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percent of household income devoted to taxes and fees. The Growth
Rate Calculation is one important tool to reduce this percentage over
time. And this goal is why, for the second year in a row, my recommended budget does not raise taxes or fees—because I believe Vermonters needed a break.
Containing spending growth is hard work, particularly when you
consider the years of underfunding longer-term liabilities and the
cost pressures of old systems embedded in state government. We
had to make difficult decisions. Most importantly, we had to prioritize our spending.
January 23, 2018
Dear Members of the General Assembly and Fellow Vermonters:
It is my pleasure to present the Fiscal Year (FY) 2019 budget for
your consideration.
This budget continues to invest in our top strategic priorities and offers a new, more fiscally responsible way to determine an appropriate spending level. We began by asking a question: How can we
better align the budget of our state government with what Vermonters can afford? To do this, we decided to hold growth in state spending – all state spending in all funds – at or below a six-year rolling
average of real wage growth. This Growth Rate Calculation ensures
growth in state spending no longer outpaces Vermonters’ ability to
pay and mitigates the risk of building a budget based on forwardlooking projections that end up being off target. This year’s Growth
Rate Calculation was set at 2.36%.
As a matter of principle, I do not believe the cost of state government
– or the service areas we regulate – should be permitted to grow faster than the paychecks of the Vermonters footing the bill. My Administration will apply the Growth Rate Calculation to all future
budget proposals, and to our policy and regulatory work in other areas. One of the key performance indicators of our strategic plan is the

From the first day of my administration, I emphasized three strategic
goals: strengthen the economy, make Vermont more affordable, and
protect the most vulnerable.
My budget prioritizes investments that will make it easier to create
jobs, expand small businesses and boost wages. It confronts stagnant
growth in our workforce by expanding training, recruitment and retention tools. It reaches out to senior members, or former members,
of our workforce and helps them to take on a new challenge, if they
are seeking one. And it creates a wider path into the workforce for
newly minted college graduates or high school graduates who prefer
to go directly into the trades.
Another opportunity to strengthen the economy is through our work
to address climate change and meet our clean energy goals. Our
Clean Energy Plan identified wood heat as a critical way to achieve
Vermont’s goal of 90% renewable energy by 2050. We will fund a
program to help homeowners replace old, non-EPA certified wood
stoves with modern, efficient ones. This initiative not only improves
air quality in and outside the home, but also saves folks money by
reducing what they burn. It helps small businesses by driving sales
at local stove shops, and supporting our forest products economy.
We will also support an innovation-driven, entrepreneurial approach
to our water quality challenges that we hope will result in net tax
revenue and new jobs.
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As you know, one major challenge in making Vermont more affordable is the ever-rising cost of education. Year after year, Vermonters
have endured property tax increases they can no longer afford. We
all want every child, regardless of address, to have the best education
possible. But we must be honest about whether we’re achieving that
vision, and whether we’re receiving the best value we can get for the
$1.6 billion we are investing. My administration has already reached
out to the legislature to help find solutions and chart a path forward.
We know investment in education brings long-term benefits for our
kids, families and the economy, but we must have the courage to reform our K-12 education system.
While economic growth and affordability are strategic priorities in
my administration, an equal priority is offering assistance to those in
need. To face the growing mental health needs in our state, my budget replaces our temporary secure residential facility and funds a new
forensic psychiatric facility. To get people the care they need when
they need it, we partner with communities and healthcare providers to
put mental health outreach workers in key areas throughout the state.
And, to prevent costly and debilitating healthcare problems, my
budget launches two innovative, preventative programs: a schoolbased dental program and a universal home visit pilot for pregnant
women and babies.
As we make strides in the battle against substance abuse disorders,
we can do more to help Vermonters in recovery find and keep a job.
That’s why I’ve directed the Department of Labor, within the resources provided in this budget, to provide comprehensive employment services directly to those in recovery, through regular service
hours at Vermont’s Recovery Centers. Employment counselors will
serve three recovery centers by the end of this Spring, and every recovery center in the state by the end of the year - at no additional cost
to Vermonters.

