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Evaluating 3 State Budgets, 2013-2015

A PRELIMINARY BUDGET REPORT CARD: How the States Are Trending

® Followed best practices © Needs improvement @ Followed practices to be avoided NA Fiscal 2015 yearend data not available

meet revenue threshold, which excludes personal income taxes.

* Principally retiree health care  ** California funds include Special Fund for Economic Uncertainties, Reserve for Liquidation of
Encumbrances, and Budget Stabilization Account. New Jersey made no rainy day fund contributions in fiscal 2013-15 because state failed to

CALIFORNIA NEW JERSEY VIRGINIA
BUDGET PRACTICE 2013 2014 | 2015 | 2013 2014 2015 2013 2014 | 2015
Used consensus revenue forecasts ® ® ® ® ® ® ® ® ®
Adequately funded annual pension contribution that
actuaries say is required ® b b ® g ® g b ®
Provided advance funding of other postemployment
benefits (OPEB) obligation* b o ® b ® ® b ® b
Increased rainy day fund balance as economy ® ® ® ® ® ®
recovered** NA NA NA
Provided easy online access to budget and necessary
supplemental data
Avoided delaying payments to third parties to reduce
general fund deficit or address liquidity issues ® b b ® b b b b L
Avoided moving future revenue into current fiscal
year or current expenses into next fiscal year ® b b ® b b b
Avoided selling assets to raise cash for general fund
or address liquidity issues b b b b b b b b L

SOURCE: Survey of material practices in state budget and financial reports.
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Volcker Alliance’s Agenda for Budget Reform

« Complete budget info, including how balance was achieved
and whether one-time revenue sources were used, should be
easier to find and interpret.

* Short-term revenue forecasts should be transparent and
supportable by historic growth trends. Past projections
should assessed for accuracy to help improve forecasting.

e Recurring costs should be paid with recurring revenues.

* Proceeds of borrowing should not be used to cover operating
expenses.

e States should move away from cash budgeting and toward
modified accrual to show the true present value of future
obligations.

e States should build rainy day funds, adjust them for revenue
volatility, and replenish them after they are tapped.

Working for Effective Government
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Cost-Shifting Consequences

* The cost of shifting costs to future generations:
» Pension/OPEB underfunding
» Infrastructure gaps
» Education needs left unmet
» The need for improved, independent revenue forecasting
» Growing revenue volatility
» Inadequate rainy day fund policies

* The cost of inaction:
» Widened credit spreads/lack of market access
» Service insolvency
» Financial insolvency (Puerto Rico, Harrisburg)
» Chapter 9 bankruptcy (Detroit, JeffCo, California cities)
» Social and market unrest?
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Truth & Integrity Next Steps (1)

Expand scrutiny to all 50 U.S. states
Refine/expand screening criteria

Join with 5-10 universities to collect and analyze
data under supervision of the Volcker Alliance.
Good budgeting = good teaching tool

Create and publish recurring Report Card on state
budgets

Use Report Cards and data to enlist advocates for
budget reform in statehouses

Create open database of budget findings/apps for
research/simulation
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Truth & Integrity Next Steps (2)

» Refinement/expansion of screening:

v’ Long-term structural general fund gaps

v" Inclusion of tax abatements/credit costs in budget
v Uniform measure of infrastructure/education gaps
v' Modify pension funding screen to reflect GASB

v Improved scrutiny of fund transfers

v Improved evaluation of budgetary reserve

v Use of/commitment to use GAAP for budgeting

v' Year-to-year comparability

v’ Creation of digital database & dashboard
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Relevance for Alabama
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Alabama Echoes Common Refrain
Across US as Budget Season Begins

Alabama lawmakers begin 2016 session to
familiar budgel woes

Febiruary 2na, 2016 by Associated Press  in Local Regional News — Read Time: 2 mins.,

Rep. Mike Ball rests his arm on a chair during the legislature session start Tuesday, Feb. 2, 2016, in Montgomery, Ala.

Photo by Associated Press /Times Free Press.

MONTGOMERY, Ala. — Alabama
lawmakers began the 2016 legislative
session on Groundhog Day with familiar
budget woes that could spell funding
cuts for many state agencies.

