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PART I – OVERVIEW OF THE STATE REVENUES

AND EXPENDITURES
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OVERVIEW OF STATE OPERATING BUDGET

There are two major components to any government’s operating budget.

The first is revenue, which is explained on pages 4-11 – funds coming

into government coffers. The second is expenditures summarized below

– how the government spends its money. The appropriation process pro-

vides authority for expenditures. The table below shows all appropria-

tions. It is important to recognize that in some cases, dollars are appro-

priated from one fund to another, and then to their ultimate destination.

To provide a more accurate picture of total state spending, appropria-

tions must be adjusted to count each dollar only once. Adjusted appro-

priations are shown excluding appropriations which are duplicative or

highly restricted.
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SPENDING AUTHORITY

It is important to understand that the legislature only has the power to

“appropriate” money that the state raises. However, in addition to appro-

priations, the legislature asserts control over all other funding sources by

giving departments and agencies the authority to spend money from oth-

er sources, such as grants or federal funds. Without this authority, money

cannot be spent. The state’s expenditures are primarily governed by the

annual appropriations act. This act includes both appropriations and

spending authority, and allocates funds from many different sources to

11 major categories of expense.

In FY2017, the major sources included the federal funds (35%), state’s

general fund (27%), education fund (22%), healthcare funds (6%), spe-

cial funds (5%), and transportation fund (5%).

The four largest expense categories are K-12 Education including teach-

er retirement obligations (32%), Human Services, including Medicaid

and Corrections (44%), Transportation (10%), and Protection and Crimi-

nal Justice (5%).
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REVENUE
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REVENUE

Well over 95 percent of Vermont’s state revenue comes from taxes. In

addition to revenue from taxes such as income, sales and use, and rooms

and meals, Vermont is the only state to collect significant revenue from a

statewide property tax. Revenue from this tax is projected at $1,049.3

million in state fiscal year 2017, making it the largest single source of

state revenue. For historical continuity and to enable comparisons with

other states, the statewide property tax is excluded from the remainder of

this section.

The personal income tax accounts for about one-third of non-property-

tax revenue in Vermont, followed by the sales and use, and rooms and

meals taxes. In addition to tax revenues, the other major source of fund-

ing for state programs is federal funds, representing about one-third of

state program costs.

Major Sources of General, Transportation & Education Fund

Revenue - Fiscal Year 2018

(January 2017 forecast, $ in millions)

Does not include Property Tax

The first step in the creation of the annual state budget is the develop-

ment of a revenue forecast. The next page contains some history and the

forecast that will be used for development of the fiscal year 2018 budg-

et.
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STATE INDEBTEDNESS

Capital Debt Affordability Advisory Committee

The Capital Debt Affordability Advisory Committee was created
by the 1990 Vermont Legislature to estimate annually the maxi-
mum amount of new long term general obligation debt that pru-
dently may be authorized by the state for the next fiscal year. The
Committee's estimate is required by law to be based on a number
of considerations, historic and projected, including debt service
requirements, debt service as a percent of General and Transporta-
tion Fund revenues, outstanding debt as a percent of personal in-
come, and per capita debt ratios. As changed by the Legislature in
2008, the Committee is comprised of seven members: three are ex
-officio state officials, one is a non-voting ex-officio state official
and three are from the private sector appointed (two by the Gover-
nor, one by the Treasurer) for six-year terms. The Committee is
directed by law to issue a report by September 30 of each calendar
year.

In December 2014, and again in September 2015 the Committee
recommended a maximum of $144,000,000 for the two years
FY2016 — FY2017.

In September 2016 the Committee recommended a maximum of
$132,460,000 for the two years FY2018 — FY2019.

Net Tax-Supported Debt Outstanding

The State’s aggregate net tax-supported principal amount of debt
increased from $595.8 million as of June 30, 2015 to $637.0 mil-
lion as of June 30, 2016, an increase of 6.9%. The table below
sets forth the sources of the change in net tax-supported debt out-
standing from fiscal year 2015 to fiscal year 2016 (in thousands):

Net Tax-Supported Debt as of 6/30/15 ................. $595,797

G.O. New Money Bonds Issued................................ 89,860

G.O. Refunding Bonds Issued................................... 25,720

Less: Retired G.O. Bonds....................................... (48,495)

Less: Refunded G.O. Bonds ................................... (25,250)

Less: Retired Capital Lease......................................... (582)

Net Tax-Supported Debt as of 6/30/16.................. $637,050
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DEBT AUTHORIZATIONS AND PROJECTION SCENARIOS

Recent Debt Authorizations

No General Obligation bonds have been sold so far in FY2017.
The Treasurer anticipates selling some in the next few months.
The following chart presents the amounts of general obligation
debt that have been authorized and issued by the State since
FY2004.

