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FY 2017 Structural Balance Issues 
 
As part of the October Finance Advisory Committee (FAC) update, the JLBC Staff had revisions to the FY 
2017 structural balance calculation.  The structural balance reflects the difference between ongoing 
revenues and ongoing spending.  The enacted FY 2017 budget had an estimated structural balance of 
$2.5 million. 
 
There was a 2-step process in the JLBC calculations for the October update.  The first step includes 
“nominal” changes which reflect a technical repricing of revenues and expenditures.  With only those 
adjustments, the structural calculation is actually a balance of $7 million in the October repricing. 
 
The second step was to review whether items labeled as one-time in the FY 2017 budget were 
sustainable as one-time items, or were “likely” to be ongoing.  After adjusting for those factors, that 
analysis yielded a structural shortfall of $(50) million.  This latter number appears in the FAC materials.  
This “likely” structural balance reflects both the nominal changes as well as items that were originally 
classified as one-time, but that are likely ongoing. 
 
The nominal and likely structural balance calculations can be seen in Table 1 below. 
 
Table 1  

Changes to Enacted FY 2017 Budget
 ($ in millions) 
Adjustment Nominal Structural Balance Likely Structural Balance
Original FY 2017 Structural Balance $ 2.5 $2.5
Revenues $ 22 $ 22 
Spending  
- K-12 Supplemental - 1% Cap $(18) $(30)
- SFB New Construction / Building Renewal  -0- $(38)
- ADE IT  -0- $  (7)
Revised FY 2017 Structural Balance $   7 $(50)
  

 
These are the following specific adjustments: 
 
• Revenues: Ongoing revenues are $22 million higher because of higher collections in FY 2016 carried 

over to FY 2017.  This adjustment is reflected in both the nominal and likely calculations. 
 

• K-12 Supplemental - 1% Cap: Due to litigation which blocked implementation of the 1% 
homeowner’s property tax cap policy, ADE’s ongoing spending is $18 million higher than projected 
in the original FY 2017 budget.  As a result, the $18 million is reflected in the nominal balance. 
 
This $18 million shortfall also occurred in FY 2016, but ADE had $6 million of other surplus funds so 
they only had a net shortfall of $12 million.  The FY 2017 budget included language which allowed 
ADE to pay off the FY 2016 $12 million shortfall with FY 2017 monies.  As a result, the total FY 2017 
supplemental need is $30 million -- backfilling the $12 million that was used for FY 2016 along with a 
new $18 million problem in FY 2017. 
 
In the likely structural calculation, we included the entire $30 million supplemental appropriation.  
In retrospect, this calculation should have only scored the $18 million ongoing problem. 
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• SFB New Construction / Building Renewal: Both the SFB new construction ($23 million) and building 
renewal ($15 million) increases were labeled as one-time in the FY 2017 budget.  Both of these 
items, however, are highly likely to be ongoing.  For example, while current construction projects 
will be completed over 2 years, they will be replaced by new projects after that.  As such, this 
spending was relabeled as ongoing in the likely structural balance calculation. 
 

• ADE IT:  In the last 6 years, the Legislature has appropriated $5 million to $7 million from the 
General Fund for the ADE information technology system.  ADE is requesting an additional $10 
million of ongoing resources for this item in the FY 2018 budget.  While the need for $10 million in 
ongoing funding remains to be determined, it seems likely that we will at least need to continue the 
FY 2017 appropriation of $7 million for the next several years. As such, this spending was relabeled 
as ongoing in the likely structural balance calculation. 
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