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Recognition, Response and Plan
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Atlantic City, New Jersey
Detroit, Michigan
Jefferson County, Alabama
Stockton, California
Central Falls, Rhode Island
Chicago, Illinois 

Lowered to Junk Bond Status May 2015
Hartford, Connecticut

State Fiscal Oversight Program March 2018

Municipalities Receiving National Attention
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What is the number of Municipalities filing bankruptcy since 
gaining access to Chapter 9 of the US Bankruptcy Code?

680
An average of 8.4 municipalities every year

Since 1937
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Bankruptcies Through the Years
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Pre-Plan
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Insolvency - no longer being able to meet financial obligations
Bankruptcy- legal proceeding when you are unable to pay existing debts
Deficit - opposite of surplus where revenues are lower than expenditures
Assets - a resource that has economic value, can be cash and non cash 
and expected payments
Liabilities - amount of money that is owed and has to be paid in the future
Surplus - amount of assets or resources available that will not be used or 
expected to be utilized

• Designated vs Undesignated

Definitions
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Most states routinely collect
• Budgets, Financial Reports and Audits

There are only a few that:
• Analyze the information 
• Detect signs of financial distress
• Take the fiscal pulse of the municipality

States rationalize this lack of oversight or hands off approach
• Not their responsibility 
• Perceived lack of legal authority

Lack of staff and finances  

States Role in Municipal Financial Oversight 
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Pension Liabilities
OPEB’s Other Post Employment Benefits
Cost associated with employment benefits

• Health Insurance
• Worker’s Compensation
• Contractual Obligations negotiated under a different economic climate

Costly Infrastructure and Building Projects
• Postponed or delayed

Reductions in Federal and State Aid
• Impact of SALT deduction 2017 Tax Reform -$10,000 Deduction

Fluctuations in the economy, housing prices and population

Financial Pressures in Municipal Budgets

ALTS 2019 | January 21-23 | Los Angles, CA



10

“The state is always going to be 
responsible if the local 
government fails, they are the 
parent.” James Spiotto, Municipal Financial 
Distress Expert

• Natural tension between the state and 
the municipalities
• i.e. Home Rule

• States do not necessarily take on the 
financial obligations of municipalities

• Despite their ultimate responsibility 
many states have done little to track the 
financial health of municipalities

United States Constitution
10th Amendment

“The powers not delegated to the 
United States by the Constitution, 
nor prohibited by it to the States, are 
reserved to the States, respectively, 
or to the people.”

The “Parent”
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Bankruptcy Laws “Chapter 9”
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State specifically authorizes 
Chapter 9 filings

Chapter 9 filing is authorized 
upon conditions met and 
further action of state, 
officials or other entity

Municipalities have limited 
authorization

No Chapter 9 authorization 
outlined, laws are unclear or 
filing otherwise prohibited

Source: State policy classifications obtained from "Primer on Municipal Debt Adjustment," Chapman and 
Cutler LLP. Number of Governments measured in 2012 Census of Governments

http://www.governing.com/gov-data/municipal-cities-counties-bankruptcies-and-defaults.html

http://www.governing.com/gov-data/municipal-cities-counties-bankruptcies-and-defaults.html
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Fiscal Monitoring By States
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States Addressing Fiscal Distress
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Source: Pew Charitable Trusts
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States Addressing Fiscal Distress
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Source: Pew Charitable Trusts
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States Addressing Fiscal Distress
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Source: Pew Charitable Trusts
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Some argue these prevent financial distress but in some 
cases they can exacerbate it

Debt limits 
Revenue and spending caps
Limits on tax rate increases
Requirements for balanced budgets
Technical assistance or training for local government officials
Review or approval of local debt issuances 
Review or approval of local budgets for compliance with the law
Limits on how local governments can invest their money

Requirements, Limits and Restrictions
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Frequently Used Indicators **
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** "State Strategies to Detect Local Fiscal Distress" Pew Charitable Trusts September 2016 Page 14
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Can the municipality meet its:

Immediate or short term obligations
Obligations over the fiscal budgeted year
Long term obligations
Fund base level services and those required by law

Determining Fiscal Distress
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Fiscal Wellness of Your Community
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• Pew Charitable Trusts 
• Pushing for increases in “fiscal 

monitoring systems”
• 22 States made some effort towards 

monitoring the fiscal health of local 
governments

• Only 8 of the 22 states have early 
warning systems in place

• Financial Distress Examples
• Nevada - 27 Conditions Examined
• Florida - Emergency if state funding 

needed
• ICMA - 42 early warning sign indicators
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Identifying Fiscal Distress
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22 States have Fiscal Monitoring
8 of the 22 states have formal definitions