Notes: Annual issuances do not include refunding bonds. Authorized
but unissued debt has been carried forward and employed in subse-
quent years’ bond issuances. Starting in FY2013, premium received
from the sale of bonds may be applied towards the purposes for which
such bonds were authorized. Accordingly, the “issuance” amount re-
flected above, commencing with FY2013, represents total proceeds (par
plus net premium) of the bonds issued that were or are expected to be
made available for capital purposes.

Source: Capital Debt Affordability Advisory Committee: Recommended
Annual Net Tax- Supported Debt Authorization by Public Resources
Advisory Group, September 2016 and the Vermont State Treasurers’
Office.
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Economic Measures
Vermont Gross State Product
The gross state product (GSP), also referred to as gross domestic product
(GDP) by state, is a broad measure of economic output consisting of the
value added in production by the labor and capital located in a state.
GDP for a state is derived as the sum of the GDP originating in all indus-
tries in the state.

*Projections in

BOLD

Relevant Inflation and Other Economic Measures Consensus

JFO and Administration Forecast - October 2016
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Economic Measures

U.S. Consumer Price Index, Urban Consumer, All Items
The Consumer Price Index (CPI) is a measure of the average
change over time in the prices paid by urban consumers for a
market basket of consumer goods and services.

*Projections in

BOLD

Relevant Inflation and Other Economic Measures Consensus

JFO and Administration Forecast - October 2016
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Economic Measures
U.S. State & Local Government Deflator
The state & local government deflator is a measure of price inflation in
state and local government expenditures. Due to the distribution of state
and local government expenditures, it is heavily weighted by wages and
salaries, but covers the entire range of state and local government pur-
chases.

*Projections

in BOLD

Relevant Inflation and Other Economic Measures Consensus

JFO and Administration Forecast - October 2016
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Economic Measures

Vermont House Price Index
The House Price Index is a broad measure of the movement of single-
family house values in Vermont.

*Projections in

BOLD

Relevant Inflation and Other Economic Measures Consensus

JFO and Administration Forecast - October 2016
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Education Fund Revenue Sources (Non-Property Tax)

General Fund Transfer

By statute, the Education Fund receives a transfer from the Gen-

eral Fund. The FY2017 base General Fund transfer of $305.9 mil-

lion increases annually based on an inflationary adjustment in ad-

dition to other changes that the legislature may make on an annual

basis. The current-law transfer for FY2018 is $314.7 million.

Lottery Transfer

All profits from the State lottery are transferred to the Education

Fund. The State lottery was created in 1978. The Tri-State Lottery

was introduced in 1986, and Powerball was introduced in 2004.

Purchase & Use Tax

One-third of the revenue from the purchase & use tax is dedicated

to the Education Fund. (See the description of Transportation

Fund revenue sources.)

Sales & Use Tax

Beginning in FY2014, 35% of the revenue from the sales & use

tax was dedicated to the Education Fund. (See the description of

General Fund revenue sources.)

Medicaid Transfer

A portion of the federal Medicaid reimbursements received by the

State for medically-related services provided to students who are

Medicaid-eligible is transferred to the Education Fund.

Source: 16 V.S.A. § 4025
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Description of Transportation Fund Sources

Sources for transportation spending consist of (1) the Transporta-
tion Fund and (2) the Transportation Infrastructure Bond Fund
(TIB Fund). The TIB Fund is a sub-fund of the Transportation
Fund whose revenue can only be expended on certain long lived
transportation structures (either directly or via payment of debt
service on bonds issued for such purposes).

The Transportation Fund (excluding the TIB Fund) has six
sources of revenue:

(1) a fixed cent-per-gallon gasoline tax,

(2) a fixed cent-per-gallon diesel fuel tax,

(3) a gasoline percentage-of-price assessment with a minimum
and maximum cent-per-gallon equivalent,

(4) a motor vehicle purchase and use tax (6% split 4% to the
Transportation Fund and 2% to the Education Fund),

(5) motor vehicle fees, and

(6) other revenue (other small transportation related taxes and
fees)

The TIB fund has 2 sources of revenue:

(1) a gasoline percentage of price assessment and

(2) a fixed-cent-per-gallon diesel fuel assessment.

