spending
($ in Thousands)
Change from YTD Change
Agency March 13 March 12 Year-to-Date from FY 12
Department of Administration 583.3 (113.6) 20,933.1 8,927.0
ADOA Sale/Leaseback Debt Service - - 84,119.8 35,069.1
Office of Administrative Hearings 28.7 (32.1) 612.6 (4.7)
Department of Agriculture 523.5 (225.9) 5,545.9 (204.3)
AHCCCS 128,474.4 2,798.2 1,035,031.9 (154,271.3)
Arts, AZ Commission on the - - - (10.4)
Attorney General 1,659.2 594.2 16,063.1 3,648.1
AZ Capital Post Conviction Public - (53.9) 4.4 (459.3)
Defender

State Board of Charter Schools 52.2 0.4 560.2 14.6
AZ Commerce Authority 2,625.0 - 23,625.0 -
Community Colleges - - 48,144.5 (4,041.6)
Corporation Commission 58.7 25.6 436.3 48.9
Department of Corrections 69,328.8 2,091.9 670,779.6 (6,489.0)
AZ State Schools for the Deaf & Blind 4331 (674.7) 15,974.0 600.3
Department of Economic Security 4,844.8 (392.3) 530,778.9 34,688.0
Department of Education 73,610.3 9,112.8 2,663,363.9 852.4
DEMA 645.6 388.0 6,044.9 1,254.0
DEQ - WQARF - - 7,000.0 -
Office of Equal Opportunity - (13.4) 55.5 (74.4)
State Board of Equalization 201 (2.1) 396.8 (34.5)
Board of Executive Clemency 63.7 12.5 589.6 (3.1)
Department of Financial Institutions 275.7 103.1 2,093.0 114.3
Department of Fire, Bldg and Life Safety 44.5 (3.9) 1,275.7 (13.4)
State Forester 303.1 113.7 4,284.2 682.0
Arizona Geological Survey 11.0 (46.5) 644.8 (3.6)
Government Information Tech. - - - 3.1
Governor/OSPB 592.0 77.7 6,373.8 1,527.1
Department of Health Services 14,400.2 4,788.9 537,987.3 75,388.0
Arizona Historical Society 177.3 (0.2) 2,369.1 (33.7)
Prescott Historical Society of AZ 46.8 5.2 503.3 (14.5)
Independent Redistricting Comm. 533.4 128.2 1,624.9 (1,822.4)
Commission of Indian Affairs 4.1 0.2 37.7 25
Department of Insurance 343.3 3.8 3,581.9 (268.0)
Judiciary

Supreme Court 954.5 (121.9) 11,022.7 278.8

Superior Court 8,996.9 (495.4) 56,420.3 (437.7)

Court of Appeals 1,004.6 90.9 9,915.0 (189.2)
Department of Juvenile Corrections 2,999.5 211 30,304.9 (4,353.1)
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Change from YTD Change

Agency March 13 March 12 Year-to-Date from FY 12
State Land Department 48.4 26.6 752.2 8.3
Law Enforcement Merit System 5.8 1.2 49.4 7.0
Legislature

Auditor General 1,362.2 67.2 12,689.4 (310.6)

House of Representatives 1,015.8 11.2 8,448.3 (637.4)

Joint Legislative Budget Comm. 140.5 (1.9) 1,393.1 (78.8)

Legislative Council 365.4 54 1 5,414.7 1,514.5

Senate 697.9 117.8 5,771.0 (376.8)
Mine Inspector 84.1 (2.5) 814.7 (12.2)
Nav. Streams & Adjudication 8.3 1.9 88.5 (21.7)
Pioneers’ Home 214.2 205.3 871.6 (705.5)
Comm. for Postsecondary Ed. - - 1,396.7 (0.1)
Department of Public Safety 1,179.5 (20.5) 21,402.0 (18,288.4)
Arizona Department of Racing 3.2 (34.6) 1,877.3 (894.8)
Radiation Regulatory Agency 49.7 5.1 1,070.4 (7.2)
Real Estate Department 214.7 77.8 1,737.0 (27.6)
Department of Revenue 2,879.3 406.5 30,075.7 (5,157.3)
School Facilities Board 104.9 41.7 172,542.8 8,893.3
Secretary of State 672.1 112.5 13,494.8 6,490.5
Tax Appeals Board 17.7 5.3 193.5 0.7
Office of Tourism 198.0 198.0 3,491.9 3,491.9
Department of Transportation - (5.8) 19.5 (18.1)
Universities

Board of Regents 176.9 7.7 31,121.9 15,218.6

Arizona State University 17,381.2 (621.8) 247,006.3 (14,927.0)

Northern Arizona University 5,924.2 (507.4) 83,812.6 (4,566.8)

University of Arizona 15,870.7 (1,001.8) 221,766.5 (9,016.4)
Department of Veteran Services 339.8 (117.0) 3,945.7 (2,144.2)
Department of Water Resources 798.6 402.5 6,826.2 3,101.1
Department of Weights & Measures 97.2 17.3 995.1 205.7
Other 121.6 93.1 2,273.3 2453
Total 363,610.5 17,699.3 6,679,840.7 (27,685.1)
Budget Stabilization Fund Deposit - - 200,000.0 200,000.0
Grand Total 363,610.5 17,699.3 6,879,840.7 172,314.9
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Appendix A
Slide:
2.....Total Non-Farm Employment
3......Initial Claims for Unemployment Insurance
4......State Sales Tax Collections — Retail Category
5......State Sales Tax Collections — Contracting
Category
6......Single Family Building Permits
7......Maricopa County Pending Foreclosures
8......Coincident Index

Total Non-Farm Employment

Thousands of Jobs

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

| J LBC | Not seasonally adjusted

2

Initial Claims for Unemployment Insurance

45,000

Total Monthly Claims for Ul Benefits

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

| ."_Bc | Not seasonally adjusted

State Sales Tax Collections — Retail Category

$225

$ in Millions

Excludes temporary 1 ¢ sales tax
JLBC




State Sales Tax Collections — Contracting Category

$ in Millions

Excludes temporary 1 ¢ sales tax
|JLBC| 5

Single Family Building Permits

Single Family Building Permits
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12-Month Moving Sum 6

Maricopa County Pending Foreclosures
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| jLBC | An initial notice of trustee sale has been recorded but final sale has not yet occurred 7

Coincident Index Value

Economic Activity Index
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Source: Coincident Index — Federal Reserve Bank of Philadelphia. Combines four state-level
JLBC indicators (employment, average hours worked in manufacturing, the unemployment rate, and wage 8
and salary di: to sui ize current i iti




