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The Budget Context
Floods, Feds & Fluctuations = Fiscal Fitfulness

¢ Budgeting in an uncertain
environment

¢ The federal context is unclear

¢ \We are not alone — most other
States are n similar Positions




Federal Uncertainty Remains

¢ Federal FY 2012 budget not in place

— Operating under' a continuing resolution
through November 18th
¢ Joint Select Committee on: PDeficit
Reduction has) yet tor report With ar pre-
TThanksgiving deadline
— May: take arWhille ter Enact

¢ Policy: Uncertainty, inl federall health care
RETOE

o Uncertainty i fiederall transportation
uRdmarlevelr=rrisk e\l




¢ The Federal Budget Deficit

— The FEY 2011 federal deficit was about $1.3
trillion, the same dollar amount as in FFY 2010

— This represents 8.6% ofi GDP, down from 8.9%
GDP in FFY 2010

¢ Federal Revenues
— In EEY 20111 fiederal revenues = $2.303 trillion,

$141 Billien more than last year:.. 6.5%
— Federal Income liax Growiths

¢ Income withhelding and payrell taxes up 4% - even
aiiter payreliftax cut in January: 201 1

¢ Paidl income and payroll taxes; upr by 16%, most frem
nigher finalf 200! payiments: filed inr early: 2044

o UnemploymeEnt instirance; tax: recelpits upr by 2 billien
as states replenished trust funds

¢ Refilies o individualiNincome: taxes dewn bya$22 billion,
oI 8%
Source: CBO 11/7/2011




Other States In Similar Position

¢ State year end balances
— 5.5% withy Alaska and Tlexas
— 31.5% withoeut
— Vermont 5% plus 2.5% in caseload reserve

¢ State Budget Gaps declining (Aug 204:1)
— =Y 2012 Gap $91 billion
~- FY 2013 Gap $32 billon
— =204 Gap $i.2 billien

—IRrINE2-Vear DUdget states repert BY- 2015 gap
respived (@l MEFNEN S MATaRGErRINERBtJaP'S

— =204 gapsiinr RISand\Valy Other states” gaps

eV e FEPORtEd
Source: NCSL Aug. 2011




FY12 Budget Adjustment Act (BAA)

Helped by:
¢ $9-10 million in Medicaid utilization savings
¢ $31 million avail. caseload reserve — onetime!

¢ $10.9 millien set aside, fior fiederal Impacts

BAA pressures include

¢ $6.8 million onetime flood costs—maybe more
¢ $55.6 millieniinr ANR=-related, S, PCE,  other
¢ $35.5 million corrections) prESSURES

¢ $6: 2 millien rENtErR FEPate/ftundr NEEaS/Unmet
SaViNgst talfgets;, Other:




FY13 Projected GF Budget Gap

$74.5 million
¢ FY13 revenue is $41.6m more than FY12

¢ Spending demands total $116m
$13m in FY12 base expense Increase

$13.6m annualization off FY12 enetime filihd Uusage
($7.6m medical SE, $6m tebacco funds)

S 9L6m related ter FEMAP rate change

$26m) relatedl tor Medicaid program: Costs: bDase
growthrand attsm maneate

$25m) retirement obligatiens & state PErSONNEl CostS
Sy tEChNoIogY FEplaceEMERL

& 8m requiked’ transters ($6mi ER, $2m reserves)

S FESt area fUndinel pressure




The Education Fund and the
Decreasing Grand List

¢ [hrough FY 2014 Vermont continues to see declining
grand lists

¢ Student counts continue to decline through 2015

¢ Due to onetime revenues and lower costs), and
depending onl base payment chande It 1s poessible the
PROPErtY, tax INCrease; Can be kepttor bEtWeEen| filat and
EWOrCERILS

9 Asithie agiranailistialls) tax raterincreasestwilliSnotmpact
CaxpayErsE o thierextentany/ raterchange isfalier grana
st chiange, It s arwWashitnt tERS Ol toltal taxes paid




Medicaid

Medicaid is a joint federal
and state program FY12 As Passed

Covers health care, long Medicaid State Funding Sources

term care, mental heath,
developmental services, and Other (SF.Claims,
other services for low Rxet)
iIncome; and disabled

poepulations

General Fund

) 47.2%
Provider tax

22.8%

\ermoeni total program
expenditure intEYL2 s
approx. $i.4 billion

In EY12, the state share is G Tax & Tabaceo
420/0 ($571m + Certlﬂed) Settlement

0,
19.8% Beneficiary

Premiums (state

IRt EYALS) state shiarewWillfrise share)
to 43.5% -




Medicaid

¢ While total heath care costs in Vermont are expected
to grow by an average 7.1% rate, the Medicaid
program has seen program expenditure growth; below
expectation at 4.25% in FY10 and 3.11% in FY11

¢ [he FY12 BAA anticipates reducing appropriations as
a result of the new lewer base

¢ e projected growth in the program for FY1.3: IS just
Under 3%, for caseload and utilization combined

¢ FUNdINgG pressures; persist i FY 13 and beyond:

— A chignge IR the match ratelis shifting $20r million: eif Cost: to
the state irem! thie fed's shiarre With ne: progifam: change

— VVermont'st autism mandate willradd $1.0" millien inf state cost

— e progiam: relies onl tobaccor-related iinegs projected to
CJECrease and provider taxes Under pressure from the feds




Pensions and Retirement (1)

& In\é%stment returns for FY11 for the combined pension funds: 20.9% for
FY2011

— Actuarial smoothing defers some of the positive return to later years

— Market values of assets exceeded actuarial value of assets as of
6/30/11 which provides a cushion for lower returns in upcoming years

& Ihis year, experience studies “reset” actuarial assumptions, increasing
FY 13 contributions. The assumed interest rate moved down firom 8.25%
(effective, rate fior VSERS) 8. 1%, 7.9% fior VSTRS)

State empleyees (VSERS)E:

Usingl revisedl assumptions, the FY10-funded percentage:is 82.1%:.
EY 11 results are 79.6%

e actuarialfrequest went up), Iargely: due torinterest rate
assumptions 2/3 Impact and-demoegiraphic changes: 1/3 Iimpact

Employee contributionstwWererraiseadr by anl additional 1.3%; e all
plaRtmempersiin EYS 200 and are projected ter ralise an adaitional
$5.5 million infemployee contributions) reducing the growth
emploeyer contriputions accordingly:

e BY 20135 recommendealis $87, 081,955 as compared with
S350, 287,864 10 BY 2012 -an InCrease ofi 18.5% Vear over year




Pensions and Retirement (2)

State Teachers (VSTRS)

¢ Using revised assumptions, the FY11-funded percentage is 65.1%.
FY12 results are 63.8%

¢ The funded ratio chamnge is largely due to the interest rate
changes; actuall retirement experience; and the method of fiunding
retiree health care

— Retirements increased. In all there are 860 more retirees and
peneficiaries than' last year

— Retiree health care costs continue to come firom retirement
contributions lesseningl the impact of the state contribution te
the retirement fiund

9 Ieachers absellter nUMmBbErs: are declinimngs Ther numbEr off active
tegchiers asi ol June s0th off Each) year reached arhighteif 10), 7995n
2009 declinng ter 10,125 mn 2011

o Ihe BY: 2015 recommenaiis $60), 182,755 as compared to
S5, 2425 OBPNRNNEYS 2002 - aniinCreasel Ot 17506 VEaI OVEr Vear

Longrtermiiitnding fior state EmpIoyEe s & teachers retiree health
czlfa coges rarrlEllnS =) prlEhor 1S53t