Chattanooga Times, 2/2/16
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Alabama’s First Budget: the Deficit of 1819

Revenues=522,111

Expenditures=$32,331

Source: Alabama Dept. of Finance, Executive Budget Office
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Alabama Budget Environment:
Economic Headwinds:

OUSTAL Index 97) Settings Page 1/7 Comparative Returns
ange o 1°/21/2015 | BEEaeel ! 1onthl B No. of Period 75 Month(s)

Currency Price Change Total Return Difference Annual Eq

Philadelphia Fed Coincident
Indexes -- AL and US

Filllétr'cslia 61 9777 8600 Brazil 5511 2395 9000 Eur opw 44 20 7330 7500 Germany 49 69 9204 1210 Honc_; Kong 852 2977 &000
Japan 81 3 3201 8300 Singapore 65 6212 1000 U.s. 1 212 318 2000 Copyright 2016 Bloomberyg Finance L.P.
SH 158341 EST GMT-5:00 H447-44-3 29-Jan-2016 15:43:46

Source: Federal Reserve Bank of Philadelphia, via Bloomberg
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Alabama Budget Environment:
Unfunded Pension & OPEB Liabilities

12 Months Ending 09/30/2004 09/30/2005 09/30/2006 09/30/2007 09/30/2008 09/30/2009 09/30/2010 09/30/2011 09/30/2012 09/30/2013 09/30/2014|
Pension Net Periodic Cost

Pension Expense (Income) | 52.2 68.7] 97.0 646.9 876.7| 930.4 191.2 183.2 147.3 — —
Other Postretirement Cost

Other Postretirement Benefits Expense (Income) — — — — 311.0 214 .4 196.4 199.8 285.2 538.6 449.5
Interest Cost — — — — — -10.3 -14.3 -19.4 41.9 34.6 42.3
Pension Funded Status /\
Fair Value of Plan Assets 26,670.0 23,878.7] 28,439.7 29,369.3 30,687.0 30,740.8 30,763.1 30,118.3 29,122.2 28,136 29,419.4
Projected Benefit Obligation 28,767.1 26,643.8 33,962.0 35,704.3 38,657.8 40,957.1 41,634.9 42,9421 43,536.7] 42,516.9 44,616.9
Over(Under) Funded Pension -2,097.2 -2,765.1 -5,522.3 -6,334.9 -7,970.8 -10,216.3 -10,871.9 -12,823.8 -14,414.4 -14,380. -15,197.1
Employer Contribution 492.5 552.4 687.9 1,540.0 1,676.2 1,623.4 1,601.8 1,560.8 1,359.3 1,406.0 1,567.5
Benefits Paid — — — — — — — -2,483.0 — -2,817.9 -2,975.9
IAccumulated Benefit Obligation 0.0 0.0 — 0.0 0.0 0.0 —] —] —] — —]
Pension Funding Ratio 92.71 89.62 83.74 82.29 79.38 75.04 73.89 70.14 66.89 66.18 65.94
Other Postretirement Funded Status /\
Fair Value of Plan Assets — — — 400.8 579.8 632.0 767.5 847.9 886.7| 1,056.9 1,217.6
Projected Benefit Obligation — — — 16,069.3 16,209.2 16,227.8 16,078.0 15,747.2 12,451.2 12,1731 12,459.8
lOver(Under) Funded Post Ret Benefits — — — -15,668.5 -15,629.4 -15,595.8 -15,310.5 -14,899 .4 -11,564.6 -11,11 -11,242.1

Source: Bloomberg
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Lessons for Alabama:
Budget Elements for the Future?

STATE OF ALABAMA

EXECUTIVE
BUDGET

ALADA s

FISCAL YEAR
2016

Robert Bentley
Governor

Introductory explanation
Departmental explanations
Infrastructure deferred cost

4. Pension/OPEB discussion

(See California examples:
http://www.ebudget.ca.qov/2016-17/

w N

BudgetSummary/BSS/BSS.html)
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AL 2016-17 Budget: First Word is a Table

STATE GENERAL FUND AND EARMARKED FUNDS BUDGET SUMMARY
FY 2015 FY 2016 FY 1017 FY 1017
AFFPROPRIATIONS AFPPROFRIATIONS BUDGET REQUESTS GOVEENOR'S RECOMMENDATION
GENERAL EARMAREED GENERAL EARMARKED GENERAL EARMAREED GENERAL EARMAREED
FUND FUNDS FUND FUNDS FUND FUNDS FUND FUNDS