Gasoline levies

Vermont’s levies on motor fuels were extensively restructured in
the 2013 Session. Beginning on July 1, 2014 state levies on gaso-
line consist of:

(1) a fixed 12.1 cents-per-gallon Transportation Fund tax,

(2) a 4% percentage-of-price Transportation Fund assessment
with a minimum and maximum cents-per-gallon equivalent
of 13.4 cents and 18 cents respectively,

(3) a 2% percentage-of-price TIB Fund assessment, and

(4) a 1 cent-per-gallon petroleum clean-up fund fee.

Diesel fuel levies

Beginning on July 1, 2014 state levies on diesel fuel consist of:

(1) a fixed 28 cents-per-gallon Transportation Fund tax,

(2) a fixed 3 cents-per-gallon TIB Fund assessment and

(3) a 1 cent-per-gallon petroleum clean-up fund fee.
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Transportation Fund Sources (continued)

Motor Vehicle Purchase and Use-Tax

The motor vehicle purchase & use tax applies to (1) motor vehicle
sale transactions; and (2) where a sale is not involved, to an own-
er’s initial registration of a vehicle in the state. For sale transac-
tions, the tax is assessed on the vehicle’s purchase price less the
value of any trade-in which is credited against the purchase price.

For non-sale transactions, the tax is assessed on the vehicle’s cur-
rent market value at the time of registration. Sale taxes paid by the
owner in another jurisdiction are credited against the tax due. In
both cases the tax rate is 6%. For trucks over 10,099 pounds, the
tax is capped at $2,075. Vehicles purchased for the short-term
rental market are exempt from the purchase tax but each rental
transaction is subject to a rental tax equal to 9% of the rental
charge. Revenue from the purchase & use tax and short-term rent-
al tax is allocated 2/3 to the Transportation Fund and 1/3 to the
Education Fund.

Motor Vehicle Fees

This category covers a range of fees collected by DMV of which
the most important are registration fees and driver license fees. A
registration fee is collected on all motor vehicles and trailers. The
fee varies depending upon the vehicle type, size, weight, and pur-
pose. All motor vehicle fees are deposited in the Transportation
Fund.

Relative Contribution to the Transportation Fund

The above sources made the following relative contributions to
Transportation Fund revenue from FY-13 through FY-16.
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Sources: Vermont Department of Taxes, Vermont Statutes Annotated
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Sources: Vermont Department of Taxes, Vermont Statutes Annotated
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Sources: Vermont Department of Taxes, Vermont Statutes Annotated
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History of Property Tax Relief and the Property Tax Adjust-

ment 1970 – current

1970 Property tax relief program enacted for residents age 65

and over; credit against income tax liability for amount by which

property taxes exceed 7% of household income or 30% of allowa-

ble rent, up to maximum credit of $300 (income cap = $4,286).

1973 Program extended to those under age 65, who receive re-

bates if money remains in the Property Tax Relief Fund after pay-

ment to those age 65 and over; 7% threshold changed to sliding

scale, beginning at 4% for those with incomes less than $4,000

and increasing to 6% for those with incomes of $16,000 or more;

maximum rebate increased to $500.

1982 Rebates available to claimants with household income

less than $25,000 and whose property tax paid or 20% of rent paid

exceeded a percentage of their household income; six income

brackets, ranging from 4% to 7% of household income.

1985 Income cap raised to $32,000 and the number of income

brackets increased to eight, ranging from 3.5% to 7%; maximum

rebate increased to $750.

1986 Eight income brackets collapsed to four, and top percent-

age lowered from 7% to 5%; age limit for rebates to the elderly

lowered from age 65 to 62.

1987 Household income cap and the rebate cap eliminated; rent

constituting property tax paid was increased from 20% to 24%.

1988 Social Security tax withheld and/or self-employment tax

paid on not more than $8,000 of household income was excluded

from the definition of household income.

1989 All Social Security tax paid and/or self-employment tax

paid and substantiated amounts paid as child support were exclud-

ed from the definition of household income.

1990 Household income capped at $60,000 and rebates capped

at $2,000; credit established against current year property taxes

for homeowners 62 years or older and otherwise eligible for a
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History of Property Tax Relief and the Property Tax Adjust-
ment 1970-to current—continued

property tax rebate; property tax rebate checks to those under age
62 prorated at 90%.

