
New Issue – Book Entry Only	 Ratings:  Moody’s:  Aaa
Fitch:  AA+
S&P:  AA+

	 (See “RATINGS” herein)

In the opinion of Edwards Angell Palmer & Dodge LLP, Bond Counsel, under existing law, interest on the Bonds is excluded 
from gross income for federal income tax purposes under the Internal Revenue Code of 1986.  Interest on the Bonds is not a specific 
preference item for purposes of the federal individual or corporate alternative minimum taxes, although such interest is included 
in adjusted current earnings when calculating corporate alternative minimum taxable income. Under existing law, interest on the 
Bonds is exempt from State of Vermont personal income taxes and State of Vermont corporate income taxes.  Bond Counsel expresses 
no opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or receipt of interest on, the 
Bonds.  See “TAX MATTERS.”

$30,000,000
STATE OF VERMONT

General Obligation Bonds
2007 Series A

Dated:  Date of Delivery	 Due:  July 15, as shown below

The 2007 Series A Bonds (the “Bonds”) will be issued as fully registered Bonds, and, when issued, will be registered in the name 
of Cede & Co., as nominee for The Depository Trust Company, New York, New York (“DTC”), an automated depository for securities 
and clearinghouse for securities transactions.  Purchases of beneficial interests in the Bonds will be made in book-entry form (without 
certificates) in the denomination of $5,000 or any integral multiple thereof.  So long as DTC, or its nominee, Cede & Co., is the registered 
owner of the Bonds, payments of the principal of, premium, if any, and interest on the Bonds will be made directly to Cede & Co., which will 
remit such payments to DTC participants, which in return will remit such payments to the beneficial owners of the Bonds.  See “BOOK-
ENTRY ONLY SYSTEM” herein.

Interest on the Bonds will be payable semiannually on January 15 and July 15 commencing July 15, 2007.  The Bonds will be subject 
to redemption prior to maturity as more fully described herein.

The Bonds will be general obligations of the State of Vermont and the full faith and credit of the State are pledged to the payment of 
principal of and interest on the Bonds.  See “THE BONDS – Security for the Bonds” herein.

2007 Series A Bonds

Due
July 15

Principal
Amount

Interest
Rate Yield

CUSIP
Number†

Due
July 15

Principal
Amount

Interest
Rate Yield

CUSIP
Number†

2007 $750,000 5.00% 3.45% 924258 NV4 2017 $2,250,000 5.00% 3.80%* 924258 PF7
2008 750,000 5.00 3.48 924258 NW2 2018 2,250,000 4.00 3.90* 924258 PG5
2009 750,000 5.00 3.50 924258 NX0 2019 2,250,000 4.00 4.00 924258 PH3
2010 750,000 5.00 3.53 924258 NY8 2020 2,250,000 4.00 4.04 924258 PJ9
2011 750,000 4.00 3.55 924258 NZ5 2021 2,250,000 4.00 4.06 924258 PK6
2012 750,000 4.00 3.60 924258 PA8 2022 2,250,000 4.00 4.13 924258 PL4
2013 750,000 4.00 3.63 924258 PB6 2023 2,250,000 4.10 4.16 924258 PM2
2014 750,000 4.00 3.68 924258 PC4 2024 2,250,000 4.10 4.18 924258 PN0
2015 750,000 4.00 3.70 924258 PD2 2025 2,250,000 4.10 4.20 924258 PP5
2016 750,000 4.00 3.75 924258 PE0 2026 2,250,000 4.10 4.22 924258 PQ3

* Priced at the stated yield to the July 15, 2016 redemption price of 100%.  See “THE BONDS – Optional Redemption” herein.

The Bonds are offered subject to the final approving opinion of Edwards Angell Palmer & Dodge LLP, Boston, Massachusetts, and to 
certain other conditions referred to herein and in the Notice of Sale.  Government Finance Associates, Inc., New York, New York, serves as 
Financial Advisor to the State.  It is expected that the Bonds will be available for delivery in book-entry form through the facilities of DTC 
in New York, New York on or about February 21, 2007.

CITIGROUP
February 13, 2007
________________________
†	 Copyright 2003, American Bankers Association. CUSIP data herein are provided by Standard & Poor’s, CUSIP Service Bureau, a division of The 

McGraw-Hill Companies, Inc. The CUSIP numbers listed above are being provided solely for the convenience of Bondholders only at the time of 
issuance of the Bonds and the State does not make any representation with respect to such numbers or undertake any responsibility for their 
accuracy. The CUSIP number for a specific maturity is subject to being changed after the issuance of the Bonds as a result of various subsequent 
actions including, but not limited to, a refunding in whole or in part of such maturity.
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In making an investment decision, investors must rely on their own examination of the issuer and 
the terms of the offering, including the merits and risks involved.  The securities described in this 
Official Statement have not been recommended by any federal or state securities commission or 
regulatory authority.  Furthermore, the foregoing authorities have not confirmed the accuracy or 
determined the adequacy of this document.  Any representation to the contrary is a criminal offense. 

No dealer, broker, salesperson, or other person has been authorized to give any information or to 
make any representations other than as contained in this Official Statement and, if given or made, 
such other information or representations must not be relied upon.  This Official Statement does not 
constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of the Bonds 
by any person in any jurisdiction in which it is unlawful for such person to make such offer, 
solicitation or sale.  The information and expressions of opinion herein are subject to change without 
notice and neither the delivery of this Official Statement nor any sale made hereunder, shall, under 
any circumstances, create any implication that there has been no change in the affairs of the State of 
Vermont since the date hereof. 

This Official Statement contains statements that, to the extent they are not recitations of historical 
fact, constitute “forward-looking statements.” In this respect, the words “estimate,” “project,” 
“anticipate,” “expect,” “intend,” “believe” and similar expressions are intended to identify forward-
looking statements.  A number of factors affecting the State’s financial results could cause actual 
results to differ materially from those stated in the forward-looking statements. 

 



 

 i 

TABLE OF CONTENTS 

 
 Page Page

INTRODUCTORY STATEMENT ........................................................ 1 
Payment and Security for the Bonds.............................................. 1 

THE BONDS........................................................................................... 1 
Description of the Bonds................................................................ 1 
Authorization and Purpose............................................................. 1 
Security for the Bonds.................................................................... 2 
Record Date.................................................................................... 2 
Optional Redemption ..................................................................... 3 

BOOK-ENTRY ONLY SYSTEM.......................................................... 3 
STATE GOVERNMENT ....................................................................... 6 

Governmental Organization........................................................... 6 
STATE ECONOMY ............................................................................... 7 

General ........................................................................................... 7 
Demographic Trends...................................................................... 7 
Property Valuation ......................................................................... 9 
Economic Activity .......................................................................10 
Economic Forecast – Summary Data...........................................15 
Regional Comparison...................................................................16 
Composition of the Vermont Economy .......................................19 
Largest Private Employers ...........................................................22 
Income Levels and Income Growth Performance .......................22 
Employment Statistics..................................................................23 
Transportation ..............................................................................24 
Utilities .........................................................................................25 

STATE FUNDS AND REVENUES ....................................................26 
Budget Process .............................................................................26 
Internal Control System ...............................................................26 
Comprehensive Annual Financial Report....................................27 
Fund Structure ..............................................................................27 
Governmental Fund Types...........................................................27 
Proprietary Fund Types................................................................28 
Fiduciary Fund Types ..................................................................28 
GAAP-Based Fund Results..........................................................29 
State General Fund Revenues ......................................................29 
State Transportation Fund Revenues ...........................................31 
Education Fund; Act 60 and Act 68 – Property Tax Reform......32 
Federal Receipts ...........................................................................34 
Tobacco Litigation Settlement Fund............................................34 

RECENT GENERAL FUND, TRANSPORTATION FUND AND 
EDUCATION FUND OPERATING RESULTS ........................34 
Fiscal Year 2003 ..........................................................................34 
Fiscal Year 2004 ..........................................................................35 
Fiscal Year 2005 ..........................................................................35 
Fiscal Year 2006 ..........................................................................36 
Fiscal Year 2007 General, Transportation and Education 

Funds to Date ......................................................................36 
Fiscal Year 2007 General Fund Results to Date..........................37 
Fiscal Year 2007 Transportation Fund Results to Date...............37 

Fiscal Year 2007 Education Fund Results to Date...................... 37 
Fiscal Year 2008 General Fund and Transportation Fund 

Budget Proposal.................................................................. 38 
Budget Stabilization Reserves ..................................................... 38 
Financial Summaries.................................................................... 39 

REVENUE ESTIMATES..................................................................... 43 
MAJOR GENERAL FUND PROGRAMS AND SERVICES ............ 47 

Human Services ........................................................................... 47 
Medicaid and State Health Insurance Initiatives ......................... 48 
Aid to Municipalities ................................................................... 48 
Higher Education ......................................................................... 49 

GOVERNMENTAL FUNDS OPERATIONS..................................... 50 
STATE INDEBTEDNESS ................................................................... 52 

State Indebtedness and Procedure for Authorization .................. 52 
Debt Statement............................................................................. 53 
Selected Debt Statistics................................................................ 55 
Capital Debt Affordability Advisory Committee ........................ 56 
Debt Service Requirements ......................................................... 57 
Short-Term Debt .......................................................................... 59 
Total Authorized Unissued Debt ................................................. 59 
Contingent Liabilities .................................................................. 59 
Reserve Fund Commitments........................................................ 60 

PENSION PLANS ................................................................................ 61 
Other Post-Employment Benefits ................................................ 65 

LABOR RELATIONS.......................................................................... 67 
LITIGATION........................................................................................ 67 
TAX MATTERS................................................................................... 67 
FINANCIAL ADVISOR ...................................................................... 68 
COMPETITIVE SALE OF BONDS.................................................... 68 
RATINGS ............................................................................................. 68 
LEGAL MATTERS.............................................................................. 68 
CERTIFICATES OF STATE OFFICERS ........................................... 69 

Absence of Litigation................................................................... 69 
The Governor’s and Treasurer’s Certificate................................ 69 

CONTINUING DISCLOSURE AGREEMENT.................................. 69 
ADDITIONAL INFORMATION ........................................................ 69 
 
APPENDIX A – State of Vermont’s Annual Financial 

Report for the Fiscal Year Ended June 30, 2006 ..............A-1 
APPENDIX B – Form of Continuing Disclosure 

Agreement........................................................................B-1 
APPENDIX C – Form of Bond Counsel Opinion .................C-1 
 

 



  

[THIS PAGE INTENTIONALLY LEFT BLANK] 



 

1 

STATE OF VERMONT 

$30,000,000 
GENERAL OBLIGATION BONDS 

2007 SERIES A 

INTRODUCTORY STATEMENT 

This Official Statement of the State of Vermont (the “State”), including the cover page and appendices, is 
provided for the purpose of presenting certain information relating to the State in connection with the sale of 
$30,000,000 aggregate principal amount of its General Obligation Bonds, 2007 Series A (the “Bonds”).  See “THE 
BONDS” herein for a description of the Bonds and the security therefor. 

All quotations from and summaries and explanations of provisions of laws of the State herein do not 
purport to be complete and are qualified in their entirety by reference to the official compilations thereof and all 
reference to the definitive forms of the Bonds and their statutory authority. 

Payment and Security for the Bonds 

The Bonds will be general obligations of the State and the full faith and credit of the State will be pledged 
to the payment of the principal of and interest on the Bonds.  See “THE BONDS – Security for the Bonds” herein. 

THE BONDS 

Description of the Bonds 

The Bonds will be dated their date of delivery and will mature on July 15 in each of the years as set forth 
on the cover page of this Official Statement.  The Bonds will bear interest from their date until their maturity at the 
rates per annum set forth on the cover page of this Official Statement. 

The Bonds will be issued by means of a book-entry system evidencing the beneficial ownership therein in 
principal amounts of $5,000 or any integral multiple thereof on the records of the Depository Trust Company, New 
York, New York (“DTC”) and its Participants.  See “BOOK-ENTRY ONLY SYSTEM” herein. 

Principal and premium, if any, when due, will be payable to each registered owner at the principal office of 
Chittenden Trust Company, Burlington, Vermont, Paying Agent (the “Paying Agent”) upon presentation and 
surrender of the Bonds.  Interest on the Bonds will be payable semiannually on January 15 and July 15 commencing 
July 15, 2007, by check or draft mailed by the Paying Agent to each registered owner, determined as of the close of 
business on the applicable record date, at its address as shown on the registration books of the State maintained by 
the Paying Agent.  So long as DTC or its nominee, Cede & Co., is the registered owner of the Bonds, principal of 
and interest on the Bonds will be paid in immediately available funds, directly to DTC or such nominee as registered 
owner of the Bonds.  Transfer of principal and interest payments to Participants of DTC will be the responsibility of 
DTC; transfer of principal and interest payments to beneficial owners by Participants of DTC will be the 
responsibility of such Participants and other nominees of beneficial owners.  The State will not be responsible or 
liable for maintaining, supervising or reviewing the records maintained by DTC, its Participants or persons acting 
through such Participants.  See “BOOK-ENTRY ONLY SYSTEM” herein. 

Authorization and Purpose 

The Bonds are authorized to be issued by the State Treasurer, with the approval of the Governor, for 
various capital purposes of the State pursuant to Chapter 13 of Title 32 of the Vermont Statutes Annotated (“General 
Obligation Bond Law”) and pursuant to specific Acts of the General Assembly.  The following statutes and Acts of 
the General Assembly set forth the capital purposes of the State for which the Bond proceeds are expected to be 
applied, provided that the State expects that under certain circumstances proceeds of the Bonds to the extent not 
expended for the purposes referenced below, may be expended for such capital projects as may be authorized by the 
General Assembly.  See “STATE INDEBTEDNESS – State Indebtedness and Procedure for Authorization.”  Under 
Vermont law the State Treasurer is authorized to transfer unspent proceeds from the sale of bonds, including the 
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Bonds, from the projects for which such bonds were initially issued, to other capital projects of the State authorized 
by the General Assembly.  The State also expects to issue in March 2007 $10,000,000 General Obligation Bonds, 
2007 Series B (Citizens Bonds) (the “Series B Bonds”) and $5,000,000 General Obligation Bonds, 2007 Series C 
(Environmental Bonds) (the “Series C Bonds”) to finance additional capital projects. 

Act 121 of 2004   
Section 15 Agriculture, Food and Markets $     486,744 

   

Act 147 of 2006   
Section 1 State Buildings – Various Projects 9,661,423 
Section 2 Taxes – Equipment 100,000 
Section 3 Health and Public Safety Laboratories – Building Project 1,433,256 
Section 4 Human Services – Various Projects  2,395,000 
Section 5 Judiciary – Various Projects  800,000 
Section 6 Commerce & Community Development – Historic Site Projects 565,000 
Section 7 Education – Various Projects  2,200,000 
Section 8 University of Vermont – Building Projects  1,800,000 
Section 9 Vermont State Colleges – Building Projects  1,800,000 
Section 10 Natural Resources – Various Projects  1,208,000 
Section 11 Military – Various Projects  190,000 
Section 12 Public Safety – Building Projects 3,110,000 
Section 13 Criminal Justice and Fire Service Training Councils – Building Projects 405,000 
Section 14 Agriculture, Food and Markets – Various Projects 1,530,000 
Section 15 Vermont Rural Fire Protection – Dry Hydrants 100,000 
Section 16 Building Community Grants – Historic Preservation 1,100,000 
Section 17 Vermont Public Television – Technology Upgrade 823,577 
Section 18 Vermont Interactive Television – Equipment     292,000 
   
  $30,000,000 

 
Security for the Bonds 

The Bonds will be general obligations of the State and the full faith and credit of the State will be pledged 
to the payment of the principal of and interest on the Bonds. 

Pursuant to State law, the Treasurer of the State is required to pay the principal of, and interest on, the 
Bonds as the same become due without further order or authority.  The amount necessary each year to pay the 
maturing principal of, and interest on, the Bonds is required to be included in and made a part of the annual 
appropriation bill for the expense of State Government.  State law requires that principal of, and interest on, the 
Bonds that may come due before appropriation for the payment thereof has been made are to be paid from the 
General Fund, the Transportation Fund or other applicable special fund. 

For the payment of principal of and interest on general obligation indebtedness, including the Bonds, the 
State has the power to levy taxes, including taxes on all taxable property and income in the State, without limitation 
as to rate or amount. For a description of the State’s sources of revenues thereof, see “STATE FUNDS AND 
REVENUES” and for a more complete discussion of the authorization of general obligation bonds and the 
provisions for payment thereof, see “STATE INDEBTEDNESS – State Indebtedness and Procedure for 
Authorization” herein. 

Record Date 

The record date for each payment of interest is the last business day of the month preceding the interest 
payment date, provided that, with respect to overdue interest or interest on any overdue amount, the Paying Agent 
may establish a special record date.  The special record date may not be more than twenty (20) days before the date 
set for payment.  The Paying Agent will mail notice of a special record date to the registered owners at least ten (10) 
days before the special record date. 
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Optional Redemption 

The Bonds maturing on and prior to July 15, 2016 will not be subject to redemption prior to maturity. 

The Bonds maturing after July 15, 2016 will be subject to redemption prior to maturity, at the option of the 
State, on and after July 15, 2016, either in whole or in part at any time and by lot within a maturity, at a redemption 
price of 100% of the principal amount of the Bonds to be redeemed, plus accrued interest to the date set for 
redemption. 

If less than all of the Bonds of a particular maturity are called for redemption, the Bonds within such 
maturity to be redeemed will be selected by DTC or any successor securities depository pursuant to its rules and 
procedures or, if the book-entry system is discontinued, will be selected by the State by lot in such manner as the 
State in its discretion may determine. 

Notice of redemption of Bonds, specifying the maturities and dates of Bonds to be redeemed, the 
redemption date, the redemption prices, expressed as a percentage of the principal amount and the place or places of 
payment of the redemption price and the numbers and portions of the Bonds to be redeemed, shall be mailed, 
postage prepaid, by the Paying Agent not more than 60 days and not less than 30 days prior to the date set for 
redemption to the registered owners of any Bonds or portions of Bonds to be redeemed, at their last addresses 
appearing on the registry books kept by the Paying Agent.  Failure to mail such notice to the owner of any Bond will 
not affect the redemption of any other Bonds.  If moneys for the redemption are held by the Paying Agent on the 
redemption date and if notice of the redemption shall have been duly mailed, then from and after the redemption 
date interest on the Bonds (or the portions thereof) called for redemption shall cease to accrue. 

BOOK-ENTRY ONLY SYSTEM 

The Depository Trust Company, New York, New York (“DTC”), will act as securities depository for the 
Bonds.  The Bonds will be issued as fully-registered securities registered in the name of Cede & Co. (DTC’s 
partnership nominee) or such other name as may be requested by an authorized representative of DTC.  One fully-
registered Bond certificate will be issued for each maturity of the Bonds, each in the aggregate principal amount of 
such maturity, and will be deposited with DTC. 

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking 
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a 
“clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency” 
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.  DTC holds securities 
that its participants (“Direct Participants”) deposit with DTC.  DTC also facilitates the post-trade settlement among 
Direct Participants of sales and other securities transactions in deposited securities, through electronic computerized 
book-entry transfers and pledges between Direct Participants’ accounts.  This eliminates the need for physical 
movement of securities certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and 
dealers, banks, trust companies, clearing corporations, and certain other organizations.  DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).  DTCC, in turn, is owned by a number of 
Direct Participants of DTC and Members of the National Securities Clearing Corporation, Government Securities 
Clearing Corporation, MBS Clearing Corporation, and Emerging Markets Clearing Corporation, also subsidiaries of 
DTCC, as well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National 
Association of Securities Dealers, Inc.  Access to the DTC system is also available to others such as both U.S. and 
non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or 
maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”).  The 
DTC Rules applicable to Participants are on file with the Securities and Exchange Commission. 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will 
receive a credit for the Bonds on DTC’s records.  The ownership interest of each actual purchaser of each Bond 
(“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.  Beneficial Owners 
will not receive written confirmation from DTC of their purchase, but Beneficial Owners are expected to receive 
written confirmations providing details of the transaction, as well as periodic statements of their holdings, from the 
Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.  Transfers of 
ownership interests in the Bonds are to be accomplished by entries made on the books of Direct and Indirect 
Participants acting on behalf of Beneficial Owners.  Beneficial Owners will not receive certificates representing 
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their ownership interests in the Bonds, except in the event that use of the book-entry system for the Bonds is 
discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the 
name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized 
representative of DTC.  The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such 
other DTC nominee do not effect any change in beneficial ownership.  DTC has no knowledge of the actual 
Beneficial Owners of the Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts 
such Bonds are credited, which may or may not be the Beneficial Owners.  The Direct and Indirect Participants will 
remain responsible for keeping account of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to 
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by 
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.  
Beneficial Owners of Bonds may wish to take certain steps to augment the transmission to them of notices of 
significant events with respect to the Bonds, such as redemptions, tenders, defaults, and proposed amendments to the 
Bond documents.  For example, Beneficial Owners of Bonds may wish to ascertain that the nominee holding the 
Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners. 

Redemption notices shall be sent to DTC.  If less than all of the Bonds of a maturity are being redeemed, 
DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in Bonds of such maturity 
to be redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the Bonds 
unless authorized by a Direct Participant in accordance with DTC’s procedures.  Under its usual procedures, DTC 
mails an Omnibus Proxy to the State as soon as possible after the record date.  The Omnibus Proxy assigns Cede & 
Co.’s consenting or voting rights to those Direct Participants to whose accounts the Bonds are credited on the record 
date (identified in a listing attached to the Omnibus Proxy). 

Principal and interest payments on the Bonds will be made to Cede & Co. or such other nominee as may be 
requested by an authorized representative of DTC.  DTC’s practice is to credit Direct Participants’ accounts, upon 
DTC’s receipt of funds and corresponding detail information from the State or Paying Agent on the payable date in 
accordance with their respective holdings shown on DTC’s records.  Payments by Participants to Beneficial Owners 
will be governed by standing instructions and customary practices, as is the case with securities held for the accounts 
of customers in bearer form or registered in “street name,” and will be the responsibility of such Participant and not 
of DTC, the Paying Agent, or the State, subject to any statutory or regulatory requirements as may be in effect from 
time to time.  Payment of principal and interest to Cede & Co. (or such other nominee as may be requested by an 
authorized representative of DTC) is the responsibility of the State or the Paying Agent, disbursement of such 
payments to Direct Participants shall be the responsibility of DTC, and disbursement of such payments to the 
Beneficial Owners shall be the responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as securities depository with respect to the Bonds at any time 
by giving reasonable notice to the State and the Paying Agent.  Under such circumstances, in the event that a 
successor securities depository is not obtained, Bond certificates are required to be printed and delivered. 

The State may decide to discontinue use of the system of book-entry transfers through DTC (or a successor 
securities depository).  In that event, Bond certificates will be printed and delivered. 

So long as Cede & Co. is the registered owner of the Bonds, as nominee for DTC, references herein to 
Bondholders or registered owners of the Bonds (other than under the caption “TAX MATTERS”) shall mean 
Cede & Co., as aforesaid, and shall not mean the Beneficial Owners of the Bonds. 

When reference is made to any action that is required or permitted to be taken by the Beneficial Owners, 
such reference shall only relate to those permitted to act (by statute, regulation or otherwise) on behalf of such 
Beneficial Owners for such purposes.  When notices are given, they shall be sent by the Paying Agent to DTC only. 

The information in this section concerning DTC and DTC’s book-entry system has been obtained from 
DTC and the State takes no responsibility for the accuracy thereof. 
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The State cannot and does not give any assurance that DTC will distribute to Participants, or that 
Participants or others will distribute to Beneficial Owners, payments of principal of, interest and premium, if 
any, on the Bonds, or any other notice or that they will do so on a timely basis or will serve or act in the 
manner described in this Official Statement.  The State is not responsible or liable for the failure of DTC or 
any Participant to make any payments or give any notice to a Beneficial Owner with respect to the Bonds or 
any error or delay relating thereto. 
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STATE GOVERNMENT 

Governmental Organization 

The Constitution of Vermont provides for three traditional branches of Government—the Legislative, the 
Executive and the Judicial.  The elected officers of the State are the Governor, Lieutenant Governor, Treasurer, 
Secretary of State, Auditor of Accounts and the Attorney General.  All are elected at general elections for a term of 
two years, and each may succeed himself or herself in office with no limitation on terms. 

The Legislative Branch:  The bicameral General Assembly of Vermont convenes biennially with an 
adjourned session in the biennium.  The House of Representatives has 150 members and the Senate has 30 senators.  
Members of the House of Representatives and Senate are elected for two-year terms in each general election.  Bills 
for the raising of revenues must originate in the House of Representatives but may be amended or rejected by the 
Senate. 

The Executive Branch:  All constitutional officers of the State reside in the Executive Branch.  The 
Governor is responsible for the faithful execution of all laws enacted by the Legislature and the management of the 
major departments and agencies of the Executive Branch, briefly described as follows: 

(1) Agency of Administration:  The Agency of Administration centralizes and integrates 
certain administrative and fiscal functions and activities of State government.  The Agency is composed of 
the Office of the Secretary, the Department of Taxes, the Department of Finance and Management, the 
Department of Human Resources, the Department of Information and Innovation, the Department of 
Libraries, the Office of Healthcare Reform Implementation, the Office of Strategic Change and the 
Department of Buildings and General Services. 

(2) Agency of Transportation:  The Agency of Transportation consists of four functional 
divisions that are responsible for the planning, design, construction, maintenance and operation of state 
highways, railroads, and airports, plus the Department of Motor Vehicles, which is responsible for the 
administration of motor vehicle registrations, drivers’ licenses and other motor vehicle regulations.  The 
Agency of Transportation is responsible for the administration and collection of the motor vehicle purchase 
and use and motor fuel taxes as well as motor vehicle registrations and renewals and driver’s license fees. 

(3) State Board of Education:  The State Board of Education consists of seven persons, all of 
whom are appointed by the Governor with the advice and consent of the Senate.  The State Board of 
Education has supervision over and management responsibilities for the Department of Education and the 
public school system and has the power to establish such advisory commissions as in the judgment of the 
Board will be of assistance to it in carrying out its duties.  The Board has the authority to enter into 
agreements with school districts, municipalities, states and the United States for services, educational 
programs, or research projects; to examine and determine all appeals made to it; and to make regulations 
governing the certification and qualification of all public school teachers. 

(4) Agency of Natural Resources:  The Agency of Natural Resources consists of the Office 
of the Secretary, Department of Fish and Wildlife, the Department of Forests, Parks and Recreation, and 
the Department of Environmental Conservation.  The Natural Resources Board is attached to the Agency of 
Natural Resources for the purposes of administrative support. 

(5) Agency of Commerce and Community Development:  The resources of the Agency of 
Commerce and Community Development are utilized to foster continued improvement in the Vermont 
economy and provide assistance to Vermont communities in their efforts to plan for the future.  The 
Agency is composed of the Department of Economic Development, the Department of Housing and 
Community Affairs, the Division for Historic Preservation, the Department of Tourism and Marketing, the 
Office of the Chief Marketing Officer and Vermont Life Magazine. 

(6) Agency of Human Services:  The Agency of Human Services administers the programs 
responsible for meeting the human service needs of Vermont citizens.  The Agency is composed of the 
Office of the Secretary, the Departments of Disabilities, Aging and Independent Living (DAIL), 
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Corrections (DOC), Health (DOH), Children and Families (DCF), the Office of Health Access (OVHA) 
and the Developmental Disabilities Council. 

