Operating Funds are “Back in Black” 

After 12 days in the Red, State General Fund 

Repays ‘Overdraft Protection’ extended by Treasurer Dean Martin

Future Shortfalls likely unless statutory changes made

(STATE CAPITOL, PHOENIX) – Consistent with his forecast earlier this month, Treasurer Dean Martin announced today that the State General Fund has repaid all Treasurer Warrant Notes (TWNS) and the State’s Operating Funds, which includes the General Fund, currently have a balance of $48.3 million.  

“The State General Fund has repaid its ‘overdraft protection’ exactly as we had predicted,” said Treasurer Dean Martin.  “The General Fund was in the red for 12 days, and is now back in the black, although just barely.”

Treasurer Martin issued nine Treasurer Warrant Notes over 13 days pursuant to A.R.S. 35-185 since the General Fund went negative on April 15, 2009 in order to cover daily spending.   The General Fund was in the red over 13 days by as much as $340 million, with the average amount of $198 million per business day.   

The TWNS were issued on a daily basis to ensure the state was borrowing as little as possible.  The interest rate was 0.51% - 0.57% (half of one percent).  The total amount of interest paid was $38,513.35.

Revenue generated by Treasurer Warrant Notes was used to cover expenditures including payroll for state employees, teachers, as well as tax refund checks, payments to universities, and K-12 schools.

However, Treasurer Martin cautioned that the state will likely need to borrow again in May unless new stimulus funds are received before payroll is due next week or the K-12 payment on May 15th.  “As long as the state continues to spend more than it makes, this will happen again.   Legislative action is needed to address the state’s cash flow deficiencies.”

Treasurer Martin continued, “This could have been prevented.  It’s unfortunate that for the past two years, the former Governor and other state leaders didn’t heed my warnings and continued to grow state spending as if there was no recession. Their denial of the economic realities significantly magnified the budget crisis the state is facing now.” 

Treasurer Martin had researched many options from external financial institutions and internal sources to cover the state’s cash flow crisis.  Due to the size, length of need, and the fees associated with external solutions, it proved to be more cost effective for the Treasurer’s other state investment pools to purchase Treasurer Warrant Notes (TWNS) issued in the month of April.  By selecting this option, the state saved setup and legal fees.  