1991 Household income capped at $45,000; maximum rebate
$1,350; rent percentage reduced from 24% to 20%.

1992 All claimants unable to pay taxes due but otherwise eligi-
ble for rebates can now elect to assign their rebates directly to the
town; property tax rebate checks to those under age 62 prorated at
96%.

1993 Property tax rebate checks to those under age 62 prorated
at 79%.

1995 Household income cap raised to $47,000; maximum re-
bate increased to $1,500, but reduced by 50 cents for each dollar
of income over $44,000; homeowners under age 62 can apply for
credit certificates if their current year taxes are delinquent;
renter’s rebates now determined based on property tax allocable
to the rental unit rather than on the basis of a percentage of rent
paid.

1996 Household income reduced by $100 for each personal

exemption available for the taxable year under IRS code to any

member of the household; if claimant’s rent is government-

subsidized, allocable property tax is reduced in the same propor-

tion as the rent is reduced by the subsidy; owners of rental proper-

ty need to provide landlord certificates only if there are more than

four units in a given building but must furnish them on request to

renters in buildings containing fewer units.

1997 Income of a person who lives with an elderly or disabled
claimant for primary purpose of providing care or other services
to allow the claimant from being institutionalized may be exclud-
ed from household income; age requirement eliminated; credit
certificate portion of the rebate program repealed; homestead val-
ue basis adjusted if two or more rooms or more than 25% of floor
space is used for business purposes.

1998 Claimant’s household income includes the income for a
spouse from whom he/she is separated even if that spouse is not a
member of the household; the range for percentage of household
income to calculate the rebate is adjusted; circuit breaker program
extended to municipal taxes; renter rebate now 21% of rent paid
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History of Property Tax Relief and the Property Tax Adjust-
ment 1970-to current—continued

or the allocable property tax, whichever is greater; landlord certif-
icate reports amount of rent paid, unless renter requests property
tax method; rebate cap eliminated; rebates no longer calculated on
basis of property taxes paid during calendar year, but on taxes
assessed for property tax year.

1999 Household income cap increased to $75,000 for new
school property tax adjustment (prebate); statewide property tax
and local share tax capped at smaller of 2% of household income
or the tax on the fair market value of the homestead minus
$15,000 (first payment to be made after July 1, 1998); eligibility
for a property tax adjustment requires filing a homestead declara-
tion; mobile home owners may include lot rent paid in addition to
property taxes paid in calculating adjustment.

2000 Homestead declaration eliminated; cap on household in-
come removed and claimants with household income of $75,000
and over receive property tax adjustment on the first $160,000 of
homestead value; prebate amount equals prior year’s net property
tax income adjustment, including both education tax adjustment
and super circuit breaker; definition of “homestead” changed to
require exclusion of the business portion of a home only if it ex-
ceeds 25% of the total floor space (two-room test eliminated);
household income does not include income of a spouse at least 62
years of age who does not live in the homestead but has moved on
a permanent basis to a nursing home or other care facility; a di-
vorced spouse with possession of the homestead and the obliga-
tion to pay the property taxes under the divorce decree may claim
the total homestead property tax even if the former spouse’s name
is still on the deed; in calculating household income, a business
capital gain may be netted against a net business loss incurred in
the same year and relating to the same business.

2001 Definition of “homestead” clarified for dwellings owned
by a trust; the prebate amount sent the prior year is reconciled
with actual income and property tax information from current
year; if prebate amount exceeds calculated adjustment allowed
under current year information, the balance must be repaid.

2002 Reconciliation continues for 2002 tax filing year but
eliminated for 2003 tax filing year; “good check” issued only if a
school property tax adjustment application submitted.
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History of Property Tax Relief and the Property Tax Adjust-
ment 1970-to current -- continued

2003 Development of uniform parcel identification system al-
lows the Department of Taxes to calculate adjustment payments
on the statewide and local property taxes for the homestead based
on prior year household income and prior year property value and
the school district’s current budget; pension and annuity distribu-
tions included in household income are limited to the amount in-
cluded in adjusted gross income in the year of distribution.

2004 All resident homeowners must file a homestead declara-
tion; “homestead” is defined as the entire parcel of land surround-
ing the dwelling regardless of whether a road intersects the land;
the declaration must be timely filed to receive the homestead
school property tax rate; a declaration is required to be eligible for
a property tax adjustment payment, which is not based on the edu-
cation taxes assessed on the “housesite,” defined as the principal
residence and up to two acres; adjustment payments now include
a $10 per-acre payment for up to five additional acres of land in
the homestead parcel for claimants whose income does not exceed
$75,000; the exclusion from “modified adjusted gross income” for
income earned by a dependent child or received by a dependent
parent is increased from $4,000 to $6,500 (earlier changes miss-
ing).