(7) Other Agencies and Departments:  There are a number of other agencies and departments 
responsible for other service areas within the Executive Branch as follows:  the Agency of Agriculture, 
Food and Markets, the Department of Banking, Insurance, Securities and Health Care Administration, the 
Department of Labor, the Department of Liquor Control, the Military Department, the Defender General, 
the Department of Public Safety, the Department of Public Service and the Public Service Board. 

The Judicial Branch:  The Judicial Branch of the State is composed of a Supreme Court, and Superior, 
District, Family, Environmental, and Probate Courts and the Judicial Bureau.  The Supreme Court has a Chief 
Justice and four Associate Justices.  There are 31 Trial Judges sitting in the Superior, District and Family Courts, 
including one Administrative Judge.  The Family Court also has six magistrates.  The Environmental Court has two 
Judges.  All judges are appointed by the Governor with the advice and consent of the Senate for six-year terms.  The 
Judicial Bureau has four hearing officers appointed by the Administrative Judge.  The Probate Court has eighteen 
districts in the State, each with a Probate Judge elected by the electorate of their respective districts for terms of four 
years. 

There are fourteen counties in the State.  Their administration consists of two Assistant Judges of each 
Superior Court, one or two Judges of Probate, a State’s Attorney and a Sheriff, all of whom are elected 
quadrennially.  County Clerks and County Treasurers are appointed by the Assistant Judges.  County government is 
more titular than executory in that the major responsibilities and functions of government pass directly from the 
State to the cities and towns. 

STATE ECONOMY 

General 

Vermont, which is known as the Green Mountain State, was first settled in 1666 when the French built Fort 
St. Anne on Isle LaMotte in Lake Champlain.  The first English settlement was in 1690 at a location that is now the 
southern Vermont town of Vernon.  Vermont ratified the United States Constitution on January 10, 1791 and joined 
the Union as the fourteenth State on March 4 of the same year.  Rural in character, Vermont measures 9,615 square 
miles (including land and water area), ranking the State 45th among the 50 states.  In terms of land area only, 
Vermont’s 9,249 square miles ranks it 43rd among the 50 states.  Vermont’s population as measured by the 2000 
Census on April 1, 2000 was 608,827, a ranking of 49th among the fifty states, which is unchanged since the 1990 
Census (U.S. Bureau of the Census).  The State capital is Montpelier, with a population of 8,035 in 2000.  
Population counts as of April 1, 2000 indicate the State’s largest cities and towns are Burlington, population 38,889; 
Essex, population 18,626; Rutland, population 17,292; Colchester, population 16,986; and Bennington, population 
15,737. 

Demographic Trends 

Mid-year estimates from the Census Bureau for 2006 show that Vermont’s population grew by an 
estimated 1,521 persons between 2005 and 2006, representing a 0.2% rate of increase.  That rate of increase was 
slower than the 1.0% increase in population for the nation between 2005 and 2006, but faster than the 0.1% rate of 
population increase experienced for the New England region as a whole.  Vermont experienced a growth of an 
estimated 61,500 persons between 1990 and 2006, representing an average annual rate of 0.6% per year.  That 
represented a slightly faster annual rate of increase over the 1990-2006 timeframe than the 0.5% rate of growth per 
year that was experienced by the New England region as a whole.  However, Vermont’s rate of population increase 
over the period was somewhat slower than the average national growth rate of 1.2% per year over the same period. 



8 

Table 1 
Comparative Population Growth 

Vermont, New England, United States 
1970-2006 

 ----------Vermont---------- ----------New England1---------- ----------United States--------- 

Year 
Population2 

(in Thousands) 

Annual 
Percent 

Increase Over 
Preceding 

Period3 
Population2 

(in Thousands) 

Annual 
Percent 

Increase Over 
Preceding 

Period3 
Population2 

(in Thousands) 

Annual 
Percent 

 Increase Over 
Preceding 

Period3 
2006 624 0.2% 14,270 0.1% 299,398 1.0% 
2005 622 0.3 14,240 0.1 296,507 1.0 
2004 621 0.4 14,222 0.2 293,638 1.0 
2003 619 0.4 14,194 0.4 290,796 0.9 
2002 616 0.5 14,126 0.6 288,126 1.0 
2001 613 0.5 14,043 0.7 285,227 1.4 
2000 610 0.8 13,953 0.5 281,422 1.2 
1990 565 1.0 13,229 0.7 248,710 0.9 
1980 513 1.4 12,372 0.4 227,225 1.1 
1970 446          -- 11,878            -- 203,792            -- 

____________________________________ 

1 The New England states are: Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island and Vermont. 
2 All population estimates are as of July 1 of the year indicated. 
3 For 2006, 2005, 2004, 2003, 2002, and 2001, the annual percentage increase is calculated versus the previous year using estimates for July 1 

of those years.  For 1980, 1990 and 2000, the annual percentage increase is the average annual increase during the preceding ten-year period 
using the census values.  The percentage change from 2000 to 2001 uses the 2000 census value and the July 2001 estimate. 

SOURCE:  U.S. Department of Commerce, Bureau of the Census. 

Data from the Census Bureau indicate that in 2005 the median age of the Vermont population was 40.7 
years, 4.3 years older than the national average median age of 36.4 years.  Among the various age groupings, 
Vermont had a proportionally higher concentration of persons in the 18 years and older age category (at 78.0% of 
the State’s population versus 74.6% of the total population of the United States) in 2005.  The State also had a 
concentration that was slightly higher than the New England regional average in that over 18 years age group in 
2005 (at 78.0% for Vermont versus 76.5% for the New England region).  Vermont had a below average age 
concentration in the under 5 years age category (at 5.4% of the State’s total population) relative to both the New 
England average (at 6.1% of the New England regional population) and U.S. average (at 7.0% of the total U.S. 
population).  The percentage of Vermont’s population in the over 65 years age category (at 12.8% of the State 
population) in 2005 was slightly higher than that for the U.S. population as a whole (at 12.1% of the U.S. population 
overall) in 2005, and marginally lower than the New England average (at 13.0% of the total).  In addition, the 
percentage of Vermont’s population in 2005 aged 45–64 years (at 30% of the State’s population) was significantly 
higher than both the percentage of the New England regional population (at 27.0% of the total) and the U.S. 
population overall (at 25.0% of the total) in 2005.  Vermont had an equal percentage of its population in the 85 years 
and older category (at 1.3% of the State total) relative to the U.S. population (at 1.3% of the U.S. population) in 
2005, but a slightly lower percentage than the New England region overall (at 1.6% of the New England regional 
population) in 2005. 

The Vermont population in 2005 had a significantly higher level of educational attainment than the U.S. 
population as a whole according to the latest data from the U.S. Bureau of the Census (March 2005).  Table 2 shows 
that a total of 89.5% of Vermont’s residents aged 25 years and over have completed a high school education, a level 
that ranks Vermont 8th among the 50 states (tied with the State of Nebraska) and above the national average of 
84.2% of the U.S. population aged 25 years and older.  In addition, a total of 32.5% of Vermont residents over 25 
years of age have received a four-year college degree or higher, which ranks Vermont 8th highest among the 50 
states.  The percentage of Vermont residents aged 25 years and over with a four-year college degree exceeds the 
comparable national average of 27.7% of U.S. residents aged 25 years and over with a four-year college degree. 
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Table 2 
Educational Attainment Vermont and U.S. 

Persons Aged 25 Years and Over 
As of March 2005 

Level of Education 
Percent of Vermont

  Population   
Vermont Rank 

in U.S. 
Percent of U.S. 

Population 
    
HIGH SCHOOL:    
High School Graduate or More 89.5% 8th(Tied) 84.2% 
    
COLLEGE:    
Bachelor’s Degree or More 32.5% 8th 27.7% 
____________________________________ 
SOURCE: U.S. Department of Commerce, Bureau of the Census. 

Data from the 2000 Census (Table 3) also indicate that Vermont’s population remains primarily rural.  A 
total of 61.8% of the State’s population lived outside of the State’s single metropolitan area—the highest percentage 
among the 50 states.  Vermont’s percentage as of April 1, 2000 was over double the national average percentage of 
persons living outside of metropolitan areas (27.3%), and was almost four times the average for the Northeast U.S. 

Table 3 
 Metropolitan vs. Non-Metropolitan Area Populations 

As of April 1, 2000 

 Metropolitan  
Population 

Non-Metropolitan 
 Population 

 
Total 

(in Thousands) Percentage 
Total 

(in Thousands) Percentage 
United States 222,361 79.0% 59,061 21.0% 
Northeast 45,226 80.6 8,368 19.4 
New England 11,220 84.4 2,702 15.6 
Vermont 232 38.2 376 61.8 
_______________________________ 
SOURCE: Bureau of the Census, U.S. Department of Commerce. 

Property Valuation 

The Vermont Department of Taxes, through its Division of Property Valuation and Review, annually 
conducts a study of all the grand lists (i.e., tax rolls) prepared by the municipalities in the State.  The purpose of this 
study, commonly known as the “Equalization Study,” is to derive estimates of the fair market value of all of the 
property in the State in order to determine the school property tax rates.  Since most municipalities’ grand lists are 
not at the statutorily required 100 percent fair market value standard in any given year, the study attempts to bring 
all property on the grand lists to 100 percent of market value, thereby “equalizing” all values statewide. 

In general, equalized property values were determined by comparing grand list values to real estate sales or 
property appraisals and deriving the ratio representing the level of appraisal for each municipality.  The resulting 
estimates of full property value in each municipality were then aggregated to derive an estimate of the market value 
of all property in the State. 

Changes to Vermont law due to Act 178 of the 1996 Session of the General Assembly (changing the 
agricultural and forest taxation program to reflect the value of property based on its “Current Use”) and Act 60 of 
the 1997 Session (changing the method of education financing in Vermont) altered the nature of determining the 
value of taxable property under Vermont law.  The changes had the following effects:  (1) the Current Use program 
requires municipalities to assess property enrolled in that program at their “use” value as opposed to market value; 
and (2) the definition of taxable property now reflects only the total fair market value or use value of property that is 
subject to taxation for school purposes. 
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The State’s Current Use program provides for property taxation of active agricultural land, farm buildings, 
conservation and managed forest land at their productive use value rather than fair market value.  Use value is 
almost always lower than market value resulting in lower values included in the grand lists. 

Changes in the composition of the grand list under Act 60 also reduced the value of total taxable property 
for funding schools.  First, machinery and equipment and inventory were exempted from the education property tax.  
Second, property was excluded from the taxable property value (for a period up to 10 years) for locally voted 
exemptions and stabilization agreements approved prior to July 1, 1997. 

Table 4 sets forth the fair market value of all taxable property in the State as certified by the Division of 
Property Valuation and Review from 1990 to 1995 and comparable estimates for 1997 through 2005.  The State 
experienced a significant increase in estimated fair market value between 2002 and 2005 in part due to strong price 
appreciation in residential and second home markets.  The estimates from 1997–2005 include an estimate of the fair 
market value of property enrolled in the Current Use Program.  These later values have been estimated by, but have 
not been certified by, the Division of Property Valuation and Review of the Vermont Department of Taxes. 

Table 4 
Equalized Property Values 

1990–2005 

Equalization Date 
As of April 1, Fair Market Value 

2005** $64,306,356,880 
2004** 56,756,181,626 
2003** 51,168,536,723 
2002** 46,929,258,396 
2001** 43,942,727,721 
2000** 41,358,590,703 
1999** 39,053,369,590 
1998** 38,967,094,160 
1997** 38,399,375,459 
1995*  37,558,139,758 
1993* 36,471,723,016 
1992 36,766,102,513 
1991 35,286,508,007 
1990 31,300,748,717 

 

* After 1992 and beginning with 1993, the Fair Market Value and Assessed Value of all taxable property in the State is 
equalized every two years.  Beginning in 1998, equalization studies were again conducted annually by the Division of Property 
Valuation and Review. 
** Estimated, based on an estimate for the difference between the Fair Market Value and the Use Value of property enrolled in 
the Current Use Program.  The estimate of the amount of the exemptions for property enrolled in the Current Use Program in 
1997 was $744.8 million, $792.3 million in 1998, $816.7 million in 1999, $866.1 million in 2000, $924.4 million in 2001, 
$1,157.9 million in 2002, $1,205.0 million in 2003, $1,369.1 million in 2004, and $1,575.7 million in 2005. 
SOURCE:  Vermont Tax Department, Division of Property Valuation and Review, Annual Report. 

Economic Activity 

The opinions set forth in this section are provided by Economic & Policy Resources, Inc., Williston, 
Vermont, based upon such firm’s independent evaluation of economic information and trends in the State of 
Vermont and the United States.  The firm serves as a consultant to the State of Vermont with responsibilities as to 
matters of the analysis of economic trends and economic forecasting as well as providing technical forecasting 
services to the State with respect to the short-term, consensus revenue estimating process performed pursuant to 
Vermont statute. 

The description of the economic forecast for the United States and Vermont is based on the same 
underlying forecast contained under “The Economy.com National Economic Forecast Assumptions” herein that is 
provided by Moody’s Economy.com of West Chester, Pennsylvania.  The economic forecasts are completed in 
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conjunction with the New England Economic Partnership (NEEP), a nonprofit economic forecasting group with 
participating members in all six New England states. 

The U.S. Economic Situation:  Readings on the output growth performance of the U.S. economy as of the 
end of calendar 2006 show that the economy slowed over the second and third quarters of calendar year 2006 as the 
housing market correction and the struggling U.S. auto industry has slowed output growth to a less than 2.5% annual 
rate following a first quarter Gross Domestic Product (hereafter “GDP”) growth rate of 5.6%.  The third quarter of 
calendar 2006 also had job growth (nearly 1.9 million jobs over the period from the second quarter of 2005 through 
the second quarter of 2006), and personal income growth (at 7.3% from the second quarter of 2005 through the 
second quarter of 2006).  Monthly job gains have slowed to roughly 120,000 per month, after averaging more than 
150,000 per month during much of the previous year.  Taken together, these data indicate that the U.S. economy has 
now entered a period where the economy is likely to grow at a level that is below its non-inflationary growth 
potential.  If this expectation materializes, the upcoming quarters will be the first period of sustained GDP growth 
under this non-inflationary potential since early in calendar year 2003. 

Growth in the U.S. economy over the next several quarters is expected to be limited by several factors.  
Chief among those factors is the slow down in both productivity growth and labor force growth.  While labor force 
growth is primarily a longer-term demographic issue, the slow down in productivity growth is primarily the result of 
the inability of U.S. businesses to match the more rapid pace of productivity growth of the past several years.  This 
in turn is expected to result in continued gains in job growth, mostly outside of the struggling housing and auto 
sectors, as U.S. businesses work to keep up with expanding demand.  

Inflation has been a concern over the past calendar year due to the combination of expanding global 
demand for energy and concerns about the stability of global energy supplies.  Over the first half of calendar 2006, 
consumer price inflation increased significantly in response to the escalation in energy prices, crimping household 
budgets, raising business costs, and raising concern in monetary policy circles about the “persistence” of price 
pressures.  Although inflation recently has come down from peak levels experienced earlier in calendar year 2006, 
inflation remains at uncomfortably high rates—a potentially worrisome development from the standpoint of the 
future course on monetary (interest rate) policy in calendar year 2007. 

Early in calendar year 2007, the consensus near-term outlook for the U.S. economy includes the 
expectation that the economy will achieve yet another soft-landing.  This latest version of a soft-landing is expected 
to be engineered by a combination of monetary policy and moderating energy prices after this past Summer’s energy 
price peak.  Under this scenario, the U.S. economy continues to grow at a moderate, but below the non-inflationary 
potential, rate over the initial quarters of calendar 2007.  During this period, overall inflationary pressures ease so 
that the current monetary policy objectives of low inflation and growth may allow the Federal Reserve to lower rates 
sometime around mid-year to the benefit of the housing market correction and the pace of economic growth in 
general.  Lower, or at least stable, interest rates and the easing of inflation are expected to reinvigorate the economy 
and cause a pickup in the pace of GDP growth later in calendar year 2007. 

While there are a number of uncertainties and heightened risks to the economy as it proceeds through this 
transition, the still orderly correction currently underway in housing markets, the strong underlying financial 
fundamentals in the economy (e.g. corporate balance sheets), and the recent decline in energy prices since last July 
together all provide some optimism that this year’s version of a soft-landing for the U.S. economy may actually 
occur.  Regarding housing, there is little current evidence that the slowdown in the sector has had a widespread 
spillover effect on other parts of the economy that are not directly linked to housing construction.  In the parts of the 
construction sector that have slowed overall, much of the slack created in residential construction has been at least 
partially off-set by gains in non-residential construction.  With commercial vacancy rates low, the increase in non-
residential construction is likely to continue for at least a while longer.  Oil prices have declined by roughly $25 per 
barrel from their recent peak this past Summer.  If that price drop is substantially maintained over the next year, 
lower oil prices (and natural gas prices) will continue to provide a significant boost to household disposable income 
and lower business costs for at least the near-term; this is likely to help offset any negative effects from the housing 
market correction to sectors outside of those with direct ties to housing. 

While the Fed’s gradual tightening over the past several years has resulted in the gradual elevation of U.S. 
interest rates, financial conditions and credit markets remain generally supportive for borrowing.  Market interest 
rates remain at historically low levels, credit spreads are narrow, and stock prices are rising.  These all are conditions 
that suggest the cost of business borrowing remains affordable and that investors continue to have the level of 
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confidence needed to keep the U.S. economy moving forward.  Corporate balance sheets reflect this as well, 
demonstrating that the U.S. and many of the world’s corporations are financially healthy.  This is also evident in the 
performance of the majority of major market economies around the world.  The only large economy currently not 
performing well that is of significance to the U.S. economic performance is Japan’s. 

The Vermont Situation:  With the generally healthy U.S. economic outlook, the Vermont economy this 
Winter continues on its historically modest labor market expansion.  The latest signs relating to the performance of 
the Vermont economy include:  (1) output growth that appears to be accelerating from the 1.5% average during the 
first half of calendar year 2006 to the still historically slow 2.5% average over the second half of calendar year 2006, 
(2) payroll job gains that remain just under 1.0% following the after-effects of the energy price spike over the 
previous year, (3) a statewide unemployment rate that continues to track significantly below the U.S. and New 
England regional averages, (4) real personal income growth that ranges between 1.5% and 2.0% on a quarterly basis, 
and (5) still significant housing price appreciation (at an estimated 7.7% in Q3 of calendar year 2006)—following 
eleven straight quarters of double-digit price increases.  In addition, the State has made impressive gains in reducing 
the per capita personal income gap relative to the U.S. average.  At 96.4% of the U.S. average in per capita (or per 
person) personal income for calendar 2005, the State is now at its highest relative reading versus the U.S. average in 
modern postwar economic times, including its highest relative state ranking (at 22nd highest among the 50 states) 
since calendar year 1989.  

On a sector-by-sector basis, the Vermont labor market continues to make forward progress on a historically 
restrained basis in comparison to the mid-1990s labor market recovery-expansion.  Over the first 42 months of the 
current labor market recovery-expansion, total and private sector payroll job growth has increased at about one-half 
of the average experienced during the early- to mid-1990s.  Overall, a total of six of the State’s eight NAICS1 super-
sectors are expanding.  The two sectors that remain in only a recovery mode continue to be the still hard-hit 
Manufacturing sector and the Leisure and Hospitality sector.  The lack of any significant job recovery in the State’s 
Manufacturing sector is an indication of the direct effects an increasingly competitive global economy has had on 
the need for productivity gains in manufacturing as opposed to job gains.  The Leisure and Hospitality sector 
experienced a very difficult first half of calendar year 2006 due to the poor weather that impacted the State’s ski 
season during the 2005–06 period and the late 2005 energy price spike in the aftermath of hurricanes Katrina and 
Rita.  The energy price spike is directly tied to the now five-year slow period for Leisure and Hospitality.  Beginning 
with the tragic terrorist attacks of September 11, 2001 and running through the Fall of 2005 hurricane-induced 
energy price spike as well as the exceptionally poor weather that plagued Vermont’s 2005–06 ski season, this sector 
has had a five-year run of significant and negative shocks.  Moreover, the historically restrained character of the 
labor market recovery-expansion in Vermont is not specific to the State.  This is a condition that prevails throughout 
the entire New England region and throughout many other regions of the country as well. 

A significant and contrasting development with respect to the State’s current historically modest economic 
expansion is the continuing development efforts around the State’s major resorts.  Various news reports and 
supporting secondary data on these developments show that construction spending and on-going planning efforts at 
virtually all of the State’s major resorts suggest any current or near-term slowdown in second home development-
sales activity will likely be short-lived—especially considering the powerful demographics driving this development 
activity.  Nearly all of the State’s resort areas have multi-year, aggressive facilities expansion/upgrade plans 
including plans for the development of hundreds of second homes.  Activity in this regard has been particularly brisk 
at the Okemo Resort (the Jackson Gore project), the Stowe Mountain Resort (including a 10-year $300 million 
revitalization project that includes the Spruce Peak Alpine Village development), the Stratton Mountain Resort 
(which recently submitted an application for a five-year renewal of their 1,300 seasonal unit Master Plan), Jay Peak 
(with its plans for a new hotel and conference center project submitted under the federal EB5 program), the 
Killington Resort (with the new Killington Resort Village project), and news regarding a major development at 
Burke Mountain Resort where new second home development is expected to double the number of housing units in 
that municipality.  This activity continues to spill over into areas surrounding these major resorts, and has likely 
been the chief factors supporting the State’s still high rate of housing price appreciation as measured by the Office of 
Federal Housing and Enterprise Oversight (OFHEO) constant-quality price index for new homes in Vermont. 

                                                 
1 “NAICS” refers to the North American Industry Classification System. 
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The above situation is reflected in the data describing Vermont’s year-over-year comparative job change 
performance and rank among the 50 states and the six New England states through the December 2006 (the latest 
month where comparative data are available).   The data show that Vermont ranks 2nd in the New England region in 
the two major job change aggregates, including total payroll jobs growth and total private sector payroll job growth, 
even though the State ranks 40th nationally in total non-farm payroll job growth and 39th nationally in private sector 
non-farm payroll job growth.  Looking at the NAICS super-sectors, Vermont ranks 3rd in the New England region 
in the Trade, Transportation, and Utilities super sector (41st  nationally), and 3rd in New England in Manufacturing 
(24th nationally), 2nd in New England in Professional and Business Services (26th nationally) and 5th in Education 
and Health Care (43rd nationally).  Vermont’s highest national ranking is in the Construction sector, where the State 
ranks 1st regionally and 16th nationally.  The only top ten relative ranking for any New England state in any major 
sector is found in the Financial Services sector where the State of Rhode Island ranks 2nd in the country in year-
over-year job growth.  Vermont ranks 5th in the New England region and 49th nationally in the year-over-year 
change in the Leisure and Hospitality sector and 6th in the New England region and 48th nationally in year-over-
year job growth in the Financial Activities sector.  In the Government sector, Vermont ranks 4th in New England 
and 38th nationally in year-over-year payroll job growth.  Since all of these data are for surveys conducted during 
mid-December of 2006, none of these surveys reflect any employment impact on the State relative to the weather-
related slow start to the State’s 2006–07 Winter ski season. 

The Moody’s Economy.com National Economic Forecast Assumptions:  The economic outlook for the 
next five years is based on a national outlook assembled by Moody’s Economy.com, a national economic 
forecasting firm.  The August 2006 Moody’s Economy.com national forecast scenario, which formed the national 
basis for the Vermont economic forecast update, follows the view of a sluggish U.S economy through mid-calendar 
year 2007—with the housing market correction and cutbacks in output by domestic auto manufacturers 
underpinning this sluggish GDP growth outlook.  After posting a relatively healthy 3.5% rate of inflation-adjusted 
GDP growth in calendar 2006 (mostly on the strength of a more than 5% growth rate for the first quarter), annual 
GDP growth slows to 2.9% for calendar 2007.  For the 2008–10 timeframe, real, inflation-adjusted GDP growth is 
expected to average between 3.0% and 3.2%. 

The Moody’s Economy.com national outlook for U.S. labor markets calls for sluggish job growth over the 
2006–10 forecast period.  After posting a respectable 1.4% year-over-year job growth performance in calendar 2006, 
the year-over-year job growth rate is expected to decline to just 1.0% in calendar 2007 and 1.1% in calendar 2008.  
In 2009 and 2010, the U.S. non-farm job growth rate is again expected to rise to the level of just under 1.5% per 
year.  As a result, the Moody’s Economy.com national forecast expects that the national unemployment rate will 
move higher by next Spring, increasing to higher than the level of 5% by the second calendar quarter of 2007—but 
easing back downward over the second half of the year.  For calendar year 2008 though 2010, the unemployment 
rate is expected to gradually ease back down and average 4.5% for calendar year 2010. 

Regarding inflation, consumer prices, as measured by the Consumer Price Index, are expected to begin to 
moderate after posting a 5.0% high water mark during the second quarter of calendar year 2006, falling to under a 
3.3% annual rate of change by the fourth quarter of 2006.  Consumer prices are then expected to fall to the level of 
under 2.5% for calendar year 2008, with further declines expected during calendar years 2009 and 2010, finishing 
calendar year 2010 at the restrained level of 2.0%.  A primary driving force in the inflation outlook is the outlook for 
energy prices, where the price of oil is expected to moderate significantly over the forecast period.  The Moody’s 
Economy.com forecast expects that the price of the benchmark West Texas Intermediate Crude Oil price per barrel 
will decline from its third quarter of calendar year 2006 peak of more than $70 per barrel average just under $45 per 
barrel during calendar 2008—following two consecutive years of double-digit price declines.  The baseline forecast 
then expects oil prices to fall further during calendar year 2009 and stabilize at that lower level during the calendar 
2010 period—at a price just above $40 per barrel.   

Regarding interest rates, the Moody’s Economy.com baseline forecast expects that monetary policy will 
continue to struggle with whether or not further tightening moves are needed to maintain control over inflation.  The 
removal of policy accommodation over the last two years by the Federal Reserve has acted to restrain household 
spending and precipitate the housing correction.  Moody’s Economy.com points out that at 5.25%, the Federal 
Funds rate has turned restrictive, and given the lagged effects of monetary policy moves, the interest rate-sensitive 
housing and auto sectors and overall consumer spending are likely to weaken further over the next three quarters in 
response to tightening moves already made.  In total, the Moody’s Economy.com scenario expects that there will be 
no further tightening by the Fed in this interest rate cycle, peaking at the current 5.25% Federal Funds rate.  The 
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chief risk is that the longer the inflation rate remains elevated, the more likely that the Federal Reserve will initiate 
another round of tightening. 

The other threat to an otherwise sanguine monetary policy and interest rate forecast concerns the outlook 
for fiscal policy.  The federal government this federal fiscal year is on a trajectory for close to a $300 billion budget 
deficit.  Moody’s Economy.com points out that virtually none of the federal government’s still large budget deficit is 
due to weakness in the economy—meaning that most of the federal budget’s current shortfall reflects a structural 
imbalance between expenditures and revenues.  Further, the longer term outlook for the federal budget deficit is 
unfavorable.  The federal deficit is expected to total over $4 trillion (or nearly 3.0% of GDP) by some long-term 
estimates over the next ten fiscal years if more realistic future tax and spending policies than those currently used by 
the Office of Management and Budget are employed. 

The current key risk to the relatively sanguine Moody’s economy.com outlook for the U.S. economy is that 
the housing market correction and the slowdown in manufacturing negatively impact the broader U.S. economy.  
Currently, Moody’s Economy.com puts the probability of recession in the U.S. economy at roughly 1 in 4 through 
the middle of next year—up from roughly 1 in 10 at this point in time last year.  Even if the economy manages to 
avoid a full-fledged recession over the next year, it is likely that the U.S. economy will encounter a rough patch or 
two over the next calendar year. 