L Legnslative
Examiners of Public Accounts 6,837,814 4,030,245 5,811,602 5,523,004 11,624,542 1,013,863 5,666,312 1,013,863
Law Instine 100,602 35,811 142,831 30.000 166,076 30,000 138974 30,000
Lagizlative Building Authority 92,732 B45.119 o o o o o o
Legizlatve Council 201,778 0 o 008,560 o 885,833 o
Legizlative Fiscal Office 3,010,124 ] o 1,925 663 o 1,367,401 o
Lagizlative Feference Service 1,009,670 200,093 105357 1,601,240 195,000 1,467,333 195,000
Legislamre 24.405.045 0 o 24223440 o 19,229,791 o
Legizlamre - Poverty Commission 7217 ] o o o o o
Speaker of House 1,615,301 ] o 13553351 o 1,200,938 o
Office of the President Pro Tempore 1,501,834 0 o 1231860 o 064,762 o

Total Legislative 41,061,314 6,011,258 3,748,451 43,120,850 1,237,863 30,811 406 1,237,863
IL Judicial
Court of Civil Appeals 3,808,533 ] o 4,173,203 o o
Court of Criminal Appeals 431454 ] o 4,185,115 o o
Tudicial Inquiry Commission 515117 1] o 635283 o o
Judicial Retirement Fund 1,264,074 ] 7 o 1,361,005 o o
Supreme Court 11,204,014 ] 11,204,480 o 10,566,537 o o
Supreme Court Library 716.518 ] 684,965 o 1123552 o o
Unified Tudicial System £2.337.007 17.535.326 92337.007 83.620.573 80.414.013 80.414.013

Total Judicial 115,285,607 77,535,326 113,266,546 83,620,573 B0.414.013 116,138,633 80,414,013
II. Executive
Accountancy, Board of Public 1,215,403 o L5710 o 1475054 o 1,475,034
Adjusment, Board of ] 263,008 o 1017107 o 150,802 1]
Ag & Cons Development Comm 65417 237719 o 645360 o 2125833 o
Agriculture Museum Board ] 41,501 o 100,912 10,000 o 10,000
Apriculture & Industries, Dept 23,808,173 8,801,246 28816383 10,219,588 20672336 8361374 20,672.336
Alabama Trust Fund 0 T4.400 o 51700 8,265 o
Alcobolic Beverage Cantrol Bd §9,938,383 o 77334733 o o 76,123,453
Architects, Board far Fag of o 502,030 o 538.000 o o
Archive: and History 1,155,108 203,866 1,753,240 405.000 1,101,346 1664750
Assisted Living Adminisiraiors 0 0176 o 106,500 o
Athlete Azents Commiszion. Alabama i} 31471 o 51,523 o
Athletic Commiszion, Alabama 0 02,837 o 205,500 o
Athletic Trainers, Board of Beg 0 61,874 o 73.000 o
Attorney General, Office of 3,084,000 18,706,176 12,275,000 11,525,000 10,300,000 1,751,546
Anctionzers, Al Stas Board of o 161,720 o 163,000 o 195,000
Anditar, Sate 1,065,922 842,125 o L017.706 ]
Banking Deparonent 0 14,305,037 o 16,749,000 o 0,000
Bar Azsociation, Alabama State o 5,808,602 o 6,600918 o 50,000
Brierfield Ironwarks 0 ] o o 100,000
Bailding Commissien. Sate 10137 L1975 o o o
Building Renovation Fimance Authority T48.435 ] 1,061,450 o 1301445
Child Abuse & Neglact Board 85,000 3,200,705 80315 3118408 1,004,000
Children's Services Facilitation Team 0 304,384 o B0 o
Chiropractic Examiners Board [ ] 504,000 0
Choctawhatchee-Pea River Cons 15,614 45,002 10.000 105,568
Commerce Deparment 5,002,470 6,015,260 37,440,567 6,084,008 41,035.938
Consarvation, Diepartment of 0 o 146,188,947 o
Construction Fecruitment Institate, Alabama i} o 1,750,000 o 1,750,000 1,750,000

Source: Alabama Dept. of Finance, Executive Budget Office
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CA 2016-17 Budget: First Word Is a Narrative
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INTRODUCTION

ince 2011, the State of California’s fiscal situation has dramatically turned around.

When Governor Brown took office in 2011, the state faced a $26.6 billion immediate
budget problem and estimated yearly gaps between spending and revenues of roughly
$20 billion. The budget was balanced with permanent spending cuts, temporary taxes
from Proposition 30, and a solid economic recovery.