2005 The $15,000 exclusion from the housesite’s equalized
value is limited to claimants with household income of $47,000 or
less.

2006 The household income amount increases to $85,000 and
the maximum housesite value that qualifies for property tax ad-
justments increases to $200,000.

2007 The household income amount increases to $90,000.

The property tax adjustment and the homeowner rebate
amounts will be applied as a credit to the education property tax
bill. The property tax adjustment will no longer be paid directly to
the claimant and the homeowner rebate will no longer be a credit
against the income tax. In addition, any taxpayer may opt to have
all or a portion of his or her income tax refund applied to the
homestead education tax bill.

No taxpayer shall receive a total adjustment (property tax
adjustment and homeowner rebate) in excess of $10,000 related to
any one property tax year.
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History of Property Tax Relief and the Property Tax Adjust-
ment 1970-to current -- continued

Homeowner and renter rebates for claimants with house-
hold income under $10,000 are increased. These claimants will
receive an adjustment equal to the amount of property tax or rent
constituting property tax in excess of two percent of household
income.

The property tax adjustment will be calculated using prior
year household income and tax assessment.

The percentage of household income that claimant must
pay before being entitled to a property tax adjustment will drop no
lower than 1.8 percent (adjusted by school district spending and
the common level of appraisal).

Gifts received by a member of the household in excess of
a total of $6,600 in cash or cash equivalents must be included in
household income.

The first $6,500 of income received by a person who qual-
ifies as a dependent of the claimant under the Internal Revenue
Code and who is the claimant’s disabled adult child may be ex-
cluded from household income.

For claims filed in 2008 and after, the first $6,500 of diffi-
culty of care payments and flexible family funding payments may
be excluded from household income.

History of Property Tax Relief and the Property Tax Ad-
justment 1970-2014 - continued

2010 For claims made for 2010, 2011, and 2012, interest and
dividends greater than $10,000 will be included twice in house-
hold income.

No property tax adjustment is available for equalized
housesite value over $500,000; the education property tax is due
on that portion of equalized value.

Beginning with claims filed for 2010, the additional acre-
age adjustment ($10 per acre, up to a maximum of 5 acres, for
each additional acre of homestead property in excess of the 2-acre
housesite) repealed.

Beginning with claims filed for 2011, household income
will not be reduced by adjustments to "total income" that are enu-
merated on Federal Form 1040 except certain business expenses
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History of Property Tax Relief and the Property Tax Adjust-

ment 1970-to current – continued

of reservists, one-half of self-employment tax paid, alimony paid,
and deduction for tuition and fees.

The limitation that modified adjusted gross income cannot
go below zero applies individually to household members as well
as to total household income.

Beginning with claims filed in 2011, renter rebates shall
be based on 21 percent of gross rent; there will no longer be an
option to use the allocable portion of property tax.

Beginning in 2011, an owner of a rental property that con-
sists of more than one rented homestead is required to provide a
certificate of rent to each person who rented a homestead from the
owner during the preceding calendar year.

2011 Amounts paid by self-employed people for health insur-
ance premiums are excluded from the definition of household in-
come for the purposes of property tax adjustment beginning with
2012 claims.

For claim years 2011 and after, property tax adjustments
will be calculated without regard to any veteran's property tax ex-
emption.

2012 The maximum renter rebate will be reduced from $8,000
to $3,000 per claimant.

For claim years 2013 and after, interest and dividend in-
come over $10,000 will be counted twice in household income
only for claimants under age 65.

History of Property Tax Relief and the Property Tax Ad-
justment 1970-2014 - continued

For claims filed in 2013 and after, health savings account
deductions for self-employed individuals are excluded from
household income.

For the purpose of determining household income for
2013 and after, a claimant who has two or more businesses operat-
ing as sole proprietorships may net the loss of one against the in-
come of another as long as the gain and loss are incurred in the
same tax year.

2014 Beginning in FY2016, the percentage of household
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History of Property Tax Relief and the Property Tax Adjust-
ment 1970-to current – continued

income that claimant must pay before being entitled to a property
tax adjustment will drop no lower than 1.94 percent (adjusted by
school district spending and the common level of appraisal).

2015 The definition of "homestead" is amended to clarify that
residents who own property but lease it on April 1 may still claim
it as a homestead as long as it is leased for 182 days or less.