The Vermont Economic Outlook:  Against the backdrop of that national economic forecast and existing 
economic conditions in the State, the current Vermont Economic outlook update once again calls for a positive, but 
historically sub-par, pace of economic and labor market activity over the next five years.  Payroll job growth is 
expected to move forward, but within a historically restrained annual rate of between 0.5% and 1.0% over the 
period.  After bouncing back somewhat over the next two quarters following last Winter and Spring’s energy price 
constrained performance, overall payroll job growth is expected to remain below a 1.0% annual rate from calendar 
year 2007 through calendar year 2010.  Output growth in inflation-adjusted or real 2002 dollars is forecasted to 
follow a similar pattern over the course of the forecast, averaging 3.0% in calendar 2006, 0.9% in 2007 as the 
housing market corrects, and between 1.9% and 2.5% over the 2008–10 period.  The 2.0% average annual rate of 
output growth in the Vermont economy expected over the 2006–10 period corresponds to a level that is roughly 1.5 
percentage points lower than the 3.5% housing-supported annual average over the 2000–05 period, and is likewise 
1.5 percentage points lower than the 4.5% output growth average experienced during the calendar years 1995–2000 
timeframe. 

This updated forecast and its annual and quarterly profile again reflect the fact that the Vermont economy 
entered calendar year 2006 at a somewhat lower level than was understood to be the case a year ago prior to last 
Spring’s large downward revision in the re-benchmark of payroll employment revisions.  In addition, energy prices 
remained stubbornly high throughout the first half of calendar year 2006; combined with the warm and rainy winter 
weather, as poor a winter ski season as the State has experienced in many years was produced.  Although energy 
prices have now settled into a level that is more manageable and the Fall of 2006 tourism season looks to have been  
positive, tourism that was lost last Fall and Winter worked to the detriment of 2005 and 2006 economic activity in 
the State.  The forecast also includes the assumption that the State will have “normal weather” in its various tourism 
seasons, although the start to the 2006–07 Winter ski season has been disappointing due to the unseasonably warm 
and wet weather over the Christmas and New Year’s holiday. 

On a sector-by-sector basis, the highest rates of job growth over the 2006–10 forecast period are expected 
in the Professional & Business Services sector (at 2.1% per year) and the Education & Health Services sector (at 
1.7% per year)—as was the case with recent State economic forecasts.  The Leisure and Hospitality sector is 
expected to have the 3rd best five-year payroll job growth performance over the 2006–10 forecast period with a 
1.6% per year job growth rate—bouncing back somewhat from the difficult 2000–01 time period.  The factory 
sector is expected to experience the most restrained job change performance (at negative 0.5% per year).  Although 
the State’s forecast does not expect a positive job change in this payroll job aggregate, this represents a significant 
improvement from the negative 4.5% annual job change record over the 2000–05 timeframe. 

Over the forecast period, a total of 9 of 12 of the State’s major NAICS categories are expected to recover-
add jobs over the 2005–10 forecast period, representing an improvement from the 2000–05 period where 4 of 12 
major NAICS categories lost jobs.  A total of 7 of 12 NAICS super sectors are expected to have significantly more 
positive job adding performances over the next five years relative to the job addition record of the 2000–05 
timeframe.  However, this forecast expects that the Construction sector will no longer be among the top-performing 
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sectors in the State and is actually expected to lose jobs in 2008 corresponding to the latter part of the housing 
market correction.  This represents a significant change from both the 1995–2000 period and 2000–05 period where 
payroll job growth averaged 2.9% per year and 2.5% per year, respectively.  However, all major NAICS categories 
with the notable exception of the manufacturing sector are expected to be in full expansion—assuming the economy 
avoids a recession—by the end of the five-year forecast. 

Although the State’s relative economic performance in output, jobs, and personal income is expected to be 
mixed over the 2006 to 2010 period relative to the U.S. and New England averages, this revised forecast includes 
the expectation that Vermont’s unemployment rate will continue to track consistently below both the U.S. and New 
England averages.  This continues the longer-standing trend where the State’s unemployment rate has consistently 
tracked between 1.25% and 1.5% below the New England regional and U.S. averages, respectively.  In fact, 
Vermont’s unemployment rate has consistently been ranked among the lowest of any state in the country over the 
most recent five-year period. 

Economic Forecast – Summary Data 

The following table sets forth comparative statistics and assumptions corresponding to the current short-
term economic outlook for the Vermont and national economies.  The U.S. data correspond to the assumed 
macroeconomic environment for the Vermont economy as provided by Moody’s Economy.com, for the upcoming 
five calendar year period as it was developed during the August 2006–October 2006 period.  The Vermont statistics 
present the specific detail for the Vermont economic forecast that was developed over that same period and 
published in November of 2006.  This forecast incorporates the estimated impacts of the housing market slow down 
and other macroeconomic variables. 

Table 5 
Calendar Year Forecast Comparison: United States, New England and Vermont 

 ---------------Actual---------------  ---------------Forecast--------------- 
 2001 2002 2003 2004 20051  20061 2007 2008 2009 2010 
Real Output (% Change)            

U.S. Gross Domestic Product 0.8 1.6 2.5 3.9 3.2  3.5 2.9 3.2 3.2 3.0 
New England            
   Gross Domestic Product 1.0 0.0 2.6 4.6 3.9  2.2 2.9 3.3 3.6 3.4 
Vermont Gross State Product 3.9 2.2 4.3 4.6 3.3  2.8 2.9 3.2 3.5 3.2 

Non-Farm Employment 
(% Change) 

           

U.S. 0.0 -1.1 -0.3 1.1 1.5  1.4 1.0 1.1 1.4 1.4 
New England 0.1 -1.6 -1.1 0.3 0.6  0.7 0.7 0.9 0.9 0.9 
Vermont 1.1 -0.9 -0.1 1.5 1.3  0.8 0.7 0.7 0.8 0.8 

Personal Income 
           

(% Change) (Current Dollars)            
U.S. 1.4 0.4 1.2 3.5 2.3  3.9 3.1 3.4 3.3 3.2 
New England 1.9 -0.7 0.3 3.5 2.3  1.9 2.5 2.8 2.7 2.5 
Vermont 2.9 0.3 1.4 3.1 2.3  2.0 2.4 3.0 2.8 2.4 

Unemployment (%)            

U.S. 4.7 5.8 6.0 5.5 5.1  4.7 4.8 4.8 4.6 4.5 
New England 3.6 4.8 5.4 4.9 4.7  4.6 4.8 4.7 4.6 4.5 
Vermont 3.3 4.0 4.5 3.7 3.5  3.3 3.4 3.4 3.3 3.2 
______________________________________________ 
1 Some 2005 variables are preliminary and subject to further revision, and 2006 values in this table reflect projected rates as of November 2006. 
Sources: Moody’s Economy.com (U.S.), New England Economic Partnership November 2006 Forecast (New England, Vermont). 

Table 5 illustrates that the Vermont economy experienced a generally milder economic downturn over the 
2001–03 period relative to both the nation and the New England region as a whole.  The State’s rate of job recovery 
and income growth performance as of August–September 2006 also has been slightly below the U.S. average but 
has slightly exceeded the rate of labor market recovery for the New England region as a whole.  For the remainder 
of calendar year 2006 and for calendar years 2007 and 2008, Vermont is expected to experience slightly lower rates 
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of growth in output, jobs, and income as compared to the U.S. economy due in part to the somewhat greater negative 
impact that higher energy prices are expected to have on the State’s economy.  The State is expected to keep pace 
over the 2006–07 period relative to the New England regional economic performance.  However, the State is 
expected to experience a slight decline in its relative economic performance during calendar years 2008 and 2009 
relative to the New England average.  This calendar years 2008 and 2009 performance is still expected to continue 
to lag the U.S. economic performance. 

Although the State’s relative economic performance is expected to be mixed over the 2005 to 2009 period, 
the forecast expects that the State’s unemployment rate will consistently be below both the U.S. and New England 
regional averages. This forecast is consistent with the favorable relative unemployment rate position the State has 
experienced for the last several years.  Over the period, Vermont’s unemployment rate has been among the lowest of 
any state in the country—consistently tracking approximately 1 to 1.5 percentage points below the U.S. average and 
the New England average over the period. 

Regional Comparison 

Data presented in Tables 6 through 8 include comparative labor market information for the State relative to 
the other New England states and the major metropolitan areas in the New England region.  These data show that 
during the current economic cycle the Burlington metropolitan area continues to be a strong performing 
metropolitan area compared to the other 20 metropolitan areas in the New England region.  The tables show that the 
State and its major metropolitan area have among the lowest unemployment rates, and among the best relative job 
recovery-growth performances, in the region during the current business cycle.  This cycle includes the year with the 
most recent labor market peak and trough surrounding the early-2000s national economic recession and subsequent 
recovery-expansion in the New England region and the United States as a whole. 

Table 6 
Total Unemployment Rate Comparison of Vermont, 

Seven Northeastern States and the U.S. 
        Change 
  December  November  December  From 
  2006  2006  2005  Last Year 
Vermont  3.6%  3.7%  3.8%  -0.2% 
Connecticut  4.2  4.4  4.6  -0.4 
Maine  4.7  4.7  4.7  0.0 
Massachusetts  5.3  5.0  4.8  +0.5 
New Hampshire  3.5  3.5  3.5  0.0 
New Jersey  4.2 4.5 4.6 -0.4 
New York  4.0 4.2 5.0 -1.0 
Rhode Island  5.2 5.2 5.1 +0.1 
New England  4.7 4.6 4.6 +0.1 
United States  4.5 4.5 4.9 -0.4 
______________________________________________________   
Notes:  Data are seasonally adjusted and exclude the Armed Forces.   
Source:  U.S. Department of Labor, Bureau of Labor Statistics   
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Table 7 
Comparison of Unemployment Rates in New England’s Largest Metropolitan Areas 

Not Seasonally Adjusted 

 

City 

Annual 
Average % 

2000 

Annual 
Average % 

2001 

Annual 
Average % 

2002 

Annual 
Average % 

2003 

Annual 
Average % 

2004 

Annual 
Average % 

2005 

Average % 
Jan. 2006 – 
Oct. 2006 

        
Connecticut        

Bridgeport, Stamford, Norwalk 2.1 2.9 4.1 5.2 4.6 4.6 4.1 
Danbury 1.7 2.4 3.3 4.2 3.9 3.8 3.5 
Hartford-W. Hartford-E. Hartford 2.4 3.1 4.3 5.8 5.3 5.1 4.7 
New Haven 2.4 3.0 4.1 5.4 5.0 5.0 4.6 
Norwich-New London 2.4 2.8 3.8 4.8 4.6 4.5 4.4 
Waterbury 2.9 4.1 5.8 7.2 6.4 6.3 5.8 

        
Maine        

Bangor 3.4 3.6 4.1 4.6 4.8 4.7 4.6 
Lewiston-Auburn 3.3 3.7 4.3 5.0 4.5 4.9 4.8 
Portland, So. Portland, Biddeford 2.4 2.8 3.3 3.6 3.5 3.7 3.5 

        
Massachusetts        

Barnstable Town 3.3 3.6 4.5 5.0 4.9 4.6 4.9 
Boston, Cambridge, Quincy 2.6 3.4 5.2 5.7 5.1 4.6 4.7 
Leominster, Fitchburg, Gardner 3.3 4.2 6.4 7.0 6.6 6.3 6.4 
New Bedford 4.4 5.3 6.7 7.6 7.1 6.7 6.9 
Pittsfield 3.0 3.5 4.5 5.1 4.7 4.4 4.6 
Springfield 3.0 3.6 5.0 6.0 5.7 5.3 5.6 
Worcester 2.7 3.5 5.3 6.0 5.4 5.0 5.2 

        
New Hampshire        

Manchester 2.5 3.1 4.2 4.3 3.7 3.5 3.5 
Portsmouth 2.5 3.1 4.1 4.2 3.6 3.5 3.1 
Rochester-Dover 2.6 3.2 4.5 4.4 3.6 3.5 3.2 

        
Rhode Island        

Providence, Fall River, Warwick 4.1 4.6 5.3 5.6 5.5 5.2 5.7 
        
Vermont        

Burlington-South Burlington 2.2 2.7 3.6 4.1 3.3 3.2 3.3 
_____________________________________ 
Note:  Data for Labor Market Areas are subject to sporadic revisions, depending on the state. 
Furthermore, these areas are also subject to infrequent geographic redefinition. 
Data are not seasonally adjusted. 
Source:  Federal Reserve Bank of Boston. 
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Table 8 
Comparison of Nonfarm Payroll Job Growth in New England’s Largest Metropolitan Areas 

Not Seasonally Adjusted 
 

City 

 Number of 
Nonfarm Jobs 
Calendar Year 
2000 Annual 

Average  

Number of 
Nonfarm Jobs 
Calendar Year 
2005 Annual 

Average  

Change in 
Number of 

Nonfarm Jobs 
Calendar Years 

2000–2005 

  
Percent Change in 

Nonfarm Jobs 
Calendar Years 

2000–2005 
  (000s)  (000s)  (000s)   
Connecticut         

Bridgeport, Stamford, Norwalk  425.8 411.5  -14.3  -3.5% 
Danbury  70.0 68.8  -1.2  -1.7 
Hartford-W. Hartford-E. Hartford  555.2 543.6  -11.6  -2.1 
New Haven  274.5 273.2  -1.2  -0.5 
Norwich-New London  128.1 135.7  7.6  6.0 
Waterbury  71.4 69.1  -2.4  -3.3 

        
Maine        

Bangor  62.0 65.4  3.4  5.5 
Lewiston-Auburn  47.7 47.7  0.0  -0.1 
Portland, So. Portland, Biddeford  182.3 192.7  10.4  5.7 

        
Massachusetts        

Barnstable Town  95.0 100.5  5.5  5.8 
Boston, Cambridge, Quincy  2,530.3 2,417.1  -113.2  -4.5 
Leominster, Fitchburg, Gardner  54.2 50.5  -3.6  -6.7 
New Bedford  66.5 63.9  -2.6  -3.9 
Pittsfield  36.6 36.3  -0.3  -0.8 
Springfield  301.3 295.3  -6.0  -2.0 
Worcester  244.2 243.1  -1.1  -0.4 

        
New Hampshire        

Manchester  95.0 98.9  3.8  4.0 
Portsmouth  49.9 55.1  5.1  10.3 
Rochester-Dover  51.5 54.9  3.4  6.5 

        
Rhode Island        

Providence, Fall River, Warwick  575.3 583.2  8.0  1.4 
        
Vermont        

Burlington-South Burlington  112.7 113.2  0.5  0.5 
_____________________________________ 
Note:  Labor Market Areas are subject to sporadic revisions depending on the state and also are subject to infrequent 
geographic redefinition. 
Data are not seasonally adjusted. 
Source:  Federal Reserve Bank of Boston. 
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Composition of the Vermont Economy 

Tables 9 and 10 include data that profile the earnings and employment levels by major industry for the 
State of Vermont under the North American Industry Classification System (NAICS).  The earnings data cover the 
calendar year 2004–05 period (calendar year 2005 being the latest year where complete annual average data are 
available).  Employment data by industry are provided for the 2003–05 calendar year period for Vermont and 2005 
for the U.S. (2005 being the latest year where annual average data are available). 

The full-time and part-time jobs data through calendar year 2005 show that manufacturing remains one of 
the State’s most important sectors, representing an estimated 9.5% of total all non-farm employment in 2005 (versus 
8.5% of employment for the U.S. in 2005) and an estimated 15.5% of total earnings in 2005 versus 15.8% of total 
earnings in Vermont during calendar year 2004.  Other important parts of Vermont’s economic base include: Health 
Care and Social Assistance at 12.3% of 2005 total employment, up from 12.1% of total employment in 2003, and 
also representing 12.2% of total earnings in 2005, and Retail Trade at 11.9% of 2005 total employment, down 
slightly from 12.1% of total employment in 2003.  Retail Trade also represented 8.5% of total earnings in 2005 
(down from the 8.6% share of total earnings in 2004).  Relative to the U.S. economy, Vermont’s economy relies 
somewhat more heavily on Construction, Manufacturing, Private Education Services, Health Care and Social 
Assistance, Retail Trade, Accommodations and Food Services, Arts, Entertainment, and Recreation, and the Farm 
sector.  At the same time, the State has a slightly lower dependence on sectors such as Professional and Technical 
Services, Financial Activities, Transportation, Warehousing and Utilities, Administrative and Waste Services, and 
the Wholesale Trade sector for its employment and earnings. 
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Table 9 
Total Earnings By Industry  

2004–2005 
($Thousands) 

 2004  2005 

 
Total  

Earnings 
Percent 
of Total  

Total  
Earnings 

Percent 
of Total 

      
Farm: $     179,743 1.2%  $     207,679 1.4% 
Non-Farm Industry:      

Construction 1,078,627 7.4  1,158,988 7.6 
Forestry, Fishing and Other Related Activities 66,743 0.5  66,982 0.5 
Mining 45,129 0.3  44,168 0.3 
Manufacturing 2,314,441 15.8  2,378,864 15.5 
Wholesale Trade 594,146 4.1  609,539 4.0 
Retail Trade 1,260,102 8.6  1,301,565 8.5 
Information 333,102 2.3  335,490 0.4 
Financial Activities 684,504 4.7  711,860 4.6 
Real Estate and Rental and Leasing 232,992 1.6  247,281 1.6 
Transportation, Warehousing and Utilities 548,686 3.7  563,225 3.7 
Management of Companies and Enterprises 20,932 0.1  23,048 0.2 
Professional and Technical Services 1,015,432 6.9  1,097,818 7.2 
Education Services 416,565 2.8  445,999 2.9 
Health Care and Social Assistance 1,762,161 12.0  1,874,381 12.2 
Arts, Entertainment, and Recreation 123,313 0.8  127,442 0.8 
Accommodations and Food Services 615,459 4.2  623,567 4.1 
Administrative and Waste Services 326,994 2.2  331,132 2.2 
Other Private Services-Providing 431,946 2.9  432,631  2.8 

Total Private Non-Farm Industries $11,871,274 81.0%  $12,373,980 80.7% 
      
Government and Government 
Enterprises 

$  2,606,719 17.8%  $  2,745,655 17.9% 

      
Total Farm and Non-Farm Earnings $14,657,736 100.0%  $15,327,314 100.0% 

 
Notes:  Total may not add due to rounding.  Total Earnings is comprised of wages and salaries, other labor income and proprietor’s income. 
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Table 10 
Vermont Non-Agricultural Employment by Industry 

2003–2005 

  2003  2004  2005  U.S. 2005 
  

Jobs 
Percent 
of Total  Jobs 

Percent 
of Total  Jobs 

Percent 
of Total  Jobs 

Percent 
of Total 

Farm  9,537 2.3%  8,913 2.1%  8,722 2.1%  2,891,000 1.7% 
Non-Farm Industry:             
  Construction  29,273 7.2  31,271 7.5  32,351 7.6  10,845,700 6.2 
  Forestry, Fishing, and Other Related Activities  3,285 0.8  3,467 0.8  3,389 0.8  1,012,000 0.6 
  Mining  1,119 0.3  1,035 0.2  972 0.2  819,000 0.5 
  Manufacturing  40,249 9.8  40,107 9.6  40,151 9.5  14,862,900 8.5 
  Wholesale Trade  11,460 2.8  11,596 2.8  11,567 2.7  6,403,300 3.7 
  Retail Trade  49,308 12.1  49,946 12.0  50,563 11.9  18,942,100 10.9 
  Information   7,689 1.9  7,685 1.8  7,730 1.8  3,582,100 2.1 
  Financial Activities  13,288 3.2  13,201 3.2  13,100 3.1  8,184,600 4.7 
  Transportation, Warehousing & Utilities  10,605 2.6  10,940 2.6  11,202 2.6  6,104,200 3.5 
  Management of Companies and Enterprises  416 0.1  495 0.1  495 0.1  1,853,00 1.1 
  Real Estate and Rental and Leasing  10,691 2.6  11,785 2.8  12,619 3.0  6,934,300 4.0 
  Professional and Technical Services  23,463 5.7  24,733 5.9  25,615 6.0  11,487,700 6.6 
  Education Services  16,626 4.1  16,852 4.0  17,284 4.1  3,528,900 2.0 
  Health Care and Social Assistance  49,581 12.1  50,824 12.2  52,242 12.3  17,271,000 9.9 
  Arts, Entertainment, and Recreation  9,846 2.4  10,092 2.4  10,397 2.5  3,518,300 2.0 
  Accommodations and Food Services  31,764 7.8  32,036 7.7  31,956 7.5  11,729,300 6.7 
  Administrative and Waste Services  14,275 3.5  15,240 3.7  16,140 3.8  10,654,100 6.1 
  Other Services, except public administration  21,917 5.4  21,666 5.2  21,615 5.1  9,758,900 5.6 
Total Private Sector Non-Farm  344,855 84.3%  352,971 84.7%  359,388 84.8%  147,491,600 84.7% 
Government  54,580 13.4%  55,055 13.2%  55,527 13.1%  23,837,000 13.7% 
Total Employment  408,972 100.0%  416,939 100.0%  423,637 100.0%  174,219,600 100.0% 
              
Notes: Includes total jobs and proprietors. Totals may not add due to rounding.        
SOURCE:  U.S. Bureau of Economic Analysis, U.S. Department of Commerce.         
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Largest Private Employers 

The Vermont economy reflects a mix of manufacturing, tourist-based, construction, education/higher 
education, professional services (including health care, business, and private sector higher education services), trade, 
and other employers.  As of March 2006, the State’s two largest private employers were IBM and Fletcher Allen 
Health Care.  IBM is a global manufacturer of semiconductor and related devices with a total of more than 6,000 
jobs according to various published sources.  The firm has generally been successful in stabilizing its employment 
situation at its Essex Junction facility, and has added small numbers of production workers over the past two years.  
The company has secured major long-term supply contracts for both private sector and governmental (e.g. the U.S. 
Department of Defense) customers and through the development of new products.  Fletcher Allen Health Care is 
reported to have approximately 6,300 employees, and has recently completed a significant expansion and upgrade of 
its facilities.  Other top ten private sector employers in the State include several companies with more than 1,000 
employees in the State.  These employers reflect a mix of retail (Martin’s Food Stores, Price Chopper Stores, 
Albertson’s), financial institutions (Chittenden Trust Company), manufacturers (General Electric Company), health 
care (Central Vermont Medical Center, Inc., Rutland Hospital), higher education (Middlebury College), and the 
travel-tourism industry (Killington LTD, Okemo LLC, and the Stratton Corporation).  Ethan Allen, Inc. also 
continues to have a major employment presence in the State at the level of between more than 500 but less than 999 
jobs.  Other notable employers that are in the more than 500 but less than 1,000 job category include Central 
Vermont Public Service Company (the State’s largest investor owned utility), Verizon New England, Inc., TD 
Banknorth NA, Simmonds Precision Products, Inc. of Vergennes, and several of the State’s major resorts (Mt. 
Mansfield Company Inc. in Stowe, Smugglers Notch Management Company, LTD in Jeffersonville, and Mount 
Snow, LTD in West Dover).  The University of Vermont and State Agricultural College also is a major employer in 
the State with over 1,000 employees according to press reports.  However, it is classified as a public sector employer 
by the Vermont Department of Labor in the State’s Quarterly Census of Employment and Wages program and in its 
Current Employment Statistics Program payroll job count survey. 

Income Levels and Income Growth Performance 

The following two tables include data relating to the trends in the rate of total personal income growth for 
Vermont, New England and the nation as a whole over the calendar year 1995–2005 period.  On an average annual 
basis, total personal income in Vermont has increased by 5.1% per year from 1995 to 2005, as it has in the New 
England region, compared to a 5.2% national average rate of growth for the same period.  According to the U.S. 
Department of Commerce data presented in Table 12, Vermont’s per capita personal income in calendar 1995 was 
$21,002, or 91.0% of the U.S. average of $23,076.  By calendar 2005, Vermont’s per capita personal income had 
risen to $33,327, or 96.4% of the U.S. average of $34,586.  Vermont’s growth rate in per capita personal income 
was 4.9% in calendar 2005, slightly below the New England regional average (at 5.1%), but higher than the national 
average rate of per capita personal income growth rate (at 4.6% for calendar 2005).  These same data show that 
Vermont’s rate of per capita personal income growth in 2005 rated 4th highest among the six New England states. 
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Table 11 
Growth in Nominal Dollar Total Personal Income for 

Vermont, New England and United States 
Calendar Years 1988–2005 

($ in millions) 

 State of Vermont New England United States 

Calendar 
Year 

Total 
Personal 
Income 

Percent 
Growth 

Total 
Personal 
Income 

Percent 
Growth 

Total 
Personal 
Income 

Percent 
Growth 

2005 $20,393 3.4% $595,013 3.8% $10,224,761 5.4% 
2004 19,721 5.8 573,379 6.2 9,702,525 6.0 
2003 18,644 3.4 539,988 2.2 9,156,108 3.2 
2002 18,030 1.6 528,170 0.7 8,872,521 1.8 
2001 17,741 5.1 524,402 4.1 8,716,992 3.5 
2000 16,883 7.9 503,961 9.9 8,422,074 8.0 
1999 15,650 5.8 458,387 5.4 7,796,137 5.1 
1998 14,787 7.6 435,052 7.4 7,415,709 7.4 
1997 13,737 5.4 404,990 6.0 6,907,332 6.1 
1996 13,039 5.4 382,164 5.7 6,512,485 6.0 
1995 12,370 4.8 361,504 5.1 6,144,741 5.3 

 
Source:  U.S. Department of Commerce, Bureau of Economic Analysis. 

Table 12 
Growth in Nominal Dollar Per Capita Personal Income for 

Vermont, New England and the United States 
Calendar Years 1988–2005 

 State of Vermont New England United States 
Calendar 

Year 
Per Capita 

Income 
Percent 
Growth 

Per Capita 
Income 

Percent 
Growth 

Per Capita 
Income 

Percent 
Growth 

2005 $33,327 4.9% $42,314 5.1% $34,586 4.6% 
2004 31,780 5.4 40,260 5.9 33,050 4.9 
2003 30,103 2.9 38,026 1.7 31,487 2.2 
2002 29,245 1.0 37,379 0.1 30,814 0.8 
2001 28,944 4.6 37,334 3.4 30,575 2.4 
2000 27,680 7.0 36,118 9.0 29,845 6.8 
1999 25,881 5.1 33,126 4.6 27,939 3.9 
1998 24,629 7.1 31,677 6.7 26,883 6.1 
1997 23,002 4.7 29,687 5.3 25,334 4.8 
1996 21,964 4.6 28,194 5.1 24,175 4.8 
1995 21,002 3.8 26,832 4.5 23,076 4.1 

 

Employment Statistics 

Vermont had a labor force of 355,900 on an average annual basis in 2005, of whom 343,500 are estimated 
to be employed and 12,400 were unemployed.  Vermont’s 3.5% unemployment rate so far in 2006 compares 
favorably with the 4.7% unemployment rate for the nation overall and a 4.6% average unemployment rate for the 
New England region.  The following table sets forth data regarding recent comparative trends in labor force, 
employment, and unemployment rates for the Vermont, the New England, and the U.S. economies from 1990 
through 2006. 
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Table 13 
Average Annual Employment and Unemployment Rate 

 State of Vermont  New England United States 

Year 
Labor Force 

 (in thousands) 
Employment 

 (in thousands) 
Unemployment 

Rate (%)  
Unemployment 

Rate (%) 
Unemployment 

Rate (%) 
2006 364 351 3.5  4.6 4.6 
2005 356 344 3.5  4.7 5.1 
2004 353 340 3.7  4.8 5.5 
2003 352 336 4.5  5.4 6.0 
2002 348 334 4.0  4.8 5.8 
2001 341 330 3.3  3.7 4.8 
2000 335 327 2.6  2.8 4.0 
1999 335 326 2.9  3.3 4.2 
1998 332 322 3.1  3.5 4.5 
1997 329 316 4.0  4.4 4.9 
1996 324 310 4.4  4.8 5.4 
1995 319 305 4.3  5.4 5.6 
1994 316 302 4.6  5.9 6.1 
1993 315 298 5.3  6.8 6.9 
1992 312 292 6.4  8.1 7.5 
1991 309 288 6.6  8.0 6.9 
1990  309 294 4.9  5.7 5.6 
_____________________________________ 
Sources: Vermont Department of Employment and Training (Vermont); Federal Reserve Bank of Boston (New England and the 

United States). 
 