these retired public servants. It fully funds the annual transfer of general funds to the education fund (up $8 million), and normal salary
and benefit increases for the state workforce.
Balancing this budget without raising taxes or fees required a lot of
hard work. The truth is, for many decades, the cost of state government has been designed to grow about 5 percent each year. The
budget I present today grows at less than half that rate while still investing in our economy and protecting the most vulnerable. This required careful, diligent work and often difficult decisions. I want to
thank my entire Administration – every secretary, commissioner, director, and every hardworking state employee – for their willingness
to think differently, to innovate, prioritize, modernize and put the
state in a much better fiscal position for the future.
Sincerely,

Philip B. Scott
Governor

This year’s budget will also provide additional funds for teachers’
retirement (up $16 million) and teachers’ healthcare (up $4 million) –
because we have an obligation to keep the promises we made to

2

TABLE OF CONTENTS4

Page

CONSENSUS REVENUE HISTORY AND FORECAST

4

Revenue by Component - General Fund

5

Revenue by Component - Transportation Fund

6

Revenue by Component - Education Fund

7

FY 2019 BUDGET RECOMMENDATIONS

8

FY 2019 BUDGET DEVELOPMENT PROCESS

9

Public Participation - Public Budget Forums

9

Current Services Budget

10

FY 2019 Performance Accountability
GOVERNOR SCOTT’S FISCAL YEAR 2019 BUDGET ITEMS

11-12
13-17

FY 2019 GF BUDGET OVERVIEW

18

FY 2019 GF Budget & Deficit Mitigation

18

Total Appropriations History FY 2016 - FY 2019 (All Funds)

19

FY 2019 Governor's Recommended Budget - All Funds by Function

20-21

FY 2019 Governor's Recommended Budget - Pie Charts - by Function and Fund

22

FY 2019 Governor's Recommended Budget by Department and Funding Source

23-25

General Fund Summary

26

Transportation Fund Summary

27

Education Fund Summary

28

FY 2018 BUDGET ADJUSTMENT RECOMMENDATIONS (BAA):

29

Governor's Budget Adjustment Recommendation Summary

30

FY 2018 BAA - Pie Charts - by Function and Fund

31

FY 2018 Budget Adjustment Worksheet by Fund

32-33

OTHER REQUIRED REPORTS

34

TAX EXPENDITURE REPORT

35

Non-Profit and Charitable Related Tax Expenditures by Tax Category, and by Agency/Department
RETIREMENT INTEGRITY REPORT

36-37
38-39

ACKNOWLEDGEMENTS AND CREDITS

40

3

CONSENSUS REVENUE HISTORY AND FORECAST

General Fund Revenue History & Forecast
(as of Emergency Board Meeting January 18, 2018)
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On January 18, 2018, the Vermont Emergency Board adopted revised General, Transportation and Education Fund Consensus Revenue Forecasts for the remainder of FY2018, FY2019 and FY2020 as compared to the adopted July 2017 forecast.
The General Fund (GF) for FY2018 was projected to be $1,493.6 million (+$8.1 million, +0.5%) while the FY2019 GF was projected at $1,568.2 million ($29.7 million, +1.9%). The Transportation Fund forecast for the remainder of FY2018 was projected
at $277.6 million (+$1.4 million, +0.5 %) and for FY2019 was projected at $281.0 million (+$2.1 million, +0.8 %). The Education
Fund (portion subject to consensus revenue forecast) was projected to be $198.4 million for FY2018 (+$0.4 million, +0.2%) and
$207.8 million for FY2019 (+$1.1 million, +0.5%).
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FY2019 BUDGET RECOMMENDATIONS
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THE FISCAL YEAR 2019 BUDGET DEVELOPMENT PROCESS/PUBLIC BUDGET PROCESS
In accordance with 32 V.S.A. § 306 (d), the development process for the
Governor’s Budget Recommendations include public participation and a
current services budget.
Public Participation – Public Budget Forums
The Secretary of Administration used an online budget forum to meet the
requirements of 32 V.S.A. § 306 (d). Under this section the Governor is
required to develop a process for public participation in the development
of goals and a general prioritization of spending and revenue initiatives as
part of the state’s budget.
Using the Department of Finance & Management’s public website, the Administration posted an online presentation describing the overall budget and
budgeting process, found at the website address below:
http://finance.vermont.gov/sites/finance/files/FINAL%20FY19%20Budget%
20Presentation.pdf
The Administration invited comments both online and in writing, during a
five week period in November and December.
During this time, Finance & Management received 475 comments online
(SurveyMonkey) and 74 written comments. Below is a summary of those
comments:
28 comments supported the full funding of $10M for the Parent Child
Centers Master Grant
16 comments supported an increase of $250,000 for the expansion of the
HEAT squad
12 comments regarding K-12 education; both in support and against
9 comments supported increased funding for public higher education
1 comment encouraged support of senior citizens
1 comment supported an increase in human services spending; particularly
the opioid epidemic and mental health
1 comment supported tax reform
1 comment supported the Working Lands Enterprise
1 comment supported an overhaul of the online survey
1 comment supported an increase in Vermont game wardens
1 comment was not in support of the meals and rooms tax
1 comment supported Vermont secession
1 comment was in support of teachers’ pensions
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Current Services Budget (per
32 V.S.A. § 306 (a)(1))