2016 The housesite value used to calculate property tax adjust-
ment for taxpayers with over $90,000 in household income is in-
creased from $200,000 to $250,000. As a result, more taxpayers
will be eligible for a partial property tax adjustment.
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A Guide to Vermont State Government Appropriations & Funds

Vermont state government is organized into nine functions of govern-
ment. These are:

 General Government

 Protection to Persons and Property

 Human Services

 Employment and Training

 General Education and Higher Education

 Natural Resources

 Commerce and Community Development

 Transportation

 Debt Service

These definitions are not unique to Vermont. All of the states use similar
definitions making it possible to compare like programs within state ap-
propriations. Briefly, the functions of government listed above include
the following activities:

General Government:
This function of government contains the Executive Branch of govern-
ment, including the Secretary of Administration, Finance and Manage-
ment, Human Resources, Taxes, Buildings and General Services, and the
Executive Office. These departments provide centralized services to
State government. This function of government also includes the State
Auditor, State Treasurer, Lieutenant Governor, Sergeant-at-Arms, Joint
Fiscal Committee, Legislative Council, and the Legislature.

Protection to Persons and Property:
This function of government contains the appropriations relating to regu-
lation and law enforcement. This includes the Attorney General, Public
Safety, the Defender General, the State’s Attorneys, Sheriffs and Special
Investigative Units, the Agriculture, Labor, Liquor Control, the Secretary
of State, and Judiciary, among others.

Human Services:
This function of government contains the appropriations which provide
social services. Included are Vermont Health Access, Health, the Chil-
dren for Families and Services, the Corrections, and Disabilities, Aging,
and Independent Living.

Labor:
This function of government is primarily federally funded and is con-
cerned with job placement for the unemployed. Also, the Department
gathers vital statistics concerning employment/unemployment, average
hourly wages, gross state product, etc.
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General Education and Higher Education:
This function of government contains the appropriations for K-12 educa-
tion, and the operation of the Agency of Education. Higher Education
appropriations extend to the Vermont Student Assistance Corp. (VSAC),
the University of Vermont (UVM), and the Vermont State Colleges
(VSC).

Natural Resources:
This function of government includes the Fish and Wildlife, the Forest,
Parks and Recreation, Environmental Conservation, the Environmental
Board and District Commissions, and the Water Resources Board.

Commerce and Community Development:
This function of government contains appropriations relating to the pro-
motion of economic development and the creation of affordable housing.
Included are Economic Development, Housing and Community Devel-
opment, the Vermont Training Program, Community Development
Block Grants, Tourism and Marketing, Vermont Life, Vermont Sympho-
ny Orchestra, Vermont Historical Society, and the Vermont Housing and
Conservation Board, among others.

Transportation:
This function of government contains appropriations which support the
state’s highway and local road infrastructure, including the Agency of
Transportation which includes rest areas, maintenance, policy and plan-
ning, rail, public transit, motor vehicles, town highway aid, among oth-
ers. This includes the engineering and construction of roads and bridges.

Debt Service:
This function of government contains the appropriations necessary to
make the required, annual principal and interest payments on the state's
bonded indebtedness.

Appropriations Structure:
A function of government will contain all the appropriations for an agen-
cy of the executive branch; e.g., General Government contains the appro-
priations for the Agency of Administration. Two functions of govern-
ment have no agency super structure; these are Protection, and Debt Ser-
vice. All other functions of government contain appropriations for an
agency and miscellaneous related organizations.

Within a function/agency, appropriations are organized into departments.
Commissioners of departments of state government have duties and pow-
ers described in Vermont statutes. A small department of government
may have a single appropriation; however, departments generally have
multiple missions and responsibilities, in which case, the department
may have several discrete appropriations specific to each division of the
department.
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A division may operate several programs. The General Assembly and the
Administration are working collaboratively towards appropriating funds
at the program level. For a select number of programs details of request-
ed expenditures are included in the governor's budget submission to the
general assembly. This submission contains a description of each pro-
gram's objectives and how they relate to the overall goal of the depart-
ment, past year's spending and outcome measures, including staffing
levels, and spending and projected outcome measures for the upcoming
fiscal year. The three questions that are addressed include “how much
did we do, how well did we do it, and is anyone better off?” While there
is still much to do to appropriate the entire budget at the program level,
progress has been made with some pilot departments.