As the state’s economy has recovered, the past three budgets have restored some
previous budget cuts and expanded services, such as extending health care coverage

to millions of Californians, creating the state’s first earned income tax credit, and spending
multiple hundreds of millions of dollars for movie tax credits and child care. In addition,
the state has paid down its budgetary borrowing and addressed some long-standing
problems—such as implementing a plan to restore fiscal health to teacher pensions and
making major improvements to the state’s water system.

A strengthening state economy is continuing to push revenues higher. The state's
unemployment rate is below 6 percent for the first time since 2007. In 2015, capital
gains— the state’s most volatile revenue source—reached an all-time high. Despite
the increase in one-time revenues, the Budget remains precariously balanced for the
long term after paying for existing obligations and the Proposition 30 temporary tax
revenues expire.

The economy is finishing its seventh year of expansion, already two years longer than
the average recovery. While the timing is uncertain, the next recession is getting

GOVERNOR’S BUDGET SUMMARY - 2016-17

TEWe oPI@F W af&f 7). / al

Source: California Dept. of Finance

Working for Effective Government
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Budget Transparency Principles
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Beyond the
Basics

BEST PRACTICES IN STATE BUDGET TRANSPARENCY

KATHERINE BARRETT AND
RICHARD GREENE

December 2015

WORKING PAPER

This paper was prepared for the Volcker Alliance as background for its project on truth and
integrity in government finance. The views expressed in this paper are those of the authors
and do not necessarily reflect the position of the Volcker Alliance. Any errors or omissions

are the responsihility of the authors.

THE VOLCKER ALLIANCE, 560 LEXINGTON AVENUE. SUITE 188, NEW YORK, NY 10022
(646) 343-0155 | INFOEVOLCKERALLIANCE.ORG | WWW.VOLCKERALLIANCE.ORG

Download the
working paper at
http://tinyurl.com/

zngr79h
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10 Best Practices for Budget Transparency

* [ssue for all states: Inadequate practices vs.
inadequate disclosure

* Principles for Better Disclosure:
» Clearly present one-time revenues/impact on budgets
» Provide multiyear projections for revenues/expenditures
» Disclose impact of delayed spending, esp. pensions/OPEB
» Determine/disclose deferred infrastructure maintenance
» Provide tax-expenditure information
» Show current/historical/trend info for debt
» Disclose impact of state fiscal action on localities
» Show actual education funding vs. any benchmarks/goals
» Improve disclosure of tax revenue volatility
» Include targets for financial goals, such as reserves

And now, for some examples...

WTHE VOLCKER ALLIANCE

Working for Effective Government
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BEST PRACTICE Provide Long-Term Revenue and Spending Forecasts

Long-term revenue and expenditure forecasts are vital for policymakers’ planning and to better
inform the debate over the allocation of scarce resources. But while half of US states publish
long-term projections either for revenues or spending for current services, only Alaska, New
York, and Washington provide estimates for both. This map from the Center on Budget and
Policy Priorities shows which states use forecasting policies that more should emulate.

oee < [ opp.on . 0o ¢ 7

= >)}?

Most States Fall Far Short in Budget Planning

No long-ferm forecasts | Long-lerm forecasts Longiem farecasts

O revenues of for efther revenues o fox Dot revenues ard

Qe 387 Vices cuneot-3enices cuTent-weTvices
spending spendng

NH
/T e

"'v»m.‘\, NA
V- Tl

!"“ £ T
.y NS
A 0E
ND
oCl

HI

SOURCE: ht tp://www.cbpp.org/sit es/default Mfilesatoms/files/10-15 -1 5sfplookingahead. pdf
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BEST PRACTICE Use Consensus Revenue Forecasting

States should use multiple inputs, including forecasts from the executive and legislative
branches as well as from independent economists and business groups, to estimate revenue and,
as much as possible, insulate the process from politics. In this map, the Center on Budget and

Policy Priorities has tracked which states use consensus forecasts.