THE FISCAL YEAR 2019 CURRENT SERVICES BUDGET

A current services budget
measures how much it
would cost the State in an
upcoming budget period
to deliver the same quantity and quality of services
delivered in the current
budget period. A current
services budget takes into
account the impact of
factors such as: inflation
and other changes in the
per-person cost of providing the programs and services; any expected
changes in the number of
people utilizing those services and benefits due to
population growth or other
factors; any previously
enacted changes that
have not been phased in,
ongoing formula-based
adjustments, and other
factors that would require
statutory changes to undo; and collective bargaining agreements.
A current services budget
does not take into account
the impact of factors such
as: proposed new policy
or policy changes not yet
enacted; new programmatic initiatives; and proposed new revenue or tax
receipts.

See General Fund Overview on page 18 for additional information.

Notes:
(1) FY19 Pay Act reflects State's collective bargaining position as of 1/16/18,
and will be included in separate Pay Act legislation. FY18 Pay Act is annualized
in departments' FY19 Current Services above, and so should be excluded for
comparison.
(2) Departments' FY19 Current services includes allocated $5M management
savings and $7M base rescission reductions.
(3) FY19 One-time appropriations include $400K Secretary of State elections
(every other year) and $1.4M for statewide reclassifications.
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PROGRAM TO IMPROVE VERMONT OUTCOMES TOGETHER (PIVOT)
FY 2019 GOVERNOR’S BUDGET RECOMMENDATION
Governor Scott’s Executive Order 04-17 established the Program to Improve Vermont Outcomes Together (PIVOT). Governor Scott firmly
believes in a system of Continuous Improvement (CI) for programs and processes as a way to modernize state government.
CI is a way of thinking, a commitment to making things better. CI comes with a full diverse toolbox. No idea is a bad idea, regardless of whether
an idea eventually works or not. The key to CI is to keep thinking. CI is a system which works from the bottom up.
The system is driven by specific performance indicators which we will use to measure our progress and report to Vermonters so they can hold
us accountable for making meaningful gains. These “breakthrough” indicators will prove if Vermont’s families, children and communities are
doing better. When they are, revenues will increase and state government will have more resources to invest in our strategic priorities. This is
the benefit of having a clearly defined strategic plan - a blueprint for growth - and a budget that supports this approach.