Personal Services:
If an appropriation supports employees who are paid through state gov-
ernment's payroll system, there will be a personal services expenditure
category. This category will provide funding for wages and the employ-
er's share of benefits. Also, if the department or division intends to con-
tract for non-employee personal services, the funding will be included in
this expenditure category.

Operating Expense:
This contains funding for two basic types of expenditures: consumables
such as paper, electricity, subscriptions, telephone, etc.; and durables
such as computers and copy machines. The operating expense budget for
each unit of government is unique to that department or division. Items
included in the budget will vary greatly depending upon whether the
division occupies rented quarters or a state-owned building and the con-
dition (age) of the equipment.

Grants:
This expenditure category contains the funds that will be disbursed in
pursuit of a department's or division's program mission. Grants may be
made to individuals, e.g., Medicaid, and general assistance, to municipal-
ities, e.g., town highway grants and special education formula grants, or
nonprofit organizations.

Other:
This is an unrestricted expenditure category. As the name implies, funds
contained in this category are not otherwise classifiable. Generally, the
other category is used for disbursements that support a program, but
which do not quite fit the grants definition. An example is the Municipal
Current Use Program. Another example is the Legislature's own budget.
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FUNDS - The funds from which spending authority is granted by legisla-
tively enacted appropriations are:

General: Unrestricted general state revenue.

Transportation: Earmarked state revenue from specific sources.

Education: Earmarked state revenue from specific sources.

Fish and Wildlife: Earmarked state revenue from specific sources.

Federal: Federal revenue typically distributed according to a formula
and usually earmarked for specific programs.

Special: State revenue, typically derived from fees and often earmarked.

Bond: State revenue derived from the issuance of general obligation
bonds and restricted as to use.

Trust: Highly restricted state revenue from sources such as the state em-
ployee retirement trust fund.

Internal service: These are bookkeeping entities created to track certain
kinds of costs. An example would be an internal service fund for the pho-
tocopy center of an agency. Funds are appropriated to different depart-
ments of the agency which then “purchase” photocopy services from the
center as needed. The internal service fund provides an accounting mech-
anism for estimating for budget purposes and for keeping track of the
actual costs of operating the photocopy center. Internal service funds,
however, do involve a double counting of funds. In the example, the
agency department spends $1 of appropriated funds buying photocopy
services which the center books as $1 of internal service fund revenue.
When the center buys supplies, the same $1 is booked as a internal ser-
vice fund expenditure.

Revolving: Funds which are not new revenue from any source. These
"funds" represent an expenditure authority which may or may not be ade-
quately financed in any given fiscal year. If successful, payments into the
revolving fund will equal disbursements from the fund. In any event,
expenditures in support of this unit of government may be made, up to
the limit of the appropriation, even if it results in a deficit or surplus in
the fund.

Transfer: Funds which are not new revenue from any source. These
"funds" represent a transfer from one unit of government to another. The
original source may be general, transportation, federal, etc. An example
is the Fire Service Training Council which receives transfer funds from
the Department of Public Safety.

Direct Applications: Unanticipated funds and expenditure recoveries
from other funds that are deposited to the general fund with Legislative
authorization.
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The Medicaid program was created by Congress in 1965. Medicaid is
structured as a partnership between individual states and the federal gov-
ernment. The rules of this partnership address eligibility (who is cov-
ered), services (what is covered), and financing (how funding is shared).
At the federal level, Medicaid is administered by the Centers for Medi-
care and Medicaid Services (CMS). In Vermont, the Medicaid program
is administered by the Department of Vermont Health Access (DVHA),
which is part of the Agency of Human Services (AHS).

Medicaid funding is shared between the states and the federal govern-
ment through what is known as the Federal Medical Assistance Percent-
age or FMAP. While there are several FMAP rates, for most of Ver-
mont’s Medicaid programs in SFY’16, the federal government paid ap-
proximately 55 cents for every state or local dollar spent.

The original Medicaid program was designed for two groups: “aged,
blind, and disabled” (ABD) and low-income families. ABD primarily
includes individuals who have qualified for Medicaid as a result of hav-
ing a serious illness or other health condition. Low-income families ini-
tially were those receiving “aid for needy families with chil-
dren” (ANFC). These are referred to as categorical eligible. Within basic
Medicaid law, there are mandatory populations (primarily the two groups
above) and optional populations. Optional eligibility factors usually are
age (e.g., covering older children) or income (e.g., covering to a higher
percent of the federal poverty level or FPL). There is also an eligibility
category called spend-down. Spend-down occurs when people who do
not otherwise qualify have their incomes reduced by high medical ex-
penses. In Vermont, Medicaid eligibility has been expanded throughout
the years.