Most States Use Consensus Process to Reduce
Pol dig ODver Revenue Forecasts

ARl
- H r— N
5 “—,{f’-'Ju..;:.
W2
A “
s“‘ Al AV
X A
AN A

SOURCE: http:/www.chpp.org/sites /default /files/atoms/files/10 <15~ 15s fplookingahead. pdf
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AL Wish List: More Forecasting Disclosure

STATE GENERAL FUND SUMMARY
FISCAL YEARS 2N 1 TERRCOUGH 20068

ESTIMATELD

ACTUAL
FY 2001 FY 21 2 FY 1013 FY 1k 4 ﬂi"l' s{IFES Fy 20046 \
Balpnce i Begn Yo &, 101,705 42,003,050 39,720,232 IE 134502 45 13 o
Het Conmmuing Recsipts 1 433,717,636 1,384,732 | 6EB 1,547 835 350 1539 B8 410 1,578 E71 546 2 250 (0 D00
Ok One Tinse Reverass T 556 18T 234 516,365 [, 0,043 it e L L 0 54 1]
Tebacea Translers 0 the Genemml Fund 10376301 L0l 7,141 10,603,947 104901 223 1032 101 10000 0
Toaad Available 1377194130 1,725,873 244 1,764 0616, 51 2 1,750 05 Jdi 1, 5E4 B35 344 2, 0 000 D00
Lexs:
Expendiiures and
Encumbrances 1535, 1851030 |, 686,153,012 1, 726,810,010 1,747 300 054 1,584 19 2d3 2. 300, (00 000
Balanes at End of ¥ear 42,10 050 39,720,232 3%, 156,502 44,336 245 o ]
| [———— |

Source: Alabama Dept. of Finance, Executive Budget Office
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BEST PRACTICE Disclose One-Time Transfers Into the General Fund

States should clearly report how much cash is transferred into the general fund from special
funds that may not be available in future years. Nebraska’s Legislative Fiscal Office discloses this
at the end of the state’s fiscal biennium.

o0 e < i8] nedraskalegslature gov : O 0
»:l +
General Fund Transfers-In
Current Yr Bernal Buoget Folow rg Berrum
FY2014-15  FY201516 FY201617  FY2017.18  FY2018.19
Securtes Act G Furg 21,000 000 24 000 000 24000000 0 0
Tobacce Products Agmin Casn Fund 10,000 000 13 000 20 12 000,000 0 ]
Dept of Psurance Cash Fund 6,000,000 625000 £.250,000 0 0
Crartatie Gaming Oper Fure ° 2000000 0 0 0
Dept of Moty Verces grtor rwrock Fura 200,000 200 000 200,000 0 0
Colecton Agency Cann Fune 0 200900 0 0 0
Vasie Redcton ard Rncycing ncentve Fund 0 1,000,000 0 0 0
Reso. ce Recovery Casn Fure 0 200000 0 0 0
Mezropoitas Cass Oeveoprent Furg [ 147 000 0 0 0
Prevacy Ciass Developront Fung [ 98000 0 0 0
Corvertion Center Support Fune 0 150000 0 0 0
Severance Tax Aamwn Cask Furg 0 150 000 150,000 0 0
Joo Tranng Cas» Fund [ 2% 00 250,000 0 0
Mecicad False Cars Cash Furd 6,800,000 9 0 0 o]
Totw Gerwr sl Furd Trarmters-n 44,000 000 A7 645 000 40 850,000 0 0

SOURCE: http:/nebraskalegislature.gov/pdf /reports/fiscal/2015budget brief.pdf
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BEST PRACTICE Present How the State Budget Is Assembled
States should explain clearly how the budget cycle works, including when planning for the

next fiscal year starts, when the budget takes effect, and what follow-up moves may be taken.
Washington's flowchart provides a model for others to emulate.

[ ] [ ] e T

= +
Oncoms June 2016 Sertemsea 2016 FauL 2016 Decemsin 2016
Strategic m budget "D phmitbudget ™ andGovenors ™SSP propeses budget

SOURCE: http:/www.ofm.wa.gov/reports budgetprocess. pdf

Working for Effective Government
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BEST PRACTICE Disclose Deferred Infrastructure Maintenance Costs

Like unfunded pension obligations that eventually will need to be addressed, the cost of
deferred maintenance on highways, bridges, and other state infrastructure represents a burden
on future taxpayers. It should be disclosed as part of the budget process so informed decisions
about allocation of resources can be made. California provides an excellent guide to deferred
maintenance in its five-year plans (the most recent estimate was $66.1 billion for 2015).