2017 RESULTS
Under the leadership of the Chief Performance Officer, PIVOT accomplished a great deal in 2017, its formative year, and has ambitious plans for
2018 and 2019.
Targeted Action Plans (TAPs): On June 20, 2017, forty-four Targeted Action Plans (TAPs) were approved by the Governor. TAPs were developed to have actionable items to implement, beginning in 2017, jump-starting our ability to act on process and results improvements, instead of
waiting for training program maturity or completion of the Strategic Plan. A “Dashboard” report on the status of the initial PIVOT TAPs, as of
12/31/17, is available electronically at: http://spotlight.vermont.gov/sites/spotlight/files/Performance/
PIVOT/2017_PIVOT_TAP_Update_12.31.17Final.pdf.
Training: A total of 201 employees and 80 extended cabinet members have been trained in-house by the PIVOT Development Team (PDT),
since June 19, 2017 (RBA and Lean). Prior to PIVOT, Lean-only training and support was contracted by DEC and AOT at a cost approaching
$300,000 and trained 340 employees and 58 leadership positions from 2013 - 2017. In total, 541 employees and 130 leaders/managers have
been trained in some level of continuous improvement methodologies.
Steering Committee: The statewide Steering Committee has been established, consisting of the PDT members, the Chief Data Officer, and
one representative from each of the 12 cabinet agencies and independent departments. The Committee will provide governance, project selection advice, dissemination of best practices, training curriculum changes and assistance.
A Green Belt (GB) Practice Network has been established. The network meetings are an opportunity for GBs to support and learn from each
other. By sharing experiences, practicing skills, learning new tools, and staying connected, GBs will develop and sustain an infrastructure for
continuous improvement to rely on for effective and consistent facilitation.

2018 & 2019 PLANS
•

Continue work on 2017 TAPs to completion and establish periodic meetings schedule with Cabinet and PIVOT Leads to review TAP progress; developing future TAPs to add strategic planning.
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•

Transfer training to Center for Achievement in Public Service (CAPS) workforce development staff; Develop plan to ramp-up training capacity
to meet strategic goals; Continue working on the Service Domain, Program and Activities inventory (SPA Matrix).

•

Form a chartered Project Team for the new Outcomes-Based Programmatic Budget construct (key goal in AOA-Strategic Plan).

•

The final SPA Matrix will be the basis for the new budget construct, eventually allowing for budgeting by organization (as we currently do), by
individual Programs, and by Service Domains across Agencies - such as “All Housing Service.”

•

Finalize the state Strategic Plan and planning process, with annual updates to transcend administrations.

•

Future TAPs will be developed from the Strategic Plan and/or the continuous improvement process being built within each agency and departments.

•

Form a chartered Project Team for a Dashboard template and Open Data portal expansion, including Dashboards for the Strategic Plan, PIVOT and 2014 Act 186 Outcomes.

•

Continue the institutionalization of a Continuous Improvement Culture, including process improvement methodology training (RBA and Lean),
driving improvement work strategically, and pairing top-down vision with bottom-up ideas.

We made great progress in 2017, PIVOT’s formative year. Our progress to date leaves us well positioned to increase trained employees and
engage in projects which will improve results, make processes more efficient, eliminate waste, improve customer service and build programmatic
capacity.
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GOVERNOR SCOTT’S FISCAL YEAR 2019 KEY BUDGET ITEMS
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THE FISCAL YEAR 2019 GENERAL FUND OVERVIEW
FY 2019 General Fund Overview
The budget process began with the submission of FY 2019 budget requests from
agencies and departments. Regular
meetings with the Secretary of Administration and the Governor yielded a
budget balanced to the projected available revenues and the Governor’s targeted
growth rate.
The Governor’s Budget Recommendations were finalized based on the Consensus Revenue Forecast adopted by the
Emergency Board on January 18, 2018,
just prior to the Governor’s budget address to the General Assembly on January 23, 2018. (The revenues in this chart
exclude the impact from the federal tax
changes in order to present a cleaner picture of the “moving parts” in the FY 2019
Governor’s recommendation and the upcoming potential revision to the federal
tax impact). The individual items reflected in the chart are discussed in more detail elsewhere in this document.
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THE FISCAL YEAR 2019 GOVERNOR’S BUDGET RECOMMENDATIONS BY GOVERNMENT FUNCTION AND BY FUND