Transportation 

Highway.  Vermont’s highway system includes 320 miles of interstate routes, over 2,312 miles of toll-free 
State highways, and approximately 11,320 miles of supporting roads.  The first completed section of the Bennington 
By-Pass was opened in October of 2004.  The western segment of this important part of the State’s highway 
infrastructure is the first of three segments to be completed.  In its entirety, the project is expected to alleviate east-
west traffic in the U.S. Route 9 to U.S. Route 7 corridor that currently passes through downtown Bennington.  
Construction of new sections of the Chittenden County Circumferential Highway was suspended on May 10, 2004 
as a result of a U.S. District Court decision.  That decision required the Vermont Agency of Transportation to 
complete an updated environmental impact assessment that met the current requirements of the National 
Environmental Policy Act.  This assessment is currently underway, has progressed to a short-list of four alternatives 
that will now undergo detailed analysis under federal statute, and is expected to be completed during the fall of 
2007. 

Rail.  The State owns 392 rail corridor miles out of a total of 747 rail corridor miles within the State.  The 
State-owned rail miles are operated by Vermont Rail Systems, CSF Acquisition, Inc. and Northern Vermont 
Railroad (CDAC).  At present, Vermont Railway, Green Mountain Railroad, Washington County Railroad and 
Northern Vermont Railroad are servicing freight customers.  Other private rail operators that provide freight service 
in Vermont are New England Central Railroad, St. Lawrence & Atlantic Railroad, and Guilford Rail Systems.  State 
supported Amtrak service includes two passenger trains, the “Vermonter” which operates from Washington, DC to 
St. Albans, Vermont and the “Ethan Allen Express” with service from New York City to Rutland, Vermont. 

Transit.  Vermont Transit, a Greyhound subsidiary, operates bus routes in many of the major communities.  
There are 13 public transit providers, who provide an estimated 3.0 million passenger trips each year. 

Air.  There are 17 public use airports, including 10 State-owned airports and two that are municipally 
owned, including Burlington International Airport (“BIA”).  During calendar year 2005, the BIA reached 691,585 
emplanements.  A $25.6 million facilities expansion plan was recently completed at the BIA.  Facility upgrades 
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included a significant addition to the airport’s parking garage, the completion of a second skywalk between the 
parking garage and the terminal, additional gates, and expanded baggage handling and terminal-waiting facilities. 

In 2006, the list of commerical air carriers serving the airport includes a total of six national and regional 
carriers serving Boston, New York (John F. Kennedy Airport), Newark, Philadelphia and Washington, DC 
(including service to both Ronald Reagan Washington National and Washington Dulles airports).  In addition, 
carriers also serve Chicago, Cincinnati, Detroit, and Minneapolis.  Jet Blue Airlines’ role at the BIA grew to become 
the most significant carrier, with 149,429 emplanements or 21.6% of the total during 2005.  Other major carriers 
currently at the BIA include United Airlines, Northwest Airlines, Continental Airlines, Delta Airlines, and U.S. Air.  
In 2006, the number of passengers that boarded planes declined only slightly from 691,585 in 2005 to 690,568, 
despite an increase in ticket prices in response to higher fuel prices and the loss of Independence Air that was part of 
a 6% reduction in seats available.  The BIA reported that Canadian traffic increased during calendar 2006 to nearly 
35% of total passengers in December of 2006. 

As of December of 2006, several carriers operating at the BIA had filed for bankruptcy protection.  Neither 
the State nor BIA can predict what impact the financial difficulties of the individual carriers, and the airline industry 
in general, will have on the BIA. 

Utilities 

In recent years, there have been a number of positive developments that have contributed to the stability of 
the electric utility industry in Vermont. In the interest of maintaining stability, Vermont has taken a go-slow 
approach to retail choice and currently retail customers continue to receive service from vertically integrated electric 
utilities.  The State currently allows for “economic development” rates for portions of the power used by businesses 
in Vermont subject to the approval of the Vermont Public Service Board.  Many businesses have filed for and 
received approval for such rates in conjunction with their service provider over the past several years large 
manufacturers and ski resorts. 

In terms of supply and looking ahead over the next 10 years, there are a number of challenges facing the 
State as its current energy supply contracts begin to expire.  First, it is expected that Entergy Nuclear of Mississippi 
(Entergy) will seek an extension of its license at the Vermont Yankee nuclear facility.  Although it is unclear 
whether or when a license extension will be approved, it should be noted that the company did move forward and 
received regulatory approval for additional on-site fuel storage and to increase energy output at the facility (see 
below).  Outside of the Vermont Yankee power plant, it should also be noted that committed supply from the State 
utilities’ current energy supply contracts with Hydro Quebec will decline significantly during the 2012 to 2016 
period and beyond.  This situation affords Vermont’s utilities the opportunity to negotiate new power supply 
agreements with its current and potential new suppliers.   

Regarding the transmission-reliability issue, the Vermont Electric Power Company (VELCO) continues its 
multi-faceted initiative to substantially upgrade the State’s transmission system as part of a larger effort to improve 
the capacity and reliability of the electric transmission system of the New England region.  VELCO has recently 
completed a substantial project in the far northern part of the State and has a major project underway in Chittenden 
County called the Northwest Reliability Project (NRP) as well as a project to strengthen transmission in the Route 
100 corridor north of Waterbury.  The NRP received a Certificate of Public Good under Act 248 on January 25, 
2005.  The project continues to move forward. 

On July 31, 2002, a consortium of New England utilities—including Green Mountain Power and Central 
Vermont Public Service Corporation—sold the Vermont Yankee Nuclear Power Plant to Entergy for $180 million.  
The plant serves an estimated 320,000 Vermont electric customers and the Public Service Board found that the sale 
constitutes a net present value benefit to Vermonters of $263 million to $383 million.  In 2003, Entergy filed a 
request with the Vermont Public Service Board to substantially increase its energy output at the facility.  This 
additional energy would be sold into the New England market.  The Vermont Public Service Board issued 
conditional approval for the request in the Spring of 2004.  Final Public Service Board approval of this request was 
granted on April 26, 2006. 

On June 22, 2006, it was announced that Northern New England Energy Corporation had entered into an 
agreement to acquire Green Mountain Power Corporation.  Green Mountain Power is the State’s second largest 
investor-owned utility serving 90,000 Vermont customers with operating revenues of $245.9 million in calendar 
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year 2005.  The Vermont Public Service Board must approve the transaction and find that it will promote the general 
good of the State.  A decision is expected by mid-calendar year 2007.    

Natural gas is an important source of energy in northwestern sections of Vermont that receive natural gas 
service through Vermont’s connection to the Trans Canada Pipeline system.  Expansion of gas distribution systems 
in Chittenden County continues with additional transmission pipeline loops currently being constructed.  Large LPG 
rail depots are in place, and have increased the quantity of LPG stored locally. 

Vermont currently has an extensive telecommunications network.  Verizon offers local telephone service to 
approximately 85% of Vermont consumers while nine other incumbent local exchange companies serve the areas of 
the State not served by Verizon.  Over one hundred telephone companies are authorized to provide service in 
competition with Verizon, and an extensive fiber optic network reaches all regions of the State.  Access to 
broadband services now covers nearly 85 percent of the State and is increasingly available in both urban and rural 
markets either from incumbent and competitive telephone companies, or from cable companies.  Vermont has had a 
number of years of robust long-distance competition.  Cellular telephone service comes from Rural Cellular, 
Verizon Mobile and U.S. Cellular, while Nextel and Sprint PCS are currently building personal wireless service 
networks.  Vermont has pioneered the use of a State telephone Universal Service Fund to promote key social 
objectives while supporting competition.  A statewide enhanced “9-1-1” emergency telephone system is now in 
place throughout Vermont.  The Governor has recently proposed the creation of a telecommunications authority in 
connection with a major initiative that will include both private and public funding.  See “STATE INDEBTEDNESS 
– Reserve Fund Commitments – Proposed Vermont Telecom Authority.” 

STATE FUNDS AND REVENUES 

Budget Process 

The head of every State department, board, or commission, and any officer or individual in charge of any 
activity for which funds are appropriated by the General Assembly is required to file with the Commissioner of 
Finance and Management statements showing in detail the amount expended for the prior fiscal year and the 
amounts appropriated and expected to be expended for the current fiscal year and the amount estimated to be 
necessary for such activity for the ensuing fiscal year.  The Governor submits to the General Assembly, not later 
than the third Tuesday of every regular and adjourned session, a recommended budget for appropriations or other 
authorizations for expenditures from the State Treasury for the next succeeding fiscal year.  The General Assembly 
then enacts into law an appropriation act, which must be approved by the Governor before expenditures may be 
made. 

Internal Control System 

The State operates on a July 1 to June 30 fiscal year.  The General Assembly authorizes all disbursements 
of State funds through the budgeting and appropriation processes.  The Commissioner of Finance and Management, 
who is responsible for the accounting and internal control systems of the State, approves the issuance of payments 
by the State Treasurer by signing a warrant.  No disbursements may be withdrawn from the Treasury without an   
appropriation and a warrant approved by the Commissioner of Finance and Management with the following 
exceptions: 

In the case of refunds of tax revenues, the Treasurer may disburse funds from the Treasury without an 
appropriation as long as the Commissioner has signed a warrant authorizing same.  

The amount necessary each year to pay the maturing principal of and interest on the State’s outstanding 
general obligation bonds is required to be included in the annual appropriation bill for the expense of State 
government.  Interest and maturing principal payments on the State’s outstanding general obligation bonds may be 
disbursed from the Treasury without a warrant from the Commissioner of Finance and Management if they become 
due before an appropriation for the payment has been made.  Likewise, interest and maturing principal payments on 
the State’s outstanding general obligation notes may be disbursed from the Treasury without a warrant from the 
Commissioner of Finance and Management if they become due before an appropriation for the payment has been 
made. 
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Comprehensive Annual Financial Report 

Since fiscal year 1997, the State has prepared its Comprehensive Annual Financial Report (CAFR) in 
accordance with generally accepted accounting principles.  In its fiscal year 2002 CAFR, the State implemented the 
financial accounting and reporting standards required under Governmental Accounting Standards Board (GASB) 
Statement No. 34.   

For fiscal year 2003, the State took several steps designed to address the issues that delayed the preparation 
of the CAFR for fiscal year 2002, which was not released until November 21, 2003, significantly beyond its March 
31, 2003 federal and state reporting deadline.  Additional project management processes were implemented.  The 
Department of Finance and Management and the Office of the State Treasurer believed these processes would put 
the State in a more favorable position to complete future annual financial statements in a more timely manner.  The 
result was that the fiscal year 2003 CAFR, although not issued until December 2004, was completed in a shorter 
time frame than the fiscal year 2002 CAFR and received an “unqualified opinion” on its Basic Financial Statements 
from the State Auditor of Accounts for the first time since the State began reporting in accordance with generally 
accepted accounting principles (GAAP).  

The fiscal year 2004 CAFR, which was being prepared during the period the fiscal year 2003 CAFR was 
being audited, was issued in April 2005 and also received an unqualified opinion from the State Auditor of 
Accounts.  

Finally, the fiscal year 2005 and fiscal year 2006 CAFRs, dated in December 2005 and 2006 and issued in 
early January 2006 and 2007, respectively, received unqualified opinions. 

The audited financial statements of the State for fiscal year 2006, together with the report of the State 
Auditor of Accounts, are included as Appendix A to this Official Statement.  The audited financial statements for 
fiscal year 2006 are also available as part of the State’s fiscal year 2006 CAFR (pages 12 through 116 of the CAFR) 
at Finance & Management’s website at http://finance.state.vt.us/Fin%20Publications/2006_cafr.pdf.  

Fund Structure 

The State’s financial statements are structured into three fund types.  The governmental fund and 
proprietary fund types are further classified as “major” or “non-major” depending upon their size as specified by 
GASB.  (See Note 1C in the State’s fiscal year 2006 audited financial statements attached hereto as Appendix A for 
an explanation of these criteria.)  The general characteristics of the fund types are as follows. 

Governmental Fund Types 

General Fund (Major Fund):  By act of the General Assembly, the General Fund is established as the basic 
operating fund of the State.  The General Fund is required to be used to finance all expenditures for which no special 
revenues have otherwise been provided by law.  All revenues received by the State and not otherwise required by 
law to be deposited in any other designated fund or used for any other designated purpose are deposited in the 
General Fund.  Unexpended and/or unencumbered appropriation balances will, unless otherwise directed by law, 
revert to fund balance at the end of the fiscal year.  See “RECENT GENERAL FUND, TRANSPORTATION 
FUND AND EDUCATION FUND OPERATING RESULTS – Budget Stabilization Reserves.”  Debt service 
requirements on General Fund bonds and notes are paid from the General Fund. 

Transportation Fund (Major Fund):  Revenues of this fund are used for expenditures associated with overall 
construction and maintenance of the State’s transportation system, state police, debt service requirements on 
Transportation Fund bonds and notes (which include the State Transportation and Highway bonds and notes) and 
certain other functions of government.  The principal sources of revenue in this fund are motor fuel taxes, purchase 
and use taxes, license and permit fees for motor vehicles, and reimbursements from the federal government for 
highway programs.  Unexpended and/or unencumbered appropriation balances will, unless otherwise directed by 
law, revert to fund balance at the end of the fiscal year.  See “RECENT GENERAL FUND, TRANSPORTATION 
FUND AND EDUCATION FUND OPERATING RESULTS – Budget Stabilization Reserves.” 

Education Fund (Major Fund):  Established by the Equal Educational Opportunity Act of 1997 and 
effective July 1, 1998, the revenues of this fund finance the State’s support of K-12 public education, as well as 
property tax reform.  Through fiscal year 2004, the sources of revenue in this fund (16 V.S.A. 4025(a)) were the 
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education property tax, the local share property tax, revenues from the State lotteries, the tax on telecommunications 
services, revenues from brokerage fees, 20 percent of the meals and rooms and alcoholic beverages tax, 16 percent 
of the gasoline tax, one-sixth of the motor vehicles purchase and use tax revenue, 19 percent of the tax on 
corporations including Subchapter S corporations, partnerships and limited liability companies, 58.3 percent of bank 
franchise tax revenue, and funds appropriated or transferred by the General Assembly.  Beginning in fiscal year 
2005, in accordance with 16 V.S.A. 4025(a) as amended, the sources of funding are as follows: statewide education 
property tax; revenues from the State lotteries; revenue from the electric generating plant education property tax; 
one-third of the motor vehicle purchase and use tax; one-third of the sales and use tax; Medicaid reimbursements 
pursuant to 16 V.S.A. 2959a(f) and funds appropriated or transferred by the General Assembly.  Unexpended and/or 
unencumbered appropriation balances will, unless otherwise directed by law, revert to fund balance at the end of the 
fiscal year. 

Federal Revenue Fund (Major Fund):  All federal grant receipts are recorded in this fund, except for those 
federal funds specifically earmarked for transportation or fish and wildlife purposes.  Grants of these types are 
recorded in the State’s Transportation Fund and Fish and Wildlife Fund, respectively.  Major categories of 
expenditure within this fund are from federal reimbursement for various health, education and welfare programs, the 
State counterpart of which is reflected in the General Fund. 

Special Fund (Major Fund):  These funds account for proceeds of specific revenues not otherwise 
categorized that are legally restricted to expenditures for specific purposes.  These purposes cover the entire 
spectrum of State government. 

Global Commitment (to health) Fund (Major Fund):  This is a major special revenue fund created in 
accordance with Section 16c of 33 V.S.A. 1901e.  It is the result of Vermont entering into a Medicaid demonstration 
waiver agreement with the Federal government.  This agreement caps Federal expenditures for Medicaid services 
for five years but gives Vermont great latitude in promoting universal access to health care, cost containment and 
effective administration.  The State will be financially at risk for managing costs within the capped limits but stands 
to benefit from any savings realized from program efficiencies. 

Fish and Wildlife Fund (Non-major Fund):  Receipts are restricted by statute and can only be used for fish 
and wildlife purposes.  The principal sources of revenue are license fees and Federal grants. 

Capital Project Funds (Non-major Funds):  These funds account for capital improvement appropriations 
that are or will be primarily funded by the issue of State bonds.  Separate bond funds are maintained as corollaries to 
both the General Fund and Transportation Fund. 

Permanent Funds (Non-major Funds):  These nine funds report resources that are legally restricted to the 
extent that only earnings, not principal, may be expended for purposes that benefit the government or its citizenry, 
such as higher education, cemetery care and monument preservation. 

Proprietary Fund Types 

Enterprise Fund Types:  These funds are used to account for operations (a) that are financed and operated 
in a manner similar to private business enterprises where the State’s intent is that the costs of providing goods or 
services to the public be financed or recovered primarily through user charges, or (b) where the State has decided 
that periodic determination of revenues earned, expenses incurred and/or net income is appropriate for capital 
maintenance, public policy, management control, accountability or other purposes.  These types of funds are 
reported in both major (3 funds) and non-major (5 funds) categories as described above. 

Internal Service Funds:  There are twenty-two funds of this non-major type reported by the State.  These 
funds are used to account for the financing of goods and services provided by one State department or agency to 
other State departments, agencies, or other governmental units on a cost-reimbursement basis.  These funds are 
consolidated into one column and are reported in the Proprietary Funds’ financial statements. 

Fiduciary Fund Types 

These funds account for assets held by the State in a trustee capacity or as an agent for individuals, private 
organizations, other governmental units, or other funds.  These funds include Pension Trust Funds (see “PENSION 
PLANS”), Private Purpose Trust Funds, and Agency Funds. The State reports one Private Purpose Trust Fund 
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(Unclaimed Property Fund) that is managed by the State Treasurer and accounts for all abandoned property received 
by the State.  The Agency Funds reports assets and liabilities for deposits and investments entrusted to the State as 
agent for others.  They have no fund balance and report items such as Federal income tax withholding, social 
security tax withholding and State income tax withholding. 

GAAP-Based Fund Results 

The following is selective comparable financial information based on audited financial data for specific 
governmental funds for fiscal years ending June 30, 2006 and 2005 as contained in each fiscal year’s CAFR. 

For fiscal year 2006, the General Fund had a $161.5 million total fund balance as compared to a $163.7 
million total fund balance in fiscal year 2005, a decrease of $2.2 million.  The unreserved undesignated portion of 
this fund balance decreased from $68.6 million in 2005 to $68.3 million in 2006.  This decrease occurred after the 
General Fund Budget Stabilization Reserve balance was increased from $45.8 million in 2005 to $51.8 million in 
2006, the General Assembly’s designated “Reservation for General Fund Surplus” was increased from $19.6 million 
in 2005 to $21.1 million in 2006, and the Agency of Human Services’ “Reservation for Human Services Caseload 
Management” decreased from $18.5 million in 2005 to $8.5 million in 2006.  In summary, the total of the 
unreserved, undesignated portion and the budget stabilization reserve portion of the fund balance increased from 
$114.4 million at the end of fiscal year 2005 to $120.1 million at the end of fiscal year 2006 for a total increase of 
$5.7 million. 

For fiscal year 2006, the Transportation Fund had a total fund balance of $20.8 million, a decrease of $1.4 
million compared to the fiscal year 2005 balance. The unreserved undesignated portion of the 2006 total fund 
balance was $9.8 million, which represents a decrease of $1.4 million compared to fiscal year 2005.  The Budget 
Stabilization Reserve in the Transportation Fund decreased slightly ($54,000) from 2005 to 2006.  In summary, the 
total of the unreserved, undesignated portion and the budget stabilization reserve portion of the fund balance 
decreased from $22.2 million at the end of fiscal year 2005 to $20.8 million at the end of fiscal year 2006 or a total 
decrease of $1.4 million. 

For fiscal year 2006, the Education Fund had a total fund balance of $27.1 million, an increase of $1.1 
million compared to the fiscal year 2005 balance. The unreserved undesignated portion of the 2006 total fund 
balance was $2.8 million, which represents a decrease of $319,000 compared to fiscal year 2005.  However, the 
Budget Stabilization Reserve in the Education Fund increased from $22.9 million in fiscal year 2005 to $24.3 
million in fiscal year 2006.  In summary, the total of the unreserved, undesignated portion and the budget 
stabilization reserve portion of the fund balance increased from $26 million at the end of fiscal year 2005 to $27.1 
million at the end of fiscal year 2006 or a total increase of $1.1 million. 

In summary, as of June 30, 2006, the status of the budget stabilization reserves for the governmental funds 
that have them was as follows: both the General Fund’s and Transportation Fund’s Budget Stabilization Reserves 
were fully funded whereas the Education Fund’s Budget Stabilization Reserve was funded at 90.8% of the 
maximum funding allowed by statute. 

For fiscal year 2006, the first year of its existence, the Global Commitment Fund ended the year with a 
$19.9 million fund balance, virtually all of it unreserved—designated for specific purposes.  This was the result of 
total expenditures of $591.2 million funded by net transfers in of $611.1 million.  The Global Commitment Fund has 
no legislatively mandated budget stabilization reserve. 

For fiscal year 2006, the Federal Revenue Fund reported a total fund balance of $53 million, which was a 
decrease of $207,000 over fiscal year 2005.  The unreserved undesignated portion of this total fund balance 
increased from $40.5 million in 2005 to $41.6 million in 2006, an increase of $1.1 million.  There is no budget 
stabilization reserve in the Federal Revenue Fund. 

State General Fund Revenues 

The principal sources of State General Fund revenues are personal and corporate income taxes, a general 
State sales tax, and a meals and rooms tax.  These four tax sources accounted for 84.5% of the General Fund 
revenue in fiscal year 2006. 

The following is a brief discussion of the principal General Fund revenue sources. 
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Personal Income Tax:  From January 1, 1994 through December 31, 1999, Vermont personal income tax 
was calculated as 25% of a taxpayer’s federal income tax liability.  On January 1, 2000, the Vermont personal 
income tax rate was reduced to 24% of the taxpayer’s federal income tax liability.  For tax years 2001 and 2002, 
Vermont personal income tax liability was redesigned to substantially maintain the State’s revenue base prior to the 
passage of the federal tax cut effective in 2001 and in 2003.  During the 2002 meeting of the Vermont General 
Assembly, the temporary measure of calculating Vermont income tax based on federal taxable income for tax years 
2001 and 2002 was made permanent utilizing the same revenue base maintenance approach devised under the 2001 
to 2002 temporary change.  The personal income tax accounted for $545.7 million or 48.6% of net General Fund 
revenues in fiscal year 2006. 

Sales and Use Tax:  The 2003 Vermont General Assembly increased the general Vermont sales and use tax 
rate from 5% to 6% effective October 1, 2003.  Major exemptions to the State’s general sales and use tax include 
sales of food, medicine, clothing, manufacturing and agricultural supplies and equipment, and fuel and electricity for 
domestic, manufacturing or agricultural use.  Effective September 1, 1997, a telecommunications sales tax of 4.36% 
was implemented to, in part, fund Act 60 (the State’s education finance reform legislation).  The 
telecommunications sales tax rate was increased to the general sales tax rate of 6% effective October 1, 2003.  
Effective July 1, 2004, the statutory structure of these taxes changed from: (1) 100% of the annual receipts of the 
general sales and use tax to the General Fund, and (2) 100% of the gross receipts of the telecommunications tax to 
the Education Fund, to a statutory transfer of one-third of total gross sales and use tax receipts (inclusive of the 
telecommunications tax) from the General Fund to the Education Fund.  Effective January 1, 2007, the State also 
became a participant in the multi-state Streamlined Sales Tax Agreement (SSTA).  The SSTA is a multi-state effort 
to simplify and streamline state sales and use taxes in order to facilitate the collection of such taxes from out-of-state 
vendors such as mail order and internet retailers.  The Douglas Administration and Legislative Joint Fiscal Office 
have completed an initial round of consensus revenue estimates for this initiative.  Based on the conforming changes 
to the State’s sales and use tax statute that were necessary to become a participant in this initiative, it is expected that 
the SSTA will result in additional sales and use tax revenue of $5.1 million, $12.9 million, and $13.6 million for 
fiscal years 2007, 2008, and 2009, respectively.  In fiscal year 2006, the sales and use tax portion of the tax totaled 
$218.2 million or 19.44% of net General Fund receipts. 

Meals and Rooms Tax:  A 9% tax is imposed on taxable meals and the rent of each occupancy.  The meals 
and rooms tax imposed on liquor consumed on the premises is 10%.  Through June 30, 2004, the law required a 
statutory transfer of 20% of gross receipts less the sum of $1.56 million from the General Fund to the Education 
Fund.  Since July 1, 2004, 100% of the gross receipts from this tax will remain in the State’s General Fund.  In fiscal 
year 2006, meals and rooms tax revenues amounted to $112.2 million or 9.99% of revenues available to the General 
Fund. 

Corporate Income Tax:  From January 1, 1997 until January 1, 2006, the net income of corporations is 
taxed at the greater of $250 or the following rates:  first $10,000 – 7.0%; next $15,000 – 8.1%; next $225,000 – 
9.2%; excess over $250,000 – 9.75%.  For tax year 2006 the tax is the greater of $250 or:  first $10,000 – 6%; the 
next $15,000 – 7%; next $225,000 – 8.75%; excess over $250,000 – 8.9%.  Beginning in 2007, the rates are 
unchanged through $25,000 and the rate on the excess over $25,000 will be 8.5%.  For the tax years beginning in 
2002, Vermont made adjustments to its corporate income tax designed to substantially maintain the State’s tax base 
that was in effect prior to the changes in depreciation expenses included in the federal stimulus legislation effective 
in 2001.  Subsequent federal bonus depreciation legislation has not reduced the State’s base because of these 
adjustments.  Beginning with tax year 2006 the income of affiliated corporations operating a unitary business will be 
computed using the combined reporting methodology.  Also beginning with tax year 2006, the three-factor formula 
for apportioning income earned from a multi-state business was modified to weight the percentage of sales in the 
State at 50%, the percentage of property and payroll at 25% each (prior law weighted each factor as one-third).  
Beginning on July 1, 1998, 19% of the gross tax collected on corporate income (including S corporations, 
partnerships, and limited liability companies) was allocated from the General Fund to the Education Fund.  Effective 
July 1, 2004, 100% of the gross receipts from this tax remains in the General Fund.  In fiscal year 2006, receipts 
from the corporate income tax were $72 million or 6.42% of the revenues available to the General Fund. 