a0® < m SOUOgL i Jov : [ M
[=T 4
Fiagura INO-02
ldentified Statewide Deferred Maintenance
(Dodiars in WLGAS)
Depactrard o Trarasnetaton 5598 DO0
Audaal Dranch L
D= of Parin arad o= 1,400
Caiforna Corrematity Cologes 51004
Deparsserd of Comeclions ard Mehahiltaton R
Calfiorma Slaes b ply 892
Daparir=ard of Deveiapmantal Serecos s3ar
Deparrmeed of Genarsl Sorace 138
Dapiarr=eed of oty and Fis Protecton LRF ]
Camiforna Mistary Dagdrirne 08

Lirdwarsity of Caviorea F 31

SOURCE: httpo/‘www.ebudget ca. govs/2015- Infrastructure- Flan. pdf
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BEST PRACTICE Present the Cost of Tax Breaks

States should disclose as part of their budget documents the amount of revenue they have given
upvia tax exemptions and credits offered to businesses and individuals. This brings budgets
more in sync with a Government Accounting Standards Board rule for states and municipalities
to disclose such tax breaks in their comprehensive annual financial reports, beginning in
December 2015. Lounisiana makes such a disclosure in its budget.

s [ doa.ia. g 4] | ._'_'.

= ¥ [l

REVENUE LOss SUMMARY

Taxcype (Lined is saler ol mapniude) FYE&-11 FYE 612 FYE 613 FYEf-14 FYE 615
{peerjectad) { ed)
1 ‘Toenme fat - corporaccn SLNGLANL, (0 SLMGIALIE S OLias s 3] ELEAN ]
1 Desnme i - e SLATE A0, M SLAM SR 51561 18K 192 Son I e 500 TEAA
3 Saernn SIS1A TR AN S2ARIS4ITH ET SR LS 55D ST L7 TR 0
4 Kawal R [RLTE - £137, 151045 £ ERT 109 HOTLIALE]  R4E SIS
& Tus incentive and crmmpsine mrenct A48, 0, 52 THENA L4 58] ANRALE L4 1297980 ST NI
€ Pesoleurs peaducm ux 591,200,440 5177188900 STMT.078 SILLT0000 50137400
T Compoessiys funchie m 7,007, A SSIESH SIAEI20E2 N0 ST M7
§ Tobaoo o T4 TR, R IR I E TS SR MG AT PN P00 % TR, 40,08 0
& Pusbcusleio snd crios taraN e A1 AEN, 4 ANAINE L1104 1SS 41,39 06 81,3800
18 Ligmon - sechol boveryse cana S1M8, 000 S2LNAN 51770081 144 000 £204 000
11 Telorrmrampartn stuy (Nee ) 519,80 SELEm SLRS00 S A.000 15,000
17 Higarikos setis dapos taa { Hge 1] 317, 0 s LEE AT L AN ] LA i
T e bnmres fas 8, B Eingl e Maglighis W 10
14 Gl o 04 o y 3 : b W g 3 ]
Tomall (aan revemee o lﬁﬂ%ﬂi u,ﬁ% ﬂ‘.ﬁ:.ul.ill [F ] a0 I
Bl s

I Teatiudiary] s B P e 1 e M 2 R

The Firwmas Lo s o puhfiulad by e Dparmrsd of Kineess m e S Semphn Ry
D IOET, el haaled e N Srare Poadgge pue X VP 240,
Ere S g rmnw " Lramppen Madgs = dempament pbaer asr b o oo e bowd aims g o O @ Pald uie as i e

SOURCE: It tp: vewrw. doala. gov dophy/puby/ FY15/ StateBudget_FY 15.pdf
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BEST PRACTICE Disclose Long-Term Structural Budget Imbalances
Continuing gaps between a state’s general fund revenues and expenditures may prompt
governors and legislators to enact expedient one-time solutions to close deficits instead of
considering more fundamental reforms of tax and spending policies. States should estimate
and clearly disclose such gaps to better inform the debate over fiscal policy and allocation of
resources. Maryland is one such state making this disclosure.

disSibrary. stase md.us : 4]

Ongoing General Fund Revenues do Not Match

Ongoing Spending

519,504

18 S04

516, 5041

§15.500

e [ Drghimng howmaling
=i (hegnsg Boveracs
o— Siructural Ralance

s e T i 010 2oy
L JLNL L) j 11.E R FIRAL §1Tan? LLEN. (L, -
S15. 641 S16.273 518900 51749 SIE07 I8, T87

-5854 -5207 ST R348 53533 -SALE
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BEST PRACTICE Show the Cost of Underfunding or Borrowing to Make Pension Contributions

the resulting total contributions, respectively.