FY2019 Governor’s Budget
Recommendations by Government Function

FY 2019 Governor’s Budget
Recommendations by Fund
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FY 2018 BUDGET ADJUSTMENT RECOMMENDATIONS
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FY 2018 GOVERNOR’S RECOMMENDED GENERAL FUND BUDGET ADJUSTMENT SUMMARY
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THE FISCAL YEAR 2019 GOVERNOR’S BAA RECOMMENDATIONS BY GOVERNMENT FUNCTION AND BY FUND
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OTHER REQUIRED REPORTS
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TAX EXPENDITURE BUDGET REPORT
Tax expenditures are statutory provisions that reduce the amount of revenue collected in order to encourage certain activities
or to limit the tax burden on certain types of individuals. By reducing the amount of tax revenues collected by the government,
tax expenditures can have the same fiscal impact as direct government expenditures, even though they appear as reductions
in taxes.
Tax expenditures, however, differ from direct spending programs in one important respect. Direct appropriations for government programs are evaluated annually during the budget process, and the Legislature must take affirmative action to continue
funding. Additionally, direct spending programs are itemized in the budget and are therefore more transparent to the public.
Tax expenditures, on the other hand, usually represent permanently foregone revenue and are not evident in the State budget
or subject to the same annual review process.
Annual Tax Expenditure Budget reporting is codified under 32 V.S.A. § 306. The schedule for reporting is segregated into the
following categories:
(1) A budget covering tax expenditures related to non-profits and charitable organizations and covering miscellaneous expenditures shall be made by the third Tuesday of the legislative session beginning in January 2012
and every three years thereafter.
(2) A budget covering tax expenditures related to economic development, including business, investment, and energy,
shall be made by the third Tuesday of the legislative session beginning in January 2013 and every three years thereafter.
(3) A budget covering tax expenditures made in furtherance of Vermont’s human services, including tax expenditures
affecting veterans, shall be made by the third Tuesday of the legislative session beginning in January 2014 and every
three years thereafter.
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RETIREMENT SYSTEMS FINANCIAL INTEGRITY REPORT
Retirement Systems: Funding Update
As specified in 32 V.S.A. §311, the following is a report on the financial integrity of the State Employees’ and State
Teachers’ Retirement Systems.
Contribution Levels
VSERS
As a result of the June 30, 2017 actuarial valuation, the actuary for the Vermont State Employees’ Retirement System
(VSERS) recommended a FY 2019 contribution of $62,984,742 to the pension plan (VSERS pension) and $100,187,896
to the Vermont State Employees’ Other Post-Employment Benefits (VSERS OPEB) plan.
The State’s contribution has been reduced to $62,059,742 (down $925,000) based on the Treasurer’s estimate of FY
2019 contributions to VSERS by town participants.

The State’s contribution to the VSERS OPEB during FY 2019 will be $36,985,568, which is the Treasurer’s November
2017 estimate of VSERS retiree benefit costs on a pay-as-you-go basis.
VSTRS
As a result of the June 30, 2017 actuarial valuation, the actuary for the Vermont State Teachers’ Retirement System
(VSTRS) recommended a FY 2019 contribution of $105,640,777 to the pension plan (VSTRS pension) and $54,658,645
to the Retired Teachers’ Health and Medical Benefits (RTHMB) plan.
The FY 2019 VSTRS contribution of $105,640,777 will be funded by $92,241,519 of State general funds, $7,699,258 of
State education funds and $5,700,000 from local education agencies for teacher salaries supported by federal grants.
The Treasurer’s November 2017 estimate for VSTRS retiree health benefit costs on a pay-as-you-go basis is
$36,747,786. That amount will be contributed to the VSTRS OPEB during FY 2019, using $31,639,205 of State general
funds and $5,108,581 from the employer annual charge for new teacher health care and from subsidies under the Employee Group Waiver Plan (EGWP) implemented in 2014.
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Funding Levels
State statutes define the method of funding the retirement systems, which is assessed and reported by an independent
actuary. Based on the actuarial funding calculations and reports, the funded ratios (and resulting unfunded liability) for
the VSERS and VSTRS pension systems for the period ended June 30, 2017 are 71.4% ($717,577,722) and 54.2%
($1,502,453,387) respectively. The funded ratios (and resulting unfunded liability) for the VSERS OPEB and VSTRS
RTHMB plans for the period ended June 30, 2017 are 1.54% ($1,435,113,042) and -3.08% ($891,459,018) respectively.
The pension plan actuary uses Governmental Accounting Standards Board (GASB) standards to produce separate data
(comparable nationally by using a standard actuarial method) for accounting and financial reporting purposes, and not for
funding decisions.
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