Insurance Tax:  Insurance companies are taxed at a rate of 2.0% per annum on the gross amount of 
premiums and assessments written in the State, exclusive of premiums for reinsurance.  Additionally, captive 
insurance companies are taxed based on the volume of premiums written.  The rate schedule for captive insurance 
rate was reduced in 2003 to a range from .0038 to .00072 (from previous rates of .004 to .00075) in order to 
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reinforce the State as a preferred domicile for Captive Insurers in an increasingly competitive industry climate.  In 
fiscal year 2006, insurance taxes accounted for $52.6 million or 4.69% of net General Fund revenues. 

Telephone Receipts and Property Tax:  In addition to the general corporate income tax, a tax of 2.37% is 
levied on net book value of personal property in the State of persons or corporations owning or operating a 
telephone line or business within the State.  For businesses with less than $50,000,000 in annual gross operating 
receipts in the State in the preceding taxable year, taxpayers may elect to pay the gross receipts tax of 5.25% in lieu 
of the income and property tax.  Effective June 7, 2004, no new elections to pay the gross receipts tax may be made.  
In fiscal year 2006, telephone receipts and property taxes generated $10.4 million or 0.93% of net General Fund 
revenues. 

Real Property Transfer Tax:  A tax is imposed upon the transfer by deed of title to property located within 
the State.  The rate is 0.5% on the first $100,000 of a purchaser’s principal residence and 1.25% on the amount over 
$100,000.  For a non-principal residence, the rate on the entire amount is 1.25%.  Beginning in fiscal year 2000, 
33% of the receipts from the property transfer tax are retained by the General Fund, and the remainder deposited 
directly into the Housing and Conservation Trust Fund and the Municipal and Regional Planning Fund.  In recent 
years, the General Assembly has often modified this formula to the benefit of the General Fund.  In fiscal year 2006, 
receipts from the transfer tax totaled $43.8 million.  After statutory transfers, net receipts totaling $22.3 million or 
1.98% of revenues available were retained by the General Fund. 

Liquor Tax:  A tax of 25% of gross revenues is assessed upon the sale of spirituous liquor.  In fiscal year 
2006, liquor taxes generated $13.2 million or 1.18% of net General Fund revenues. 

Beverage Tax:  Beverage taxes are levied on bottlers and wholesalers of malt and vinous beverages at the 
rates of $0.265 and $0.55 per gallon, respectively.  Vinous beverages are also subject to the general State sales tax.  
Beverage taxes accounted for $5.5 million or 0.49% of net General Fund revenues in fiscal year 2006. 

Estate Tax:  Transfers of estates are taxed in an amount equal to the federal credit for State death taxes as 
computed from the Internal Revenue Code in effect on January 1, 2001.  The estate tax accounted for $26.2 million 
or 2.33% of net General Fund revenues in fiscal year 2006. 

Electric Energy Tax:  The tax on electric generating plants of 200,000 kilowatts or more constructed in the 
State after July 1, 1965 was restructured for periods beginning in 2004.  Until January 1, 2004 plants were assessed a 
tax of 3.5% of the value thereof less an adjustment for local taxes as appraised by the Commissioner of Taxes.  
Effective January 1, 2004 the tax is assessed on generation according to a rate schedule ranging from a $2.0 million 
minimum to $2.6 million plus $.40 per megawatt hour in excess of 4,200,000.  The tax raised $2.6 million or 0.23% 
of net General Fund revenues in fiscal year 2006. 

Bank Franchise Tax:  The State levies a bank franchise tax based on average monthly deposits.  The tax 
rate on such deposits was increased from .004% to .0096% pursuant to Act 60 Property Tax Reform legislation.  
Beginning on July 1, 1998 and through June 30, 2004, 58.3% of total collections in this tax source are allocated to 
the Education Fund.  As of July 1, 2004, 100% of gross receipts from this tax has been dedicated to the General 
Fund.  The bank franchise tax revenues were $10.7 million, which represented 0.96% of revenues available to the 
General Fund in fiscal year 2006. 

Other Taxes-Fees:  In addition to the taxes discussed above, the State levies taxes and other minor fees that 
are credited to the General Fund.  Current law includes the dedication of 100% of the revenues raised from increased 
brokerage fees as passed under Act 60 to the Education Fund through June 30, 2004.  Effective July 1, 2004, 100% 
of the revenues raised by those increased brokerage fees has been dedicated to the General Fund.  Net revenues in 
this category were $30.9 million or 2.75% of revenues available to the General Fund in fiscal year 2006. 

State Transportation Fund Revenues 

The following is a brief discussion of the major sources of Transportation Fund revenues and the amount 
derived from each source in fiscal year 2006. 

Purchase and Use Tax:  A purchase and use tax that is equivalent to the sales tax rate is assessed on the 
“taxable cost” (purchase price or value, less allowance for resale value of buyer’s used vehicle) upon first 
registration of the motor vehicle.  Effective August 1, 1997, the purchase and use tax was increased from 5% to 6% 
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pursuant to Act 60 property tax reform legislation.  Beginning on July 1, 1998, 16.7% of total collections in this tax 
source began to be deposited directly into the Education Fund.  Effective July 1, 2000, the $750 ceiling on trucks 
over 6,100 lbs., agricultural vehicles, school buses, trailers, and motorcycles was increased to $1,100.  As of July 1, 
2004, one-third of gross receipts collected under this tax is deposited directly into the Education Fund pursuant to 
Act 68 of the Acts of 2003.  During the 2006 session, the Vermont General Assembly changed the statutory cap on 
taxes paid to $1,680 effective July 1, 2007.  After the statutory transfer of receipts to the Education Fund, revenues 
totaling $54 million representing 14.88% of net revenues available to the Transportation Fund were received in 
fiscal year 2006. 

Motor Vehicle Fees:  A registration fee is collected on all motor vehicles and trailers with the amount 
determined by the type, size, weight, and function of the vehicle.  Driver’s license fees are also included in this 
category as well as miscellaneous registration and license fees.  During the 2006 session, the Vermont General 
Assembly passed legislation that generally increased all motor vehicle fees effective July 1, 2007.  In fiscal year 
2006, motor vehicle fees accounted for $60.8 million, representing 16.75% of net revenues and fees available to the 
Transportation Fund. 

Motor and Diesel Fuel Taxes:  Effective August 1, 1997, pursuant to Act 60 property tax reform legislation, 
gasoline distributors are taxed at a rate of 19 cents (plus one cent per gallon petroleum licensing fee) per gallon sold, 
a 4 cent per gallon increase above the previous rate.  Beginning on July 1, 1999 and through June 30, 2004, 16.0% 
of total gasoline tax collections were allocated to the Education Fund.  Effective July 1, 2004, 100% of the tax 
collected from gasoline distributors is dedicated to the Transportation Fund pursuant to Act 68 of the Acts of 2003.  
In fiscal year 2006, the motor fuel tax accounted for $64.6 million or 17.8% of net revenues available to the 
Transportation Fund.  

Since 2000, diesel tax has been imposed at the distributor level at 25 cents per gallon.  Diesel fuel is also 
subject to the one-cent petroleum-licensing fee.  In fiscal year 2006, the diesel fuel tax accounted for $13.3 million 
or 3.67% of net revenues available to the Transportation Fund. 

Other Taxes-Fees:  These categories include all remaining sources of revenue for the Transportation Fund 
except Federal receipts.  Some of the items are registration fees on off-road vehicles, a tax on aviation fuel, title fees, 
overweight permit fees, air and rail revenue and revenue from fines and penalties.  During the 2006 session, the 
Vermont General Assembly passed legislation that changed the level of several fees in this category effective July 1, 
2007.  In fiscal year 2006, these other sources of revenues accounted for $20.59 million or 5.67% of net revenues 
available to the Transportation Fund. 

Education Fund; Act 60 and Act 68 – Property Tax Reform 

In 1997 Vermont passed comprehensive legislation aimed at responding to a Vermont Supreme Court 
decision holding its system of funding education unconstitutional.  The resulting law, known as Act 60, mandated 
substantial change to both the focus and funding of K-12 education.  The focus of the system is on academic 
outcomes for children incorporating standards based on performance and assessment.  The State has made several 
major changes to its funding model for primary and secondary public education over the past six years. 

Prior to Act 60, each school district funded educational expenditures within that district and established and 
collected school taxes from the population of the district.  The State gave aid through a foundation formula to help 
those towns that could not raise sufficient revenues.  The funding approach enacted in Act 60 provided for a block 
grant from the State to each school district on a per student basis commencing in fiscal year 1999.  The law provided 
for the amount of the grant to grow based on the inflation index each year.  The block grant was funded through a 
uniform statewide property tax (described below) as well as with significant State appropriations.  Additionally, the 
State shares with the local school districts in the costs of certain programs, such as special education and 
transportation, through categorical grants for such purposes. Individual school districts could raise additional funds 
above those provided by the State through “local share” taxes levied at the local level.  However, school districts 
that voted to spend more than the block grant and imposed a higher tax must share the increased revenues with all 
other districts.  In this way, school districts with relatively strong property values per pupil share resources with less 
wealthy districts. 

Prior to the enactment of Act 60, school tax rates were determined by each school district and ranged from 
as little as $.125 per $100 of listed property value in one school district to over $3.00 per $100 in another, adjusted 
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for inequities in town grand lists of property values.  Act 60 created a statewide school tax at a uniform rate of $1.10 
per $100 that was implemented over a three-year transitional period that began in fiscal year 1999.  In addition to 
creating the statewide tax rate to specifically support education, Act 60 increased several broad based taxes and 
committed the increases to the Education Fund.  In addition, all lottery receipts were dedicated to the Education 
Fund. 

Act 60 eliminated the school tax on machinery and equipment.  Combined with the tax rate reductions 
accomplished in many communities, this saved businesses in Vermont an estimated $28 million (1997 dollars). 

In addition to the business property tax relief provided to industrial and commercial owners, Act 60 
provided that any household with income of less than $75,000 does not pay more than 2% of that income for the 
statewide school taxes.  In addition, the local school tax is based on a percentage of the statewide tax so residents 
receive help with the state and local school tax based on their income.  If a household’s income is over $75,000, the 
taxes on the first $160,000 of Homestead value are used in the calculation.  In 1998, the “income sensitivity” benefit 
was paid through a one-time “prebate” at the beginning of the school year.  The General Assembly has since 
changed the program to allow prebate payments to taxpayers 30 days prior to their taxes being due locally.  With 62 
separate first payment due dates, the State is able to spread the prebate payments out over more time to better 
manage cash flow.  Taxpayers may be eligible for additional benefits if their income is under $47,000 and the total 
tax (municipal and school) after prebate exceeds between 3.5% and 5.0% of their income based on a sliding scale. 

The Statewide property tax is billed and collected at the local level.  A netting process is followed, with the 
State paying any net amounts due the towns in three payments while the towns pay net amounts due the State in two 
equal payments. 

As part of the transition to the school funding methodology under Act 60, the State guaranteed the yield of 
local share taxes for fiscal years 2000 and 2001, assuring participating communities of a certain level of resources 
for spending above the block grant amount regardless of the pool of communities that spend above the block grant 
amount. Since fiscal year 2001, the State has committed available resources from within the Education Fund to 
subsidize the yield of local share taxes without any guarantee.  The design of the pool insulates the State to a 
substantial degree.  Communities that spent above the block grant amount were the participants in the pool and are 
responsible for raising those monies.  The yield mechanism was designed to have a dampening effect on spending.  
If a property wealthy community spent less, they contributed less to the pool and the yield went down for all 
communities.  If a property poor town spent more without some corresponding increase in wealthier towns, the yield 
also went down.  As towns reduced the yield they would have to increase their own local share tax rate to maintain 
the same spending level. 

In 2003 the Legislature passed Act 68, which modified the statewide property tax by eliminating the 
sharing pool and classifying property as either homestead or nonresidential and taxing those classes differently.  
Homestead property is currently assessed at the rate of $1.10 per $100 of assessed value multiplied by the district 
spending adjustment while all other property is currently assessed at $1.59 per $100 and is not subject to the district 
spending adjustment.  These rates may be adjusted annually based upon the Education Fund balance.  For fiscal year 
2007, the Administration recommended and the General Assembly concurred that the homestead and non-residential 
rates be reduced to $0.95 and $1.44, respectively. 

In 2006, the Legislature passed Act 185, which significantly alters the way property tax adjustments are 
paid.  It combines the former rebate and prebate payments into one adjustment amount.  That amount will be paid to 
the municipality in which the house site is located on or around July 1, 2007 and will be displayed as a credit toward 
the property tax due on the taxpayer’s 2007–08 property tax bill. 

In addition to the bifurcated taxes in the General Fund and Transportation Fund mentioned above, and the 
property taxes discussed in this section, revenues from the State lotteries under Chapter 14 of Title 31 are also 
dedicated to the Education Fund as is 1/3 of the State’s sales and use tax and motor vehicle purchase and use tax 
effective July 1, 2004 pursuant to Act 68 referenced above.  In addition, the State allocates 39% of Medicaid 
reimbursement revenues for qualified medical services provided to students in grades K-12 to the Education Fund 
consistent with Title 16 VSA, Section 2959a and recent changes in federal law governing those reimbursements.  
The statewide education tax contributed $813.6 million or 85.49% of total Education Fund revenues.  Sales and use 
tax receipts for fiscal year 2006 totaled $109.1 million, or 11.47% of total Education Fund revenues.  Purchase and 
use tax receipts for fiscal 2006 were $27 million, corresponding to 2.84% of total Education Fund revenues.  The 
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Education Fund also has earned minimal amounts interest income over the years.  In fiscal year 2006, the State 
lottery transferred $23 million to the Education Fund. 

Federal Receipts 

In fiscal year 2006, the State received approximately $1.2 billion in total from the federal government, an 
increase of $45.9 million or 4% over fiscal year 2005.  This amount represented reimbursement to the State for 
expenditures for various health, welfare, educational, and highway programs, and distributions of various restricted 
or categorical grants-in-aid.  The fiscal year 2007 Appropriations Act, as passed, anticipates $1,310.7 million in 
federal receipts. 

Federal grants normally are restricted as to use depending on the particular program being funded, and 
normally require matching resources by the State.  The largest categories of federal grants and reimbursements in 
fiscal year 2006 were made in the areas of Human Services, $823.9 million; Transportation, $149.6 million; 
Education, $111.7 million; Employment and Training, $19.4 million and Public Safety, $44.1 million. 

Tobacco Litigation Settlement Fund 

According to the Master Settlement Agreement with tobacco companies, Vermont’s expected and actual 
receipts of settlement funds are as follows (in millions): 

 Master Settlement  Expected1 Actual 
Fiscal year 2001 $28.47 $28.47 $24.68 
Fiscal year 2002 34.18 34.18 31.14 
Fiscal year 2003 34.51 34.51 30.63 
Fiscal year 2004 28.80 28.80 25.82 
Fiscal year 2005 28.80 26.10 26.20 
Fiscal year 2006 28.80 24.50 24.06 
Fiscal year 2007 28.80 22.60 * 

____________ 
1 Determined during third quarter of each fiscal year. 
* Not available. 
 

Pursuant to the Agreement, the expected settlement amounts were adjusted for inflation and the effect of 
any decreases in the sale of tobacco products to the base year. 

In fiscal year 2000, the Vermont Legislature established a special Tobacco Litigation Settlement Fund to be 
administered by the State Treasurer.  Payments under the Agreement are deposited into the Tobacco Litigation 
Settlement Fund.  The State of Vermont targets these revenues specifically for tobacco enforcement, prevention and 
education programs, substance abuse and youth protection programs in the Agency of Human Services.  These funds 
are also used to support Medicaid spending but are not used as a supplemental revenue source to fund other core 
governmental operations.  Any unexpended receipts at the end of each fiscal year are earmarked for the separately 
established Tobacco Investment Trust Fund, a trust established to eventually endow the education and prevention 
programs.  The balance in the Tobacco Investment Trust Fund at the end of fiscal year 2006 was $30.2 million.  

RECENT GENERAL FUND, TRANSPORTATION FUND 
AND EDUCATION FUND OPERATING RESULTS 

The following information presented under the above heading is presented on a budgetary (or cash) basis. 

Fiscal Year 2003 

With strong revenue results in the final fiscal quarter, the State finished fiscal year 2003 with a total of 
$882.1 million in General Fund revenues.  With total appropriations of $888.0 million (including $2.0 million in 
one-time expenditures), the resulting operating deficit for 2003 was $5.9 million.  Base appropriations represented a 
1.3% increase over the previous year while total General Fund revenues grew at 3.6%.  The General Fund operating 
deficit of $5.9 million was offset by transfers from the Transportation Fund ($6.5 million), Tobacco Settlement Fund 
($9.2 million) and other ($0.2 million).  As a result, a net transfer of $9.9 million was made to the General Fund 
Budget Stabilization Reserve increasing its balance to $23.6 million or 54% of the statutory maximum target. 
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Fiscal year 2003 Transportation Fund revenues totaled $214.0 million.  With previous year balances and 
transfers, the total available for fiscal year 2003 was $219.6 million.  Appropriations totaled $210.8 million and the 
Transportation Fund had an operating surplus of $8.9 million.  With the addition of $0.7 million drawn from the 
Transportation Fund Stabilization Reserve, such operating surplus was transferred as follows:  $6.5 million to the 
General Fund and $3.2 million among three other funds.  The balance of the Transportation Fund Stabilization 
Reserve at the end of fiscal year 2003 was $9.2 million or 92% of the statutory maximum target. 

The Education Fund experienced a $3.4 million operating deficit for fiscal year 2003 and ended the year 
with no undesignated surplus balance, and an Education Fund Budget Stabilization Reserve of $11.1 million or 51% 
of the statutory maximum target. 

Fiscal Year 2004 

With strong revenue results in the final four months, the State finished fiscal year 2004 with a total of 
$972.4 million in General Fund revenue.  With total appropriations of $915.4 million, the resulting operating surplus 
for fiscal year 2004 was $57.0 million.   

State revenues were greatly influenced by unexpected receipts from the Federal government.  As part of the 
2003 Federal Tax Cut and Economic Stimulus package, the State received $50 million in one-time Federal aid plus 
$32.9 million in enhanced Medicaid support (to Vermont’s Health Access Trust Fund).  This assistance to the 
State’s General Fund enabled Vermont to bolster various reserve accounts, make one-time expenditures for 
investments in computer upgrades, tourism marketing, public safety, and corrections. 

The General Fund operating surplus of $57.0 million was reduced by transfers to various Internal Service 
Funds ($10.0 million), the Transportation Fund ($4.5 million), the Teachers’ Retirement Fund ($4.0 million), the 
Human Services Caseload Reserve ($3.0 million), the Health Access Trust Fund ($2.0 million), and other funds 
($2.6 million).  As a result, a net transfer of $20.9 million was made to the General Fund Budget Stabilization 
Reserve bringing it to statutory maximum target of $44.5 million.  In addition, $15.6 million was dedicated to the 
General Fund Surplus Reserve to carry forward to fiscal year 2005. 

Fiscal year 2004 Transportation Fund revenues totaled $214.6 million.  With previous year balances and 
transfers, the total available for fiscal year 2004 was $224.12 million.  Appropriations totaled $222.24 million and 
the Transportation Fund had an operating surplus of $1.9 million.  Allocation of the operating surplus included a 
$0.5 million transfer to various designations and a transfer of $1.4 million to the Transportation Budget Stabilization 
Reserve. The balance of the Transportation Fund Stabilization Reserve at the end of fiscal year 2004 was $10.5 
million, which is the maximum statutory target. 

The Education Fund experienced a $28.4 million operating surplus for fiscal year 2004.  Allocations of the 
operating surplus included designation of $1.8 million for fiscal year 2005 use and a transfer of $11.7 million to the 
Education Fund Budget Stabilization Reserve. The Education Fund ended fiscal year 2004 with an undesignated 
surplus balance of $14.9 million, and an Education Fund Budget Stabilization Reserve of $22.8 million, which is the 
maximum statutory target. 

Fiscal Year 2005 

The State ended fiscal year 2005 with General Fund revenues of $1,035.33 million.  The General Fund 
experienced an 8.9% increase over the previous year results.  Strong performances in personal income tax, corporate 
income tax and net sales and use tax contributed to a 5.52% increase over the previous forecast made earlier in fiscal 
year 2005.  It is important to note that the majority of the increase came from two key sources; personal income tax 
and corporate income tax.   

The General Fund operating surplus of $54.049 million was reduced by transfers to the Health Access Trust 
Fund ($21.096 million), the State Teachers’ Retirement Fund ($4.0 million), the Department of Education for school 
construction ($2.043 million), the Vermont State Hospital ($1.3 million), the Transportation Fund ($4.8 million) and 
other funds ($1.17).  As a result, $19.64 million remained as a General Fund Surplus Reserve for use in fiscal year 
2006. 
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Fiscal Year 2006 

The State ended fiscal year 2006 with General Fund revenues of $1,111.91 million.  The year-over-year 
growth was 7.4%.  Compared to target, the year end revenues were 3.9% above the January revenue forecast of 
$1,070.4 million and 5.0% above the previous July forecast of $1,059.0 million.  Both personal income and 
corporate income tax receipts were unexpectedly strong resulting in the majority of the increase.  The meals and 
rooms tax was the most significant under-performing revenue component due to a mild winter, an extremely wet 
spring, and high gasoline prices, which negatively impacted tourism related income. 

The Transportation Fund revenues were budgeted at $222.79 million.  On July 14, 2005, the Emergency 
Board agreed to reduce the fiscal year 2006 Transportation Fund revenue forecast to $217.3 million.  On January 11, 
2006, the Emergency Board agreed to reduce the fiscal year 2006 Transportation Fund revenue forecast again to 
$215.6 million, a downward revision of $1.7 million (or 0.8%).  Actual revenues for the fiscal year ending June 30, 
2006 were $209.9 million.  The operating shortfall for fiscal year 2006 of $5.7 million was covered by reverting 
available appropriations at year end.  None of the reversions were a result of project cuts or deliberate delays.  The 
Transportation Fund ended the fiscal year with a Budget Stabilization Reserve of $11.04 million, the maximum 
allowed by statute.   

The Education Fund Revenues were budgeted at $137.8 million for fiscal year 2006.  On July 14, 2005, the 
Emergency Board agreed to increase the fiscal year 2006 revenue forecast to $156.4 million.  The January 11, 2006 
revenue forecast downgraded the Education Fund Revenues by $0.9 million, or 0.6% of the July 5, 2005 consensus 
forecast, to $155.5 million.  In fiscal year 2006, the Education Fund experienced strong revenue growth in all 
funding components: lottery, sales and use tax, motor vehicle purchase and use tax and net interest.  The increase in 
housing prices continues again this year and drives the increase in sales and use tax.  The Education Fund ended the 
fiscal year with $24.32 million in the Budget Stabilization Reserve, 90.8% of the statutory maximum. 

Fiscal Year 2007 General, Transportation and Education Funds to Date 

The State, by statute, establishes a consensus revenue forecast each July and the following January.  On 
January 11, 2006, current law General Fund revenues in fiscal year 2007 were projected to be $1,092.6 million and 
on May 31, 2006, the General Assembly passed a fiscal year 2007 budget consistent with this revenue forecast.  On 
July 18, 2006, the Emergency Board met to consider the forecast and agreed to a General Fund revenue forecast of 
$1,122.7 million for fiscal year 2007, which represented an increase over the estimates made when the budget was 
being prepared earlier in 2006.  The increases in the estimates in July 2006 reflect an improved Vermont economy 
and steady revenue growth since the spring of 2003, albeit slower growth in fiscal year 2006 and fiscal year 2007.  
The budget as passed in Act 215 for fiscal year 2007 may be found at 
http://www.leg.state.vt.us/docs/legdoc.cfm?URL=/docs/2006/acts/ACT215.htm. 

Through December 2006 the General Fund experienced a 0.9% year-over-year revenue increase and a 0.1% 
increase over current year revenue estimates ($526.4 million vs. $525.9 million).  This total represents stable 
revenue receipts in the General Fund during the first six months of fiscal year 2007.  While the State had an 
underperformance in the Personal Income Tax of 1.5% ($259.3 million vs. $263.1 million) it was up 0.1% on the 
sales and use tax ($110.5 million vs. $110.4 million), up 1.8% on the meals and rooms tax ($59.7 million vs. $58.6 
million) and up 13.2% on the corporate income tax ($27.0 million vs. $23.8 million).  On January 16, 2007 the 
Emergency Board met to consider the forecast and agreed to increase the fiscal year 2007 General Fund revenue 
forecast to $1,124.1 million, up $1.4 million or 0.1% from the July 18, 2006 forecast.  This increase includes the 
Streamlined Sales Tax Agreement revenues beginning on January 1, 2007. 

 
The Transportation Fund revenues were budgeted for $221.7 million for fiscal year 2007.  On January 11, 

2006, the Emergency Board agreed to a Transportation Fund revenue forecast of $219.9 million for fiscal year 2007.  
On July 18, 2006, the Emergency Board agreed to a fiscal year 2007 revenue forecast of $223.4 million.  Through 
December 31, 2006, the Transportation Fund was down 1.26% or $1.4 million against a December target of $108.43 
million.  On January 16, 2007, the Emergency Board agreed to a revised fiscal year 2007 revenue estimate of $223.0 
million, a $0.4 million or 0.2% downgrade. 

 
The Education Fund revenues were originally budgeted at $162.4 million for fiscal year 2007.  On January 

11, 2006, the Emergency Board agreed to a $162.2 million revenue forecast.  This forecast reflected a $0.2 million 
downgrade or a 0.1% downgrade of the July 15, 2005 revenue forecast.  On July 18, 2006 the Emergency Board 
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agreed to a $160.9 million revenue forecast for fiscal year 2007.  Through December 31, 2006, fiscal year 2007 
Education Fund revenues were 0.14% or $0.1 million short of target.  On January 16, 2007 the Emergency Board 
agreed to a slight upward revision of the fiscal year 2007 revenue estimate to $161.0 million. 

The following three tables set forth fiscal year 2007 revenue collections through December 31, 2006 as 
compared to the July 18, 2006 revenue estimates for the General Fund, Transportation Fund and Education Fund.  
The revenue estimates do not reflect the latest revenue estimates dated January 16, 2007. 