@ L < m Publicatons. Dudget My gGow e L+

States should reveal how shortfalls in their annmnual pension contribution s, or any borrowings to
fimance them, will affect future contribuntions. In 2010, MNMew York adopted a rule allowing the
state and local govermments to defer a portion of their annual pension contributions, as required
by actuaries, repaying them within 10 yvears with interest. This table, from the New York State
Division of the Budget’s midyear update for fiscal 2016, projects the cost of state gowvernment
deferrals to 2029, The “Normal Costs” column shows actuaries’ recommended annual pension
contributions. The following colummns show the amounts deferred, their cost, with interest, and

Fiscal Y.ear Normal Costs™ Contributions Py rm e s T otal

Reswults:
20 1543 2 (249 .8) (= Wa 1.2936
2012 20375 (SE2Z.8) 3Zz.3 1.507.0
203 20761 T7a.5) PO S 1,398 5
IO 26338 (2IAT.O) 1929 1.888. 9
oS 2. 3I05.6 =% ] s & 1918 3
Projectiomns:
20NE 1,959 7 BS0.49) IgS. 9 1,999 2
2OTT 1. G O oud 4I5S 2199 5
OB 1LE22 O oo 4315 22525
2019 1EZS6 oud SIS X 2STFA
OO 1Lare. 2 ouo 4315 2. 3097
20 1.o1.4 oL S35 2. 382 S
20O 1.977.8 O s 2 2.3I3TFT 0D
203X 1.993 5 [« W] 230 T 23242
2034 2005 1 [ Ko ) 239 4 2248 'S
OIS 203845 oud 1258 2502
OIS 20396 oud 415 20811
20T 20543 oud OO 20543
2O E 2 OEE.D oo . 2,068 9
e e ] 20T T oude . 29077
R bOmy CaOerEri Bt O v et G T T SO (ROl e e e [ = =l == S Pt O T TR OET o | FEeter e et
Frograrm arng Teachers” Retimermeent Systesn for SLAY and SED., wihereas The propectoc |peesreshon Costs im

otreee Finarscal FPlam 13bies inchuchd Ui Peieres oy Chs i s arrarits
7 ol COSTE Cludie: AT enES. fRoe T SFmortiE Athors peioe B Y 20T wwitlcin vl e 0 FY 220ME as e

rEa P Ty O A T T

SOURCE: http: publications.budget ny. gow' budget FP/FY 2 016 F PRMMidYear. pdf
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BEST PRACTICE Forecast the Cost of Debt Service

poe® N .o

(5 ir Thousancs)

Commarall Ondigstaon Aonds

Yarious Trunk
Fiseal Yaur Furpass  Highway Fund  Subisal
2008 actuml £353, 728 538,347  5390,075
2007 achuml £400.148 53752  Su53 AR08
008 actiml 2408 478 562170 S4B1,508
2008 sctual 8452 OTH 550542 8512520
200 actual $429.123 S70.547 5495665
2011 achual £308 099 545205 Badd 024
2012 actual £100,7949 E72EO01 5283400
HM 3 achial §222 584 S120308 53143 ARD
A4 achal £619835 £136488 576 423

2015 forecast 623060 2 S154.593 5TV0.B53
2016 lorecasl 5632891 5185853 5818544
2007 forecast 3638247 3211492 5849,730
2008 fcrecast  ERE2 00 217,08 S80W.20T
2010 forecasi  SE2 471 S215.579 SA3T,050
2020 orecast 5600 .B6T 5210285 58121562

2021 forecast 3620305  $203.659 5832964
Ty sy mar sl ghie pF FoRimdLEg

Actual Annual Debt Service Cosis

Oxhar Tax
Supported
Bonds

£10629
g14 545
S17 0099
824 250
§27 540
230343
38104
S40 238
297 492

5147148
Swepam
SHMTIM
5148281
a4 aod
3135621
§1353N

L]

Tostal
2400, 705
L4588 503
470 505
536,779
5527 305
£4T4 417

$302, 128
L3531 0158

5924 502
6T 4288
$396,910
955 480
5981,044
5347,784
$968,336

B
el

To help policymakers and taxpayers understand the composition and cost of borrowings, states
should cleardy present information on current and estimated future expenditures for debt
service on general obligation and other tax -supported bonds. Minnesota’s Commissioner of