Louisiana Ohio
Nevada Pennsylvania
New Jersey Rhode Island
North Carolina Tennessee

Questions to Ask?
Formal definition of fiscal distress
System to identify when a municipality is heading toward fiscal 
distress
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KELLEY LOPEZ
Director of Labor Issues 

and Collective Bargaining

RUNNING THE NUMBERS
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What are you asking for?
- Wage Improvements
- Decreased Contributions for Benefits
- Increased Benefits

Your Local’s Wish List
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• What is the REAL cost of your proposal?
• Step advancements
• Salary increases
• Roll-up Costs

How much will this cost?!
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Costing the Contract
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Total Base Salary Uniform Allowance Holiday Pay
Employer Contribution to 

Pension
Employer Health Plan 

Costs Total Cost to Employer
Increase from Previous 

Year

Current (2019) $828,254 $6,400 $50,185 $179,317 $194,527 $1,258,683 n/a

Step + 2.5% Raise (2020) $912,632 $6,400 $63,884 $197,585 $204,658 $1,385,159 $126,476

Step + 3% Raise (2021) $1,008,595 $6,400 $60,516 $218,361 $214,891 $1,508,762 $123,603

Additional Years:

2.50% $1,033,810 $6,400 $72,367 $223,820 $225,635 $1,562,032 $53,269

2.25% $1,057,071 $6,500 $73,995 $228,856 $236,917 $1,603,338 $41,307

2.00% $1,078,212 $6,500 $75,475 $233,433 $248,763 $1,642,383 $39,044

2.75% $1,107,863 $6,500 $77,550 $239,852 $261,201 $1,692,967 $50,584

1.75% $1,127,251 $6,500 $78,908 $244,050 $274,261 $1,730,969 $38,002

2.00% $1,149,796 $6,000 $80,486 $248,931 $287,974 $1,773,186 $42,217

0.00% $1,149,796 $6,000 $80,486 $248,931 $302,373 $1,787,585 $14,399

1.50% $1,167,042 $6,000 $81,693 $252,665 $317,491 $1,824,891 $37,307

Total Increase % 40.9% -6.3% 62.8% 40.9% 63.2% 45.0%
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Municipal Financial Analysis

Be Prepared!

Can the Jurisdiction afford this?
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Summary
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4/30/15 $18,627,713 $9,412,404 $8,209,350 2.27 $10,418,363 $10,094,683 $0

4/30/16 $22,450,729 $14,198,928 $5,839,921 3.84 $16,610,808 $16,361,475 $0

4/30/17 $25,452,672 $17,590,938 $6,303,986 4.04 $19,148,686 $18,734,812 $192,348

General
Fund Balance

Unreserved 
Fund 

Balance

Committed 
Portion of 

Unreserved 
Fund Balance

Date Total Assets
Cash and 

Investments
Total 

Liabilities

Asset to 
Liability 

Ratio
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How good is the jurisdiction at planning?
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Budget vs. Actual

ALTS 2019 | January 21-23 | Los Angles, CA

15 $31,575,744 $32,680,600 103.5% $30,945,488 $29,087,142 94.0%

16 $31,182,330 $36,086,876 115.7% $30,972,509 $29,894,431 96.5%

17 $32,197,700 $32,971,675 102.4% $32,249,104 $30,433,797 94.4%

General Fund Expenditures and Transfers Out

FY Budget Actual Actual as 
% of Budget

Budget Actual Actual as 
% of Budget

General Fund Revenue and Transfers In 



29

Trouble on the Horizon
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$0

$500,000

$1,000,000

$1,500,000

$2,000,000

$2,500,000

$3,000,000

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Revenue and Expenditures

Revenue Committed to Fire Payroll Fire Payroll Expenditures
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“Play Chess When Everyone is Playing Checkers”
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“Play chess When everyone is Playing Checkers”
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“Play Chess When Everyone is Playing Checkers”
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Get out of the Firehouse 
Understand the current and future financial position of the municipality

Examine costs over a longer periods of time 
Wages, Work Schedules, and Benefits

Consider economic downturns in benefit discussions/negotiations
Understand the Local Economy

You protect the economy-you should understand it
CAFR (Comprehensive Annual Financial Report)
Finance meetings 

Read all consultant reports
Credit Rating, Reports and Bond Prospectus

Understand Revenue
Assessing Process for Property Taxes
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“Play Chess When Everyone is Playing Checkers”
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Jeannette Walls, “Half Broke Horses”

“Sometimes something catastrophic can occur in a split 
second that changes a person's life forever; other times one 
minor incident can lead to another and then another and 
another, eventually setting off just as big a change in a 
body's life.” 
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“Play Chess When Everyone is Playing Checkers”
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Detect
Assess
Address
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Andy LaVigne
Political Director

Using Politics as a Tool
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Politics = Means to an End

Goal is NOT power for power’s sake, but what you can 
achieve with political power. 