CHIP
One expansion was through the State Children’s Health Insurance Pro-
gram or SCHIP (1998). This was a Congressional initiative to encourage
states to expand eligibility for low-income children. Under this program,
states receive a higher federal match rate than under regular Medicaid.
The program was renamed the “Children’s Health Insurance Pro-
gram” (CHIP) when it was reauthorized in 2009. It was reauthorized
again in 2013 and 2015 for two more years each. In Vermont, CHIP is
part of the Dr. Dynasaur program which provides coverage for children
from low-income families or have disabilities.

Global Commitment & Choices for Care
Vermont has implemented additional expansions through “1115 waivers”
– which refer to section 1115 of the Social Security Act – in which CMS
is permitted to waive certain Medicaid requirements in the interests of
expanding coverage and promoting innovation. “Global Commitment
for Health,” which began in 2005, is an 1115 waiver which substantially
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restructured the financing and organization of the State’s Medicaid pro-
gram. Most notably, it turned the Department of Vermont Health Access
into a public managed care entity. A goal of this model is to improve
coordination of care received by Medicaid beneficiaries. The Global
Commitment Waiver was just renewed for another 5 year beginning Jan-
uary 1, 2017. Vermont also had another 1115 waiver called “Choices for
Care” which was a Medicaid-funded, long-term care program to pay for
the care and support of older Vermonters and people with physical disa-
bilities. Beginning January 2015, Choices for Care was merged with
Global Commitment.

The Affordable Care Act
In March 2010, President Obama signed the Patient Protection and Af-
fordable Care Act (often referred to as the Affordable Care Act or the
ACA). The ACA included a major expansion of Medicaid. Beginning in
January 2014, a new eligibility group called “new adult” was established
for those with incomes up to 138% of the federal poverty level (FPL),
which consists partly of individuals who previously were in the VHAP
and Catamount Health programs as well as previously uninsured. The
ACA also included the creation of health insurance exchanges. The state
created Vermont Health Connect, which is a state-based health insurance
exchange run by the Department of Vermont Health Access. Open en-
rollment began in Fall 2013. Under the ACA, federal cost-sharing subsi-
dies are available for individuals and families up to 250% FPL and ad-
vanced premium tax credits are available for those up to 300% FPL. In
addition, Act 50 of 2013 provided for additional state-based cost sharing
subsidies and premium tax credits for individuals and families with in-
comes up to 300% FPL, who purchase insurance through the exchange.

Figures
The tables on the next several pages analyze Vermont’s Medicaid pro-
gram in different ways. One way to look at Medicaid is by eligibility
category. Information is presented on enrollment, total spending by eligi-
bility type, and a comparison of spending where Medicaid is the primary
source of coverage versus a secondary (or supplementary) source of cov-
erage.

Another way of looking at Medicaid spending in Vermont is by depart-
ment. Several different departments are involved in the Medicaid pro-
gram, including the Department of Vermont Health Access (DVHA); the
Department of Disabilities, Aging, and Independent Living (DAIL); the
Department for Children and Families (DCF); the Department of Health
(VDH); the Department of Mental Health (DMH); and the Department
of Education (DOE).
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Useful Internet Sites

Federal Reserve Bank of Boston ...................................... www.bos.frb.org

Federation of Tax Administrators ..............................www.taxadmin.org

Internal Revenue Service ........................................................ www.irs.gov

National Conference of State Legislatures .............................. www.ncsl.org

VT Government Index .............www.vermont.gov/portal/government/atoz

State of Vermont........................................................www.vermont.gov/portal

Tax Policy Center .....................................................www.taxpolicycenter.org

U.S. Bureau of Economic Analysis ......................................www.bea.gov

U.S. Bureau of Labor Statistics .......................................http://stats.bls.gov

U.S. Census Bureau ..............................................................www.census.gov

U.S. House of Representatives ..........................................www.house.gov

U.S. Government Publishing Office .........................www.access.gpo.gov

U.S Library of Congress ........................................................ www.loc.gov

U.S. Senate ..............................................................................www.senate.gov

U.S. Social Security Administration .................................... www.ssa.gov

Vermont Department of Taxes ..............................http://tax.vermont.gov/

Joint Fiscal Office..........................................................www.leg.state.vt.us/jfo

Vermont State Legislature ...........................................www.leg.state.vt.us