Budget and Management reports on this to the legislature each February and November.

r_

}}ii

SOURCE: It tp: A wwewe. mun. gov Amm by mages TV OF - Felirwary - 2005, pdf
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Valuable Alabama Disclosure: Debt Costs

STATE OF ALABAMA BONDED INDEBTEDNESS
EXCLUDING REFUNDED BONDS
REVENUE OELIGATION BONDS BY DUE DATE (concinmed)
Amnnual Interest Ansmal Principald
Fayments. Payments

2033-34 2T — 16,530,550
2OE4-35 4,270,213 12,265,000 16,535.215
FORT-IE 3,704,438 5.310,000 13,004,438
ZO3E-37 3,270,750 5,740,000 13000750 . .
2037-38 2,516,750 19,195,000 13,011,750 PrInCI aI & Inte rest
ol St 2,307 000 10,705 000 13,002 000 7
205540 1,770,750 11.240,000 13,000 1750
2044 T 1,209,750 11805000 13,004,750 °11°
204142 £15.500 12,350,000 13,008,500 2014-42: 5.9 bl”lon

Tarals 1.2792,777.064 3,700 806, 400 5SS, STO0EL

TOTAL BONDED INDESTEDNESS BY DUE DATE

Figeal Anmunl Enlerest Anmaal Primeipal Total Ammwal
Year Fayments Payments Paymenis
aL-15 180,280,756 261,165,000 450484756
2015-16 ITR6T74.631 2T E45,000 432519631
2014617 165,977,201 21,545,000 AFTSXL20
201T7-18 152,547,409 205, TIE,000 A4BITE 00
201819 1T 012864 F70,010,000 S07.022 864
201920 119,102 206 309,315,000 SZB.42T, 208
202021 104,368,787 322,705,000 AFTOTITET
202122 2192715 ZE9 F05000 IFV0BT, LI
203223 TE.266,45T 263,560,000 340,126,457
202324 43602377 259,235,000 322,837,377
202425 1,265,732 Z33, 325000 30E,TH0LTIT
22326 36744412 445,630,000 HE23ITA4A1L
2026-2T 34247421 6T .01 T00 351,464,491
ZDRT-2E 16,482,210 125,260,000 141,742,210
ZO2E20 13,354,507 A5, 550,000 50,904.,50F
FE-F0 11193068 3B E05.000 49,798 D55
=DI0-F1 B 458,740 38,760,000 48,258,740
2031-32 T.7T3,596 FE,313,000 485,082 306
IE2-33 59582569 29,555 000 35,513,85%
FE 354 4.810,550 11,720,000 16,530,550
pave et 4270213 12,265 00 18535213
PO35-36 3704438 931 0,000 i3,014.438
BOGG-FT 3.270,750 5,740,000 15,010,750
2OET-EE 2EIGTS0 10, 195 000 I3001,750
2038-3F 2307,000 A0, 705 000 13,012,000
OG-l 1LF71.750 11,240,000 s
20404 | 1,209,750 11805000 13,014,
D04 142 619,500 12,3900 13,005,500

Tarals 1477, 543 817 4,401,314 5878860817

i

Source: Alabama Dept. of Finance, Executive Budget Office
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The Truth and Integrity Team

The Volcker Alliance Founded in 2013 by Paul A. Volcker former
Federal Reserve Board Chairman and co-chairman with Richard
Ravitch of the State Budget Crisis Task Force. Project Director:
William Glasgall, former Bloomberg News Managing Editor for
States and Municipalities. Project Manager: Melissa Austin.

Municipal Market Analytics Inc. Independent research firm based
in Concord, Massachusetts, and successor to Municipal Market
Advisors, founded in 1995. www.mma-research.com.

Katherine Barrett & Richard Greene Writing consultants for the
report. Columnists and correspondents for Governing Magazine,
consultants to Pew Charitable Trusts, senior advisers to Fels
Institute at U. of Pennsylvania.
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Contact Us!

William Glasgall
Director, State & Local Programs
wglasqgall@volckeralliance.org
Twitter @WGlasqgall
Phone 646-343-0152

The Volcker Alliance
560 Lexington Ave., Suite 16B
New York, NY | www.volckeralliance.org
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