Always keep your end goals in sight when engaging in 
political action. 

Set Your Foundation
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• Learn the rules of the game
• Campaign Finance
• Election Dates
• Registration deadlines
• Early voting rules
• Party Structures 
• Lobbying disclosure

Inform yourself
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Inform yourself

know your 
battlefield

Districts, 
representatives

Voter numbers 
– turnout, 

partisanship

Issues that 
drive elections

Patterns –
change vs. 

stability
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Inform yourself

Be In 
the 

Loop

Read the 
paper, 
online 

news, etc

Use social 
media to 

follow 
issues

Talk to 
people 
outside 

your usual 
circles

Listen 
carefully

Share 
information 

when it 
doesn’t hurt 

you

Inform yourself
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Find the Path to Power

•Power Mapping
•Who is connected? 
•Who has influence, and how 
did they get it?

•How are decisions made?  
• INFORMATION + CONNECTIONS + RESOURCES= 
INFLUENCE
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Power Mapping
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Power Map Exercise 

Power Mapping
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Building a Political Mindset
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Short 
Term

Middle 
Term Long Term
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-Set Goals in the Short, Medium, and Long Term

-Set Goals in the Political/Electoral Realm, and in 
the Policy Realm

Goals
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Example of Goal-Setting: 
Short Term: Now

Political Goal: mobilize your membership to call councilors
Policy Goal: stop a bad pension bill in city council

Middle Term: Election Cycle or Two
Political Goal: beat the councilman that sponsored the bill
Policy Goal: no attacks on pensions for the 2 year window

Long Term: 4-6 years from now
Political Goal: build a majority on council that backs you

Policy Goal: permanent fix to pension
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GOAL SETTING for the Union

Start every political action with defining victory in 
your terms – think about not just winning in the 

moment, but how winning the right way can make the 
next victory possible. 

Add Organizational goals to electoral ones as a check 
on the impulse to ‘win at all costs’, and make sure you 

have middle and long term goals in mind
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Success in campaigns and politics requires
-Information & Self-Awareness
-Planning, with commitment to the plan, but flexibility 
to change when needed
-Deliberate Action 

Think First for Success
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What are your Strengths? 
What are your Weaknesses?
What Resources (Money/People/Time) can you bring to 
the fight? 

Who are your allies, enemies, neutral? Why?
What resources can they bring to the fight? 

Information & Self Awareness
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RESOURCES YOUR LOCAL CAN OFFER
• Financial: Build your PAC if you want to play in politics.
• People/Time: Build a culture of volunteering on 

campaigns
• Message/Image: your brand is positive, and can help 

politicians. Use it carefully and when it matters. 
• Our issues may not always be the right ones for the front-

facing campaign.

Self-Aware Engagement
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At first, your local won’t be able to run a campaign on its 
own

• Expertise comes with practice
• Resources (Money/People) are built up over time
• Plan according to your resources and capabilities, 

but always in a way that builds for the future. 
• Under-promise and OVERDELIVER

Self-Aware Engagement
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Planning
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The basic questions of the campaign: 

• How many people do I need to vote for my side to win?
• What do we need to do to get them to vote for us
• What are we going to say to them?
• How are we going to say it?
• What resources will it take to have those conversations?
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• Recognize the time, effort, and money needed to win a 
race

• Plans need to account for building those resources as 
much as the deployment of them. 

• Calendar, Budget, and Volunteer Engagement are the 
core of a good plan. 

Planning
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Victory often goes to the side that chose the battlefield 
and the time of engagement. 

Exhaust non-campaign options first – be like the UN: 
15 sternly-worded letters before an airstrike…

And when it’s time to go, do your best to set the terms 
and have the resources to win. 

Political Mindset: Deliberate Action
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-Are you sticking to your plan? 
-Does this choice fit into the longer play, or are you just 
reacting to outside stimulus?
-In a campaign, is this action moving you closer to your 
victory? 
-Have you considered other alternatives? 

Deliberate Action
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• Be Present 
• Map People’s social networks
• Deliver an Audience
• Learn to ask for money
• Deliver key donations
• Know the terrain/ Voter File & Data
• Know your neighbors

Simple Steps for Local Political Relevance
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• Become a trusted information source to people in your 
networks

• Cut through the complications – learn the processes 
and regulations, be a reliable source

• Deliver Petition Signatures
• Learn all elements of the campaign, and how to be 

helpful
• Train and Lead volunteers
• Get Elected to office

Simple Steps for Local Political Relevance
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