Fiscal Year 2007 General Fund Results to Date 

July 1, 2006 – December 31, 2006 
(Un-audited) 

 Revenue Estimate1 Revenue Collections 
Personal Income Tax $263,132,500 $259,266,800 
Sales and Use Tax 110,415,600 110,511,100 
Corporate Income Tax 23,846,000 26,999,300 
Meals and Rooms Tax 58,631,100 59,661,300 
Property Transfer 6,801,000 6,875,900 
Other Revenues 63,080,700 63,039,200 

 
Total $525,906,900 $526,353,600 

___________________________________ 

1 Official Revenue Estimates as of July 18, 2006. 
 
Fiscal Year 2007 Transportation Fund Results to Date 

July 1, 2006 – December 31, 2006 
(Un-audited) 

 Revenue Estimate1 Revenue Collections 
Gasoline Tax $  33,408,800 $  32,382,500 
Diesel Tax 9,280,900 9,306,200 
Purchase and Use Tax 26,641,500 26,313,300 
Motor Vehicle Fees 30,091,300 30,119,700 
Other Revenues 9,004,900 8,937,500 

Total $108,427,400 $107,059,200 
   

___________________________ 

1 Official Revenue Estimates as of July 18, 2006. 
 
Fiscal Year 2007 Education Fund Results to Date* 

July 1, 2006 –December 31, 2006 
(Un-audited) 

 Revenue Estimate1 Revenue Collections 
Sales and Use Tax $55,207,800 $55,254,700 
Lottery 9,649,600 10,148,100 
Motor Vehicle Purchase & Use Tax 13,320,800 13,156,600 
Other Revenues (181,700) (669,300) 

Total $77,996,500 $77,890,100 
______________________________ 

* Excluding property taxes, which are collected at the local level with net payments to or from the State. 
1 Official Revenue Estimates as of July 18, 2006. 
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Fiscal Year 2008 General Fund and Transportation Fund Budget Proposal 

In accordance with State law, the Governor has submitted a fiscal year 2008 balanced budget proposal to 
the Vermont General Assembly for consideration.  The budget proposal includes recommendations for $1.17 billion 
in General Fund spending and $236.8 million in Transportation Fund spending.  This budgetary proposal represents 
a 3.16% increase in General Fund spending and a 2.6% increase in Transportation Fund spending over the fiscal 
year 2007 appropriated amounts and is within the consensus revenue forecasts for fiscal year 2008.  The Governor’s 
proposal projects total General Fund reserve balances decreasing from a projected $89.4 million for fiscal year 2007 
to approximately $72.7 million for fiscal year 2008 due to the projected use of General Fund surplus reserves.  (The 
balances in the General Fund Budget Stabilization Reserve and Human Services Caseload Reserve are projected to 
remain at or above the projected fiscal year 2007 levels.)  The Governor’s proposal also projects no Medicaid deficit 
for fiscal years 2007 or 2008 (contrary to previous projections of substantial deficits), but also currently projects 
future Medicaid deficits ranging from $38.1 million in fiscal year 2009 to $150.8 million in fiscal year 2011.   These 
deficit projections are preliminary and subject to change.  The Governor’s fiscal year 2008 budget proposals are now 
under consideration by the General Assembly. 

Budget Stabilization Reserves 

The 1987 the General Assembly initially established the General Fund Budget Stabilization Reserve to 
“reduce the effects of annual variations in State revenues upon the budget of the State by retaining surpluses in 
General Fund revenues.”  Under current law, Budget Stabilization Reserves have been established within the 
General Fund, the Transportation Fund, and the Education Fund. 

Act No. 61 of the 1997 Legislative session amended both the General Fund and Transportation Fund 
budget stabilization laws by stipulating that the respective reserves shall consist of 5% of the prior year budgetary 
appropriations and further stipulated that in any fiscal year if the General Fund or Transportation Fund is found to 
have an undesignated fund deficit as determined by generally accepted accounting principles, the applicable Budget 
Stabilization Reserve shall be used to the extent necessary to offset that deficit.  This was done to reflect the State’s 
change to reporting its financial condition in accordance with generally accepted accounting principles. 

The General Fund Budget Stabilization Reserve ended fiscal year 2003 just over half funded at $23.6 
million, helped by strong fourth quarter fiscal year 2003 revenues (which were $10.4 million ahead of the then 
current revenue estimate) and the transfer of $4.3 million from the prior year unallocated reserve.  On June 30, 2003, 
the Human Services Caseload Reserve totaled $17.2 million.  The Transportation Fund Budget Stabilization Reserve 
ended the year nearly fully funded at $9.2 million.  The Education Fund Budget Stabilization Reserve ended fiscal 
year 2003 just over half funded at $11.0 million.  The Education Fund Budget Stabilization Reserve is statutorily 
required to be between 3.5 and 5.0 percent of education spending (excluding the General Fund transfer, which is 
already considered in the General Fund Stabilization Reserve).  In fiscal year 2003, the reserve dipped to 2.6 
percent, and this, in conjunction with a new education financing system prompted an additional General Fund 
transfer to the Education Fund in 2004.  As a result of this transfer and higher than expected property values, the 
Education Fund Budget Stabilization Reserve ended fiscal year 2004 fully funded at the statutory maximum. 

The General Fund Budget Stabilization Reserve ended fiscal year 2004 fully funded at $44.5 million with 
an additional $15.6 in General Fund Surplus Reserve.  On June 30, 2004, the Human Services Caseload Reserve 
totaled $18.5 million, a $1.8 million increase over the fiscal year 2003 balance.  The Transportation Fund Budget 
Stabilization Reserve ended the year fully funded at $10.5 million.  The Education Fund Budget Stabilization 
Reserve ended fiscal year 2004 fully funded at $22.8 million. The General Fund and Transportation Fund Budget 
Stabilization Reserves are statutorily capped at 5% of prior year appropriations while the Education Fund Budget 
Stabilization Reserve is statutorily required to be between 3.5 and 5.0 percent of prior year education spending 
(excluding the General Fund transfer, which is already considered in the General Fund Stabilization Reserve). 

As of June 30, 2005, the General Fund Budget Stablization Reserve was $45.77 million with an additional 
$19.64 million in General Fund Surplus Reserve.  On June 30, 2005 the Human Services Caseload Reserve totaled 
$18.54 million.  The Transportation Fund Budget Stabilization Reserve as of June 30, 2005 was $11.10 million.  The 
Education Fund Budget Stabilization Reserve was $22.90 million as of June 30, 2005.  For fiscal year 2005, the 
State fully funded the Budget Stabilization Reserves for the General Fund, Transportation Fund and Education Fund 
at their respective maximum statutory levels on June 30, 2005. 
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As of June 30, 2006, the General Fund Budget Stabilization Reserve was $51.81 million with an additional 
$21.14 million in the General Fund Surplus Reserve.  On June 30, 2006, the Human Services Caseload Reserve 
totaled $8.45 million.  The Transportation Fund Budget Stabilization Reserve as of June 30, 2006 was $11.04 
million.  The Education Fund Budget Stabilization Reserve was $24.32  million as of June 30, 2006.  For Fiscal year 
2006, the State fully funded the Budget Stabilization Reserves for the General Fund and Transportation Fund.  The 
Education Fund Budget Stabilization Reserve at June 30, 2006 was 129.7% of the minimum and 90.8% of the 
maximum amounts allowed by State statute. 

Financial Summaries 

Following are summaries, presented on budgetary (or cash) based operating statements, of actual operating 
results for fiscal years 2003 through 2006, and as passed for fiscal year 2007 for the General Fund, the 
Transportation Fund, and the Education Fund—the primary operating funds of the State. 
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General Fund Operating Statement1 
Budgetary Based 

Fiscal Years 2003 – 2007 
($ in Millions) 

 Actual  Actual  Actual  Actual  As passed 
 FY2003  FY2004  FY2005  FY2006  FY20072 
Sources          

Current Law Revenues $863.21  $921.65  $1,035.33  $1,111.91   $1,122.70 
Implement 2003 H.480 (Act 68) Sales Tax 0.00  28.90  0.00  0.00  0.00 
Direct Applications & Reversions 16.23  15.96  18.61  14.79   17.13 
Additional Property Transfer Tax 2.66  5.88  13.77  10.33   8.48 
Liquidate Debt Service/Bond Prem. Reserve3 0.00  0.00  0.00  0.10  0.00 

    Current Year Sources 882.10  972.39  1,067.71  1,137.13   1,148.31 
For Appropriations Prior Year Surplus Reserve 0.00  0.00  15.63  19.64  21.14 

Total Sources 882.10  972.39  1,083.34  1,156.77   1,169.45 
          

Uses          
Base appropriations 881.82  907.17  984.71  1,052.17   1,111.87 
Pay Act 5.89  0.52  5.74  7.43   3.80 
Contingent Base Appropriations 0.00  0.00  0.00  0.00  5.00 
One-time Appropriations 2.01  26.21  35.54  16.27   0.00 
Additional GF to Ed Fund - Act 68 2003 0.00  28.90  0.00  0.00  0.00 
One-time Appropriations P/Y Surplus Reserve 0.00  0.00  0.00  11.78  14.76 
Contingent One-time Appropriations from Same Year

        Surplus 
0.00  8.41  12.22  24.72 

 
0.00 

Other Bills 0.00  0.00  0.00  1.06  0.00 
Human Services Caseload Reserve (1.76)  1.70  0.00  0.00  0.00 
Enhanced Federal Financial Participation 0.00  (7.50)  0.00  0.00  0.00 
Federal Flexible Funding Replacement 0.00  (50.00)  0.00  0.00  0.00 

Total Uses 887.96  915.41  1,038.21  1,113.43   1,135.43 
          

Operating Surplus (deficit) (5.86)  56.98  45.13       43.34   34.02 
          

Transfers of Surplus (to) / from Other Funds          
Transportation Fund 6.45  (4.47)  (4.77)  (10.02)  0.00 
Tobacco Settlement 9.20  0.00  0.00  0.00  0.00 
General Bond Fund 0.16  (1.71)  1.71  (0.70)   0.00 
Internal Service Funds 0.00  (10.01)  (3.72)  (2.00)  0.00 
Health Access Trust Fund 0.00  (2.00)  (14.29)  0.00  0.00 
Other Funds 0.00  (0.93)  (3.14)  (13.53)  (5.00) 
Human Service Caseload Reserve 0.00  0.00  0.00  12.30  0.00 

Total Transfers (to) / from Other Funds 15.81  (19.12)  (24.21)  (13.95)  (5.00) 
          

Transfers of Surplus (to)/from Reserves          
Budget Stabilization Reserve (15.10)  (20.93)  (1.28)  (6.04)  (2.67) 
Human Services Caseload Reserve 0.81  (1.30)  0.00  (2.21)  (5.93) 
Reserved for transfer to Education Fund 0.00  0.00  0.00  0.00  0.00 
Reserved for transfer to Debt Service3 0.00  0.00  0.00  0.00  0.00 
Reserved in GF Surplus Reserve 4.34  (15.63)  (19.64)  (21.14)  (20.42) 

Total Reserved in the GF (9.95)  (37.86)  (20.92)  (29.39)  (29.02) 
          

Total Transfer of Surplus 5.86  (56.98)  (45.13)  (43.34)  (34.02) 
          

Unallocated Operating Surplus 0.00  0.00  0.00  0.00   0.00 
          

GF Reserves (cumulative)          
Budget Stabilization Reserve 23.56  44.49  45.77  51.81   54.58 
Human Services Caseload Reserve 17.24  18.54  18.54  8.45   14.38 
Reserved for Bond Premium/Debt Service3 0.00  0.00  0.00  0.70   0.00 
Reserved in GF Surplus Reserve 0.00  15.63  19.64  21.14  20.42 

Total GF Reserve Balances $40.80  $78.66  $83.95  $82.10   $89.38 
      
1 Results may not add due to rounding. 
2 A supplementary appropriation bill to increase fiscal year 2007 General Fund spending by approximately $16.8 million has been 

submitted to the General Assembly and is expected to be enacted. 
3 Per 32 V.S.A. 954 (a), bond premium received from issuance of debt is to be used as part of the first interest or principal payment to 

bondholders. 
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Transportation Fund Operating Statement1 

Budgetary Based  
Fiscal Years 2003 – 2007 

($ in Millions) 

 Actual Actual  Actual  Actual As Passed 
 FY 2003 FY 2004  FY 2005  FY 2006 FY 20072 

Sources          
Current Law Revenues $205.34 $214.57 $209.13 $209.82  $223.40  
Federal Reimbursements 8.59 3.91 0.00 0.00  0.00  
Refund of Prior Year 0.00 0.00 1.53 0.00  0.00  
Direct Applications & Transfers In 0.05 5.64 7.37 0.54  0.25  
Current Year Sources 213.98 224.12 218.03 210.36  223.65  

For Approp from General Fund Transfer 0.00 0.00 0.00 0.00  0.00  
For Approp from RMMTC Reserve 0.00 0.00 0.00 0.00  0.00  
Prior Year Unallocated Operating Surplus 5.65 0.00 0.00 0.00  0.00  

Total Sources 219.63 224.44 218.03 210.36  223.65  
      
Uses      

Base Appropriations 211.20 221.03 220.54 218.83  229.25  
Budget Adjustments 0.00 0.93 0.75 0.00  0.00  
Excess Receipts 0.00 0.27 0.02 0.00  0.00  
Pay Act 3.34 0.00 1.46 1.25  2.41  
Rescission (3.79) 0.00 0.00 (5.80) 0.00  
Contingent One-time Approp from Prior Year 0.00 0.00 2.60 0.00  0.00  

Total Uses 210.75 222.24 225.37 214.28  231.66  

Operating Surplus (deficit) 8.88 1.89 (7.34) (3.92) (8.01)  

Allocation of Surplus      
Transfers of Surplus (to) / from Other Funds:      

General Fund (6.45) 4.77 4.77 10.02  0.00 
Downtown Fund (0.80) (0.80) (0.80) (0.80) (0.80) 
Central Garage Fund (1.99) (2.11) 2.60 (5.00) (1.40) 
FMS Development Fund 0.00 (1.56) 1.25 0.00  0.00  
Art Acquisition Fund 0.00 0.00 0.00 0.00  0.00  
VT Recreational Trail Fund (0.37) (0.37) (0.37) (0.37) (0.37) 

Total transfers (to) / From Other Funds (9.61) (0.06) 7.45 3.85  (2.57) 
      
Reserved in TF (designated):      

Bond Insurance Premium Reserve 0.00 (0.13) 0.13 0.00  0.00  
Transportation FMS Development Fund 0.00 (0.31) 0.31 0.00  0.00  
Budget Stabilization Reserve 0.73 (1.38) (0.56) 0.05  0.04  

Total Reserved in the TF (designated) 0.73 (1.82) (0.12) 0.05  0.04  

Total Allocated (8.88) (1.89) 7.33 3.90  (2.53) 
      

Unallocated Operating Surplus / (deficit) 0.00 0.00 0.00 0.00  (10.54)  
      

TF Reserves (cumulative)      
Bond Insurance Premium Reserve $0.00 $0.13 $0.00 0.00  0.00  
Transportation FMS Development Fund 0.00 0.31 0.00 0.00  0.00  
Budget Stabilization Reserve 9.16 10.54 11.10 11.04  11.00  
Rutland MMTC Reserve 0.00 0.00 0.00 0.00  0.00  

Total TF Reserve Balances $9.16 $10.98 $11.10 $11.04  $11.00  

                                                 
1 Results may not add due to rounding. 
2 The Governor has submitted a supplementary appropriation bill to the General Assembly to decrease fiscal year 2007 

Transportation Fund spending by approximately $7.7 million, which bill is likely to be passed. 
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Education Fund Operating Statement1 
Budgetary Based 

Fiscal Years 2003 – 2007 
($ in Millions) 

 Actual  Actual  Actual  Actual  As Passed 
 FY 2003  FY 2004  FY 2005  FY 2006  FY 2007 

Sources          
Current law revenues $    70.66 $    79.41 $    29.87 $    28.87  $    29.04  
Current Law - Sales Tax Change (after FY04) 0.00 0.00 103.60 108.46  113.10 
Lottery Revenue 15.53 20.30 20.38 22.88  21.80 
Homestead Property Tax [Act 68] N/A2 N/A2 346.56 394.40  420.97 
Non-Residential Property Tax [Act 68] N/A2 N/A2 385.82 418.08  455.09 
Statewide Property Tax [Act 60] 453.96 487.54 N/A2 N/A2  N/A2 
Local Share Property Tax Receipts [Act 60] 231.88 252.13 N/A2 N/A2  N/A2 
General Fund Appropriations 245.68 268.40 249.30 259.30 268.72 
Medicaid Reimbursement 8.28 8.63 9.62 7.29 6.30 
Direct Applications/Reversions 4.73 0.00 0.00 0.00 0.00 
Interest on Fund Balance (0.31) (0.32) (0.51) (0.68) (1.00) 
Prior Year Unallocated Operating Surplus 0.00 0.00 0.00 0.00 0.00 

Total Sources 1,030.41 1,116.09 1,144.64 1,238.60  1,314.02 
       
Uses       

Base appropriations 825.00 859.69 1,154.75 1,237.72 1,310.18 
Local Share Payments 205.58 225.87 0.00 0.00 0.00 
School Construction Assistance 3.19 2.13 0.46 0.42 0.38 

Total Uses 1,033.77 1,087.69 1,155.21 1,238.14  1,310.56 
       
Operating Surplus (deficit) (3.36) 28.40 (10.57) 0.46  3.46 
      
Education Fund Reserves (Cumulative)      

Education Fund Budget Stabilization Reserves 
(cumulative) 

11.08 22.76 22.90 24.32 27.78 

Continuing Appropriations 0.00 1.86 1.75 5.03  0.003 
Total Education Fund Reserve Balances 11.08 24.63 24.65 29.36  27.78 
       
Unallocated Operating Surplus 0.00 14.85 4.25 0.00  0.00 

      
Total EF Reserve Balances $11.08 $39.48 $28.90 $29.36 $27.78 

 
 
_______________________ 
1 Results may not add due to rounding. 
2 Act 68, the property tax finance system that superseded Act 60, was implemented effective in fiscal year 2005. Due to the fact 

that the requirements contained in Act 68 modified or deleted certain requirements of Act 60, the designation “Not Applicable 
(N/A)” means either the Act 60 or Act 68 funding mechanism was not applicable and hence no revenues were collected. 

3 Operating surplus is added to the Budget Stabilization Reserve.  Continuing appropriations are unknown until the close of the 
fiscal year. 
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REVENUE ESTIMATES 

Act No. 178 of the 1996 Adjourned Session established a mechanism by which the State adopts official 
revenue estimates for the current and subsequent fiscal years.  By July 15th and January 15th of each year, and at 
such other times as the Emergency Board or the Governor deem proper, the joint fiscal office and the Secretary of 
Administration are to provide to the Emergency Board (comprised of the Governor and the Chairs of the key taxing 
and spending committees of the Vermont Legislature) their respective revenue estimates for the General, 
Transportation, and Federal Funds for the current and next succeeding fiscal year.  Act 60 added portions of the 
Education Fund to that statute beginning in July of 1998.  The Emergency Board, within ten days of receipt of such 
estimates, is required to determine an official revenue estimate for the current and next succeeding fiscal year. 

A consensus revenue forecast for fiscal years 2007, 2008, and 2009 was completed in January 2007 and 
was approved by the Emergency Board on January 16, 2007 (the “January Forecast”).  These estimates reflected a 
consensus forecast for the U.S. and Vermont economies, the major individual revenue components of each fund, and 
an overall forecasted level of receipts for the General Fund and Transportation Fund, and major receipts sources 
other than property tax receipts in the Education Fund.  The January Forecast incorporated the relevant aspects of 
the State’s latest short-term economic forecast developed as part of the State’s participation in the New England 
Economic Partnership (N.E.E.P.).  The N.E.E.P. organization is a regional economic forecasting group affiliated 
with leading private sector businesses in New England, major academic and financial institutions in the region, and 
the Federal Reserve Bank of Boston.  It is expected the January Forecast will be updated on or before July 15, 2007 
as part of the normal, statutory forecasting cycle. 

The following discussion describes the level of revenues estimated, under the January Forecast, that are 
available for General Fund appropriations in fiscal years 2007, 2008, and 2009.  Such estimates reflect both the 
anticipated increase or decrease in collections of the taxes of each category and the allocation of such collections 
between the General Fund and the Education Fund pursuant to Act 68.   The January Forecast is a current law 
forecast as of January 16, 2007, and includes all tax or revenue changes as passed by the 2006 Vermont General 
Assembly. 

Personal Income Tax:  The January Forecast for the personal income tax for fiscal years 2007, 2008, and  
2009 reflects a consensus assessment of: (1) recent trends in income growth—including real estate and equities-
based capital gains realizations, (2) actual receipts by major personal income tax sub-component, (3) the most recent 
consensus forecast for job and wage growth in the State over the period (See “STATE ECONOMY – Economic 
Activity – The Vermont Outlook”), (4) continued orderly correction in the State’s real estate markets, and (5) the 
continuation of still strong business profits growth for taxpayers that pay their business tax liability through their 
personal income tax filing (e.g. proprietors, Subchapter S corporations, certain partnerships and similar entities).  
The January Forecast includes revenue receipts of $556.4 million in fiscal year 2007, $576.8 million in fiscal year 
2008, and $602.8 million in fiscal year 2009, reflecting a 2.7%, 3.7% and 4.5% annual growth rate, respectively.  
Relative to the July 2006 consensus forecast, this revised forecast represents an increase of 0.3% and 2.7% for fiscal 
years 2007 and 2008, respectively. 

Sales and Use Tax:  The January Forecast for the sales and use tax for fiscal 2007, fiscal 2008, and fiscal 
2009 reflects recent collections activity in this source during fiscal year 2006, experience during the first half of 
fiscal 2007, the expected impact on disposable personal income of easing energy prices, and the expected increase in 
revenue from the implementation of the multi-state Streamlined Sales Tax Agreement (SSTA) in Vermont as of 
January 1, 2007.  The SSTA is expected to increase revenues for the State by collecting sales taxes from out-of-state 
vendors (mostly retail mail order and internet retailers) and from conforming sales tax changes.  The State’s best 
estimates for the fiscal year 2007, fiscal year 2008, and fiscal year 2009 are for increased revenues of $5.1 million, 
$12.9 million, and $13.6 million, respectively.  The State expects to collect total sales and use taxes of $226.1 
million in fiscal 2007, $239.1 million in fiscal 2008, and an estimated $247.4 million in fiscal 2009.  The revised 
forecast represents a slight decline of 0.1% for fiscal year 2007 and an increase of 0.7% for fiscal year 2008 relative 
to the July 2006 consensus forecast. 

Corporate Income Tax:  The January Forecast reflects a change from the recent trends in corporate tax 
collections during fiscal 2003–06 where receipts increased at double-digit annual rates.  This includes a significant 
erosion in the recent very favorable corporate profits environment in response to the recent increases in short-term 
interest rates and the slowdown in productivity growth.  The forecast for fiscal 2007, fiscal 2008 and fiscal 2009 
expects there will be annual declines in overall corporate tax in the State, including the revenue restraining effects of 
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claims for State tax credits under the incentives program of the Vermont Economic Progress Council.  The January 
Forecast also includes all of the revenue impacts related to the January 1, 2006 implementation of the unitary tax 
reform legislation and accompanying tax rate reductions that were enacted during the 2004 session of the Vermont 
General Assembly.  This legislation reduced corporate tax rates and made changes in the way corporations 
calculated their taxable income. 

For fiscal 2007, the $66.6 million January Forecast includes a decline of 12.3% versus fiscal year 2006 
actual receipts.  The January Forecast for fiscal 2008 totals $54.7 million, a further decline of 17.9% versus the 
forecast for fiscal year 2007.  Fiscal year 2009 receipts are forecasted to be $48.7 million, corresponding to a decline 
of 11.0% versus fiscal 2008 forecasted receipts.  Relative to the July 2006 consensus forecast, the January Forecast 
corresponds to an increase of 2.5% for fiscal year 2007 and 1.0% for fiscal year 2008.  The fiscal year 2006–07 
forecast numbers also reflect the allocation change in Act 68 where 100% of corporate tax is retained by the General 
Fund beginning on July 1, 2004 (or the beginning of fiscal 2005) and for each year thereafter. 

Meals and Rooms Tax:  The continued expansion in the U.S. and State economies, a reasonably strong Fall 
2006 tourism season, recent declines in energy and gasoline prices, and a slow start of the 2006–07 Winter ski 
season underpin the fiscal 2007, fiscal 2008, and fiscal 2009 consensus forecast for this tax source.  More 
specifically, the January Forecast calls for a $0.9 million forecast downgrade in the fiscal year 2007 consensus 
forecast, even though total receipts in this tax source receipts through the month of December1 have run 
approximately $1.0 million ahead of forecast.  For fiscal 2008, a slight bounce-back from the weather-related slow 
start to the 2006–07 Winter season is expected for the 2007–08 Winter season.  For fiscal 2009, the continued 
modest level of activity growth in the State’s visitor activity for the year, a still elevated, but with no price spikes, 
energy price scenario, and normal weather for the State’s key seasons (Winter and Summer) underpin the modest 
2.9% annual growth rate forecasted for this tax source for that year. 

The January Forecast for fiscal 2007 for the meals and rooms tax totals $115.2 million, representing an 
increase at the lower end of this tax source’s historic 3% to 4% annual rate of growth range at 3.1% versus fiscal 
2006.  The January Forecast for fiscal year 2008 totals $119.5 million, an increase of 3.7% versus forecasted 
receipts for fiscal year 2007.  The strong growth rate for meals and rooms tax receipts during fiscal year 2005 
included the allocation change under Act 68 where 100% of the gross tax collections received under this tax source 
are retained by the General Fund beginning on July 1, 2004 (corresponding to the beginning of the State’s 2005 
fiscal year) and for each succeeding fiscal year thereafter.  Relative to the July 2006 consensus forecast, the January 
Forecast represents a decline of 0.8%.  For fiscal year 2008, the January Forecast represents an increase of $0.5 
million or 0.4% relative to the July 2006 consensus forecast. 

Other Taxes and Revenues:  This category of taxes, fees, and other revenues is comprised of revenue 
sources ranging from the State’s tax on insurance premiums (including captive insurance companies), the 
inheritance and estate tax, taxes levied on real estate transfers, taxes on property or revenues levied on telephone 
companies operating in Vermont, fines assessed by regulatory authorities and the judicial system, and other similar 
levies and revenue assessments.  These tax levies and sources have historically mirrored changes in economic 
activity in Vermont.  The January Forecast consensus for these revenue sources reflect historical collections 
patterns, a reduction in the inheritance and estate tax in fiscal 2007, reflecting the extraordinary fiscal 2006 
performance in this tax source (up 39.0% versus fiscal 2005), but still including some positive benefits from real 
estate capital gains, and special factors and circumstances that have been identified in consultation with contacts in 
various State departments and agencies responsible for receipts collection and monitoring for these sources.  The 
January Forecast fully reflects the allocation changes to affected tax sources as prescribed by Act 68, and fully 
reflects the federal tax changes in the estate tax.  As has been the case since July 1, 1998, the July Forecast does not 
include any revenues from lottery profits/sales.  The following table compares actual and projected General Fund 
revenue collections on a fiscal year basis for fiscal year 2004 through fiscal year 2006 and the January Forecast for 
fiscal year 2007. 

