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Competitiveness

Economic Dev. Legislation

HB 2001, Signed in 2011 (summary):

Decreases commercial property tax assessment ratio from 20% to 18%
* Enriches the R&D tax credit from 20% to 30% for qualified expenses
* Decreases the corporate income tax rate from approx. 7.0% to 4.9%

« Creates Quality Jobs tax credit — up to $9k/qualified job

« Establishes a deal closing fund - $25M/year

HB 2815, Signed in 2012 (summary):

» Phases down the capital gains tax by 25%

* Increases the carryforward on Net Operating Losses from 5 to 20 years
» Expands The Renewable Energy tax credit program to manufacturing
« Establishes a study committee to review the job training program

Result: Out of 9 Western States, AZ went
from 9% to 4t in Business Competitiveness?

*Source: GPEC




Competitive Rankings

Current Competitive
Ranking*:

. New Mexico

. Texas

. Washington

. Arizona

. Oregon

. Nevada

. Colorado

. Utah

. California
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*GPEC, assumes ~$31M capex, ~140 jobs

Opportunities

California exit strategy

* The passage of proposition 30} increases taxes by approximately $6B
* The sales tax rate increases from 7.25% to 7.5%
* Individual income tax rates increase (top rate at 13.3%)

Arizona entrance strategy

* The passage of permanent tax cuts (HB 2001 and HB 2815) provides
certainty for a low tax environment (top marginal rate in AZ is 4.54% and
capital gains reduced)

» Expiration of one cent sales tax further decreases tax burden

» Mix of tax credits and deal closing fund monies help offset start-up costs

» Two consecutive years of balanced budgets — highly likely for a third
year

The Goal: #1 in the Market




Job Creation

and

State Budget Implications

Historical Economic Perspectivy
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—Ongoing Revenues  ==Ongoing Expenditures
e 7/11 years of unbalanced budgets — expenditures lgyes %

» Debt Service is now $362M in FY 2013HAargest budgetary uni
» Total outstanding debt is $8.2B, general fund @eB8.7B
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Yuma Test Case

Yuma Test Case

The Impact on Unemployment If Yuma County Wins a Lage Manufacturing Project (3,000 Jobs)

Impact of 3K New
Current State Direct Jobs Change* % Change
Labor Force 91,346 91,346 0 0
Employment 64,235 68,127 3,892 6.1%
Unemployment 27,111 23,219 -3,892 -14.4%
Unemploymem Rate 29.7% 25.4% -4.3% -14.4%

*3,000 new direct jobs create an additional 892rew jobs
**September, 2012, Yuma County

What 3,000 new manufacturing jobs can do for Yuma County and AZ

* Decreases the unemployment rate by over 14%

* Creates 3,000 direct jobs and 892 indirect jobs

+ Decreases AHCCCS caseloads (currently Yuma County has the 3* highest
caseload enrollment — approx. 50K)

+ Adds approximately $4M to the state general fund from direct revenues
(does not consider savings from individuals getting off state aid programs)




Thank You!

Appendix




Medium-Term: State Investme

* The sustainability of our state economy will hinge on how we
invest in our future:

* School construction

* Interstate maintenance and construction (I-95, I-11, I-15)

o Statewide water infrastructure

* Worktorce development

* Debt paydown (debt service is $362M — 7™ [argest budget unit)

* Joint Legislative Budget Committee

AHCCCS Caseloads
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