 

                                                 
1 Generally reflecting activity through the month of November. 
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Sources (Available to the 
General Fund) 

 
 

Fiscal 2004 

 
 

Fiscal 2005 

 
 

Fiscal 2006 

 
 

Fiscal 2007 

Percentage
Change 
’06–’07 

      
Personal Income Taxes $429,816,793 $   500,464,073 $   542,012,240 $   556,400,000 2.7% 
Sales and Use Taxes 255,828,735 207,202,785 216,922,395 226,100,000 4.2 
Corporate Taxes 45,136,446 60,375,604 75,928,780 66,600,000 -12.3 
Meals and Rooms Taxes 88,384,230 112,956,381 111,766,588 115,200,000 3.1 
Other Taxes 109,915,009 130,118,135 141,086,760 132,100,000 -6.4 
Total Taxes 929,081,213 1,011,116,978 1,087,716,762 1,096,400,000 0.8 
Other Revenues 21,477,297 24,215,748 24,194,571 27,700,000 14.5 
Total General Fund $950,558,510 $1,035,332,725 $1,111,911,333 $1,124,100,000 1.1% 

_________________________________ 
Source:  Vermont Department of Finance and Management.  Fiscal year 2006 information is unaudited and fiscal 2007 data are 
projected as part of the January Forecast.  Totals may not add due to rounding. 
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The following table reflects budgetary-based General Fund revenue history from fiscal year 2005 and fiscal year 2006 and forecasted revenue amounts 
for fiscal year 2007 through fiscal year 2009: 

General Fund Revenues (Net) 
Budgetary Based 

($ in Millions) 

COMPONENT 
Actual 
2005 

Percent 
Change 

 
Actual 
2006 

Percent 
Change 

Forecast1 

2007 
Percent 
Change 

 
Forecast1 

2008 

 
Percent 
Change 

 
Forecast1 

2009 

 
Percent 
Change 

TAXES:           

Personal Income $   500.5 16.4% $   542.0 8.3% $   556.4 2.7% $   576.8 3.7% $   602.8 4.5% 
Sales and Use 207.2 -23.9  216.9 4.7 226.1 4.2 239.1 5.7 247.4 3.5 
Corporate 60.4 33.6 75.9 25.8 66.6 -12.3 54.7 -17.9 48.7 -11.0 
Meals and Rooms 113.0 27.8 111.8 -1.1 115.2 3.1 119.5 3.7 123.0 2.9 
Liquor 12.5 7.1 13.2 5.1 13.7 4.1 14.2 3.6 14.7 3.5 
Insurance 50.3 7.0 52.5 4.2 53.8 2.6 55.2 2.6 56.8 2.9 
Telephone Receipts 0.4 43.2 0.6 63.4 0.7 16.1 0.8 10.7 0.8 3.2 
Telephone Property 10.2 0.5 9.8 -3.7 9.7 -0.7 9.7 0.3 9.8 0.8 
Beverage 5.3 2.0 5.4 2.8 5.6 2.8 5.7 1.8 5.8 1.8 
Electrical Energy 2.6 -6.0 2.6 0.0 2.7 2.4 2.8 3.7 2.8 1.4 
Estate 18.9 28.2 26.2 39.0 17.9 -31.7 19.0 6.1 21.1 11.1 
Property Transfer 14.8 33.1 13.5 -8.9 12.3 -8.7 11.4 -7.4 12.0 5.7 
Bank Franchise 8.6 216.6 10.2 18.3 10.8 6.4 11.0 1.9 11.2 1.8 
Other Taxes          6.6 52.1          7.2 9.1          4.9 -32.1          4.3 -12.2          4.5 4.7 

TOTAL TAXES: $1,011.1 6.9% $1,087.7 7.6% $1,096.4 0.8% $1,124.1 2.5% $1,161.4 3.3% 
           
OTHER REVENUES:           

Business Licenses $  2.8 2.9% $2.8 -0.5% $2.8 0.3% $2.9 3.6% $3.0 3.4% 
Fees 12.5 40.4 13.2 6.1 14.2 7.3 14.8 4.2 15.4 4.1 
Services 2.0 22.9 1.3 -35.3 1.8 40.6 1.9 5.6 2.0 5.3 
Fines, Forfeits 4.4 -40.2 3.2 -26.7 3.4 4.7 3.5 2.9 3.6 2.9 
Interest, Premiums 2.1 438.3 3.4 60.7 4.8 41.0 4.9 2.1 4.9 0.0 
Special Assessments 0.0 -74.7 0.0     NM 0.0     NM 0.0       NM 0.0      NM 
Other     0.4 -9.9     0.2 -40.9     0.7 192.1     0.7 -7.1     0.7 7.7 

TOTAL OTHER $24.2 12.6% $24.2 -0.1% $27.7 14.5% $28.7 3.4% $29.6 3.3% 
           
TOTAL GENERAL FUND $1,035.3 7.1% $1,111.9 7.4% $1,124.1 1.1% $1,152.7 2.6% $1,191.0 3.3% 

 
NM means Not Meaningful. 
1 Based on consensus revenue forecast completed in January 2007. 
Source:  Vermont Department of Finance and Management 
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MAJOR GENERAL FUND PROGRAMS AND SERVICES 

Human Services 

The Agency of Human Services comprises the following departments and offices: 

Office of the Secretary:  This Office includes the Division of Administrative Services that provides Agency 
planning and oversight functions for the Secretary.  It also provides support for the Division of Rate Setting, the 
Director of Housing & Transportation, the Investigations Unit, the Human Services Board, and the Developmental 
Disabilities Council. 

Department of Disabilities, Aging and Independent Living:  The Department assists elderly Vermonters 
and adults with disabilities to live as independently as possible.  It helps adults with disabilities to find and maintain 
meaningful employment.  It licenses inpatient health care facilities and long-term care providers. 

Department of Corrections:  In partnership with Vermont communities, the DOC serves and protects the 
public by offering a continuum of graduated sanctions for offenders to repair the damage their crimes have caused to 
victims and communities.  The Department operates corrections facilities for incarcerated offenders and Community 
Correctional Service Centers for offenders convicted of lesser crimes.  It also supports 64 Community Reparative 
Boards that develop sanctions and restorative plans in order for many nonviolent offenders to make amends for their 
crimes and return value to their communities. 

Department of Health:  DOH protects and promotes health, and prevents disease and injury through public 
health programs to maintain and improve the health status of all Vermonters.  Programs focus on infectious and 
chronic disease control and prevention (e.g., injury prevention, and healthy babies programs), surveillance (e.g., 
disease reporting), and protection (e.g., restaurant inspections).  The Department also oversees provision of services 
to adults with mental illness, children and adolescents experiencing a severe emotional disturbance and their 
families. 

Department for Children and Families:  DCF administers several programs that address the basic needs of 
Vermonters who are unable to provide for themselves and their dependents.  These programs promote the well-being 
of families and individuals through welfare-to-work services, in-kind benefits, and cash assistance.  DCF also helps 
families and individuals lead healthy and independent lives by providing support services and offering educational, 
information, and prevention services to communities.  Social services seek to break the cycle of abuse, neglect, and 
delinquency.  Child care services take a lead role in developing quality child care services in Vermont.  The Division 
of Child Support enforces state and federal statutes to ensure that children receive financial support from absent 
parents and improves financial security for children by obtaining child support obligations and payments. 

Office of Vermont Health Access:  The OVHA promotes the well-being of families and individuals through 
the provision of health care coverage.  The OVHA is the state office responsible for the management of Medicaid, 
the State Children’s Health Insurance Program, and other publicly funded health insurance programs in Vermont.  
As such, it is the largest insurer in Vermont in terms of dollars spent and the second largest insurer in terms of 
covered lives. 

The sources of Agency of Human Services appropriations for fiscal years 2005, 2006 and 2007 are as 
follows: 

 Fiscal 
2005 

Appropriations 

Fiscal  
2006 

Appropriations 

Current Law 
Fiscal 2007 

Appropriations 
General Fund $   408,050,560 $   419,780,729 $   367,747,350 
Federal Funds 721,398,471 714,100,576 832,705,910 
Tobacco Settlement 25,359,288 25,441,034 25,643,048 
Special Funds 286,729,368 295,710,140 285,419,208 
Other Funds        30,920,953        31,061,657        15,130,923 
Total $1,472,458,640 $1,486,094,136 $1,526,646,439 
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Medicaid and State Health Insurance Initiatives 

Medicaid:  Vermont has two major Medicaid waiver demonstrations.  The Global Commitment to Health 
demonstration waiver became effective October 1, 2006.  Global Commitment was designed to provide Vermont 
with the flexibility necessary to administer the State’s publicly supported health care programs in a member-
centered and fiscally sustainable manner. The Global Commitment to Health Medicaid demonstration waiver 
capitates the federal spending for Medicaid services in Vermont at $4.7 billion for five years, based on a mutually 
agreed upon base year and actuarially determined trend rate.  This capitated arrangement applies to all Medicaid 
service in Vermont, with the exception of the Long-term Care Services for Elders and People with Physical 
Disabilities (which is managed under a separate Medicaid demonstration waiver), DSH Payments and the SCHIP 
program. Vermont is financially at risk for managing costs within the capitated amount, and will benefit from any 
savings accrued due to program efficiencies that are achieved.  Under this Demonstration, the Vermont Agency of 
Human Services (AHS) contracts with the Office of Vermont Health Access (OVHA) as a publicly sponsored 
managed care organization (MCO) and which adheres to all federal MCO regulations. 

The Global Commitment to Health waiver encompasses the traditional mandatory and optional Medicaid 
populations.  The Choices for Care waiver provides long-term care services for the elderly and disabled in both 
nursing home and home and community based settings.  In addition Vermont provides some traditional acute care 
Medicaid services outside the demonstration waiver to the Choices for Care population.  There remains a relatively 
small continuing non-Medicaid pharmacy program, and the Medicare Part D “clawback” under which the states all 
subsidize the federal government.   

State Health Insurance Initiative:  During the 2006 legislative session the State passed the 2006 Health Care 
Affordability Act to control the rising costs of health care by managing chronic care and making health care 
affordable and accessible for all Vermonters. This legislation created an employer-sponsored insurance (ESI) 
initiative under which Medicaid funding may be used to pay part of the cost of ESI for individuals with incomes 
under 300% of the federal poverty level.  In addition, the legislation established a comprehensive, affordable 
commercial insurance program called Catamount Health that also will have a premium assistance program for 
people with low incomes.  Financing will come from individuals (sliding scale premiums), employers with 
uninsured employees and tobacco taxes.  The State’s fiscal obligation is protected though enrollment caps.  Planning 
and rule making are underway; employer contributions begin in the second quarter of calendar 2007; and coverage 
begins October 2007. 

Aid to Municipalities 

Significant portions of Vermont’s budget are used to support the cities, towns and school districts.  The 
General Fund transfer to the Education Fund for support of K-12 schools is $268.7 million in fiscal year 2007.  
Additionally the State expects to contribute $24.4 million to the Teachers’ Retirement System.  Total Education 
Fund expenditures are $1.3 billion (including the General Fund transfer).  Department of Education administration is 
paid for with General and Federal funds allowing the Education Fund to be spent entirely on direct support of 
students and reduction of school tax burdens.  Additionally, $8.1 million is distributed to towns to reimburse taxes 
reduced for land conservation and management programs.  More than $54 million from all fund sources is spent 
each year through the Agency of Transportation on town highway programs.  

 

Fiscal 
2005 

Appropriations 

Fiscal 
2006 

Appropriations 

Current Law 
Fiscal 2007 

Appropriations 
State Aid to Local School Districts $   910,971,994 $   966,000,000 $1,018,388,625  
Special Education Aid to Local Districts 105,256,030 116,120,000 125,280,000  
Vermont State Teachers’  

 Retirement System Contributions 
 

20,446,282 
 

24,446,282 
 

37,246,7291 
Town Highway Grants        41,168,920        37,808,054        41,029,621  
 
Total 

 
$1,077,843,226 

 
$1,144,374,336 

 
$1,221,944,975 

                                                 
1 The Administration and the Legislature agreed in fiscal year 2007 to add $12.8 million to the fiscal year 2006 
$24,446,729 appropriation for the State Teachers’ Retirement System.  The fiscal year 2007 contribution, at $12.8 
million over fiscal year 2006, fully funds the actuarial recommendation for the State Teachers’ Retirement System. 
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Additionally, the State provides local direct tax support to individual taxpayers through the following 

programs: 

 
 

 
Fiscal 2005 

Appropriations 

 
Fiscal 2006 

Appropriations 

Current Law 
Fiscal 2007 

Appropriations 
Homestead Property Tax Assistance $104,511,600 $119,516,276 $118,450,000 
Land Use Reimbursement       6,199,670       6,898,455       8,113,944 
Total $110,711,270 $126,414,731 $126,563,944 

 
 
Higher Education 

The State provides extensive assistance for programs of higher education through a higher education 
system that includes three major components.  These include direct appropriations to the University of Vermont and 
the Vermont State College system and support through direct financial aid grants to students by the Vermont Student 
Assistance Corporation, which also receives an annual appropriation. 

 
Fiscal 2005 

Appropriations 

 
Fiscal 2006 

Appropriations 

Current Law 
Fiscal 2007 

Appropriations 
University of Vermont $37,942,512 $39,276,166 $40,847,401 
Vermont State Colleges (1) 23,283,734  24,341,736 25,211,405 
Vermont Student Assistance Corporation   17,142,609   17,771,050   18,481,892 
Total $78,368,855 $81,388,952 $84,540,698 
(1) Includes Vermont Interactive TV    

The following table shows a breakdown of General Fund appropriations by major function for fiscal year 
2003 to fiscal year 2007. 

General Fund Appropriations by Major Function 

 Fiscal 2003 Fiscal 2004 Fiscal 2005 Fiscal 2006 Fiscal 20071 

General Government $ 41,064,042 
 

$   42,222,002 
 

$   45,870,520 
 

$    47,909,578 
 

$   55,061,101 
Protection to Persons and  
   Property 61,548,160 65,608,963 71,903,692 77,120,857 76,671,015 
Human Services 325,587,454 304,140,498 409,483,121 436,101,964 485,036,701 
Education 355,453,763 379,192,238 361,881,234 375,646,602 387,964,792 
Employment & Training 653,367 1,107,259 1,103,541 1,385,839 2,310,220 
Natural Resources 16,111,498 15,909,804 19,570,747 21,932,793 25,002,383 
Transportation --- ---  --- --- --- 
Commerce and 
  Community Development 12,716,688 14,006,433 14,792,388 14,522,988 15,276,346 
Other – One-time2 7,794,260 27,865,690 51,003,562 76,084,413 23,562,000 
Debt Service     68,786,318     65,362,579        62,587,361        62,723,384        64,549,851 

Total Appropriations $889,715,550 
 

$915,415,466 
 

$1,038,196,166 
 

$1,113,428,418 
 

$1,135,434,409 
 
1 The fiscal year figures are presented as enacted by the Legislature.  However, a supplementary appropriation bill to increase 

fiscal year 2007 General Fund spending by approximately $16.8 million has been submitted to the General Assembly and is 
expected to be passed. 

2 One-time appropriations in fiscal years 2003 through 2007. 
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GOVERNMENTAL FUNDS OPERATIONS 

The following table sets forth the total revenues, expenditures and changes in total fund balances for all 
governmental fund types of the State for fiscal year 2002 through fiscal year 2006 presented on a GAAP basis.  
Since fiscal year 2002, in accordance with the requirements of GASB Statement No. 34, Permanent Funds are 
included and reported as governmental funds.  Prior to fiscal year 2002, Permanent Funds were reported as non-
expendable trust funds (fiduciary funds).  See “STATE FUNDS AND REVENUES – Governmental Fund Types – 
Permanent Funds.” 

 



 51 

STATE OF VERMONT 
ALL GOVERNMENTAL FUND TYPES 

COMPARATIVE STATEMENT OF REVENUES, EXPENDITURES 
AND CHANGES IN  FUND BALANCE 

 
  Fiscal Year Ended June 30, 

  2002 2003 2004  2005 2006
REVENUES:     
 Earnings of Departments:          
 Fees $ 36,708,774 $ 47,770,289  $ 46,613,828  $ 58,290,625 $ 52,813,029 
 Rents and Leases 1,727,405 912,556  3,524,664  3,498,567 3,799,720 
 Sales of Service 13,886,288 13,119,135  10,686,898  9,752,341 9,655,535 
 Federal Funds 964,141,863 1,036,188,776  1,195,394,472  1,149,686,863 1,195,618,641 
 Fines, Forfeits and Penalties 14,209,581 15,150,570  22,136,295  19,382,893 19,172,068 
 Interest 6,883,583 5,561,830  4,579,721  7,905,566 11,468,734 
 Business Licenses 8,468,457 8,998,922  12,878,371  13,618,833 13,981,329 
 Non-Business Licenses 57,658,175 62,828,447  65,535,249  66,278,454 68,790,914 
 Special Assessments 21,629,014 22,454,287  25,865,976  25,154,296 27,320,199 
 Taxes 1,600,725,756 1,615,244,889  1,831,301,567  2,160,130,972 2,337,341,048 
 Other 78,526,877 85,137,810  77,710,776  69,137,334 58,327,506 
 Total Revenues 2,804,565,773 2,913,367,511 3,296,227,817  3,582,836,744 3,798,288,723 
   
EXPENDITURES:     
 General Government 81,922,934 65,774,389 72,544,440  94,139,825 76,074,999 
 Protection to Persons and Property 175,976,394 186,419,718 205,591,904  229,844,368 233,227,931 
 Human Services 1,065,880,257 1,202,966,613 1,299,899,192  1,398,468,010 1,435,028,322 
 Employment and Training 26,285,028 27,904,668 26,193,011  20,946,037 21,090,488 
 Education 1,035,570,629 1,090,652,345 1,132,649,530  1,423,696,712 1,524,766,793 
 Natural Resources 90,056,115 87,357,285 83,100,141  89,228,873 102,878,214 
 Commerce and Community Development 36,899,379 33,843,415 30,662,190  35,898,807 32,569,614 
 Transportation 311,133,424 284,978,573 289,728,406  312,593,496 321,895,334 
 Public Services Enterprises 2,001,936 1,897,774 1,898,161  1,649,863 1,994,246 
 Debt Service 69,214,647 73,213,994 70,833,946  67,352,699 67,231,076 
 Total Expenditures 2,894,940,743 3,055,008,774 3,213,100,921  3,673,818,690 3,816,757,017 
   
Excess of Revenues Over (Under) Expenditures (90,374,970) (141,641,263) 83,126,896 (90,981,946) (18,468,294) 
   
OTHER FINANCING SOURCES (USES):           
 Bond and Note Proceeds  51,000,000 67,355,000 188,754,448  41,750,088 45,744,195 
 Lottery Transfers In  16,679,154 16,222,604 19,620,527  20,444,442 23,013,768 
 Net Operating Transfers In (Out)  4,732,503 19,067,442 44,187  10,572,456 (1,824,364) 
 Other Sources (Uses)  123,348 (49,113,424) (144,233,193) 178,860 0 
 Total Other Financing Sources (Uses)  72,535,005 53,531,622 64,185,969  72,945,846 66,933,599 
Excess of Revenues and Other Sources Over  
  (Under) Expenditures and Other Uses  (17,839,965) (88,109,641) 147,312,865 (18,036,100) 48,465,305 
        
Fund Balance, July 1 (as restated)  357,577,512 339,461,551 251,351,910  398,664,775 380,628,675 
    
Fund Balance, June 30 $ 339,737,547 $ 251,351,910 $ 398,664,775  $ 380,628,675 $ 429,093,980 
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STATE INDEBTEDNESS 

State Indebtedness and Procedure for Authorization 

The State has no constitutional or other limit on its power to issue obligations or incur indebtedness besides 
borrowing only for public purposes.  In 1989, the Institution Committees of the House and Senate recommended the 
creation of a Capital Debt Affordability Advisory Committee responsible for overseeing long-term capital planning 
for the State.  The Committee was created by the 1990 General Assembly.  See “Capital Debt Affordability 
Advisory Committee” herein.  Bonds authorized for a given fiscal year may, at the discretion of the State Treasurer 
with the approval of the Governor, be issued in the fiscal year, or in the months of May or June preceding such fiscal 
year, or in subsequent fiscal years. 

The State Constitution does not contain provisions requiring submission of the question of incurring 
indebtedness to a public referendum.  The authorization and issuance of State debt, including the purpose, amount 
and nature thereof, the method and the manner of the incurrence of such debt, the maturity and terms of repayment 
thereof, and other related matters are statutory.  The State’s Public Improvement bonds and the State’s 
Transportation and Highway bonds are paid respectively from the State’s General Fund and Transportation Fund. 

Pursuant to various appropriation acts, the State has authorized and issued general obligation bonds for a 
variety of projects or purposes.  Each appropriation act usually specifies projects or purposes and the amount of 
General Fund or Transportation Fund bonds to be issued, and provides that General Fund or Transportation Fund 
bonds shall be issued in accordance with the Debts and Claims provisions of the General Obligation Bond Law. 

Pursuant to the Refunding Bond Act, the State has authorized the issuance of general obligation bonds to 
refund or to advance refund all or any portion of one or more issues of outstanding general obligation bonds.  Most 
provisions of the General Obligation Bond Law apply to the issuance of such refunding bonds. 

In general, the State has borrowed money by issuing general obligation bonds, commercial paper and notes 
for the payment of which the full faith and credit of the State are pledged.  The State, however, also has established 
certain statewide authorities that have the power to issue revenue bonds and to incur, under certain circumstances, 
indebtedness for which the State has contingent or limited liability.  See “Contingent Liabilities” and “Reserve Fund 
Commitments” hereinafter. 

There are no State constitutional provisions limiting the power of the General Assembly to impose any 
taxes on property or income in order to pay debt service on general obligation indebtedness.  There are also no 
constitutional provisions limiting the power of the General Assembly to enact liens on or pledges of State revenues 
or taxes, or the establishment of priorities, for payment of such debt service.  There are no express statutory 
provisions establishing any priorities in favor of holders of general obligation indebtedness over other valid claims 
against the State. 

The General Assembly has established by statute various general requirements for the issuance of general 
obligation notes or bonds.  The State Treasurer, with notification to the Governor, may issue notes or other similar 
obligations including commercial paper in order to raise funds to pay the expenses of government for which 
appropriations have been made but for which anticipated revenues have not been received, to defray accumulated 
State deficits, and in anticipation of bonds.  The State Treasurer, with the approval of the Governor, is authorized to 
issue and sell bonds that mature not later than twenty years after the date of such bonds and, except for zero coupon 
bonds or capital appreciation bonds, such bonds must be payable in substantially equal or diminishing amounts 
annually. Under the General Obligation Bond Law, except with respect to refunding bonds, the first of such annual 
payments is to be made not later than five years after the date of the bonds.  All terms of the bonds shall be 
determined by the State Treasurer with the approval of the Governor as he or she may deem for the best interests of 
the State. 

In 2001, the General Assembly added statutory provisions that require any entity that pays a majority of its 
operating expense in any fiscal year with money appropriated by the State to notify and obtain the approval of the 
State Treasurer and Governor prior to incurring any debt including, but not limited to, debt incurred through the 
issuance of bonds, notes, bank loans, mortgages, lease-purchase contracts and capital leases.  In 2002, the General 
Assembly amended this provision to exclude municipalities from the approval requirement, to establish a borrowing 
threshold of $1 million before approval is required and to clarify that the amounts deemed appropriated do not 
include non-discretionary federal funds. 
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The State Treasurer is directed by the General Obligation Bond Law to pay the interest or investment return 
on and principal or maturity value of bonds when due “without further order or authority” and to pay the interest on 
and principal of notes, and expenses of preparing, issuing and marketing of such notes when due “without further 
order or authority.”  To the extent not otherwise provided, the amount necessary each year to pay the maturing 
principal or maturity value of and interest or investment return on bonds is required by statute to be included in and 
made a part of the annual appropriation bill for the expense of State government, and such principal or maturity 
value of and interest or investment return on bonds as may come due before appropriations for the payment thereof 
have been made is to be paid from the General Fund or from the Transportation Fund. 

The doctrine of sovereign immunity (the sovereign right of a state not to be sued without its consent) 
applies to the State.  The provisions of the General Obligation Bond Law above recited do not constitute, in the 
opinion of Bond Counsel, express consent by the State to be sued by a bondholder or a noteholder, although such 
consent might be so construed by force of necessary implication.  The provision referred to above contained in the 
General Obligation Bond Law appears, however, to impose a legal duty on the State Treasurer to pay principal of 
and interest on the Bonds and on other bonds and notes when due, either from the General Fund or from the 
Transportation Fund or from amounts appropriated therefore by the General Assembly. 

Under the General Obligation Bond Law, the State Treasurer has an explicit statutory duty to pay principal 
or maturity value of and interest or investment return on the Bonds and to seek appropriations therefore if amounts 
in the General Fund or Transportation Fund are insufficient.  In the event of failure by the State to make such 
payment when due, it would appear that a Bondholder may sue the State Treasurer to compel such payment from 
any moneys available.  Under this principle, sovereign immunity would not bar a suit to compel the disbursement of 
State moneys when a State law imposes a duty to pay. 

The State has never defaulted on the punctual payment of principal of or interest on any general obligation 
indebtedness and has never attempted to prevent or delay such required payments. 

Debt Statement 

The following table sets forth, as of June 30, 2006, the outstanding general obligation indebtedness of the 
State, Contingent Liabilities and Reserve Fund Commitments of the State.  The following table and the Selected 
Debt Statistics that follow it do not reflect the issuance of the Bonds or the expected issuance of the 2007 Series B 
Bonds and the 2007 Series C Bonds. 
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State of Vermont 
Debt Statement 

As of June 30, 2006 
($ in thousands) 

General Obligation Bonds(1):   
General Fund $   415,861  
Transportation Fund 12,128  
Special Fund 12,005  

   
Contingent Liabilities:   

VEDA Mortgage Insurance Program 9,049  
VEDA Financial Access Program 917  

   
Reserve Fund Commitments:   

Vermont Municipal Bond Bank 477,070  
Vermont Housing Finance Agency 95,205  
VEDA Indebtedness        70,000  

   
Gross Direct and Contingent Debt $1,092,235  
   
Less:   

Contingent Liabilities (9,966)    
Reserve Fund Commitments (642,275)    

   
Net Tax-Supported Debt $   439,994  

______________________________ 

1 Does not include (i) general obligation bonds that were refunded, (ii) the accretion in the value of capital appreciation 
bonds and (iii) the present value of outstanding capitalized leases in the amount of $740,836. 
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Selected Debt Statistics1 

 2003 
 

2004 
 

20052 
 

20062 
Projected 

20072 
Outstanding General Fund, Transportation Fund and 

Special Fund General Obligation Bonds  
($ in thousands)3 $448,248 

 
 

$444,683 

 
 

$440,266 

 
 

$439,994 

 
 

$438,897 
      
Population4 618,616 620,795 622,387 623,908 626,137 
Debt Per Capita $725 $716 $707 $705 $701 
      
Personal Income ($ in millions by fiscal year) $18,279 $19,160 $20,284 $21,140 $22,358 
Debt as a Percent of Personal Income 2.5% 2.3% 2.2% 2.1% 2.0% 
      
General Fund, Transportation Fund and Special Fund 

Debt Service ($ in thousands)3 $72,504 
 

$70,736 
 

$67,450 
 

$67,231 
 

$69,130 
      
General Fund, Transportation Fund and Special Fund 

Cash Revenues ($ in thousands)5 $1,073,709 
 

$1,167,512 
 

$1,244,400 
 

$1,316,900 
 

$1,346,100 
      
Total Debt Service as a Percent of Total General Fund 

Transportation Fund and Special Fund Revenues 6.8% 
 

6.1% 
 

5.4% 
 

5.1% 
 

5.1% 

 

Percentage Of Debt To Be Retired 
(as of June 30, 2006) 

Special 
Fund6 

General 
Fund 

Transportation 
Fund 

Total General 
Obligation Debt 

5 years 75.1% 47.0% 61.3% 48.1% 
10 years 97.3 78.6 89.5 79.4 
15 years 100.0 93.9 97.4 94.1 
20 years 100.0 100.0 100.0 100.0 

Sources: Annual Report of the Commissioner of Finance; U.S. Department of Commerce, Bureau of Economic Analysis. 

                                                 
1 General obligation bond principal debt only, excludes notes, lease/purchase obligations, as well as contingent liabilities and reserve fund commitments, on a budgetary basis.  

Statistics reflect certain revised data for 2003 through 2007. 
2 Personal income is on a fiscal year basis and is projected in 2006 and 2007.  Fiscal 2005 personal income data is subject to revision.  Population for 2007 is projected. 
3 Excludes general obligation bonds that were refunded.  Excludes any interest on Revenue Anticipation Notes. 
4 Reflects latest population data available from the U.S. Census Bureau for Vermont for July 1 of the indicated year. 
5 Excludes Education Fund Revenues and Federal Revenues.  Includes only Special Fund Revenues dedicated to debt service payments. 
6 See “Debt Service Requirements” herein for a description of Special Fund bonds. 
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Capital Debt Affordability Advisory Committee 

The Capital Debt Affordability Advisory Committee was created by the 1990 Vermont General Assembly to 
estimate annually the maximum amount of new long-term general obligation debt that prudently 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 total General and Transportation Fund 
revenues, outstanding debt as a percent of personal income, and per capita debt ratios.  The Committee is comprised of five 
members, four of whom are ex-officio State officials and one of whom is appointed by the Governor from the private sector 
for a two-year term.  The Committee was directed by law to issue a report by September 30 of each calendar year.  The 
amount of general obligation debt authorized by the Vermont General Assembly in recent years has never exceeded the 
Committee’s recommended levels. 

For fiscal year 2001, the Committee voted to recommend a maximum of $34 million as the prudent amount of debt 
to be authorized and the General Assembly authorized $34 million of additional general obligation bonds.  Due to year-end 
surpluses in fiscal years 2000 and 2001, the State applied $22 million in cash to the $34 million in projects authorized thereby 
reducing the fiscal year 2001 bond authorization to $12 million.  For fiscal year 2002, the Committee voted to recommend a 
maximum of $39 million as the prudent amount of debt to be authorized and the General Assembly authorized $39 million of 
general obligation bonds.  A total of $51 million of general obligation bonds was authorized, therefore, for fiscal years 2001 
and 2002.  This authorization was fully exhausted through the issuance of bonds in the fall of 2001.  For each fiscal year 
2003 and 2004, the Committee voted to recommend a maximum of $39 million and the General Assembly authorized $39 
million of general obligation bonds.  In fiscal year 2003, $3.2 million of the $39 million of general obligation bonds 
authorized by the General Assembly were not issued.  Such amount was reallocated by the General Assembly and was issued 
in fiscal year 2004 together with the $39 million of general obligation bonds authorized for fiscal year 2004, for a total of  
$42.2 million.  For fiscal year 2005, the Committee voted to recommend a maximum of $41 million and the General 
Assembly authorized $41 million of additional general obligation bonds, all of which were issued in fiscal year 2005.  For 
each of fiscal years 2006 and 2007, the Committee voted to recommend a maximum of $45 million and the General 
Assembly authorized $45 million of additional general obligation bonds.  Of the fiscal year 2007 $45 million authorization, 
$30 million of bonds are being offered hereby, and $15 million of bonds are expected to be offered in March 2007.  At its 
meeting in September 2006, the Committee voted to recommend a maximum of $49.2 million of general obligation bonds for 
fiscal year 2008. 

The following table sets forth, as of the dates indicated, the total amount of new debt authorized by the State. 

Total New Debt Authorization by Fiscal Year 

Fiscal Year Amount of Authorization (in Millions) 
1995 $60.9 
1996 50.0 
1997 42.8 
1998 42.9 
1999 39.0 
2000 39.0* 
2001 34.0* 
2002 39.0 
2003 39.0** 
2004 39.0** 
2005 41.0 
2006 45.0 
2007 45.0 
2008 49.2*** 

* Approximately $2 million of revenues were used to pay for capital projects authorized in fiscal year 2000 instead of the proceeds of 
bonds.  Approximately $22 million of revenues were used to pay for capital projects authorized in fiscal year 2001 instead of the 
proceeds of bonds.  This had the effect of reducing the authorized amount of bonds by $2 million in fiscal year 2000 (to $37 million) 
and by $22 million in fiscal year 2001 (to $12 million). 

** In fiscal year 2003, $3.2 million of the $39 million of general obligation bonds authorized by the Legislature were not issued.   The 
State issued such $3.2 million of general obligation bonds together with the $39 million of general obligation bonds previously 
authorized for fiscal year 2004, for a total of  $42.2 million principal amount of bonds issued in fiscal year 2004. 

*** Recommended by the Capital Debt Affordability Advisory Committee; subject to Legislative authorization. 
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Debt Service Requirements 

Set forth below is a schedule of the principal and interest requirements of all general obligation bonds of the State 
outstanding on June 30, 2006, exclusive of bonds that were refunded in advance of their scheduled maturities.  The Special 
Fund bonds are general obligation bonds issued to refund certain certificates of participation and a lease purchase agreement.  
This schedule does not reflect the issuance of the Bonds. 

STATE OF VERMONT 
Debt Service on General Obligation Bonds 

As of June 30, 2006 

GENERAL FUND  

Fiscal Year  Principal  Interest  Total  

End of Fiscal 
Year Debt 

Outstanding 
         

2007  $42,662,527  $21,884,651  $64,547,179  $373,198,161 
2008  40,924,332  20,283,017  61,207,348  332,273,830 
2009  40,124,793  18,855,584  58,980,376  292,149,037 
2010  37,123,738  17,250,763  54,374,501  255,025,299 
2011  34,487,137  15,896,112  50,383,249  220,538,162 
2012  33,037,141  11,438,231  44,475,372  187,501,021 
2013  29,191,318  9,185,465  38,376,783  158,309,703 
2014  29,058,060  8,172,346  37,230,406  129,251,643 
2015  21,709,245  5,522,119  27,231,364  107,542,398 
2016  18,604,245  4,568,838  23,173,083  88,938,154 
2017  15,724,245  3,790,828  19,515,073  73,213,909 
2018  13,438,008  3,241,472  16,679,480  59,775,900 
2019  12,572,180  2,525,231  15,097,411  47,203,720 
2020  10,827,180  2,005,389  12,832,569  36,376,540 
2021  10,922,180  1,513,827  12,436,007  25,454,360 
2022  8,242,180  1,048,514  9,290,694  17,212,180 
2023  6,362,180  724,815  7,086,995  10,850,000 
2024  4,300,000  445,250  4,745,250  6,550,000 
2025  4,300,000  250,750  4,550,750  2,250,000 
2026  2,250,000  56,250  2,306,250  0 
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TRANSPORTATION FUND 

Fiscal Year  Principal  Interest  Total  

End of Fiscal 
Year Debt 

Outstanding 
         

2007  $1,534,631  $553,320  $2,087,951  $10,593,526 
2008  1,505,224  489,672  1,994,895  9,088,303 
2009  1,494,275  417,885  1,912,160  7,594,028 
2010  1,448,483  346,812  1,795,295  6,145,545 
2011  1,450,915  277,384  1,728,300  4,694,630 
2012  1,435,576  206,439  1,642,015  3,259,054 
2013  653,637  136,160  789,797  2,605,417 
2014  652,060  107,574  759,634  1,953,357 
2015  390,755  81,294  472,049  1,562,602 
2016  290,755  65,209  355,964  1,271,846 
2017  290,755  52,729  343,484  981,091 
2018  191,992  39,855  231,847  789,100 
2019  157,820  31,919  189,739  631,280 
2020  157,820  25,606  183,426  473,460 
2021  157,820  19,293  177,113  315,640 
2022  157,820  12,981  170,801  157,820 
2023  157,820  6,510  164,330  0 

SPECIAL FUND 

Fiscal Year  Principal  Interest  Total  

End of Fiscal 
Year Debt 

Outstanding 
         

2007  $1,900,000  $594,835  $2,494,835  $10,105,000 
2008  1,985,000  510,850  2,495,850  8,120,000 
2009  2,090,000  405,675  2,495,675  6,030,000 
2010  2,205,000  294,715  2,499,715  3,825,000 
2011  840,000  186,225  1,026,225  2,985,000 
2012  480,000  145,950  625,950  2,505,000 
2013  505,000  123,150  628,150  2,000,000 
2014  530,000  98,910  628,910  1,470,000 
2015  560,000  72,940  632,940  910,000 
2016  590,000  45,500  635,500  320,000 
2017  320,000  16,000  336,000  0 
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Short-Term Debt 

The Treasurer is authorized to borrow on the credit of the State through the issuance of notes and tax exempt 
commercial paper (1) to pay expenses of government for which appropriations have been made but for which anticipated 
revenues have not been received, (2) for the purpose of defraying accumulated State deficits, (3) in anticipation of the receipt 
of State bond proceeds and (4) for paying costs of issuance of such obligations.  In addition, the Treasurer is authorized to 
enter into credit or liquidity facilities with respect to such obligations. 

The State Treasurer may with the approval of the Governor borrow from any fund including restricted funds to 
defray State Government expenses.  Such borrowing may be made twice per year:  first from fifteen days preceding to fifteen 
days following the State’s fiscal year end of June 30, and second from December 10 (or earlier if December 10 shall occur on 
a Friday or Saturday) to January 10 of the subsequent calendar year. 

The following table sets forth the maximum amounts of revenue anticipation borrowings outstanding at any date 
during each of the five most recent fiscal years and the amounts outstanding as of each fiscal year end.  Since 1998, the State 
has met its short term borrowing needs using revenue anticipation notes only, which notes have been paid in full and on time.  
In fiscal year 2005, the State obtained a bank line of credit in the amount of $20 million for systemic cash flow needs.  No 
borrowings were made under this line of credit.  The State had no line of credit or short-term borrowings in fiscal year 2006.  
The State has the ability to obtain a line of credit for fiscal year 2007 but currently anticipates no short-term borrowings for 
the fiscal year. 

 Revenue Anticipation Notes 
 ($ in Millions) 
    Fiscal Year Ended June 30 

 2002 2003 2004 2005 2006 
Maximum Outstanding During Fiscal Year None $75 $48 None None 
Outstanding at Fiscal Year End None None None None None 

 
 
Total Authorized Unissued Debt 

The State has issued all of the bonds authorized to be issued pursuant to Acts adopted prior to fiscal year 2006. 

Notwithstanding any provision of law, the State Treasurer is authorized to transfer unspent proceeds derived from 
the sale of State bonds or notes previously issued for additional projects authorized by the General Assembly; and the State 
Treasurer is further authorized to issue bonds or notes of the State to replenish such transferred funds for application to the 
original capital projects.  Under Section 954 of Title 32, the State Treasurer shall provide the Secretary of Administration 
with notification of any such transfers and shall provide the Chairpersons of the House and Senate Committees on Institutions 
with an annual report on all such transfers during the preceding fiscal year. 

Contingent Liabilities 

Vermont Economic Development Authority.  In 1974, the General Assembly created the Vermont Industrial 
Development Authority, renamed the Vermont Economic Development Authority in 1993 (“VEDA” or the “Authority”) 
transferring to it the functions and the responsibilities of the Vermont Industrial Building Authority, Industrial Park Authority 
and the Vermont Industrial Aid Board.  Each of the original entities was delegated a particular segment of industrial 
development.  The Authority was established as a body corporate and politic and a public instrumentality of the State.  The 
Authority is governed by a twelve-member board comprised of the State Treasurer, the Secretary of the Agency of 
Commerce and Community Development, the Secretary of Agriculture, Food and Markets of the State of Vermont, and nine 
persons appointed by the Governor with the advice and consent of the Senate. 

The Authority has the power to insure up to $15 million of mortgages made by lenders for the purchase of land and 
construction of industrial building facilities in the State, to finance machinery and equipment, and to provide working capital.  
The full faith and credit of the State is pledged to support these activities of the Authority.  As of June 30, 2006, the 
Authority had mortgage insurance contracts outstanding of $9,048,694. 

The Authority is authorized to reimburse lenders participating in the Vermont Financial Access Program for losses 
incurred on loans that the lender enrolls in the program.  The full faith and credit of the State is pledged in an amount equal to 
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the reserve premium deposited by the participating lenders for each enrolled loan, with the aggregate amount of credit that 
may be pledged not to exceed $2 million at any time.  The State’s contingent liability at June 30, 2006 was $917,216. 

Reserve Fund Commitments 

Vermont Municipal Bond Bank:  The Vermont Municipal Bond Bank (the “Bond Bank”) was established by the 
State in 1970 for the purpose of aiding governmental units in the financing of their public improvements by making available 
a voluntary, alternate method of marketing their obligations in addition to the ordinary competitive bidding channels.  By 
using the Bond Bank, small individual issues of governmental units can be combined into one larger issue that would attract 
more investors.  The Bond Bank is authorized to issue bonds in order to make loans to municipalities in the State through the 
purchase of either general obligation or revenue bonds of the municipalities.  The Bond Bank consists of five directors:  the 
State Treasurer, who is a director ex-officio, and four directors appointed by the Governor with the advice and consent of the 
Senate for terms of two years.  To date, the Bond Bank has issued 47 series of bonds (including refundings).  The principal 
amount of bonds outstanding as of June 30, 2006 was $477,070,000.  The Bond Bank’s outstanding bonds have been issued 
under two separate general bond resolutions, one adopted on May 3, 1988 (the “1988 resolution”) and one adopted on 
February 17, 1972 (the “1972 resolution”).  For bonds issued under the 1972 resolution, the Bond Bank is required to 
maintain a reserve fund at all times equal to the maximum annual debt service requirement.  For bonds issued under the 1988 
resolution, the Bond Bank is required to maintain a reserve fund equal to the lesser of: the maximum annual debt service 
requirement, 125% of average annual debt service, or 10% of the proceeds of any series of bonds.  The Bond Bank 
anticipates issuing all additional bonds under the 1988 resolution.  If the reserve funds have less than the required amount, the 
chair shall notify the Governor or Governor-elect of the deficiency.  The General Assembly is legally authorized but not 
legally obligated to appropriate money to maintain the reserve funds at their required levels.  Since the participating 
municipalities have always met their obligations on their bonds the State has never needed to appropriate any money to the 
reserve fund, and it is not anticipated that it will need to make an appropriation in the future. 

Vermont Housing Finance Agency:  The Vermont Housing Finance Agency was created by the State in 1974 for the 
purpose of promoting the expansion of the supply of funds available for mortgages on residential housing and to encourage 
an adequate supply of safe and decent housing at reasonable costs.  The Agency consists of nine commissioners, including 
ex-officio the Commissioner of Banking, Insurance, Securities and Health Care Administration, the State Treasurer, the 
Secretary of Commerce and Community Development, or their designees, and six commissioners to be appointed by the 
Governor with the advice and consent of the Senate for terms of four years.  The Agency is empowered to issue notes and 
bonds in an amount not to exceed $900,000,000 outstanding at any one time.  As of June 30, 2006, the Agency’s total 
outstanding indebtedness was $640,810,463. 

The Agency’s act requires the creation of debt service reserve funds for each issue of bonds or notes based on the 
Agency’s resolutions and in an amount not to exceed the “maximum debt service.”  Of the debt that the Agency may issue, 
up to $125,000,000 of principal outstanding may be backed by the moral obligation of the State, which means that the 
General Assembly is legally authorized but not legally obligated to appropriate money for any shortfalls in the debt service 
reserve funds for that debt.  If the reserve fund requirement for this debt has less than the required amount, under the act, the 
chairman of the Agency will notify the Governor or the Governor-elect, the president of the senate and the speaker of the 
house of the deficiency.  As of June 30, 2006, the principal amount of outstanding debt covered by this moral obligation was 
$95,205,000.  As of June 30, 2006, the debt service reserve fund requirement for this debt was $7,950,060, and the value of 
the debt service reserve fund was $8,292,827.  Since the Agency’s creation, it has not been necessary for the State to 
appropriate money to maintain this debt service reserve fund requirement. 

Vermont Economic Development Authority:  The Authority has established a commercial paper program to fund 
loans to local and regional development corporations and to businesses under certain programs.  The Authority’s commercial 
paper for these purposes is supported by a direct-pay letter of credit from a bank.  The direct-pay letter of credit is currently 
secured from various repayment sources, including a $21 million leverage fund held by a trustee and a debt service reserve 
fund pledge from the State in an amount of $70 million.  This debt service reserve pledge is based on a similar structure 
utilized by both the Vermont Municipal Bond Bank and the Vermont Housing Finance Agency as discussed above.  The 
amount of commercial paper outstanding under this program at June 30, 2006 was $64.6 million. 

Proposed Vermont Telecom Authority:  The Governor proposed in his 2007 state of the State message the creation 
of a Vermont Telecom Authority (“VTA”) to facilitate broadband and related access to an increased number of Vermonters.  
While it is expected that any associated debt of the VTA will not represent direct indebtedness of the State, the use of 
contingent debt in the amount of $40 million, employing a moral obligation pledge from the State, is currently part of the 
Governor’s proposed VTA program.  The proposal indicates that the State’s role through VTA would be a minority portion 
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of the overall initiative, which is expected to include both public and private funding sources.  The proposal is subject to the 
legislative process and the State cannot now predict what the final form of the legislation, if any, will be. 

PENSION PLANS 

The State maintains three statutory pension plans:  the Vermont State Teachers’ Retirement System, with 10,696 
active, 2,777 inactive, 759 terminated, vested and 4,879 retired members as of June 30, 2006; the Vermont State Employees’ 
Retirement System, which includes general State employees and State Police, with 8,288 active, 1,111 inactive, 805 
terminated, vested and 4,173 retired members as of June 30, 2006; and the Vermont Municipal Employees’ Retirement 
System, with 5,949 active, 2,075 inactive, 418 terminated, vested and 1,241 retired members as of June 30, 2006.  Each 
retirement system is serviced by an independent actuarial firm. 

Public Employee Retirement Systems Defined Benefit Plans 
Analysis of Funding Progress Using GASB Statement No. 25 

($ in thousands) 

 

Actuarial 
Valuation 

Date 

Actuarial 
Value of 
Assets 

Actuarial 
Accrued 
Liability 
(AAL) 

Unfunded
AAL 

(UAAL) 
Funded 
Ratio 

Covered 
Payroll 

UAAL as a 
Percent of 
Covered 
Payroll 

Vermont State 
Employees’ 
Retirement System        
 6/30/01 $  954,821 $1,026,993 $  72,172 93.0% $278,507 25.9% 
 6/30/02 990,450 1,017,129 26,679 97.4 300,994 8.9 
 6/30/03 1,025,469 1,052,004 26,535 97.5 319,855 8.3 
 6/30/04 1,081,359 1,107,634 26,275 97.6 336,615 7.8 
 6/30/05 1,148,908 1,174,796 25,888 97.8 349,225 7.4 
 6/30/06* 1,223,323 1,232,367 9,044 99.3 369,310 2.4 
        
Vermont State Teachers’ 
 Retirement System        
 6/30/01 $1,116,846 $1,254,341 $137,496 89.0% $403,258 34.1% 
 6/30/02 1,169,294 1,307,202 137,908 89.5 418,904 32.9 
 6/30/03 1,218,001 1,358,822 140,821 89.6 437,239 32.2 
 6/30/04 1,284,833 1,424,662 139,829 90.2 453,517 30.8 
 6/30/05 1,354,006 1,492,150 138,144 90.7 486,872 28.4 
 6/30/06* 1,427,393 1,686,502 259,108 84.6 499,044 51.9 
        
Vermont Municipal 
Employees’ Retirement 
System        
 6/30/01 $177,928 $158,786 ($19,142) 112.1% $101,873 (18.8%) 
 6/30/02 193,278 176,109 (17,169) 109.7 106,986 (16.0) 
 6/30/03 222,854 218,533 (4,321) 102.0 126,216 (3.4) 
 6/30/04 232,890 225,092 (7,798) 103.5 135,351 (5.8) 
 6/30/05 259,076 248,140 (10,936) 104.4 146,190 (7.5) 
 6/30/06 288,347 276,552 (11,795) 104.3 148,815 (7.9) 

 
Source:  Annual Actuarial Valuation Reports 
*The System’s funding method was changed from Entry Age Normal with Frozen Initial Liability to Entry Age Normal effective with the 
2006 actuarial valuation. 

The following tables set forth the total assets, amount of employee and employer contributions, net investment 
income, and disbursements including benefit payments, refunds on death and refunds plus interest on withdrawals, for the 
Vermont State Teachers,’ Vermont State Employees’ and Vermont Municipal Employees’ Retirement Systems defined 
benefit plans for fiscal year 1996 through fiscal year 2006, inclusive. 
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Vermont State Teachers’ Retirement System Defined Benefit Plan1 

Year Ended 
June 30 

Total Assets 
at Market 

Employee 
Contributions 

Employer 
Contributions  Net Investment Income2 Disbursements 

2006 $1,430,822,223 $21,884,140 $24,446,282 $130,835,585 $81,056,808 
2005 1,333,532,418 21,158,452 24,446,282 115,058,694 73,154,820 
2004 1,245,650,105 21,088,345 24,446,282 166,325,045 65,586,721 
2003 1,099,109,824 18,820,703 20,446,282 52,506,838 59,619,320 
2002 1,090,866,255 18,073,548 20,448,248 (56,937,537) 54,266,491 
2001 1,154,185,392 16,350,020 19,143,827 (38,810,722) 48,929,303 
2000 1,207,519,089 15,747,082 18,586,240 90,583,761 44,632,926 
1999 1,159,656,713 15,684,409 18,080,000 105,919,955 38,879,837 
1998 1,021,729,143 14,597,611 18,080,000 144,785,913 36,139,629 
1997 900,736,475 14,329,170 18,080,000 161,620,196 33,586,667 
1996 703,392,428 13,834,709 11,480,000 45,679,843 34,086,306 

Vermont State Employees’ Retirement System Defined Benefit Plan1 

Year Ended 
June 30 

Total Assets 
at Market 

Employee 
Contributions 

Employer 
Contributions Net Investment Income2 Disbursements 

2006 $1,219,616,872 $14,561,467 $36,866,451 $115,146,415 $68,376,126 
2005 1,120,247,149 15,112,105 36,493,435 90,452,723 63,516,893 
2004 1,040,927,987 13,716,264 26,645,619 138,426,552 56,322,704 
2003 917,711,810 12,171,186 24,394,933 40,435,216 53,795,326 
2002 975,195,519 11,723,858 23,788,282 (55,362,596) 51,373,166 
2001 1,084,280,086 10,845,315 19,548,598 (78,694,636) 48,176,511 
2000 1,176,318,988 8,628,317 19,012,608 113,121,773 45,843,848 
19993 1,066,254,319 8,174,412 23,059,182 77,622,035 60,636,039 
1998 958,998,101 7,427,456 23,752,988 140,574,272 37,408,346 
1997 842,579,617 7,050,071 24,123,075 143,867,034 35,377,546 
1996 638,674,000 7,165,566 19,614,590 62,764,697 30,796,536 

 

1 Source: Annual Actuarial Valuation Report and Comprehensive Annual Financial Reports. 
2 Net Investment Income is presented in accordance with GASB 25 beginning June 30, 1997.  Prior to June 30, 1997, the Net Investment Income does not include unrealized 

gains and losses. 
3 June 30, 1999 State Employees’ Retirement System includes transfers to a newly created Defined Contribution Plan for exempt employees.   
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Vermont Municipal Employees’ Retirement System Defined Benefit Plan1  

Year Ended 
June 30 

Total Assets 
at Market 

Employee 
Contributions 

Employer 
Contributions 

Net Investment 
Income2 Disbursements 

2006 $293,298,875 $8,744,718 $7,926,436 $27,697,371 $9,765,131 
2005 258,466,735 7,404,119 8,058,810 18,165,860 8,350,089 
2004 232,889,559 6,507,268 7,114,813 27,271,821 7,624,175 
2003 197,420,5103  5,000,479 5,707,184 2,630,247 6,233,647 
2002 200,880,056 4,412,699 4,941,465 (2,884,622) 5,877,465 
20014 195,169,272 4,066,523 4,571,993 (506,729) 9,215,493 
2000 197,020,268 4,414,961 4,788,671 8,624,104 4,357,654 
1999 158,723,203 3,574,005 3,960,602 19,618,932 3,862,374 
19985 135,323,847 3,311,019 3,714,140 22,863,273 4,809,235 
1997 110,145,785 3,220,930 3,541,693 18,486,921 3,320,060 
1996 86,949,200 3,121,356 3,365,821 3,362,091 3,360,160 

 

                                                 
1  Source:  Annual Actuarial Valuation Reports and Comprehensive Annual Financial Reports. 
2  Net Investment Income is presented in accordance with GASB 25 beginning June 30, 1997.  Prior to June 30, 1997, the Net Investment Income does not include unrealized 

gains and losses. 
3 Two large municipalities joined the Vermont Municipal Employees’ Retirement System during fiscal year 2003 and transferred in existing assets totaling over $6.0 million to 

cover partial liability for past service. 
4  June 30, 2001 Vermont Municipal Employees’ Retirement System includes transfers to a newly created Defined Contribution Plan. 
5  Disbursements for June 30, 1998 in the Vermont Municipal Employee’s Retirement System were significantly higher due to the withdrawal from the system of the 

community of Stowe.   
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The State appropriates funding for pension costs associated with its two major retirement plans, the 
Vermont State Employees’ Retirement System (VSERS) and the Vermont State Teachers’ Retirement System 
(VSTRS), covering substantially all State employees and teachers, respectively.  In fiscal years prior to 1982, both 
systems were solely contributory.  Under legislation effective July 1, 1981, Vermont State employees and State 
teachers could elect to transfer their current memberships from a contributory to a non-contributory membership 
class. In 1990, however, the Legislature again made both systems contributory, the Vermont State Teachers’ 
Retirement System effective July 1, 1990 and the Vermont State Employees’ Retirement System effective January 1, 
1991.  The State’s contributions to each system are based on percentage rates of each member’s annual earnable 
compensation.  These rates include a “normal contribution” rate and an “accrued liability contribution” rate and are 
fixed on the basis of the liabilities of the systems as shown by actuarial valuations.  Present law provides that the 
VSERS system unfunded accrued liabilities shall be amortized over 30 years beginning July 1, 1988.  The VSTRS 
system unfunded liabilities shall be amortized over a  30 year period beginning July 1, 2006, as discussed below. 

There is also a Vermont Municipal Employees’ Retirement System that was established effective July 1, 
1975.  Prior to July 1, 1987, the State was statutorily responsible for contributions to the system’s pension 
accumulation fund.  Effective July 1, 1987 and thereafter, all payments to the system’s pension accumulation fund 
are supported entirely by employer (municipal) and employee contributions.  Employers pay monthly into the 
pension accumulation fund percentages of the annual earnable compensation of each membership group as “normal” 
contributions and “accrued liability” contributions.  The percentage rates of such contributions are fixed on the basis 
of the liabilities of the system pursuant to actuarial valuations. 

In fiscal years 2003, 2004 and 2005, the final actuarially required contributions were $28.3 million, $41.7 
million and $47.7 million, respectively, while State appropriations remained level funded at approximately $20.5 
million in each year.  An additional $4.0 million was contributed for each of fiscal years 2004 and 2005 as a result 
of a revenue surplus received by the State.  The 2003, 2004 and 2005 appropriations were made prior to a recent 
completion of an actuarial study following the end of fiscal year 2003, which had more conservative investment and 
experience assumptions than prior studies, and which had the effect of raising actuarially required contributions.  
The Legislature increased the fiscal year 2006 base appropriation for VSTRS by $4.0 million to approximately 
$24.5 million. 

The 2005 General Assembly created the Commission on Funding the State Teachers’ Retirement System 
(Commission) to make recommendations for funding an adequate, sustainable, and actuarially sound retirement 
benefit plan.  The Commission published its recommendations in December 2005 for consideration by the 
Legislature in the session beginning in 2006.  One of the recommendations focused on the actuarial method to be 
used to determine the actuarial unfunded liability.  The actuarial method for both the VSTRS and the VSERS plans 
are set by State statute.  While the Commission focused on the issues related to VSTRS, the recommended actuarial 
change was enacted into law and applied to both VSERS and VSTRS.  

Through fiscal year 2005 the actuarial method used was the entry age normal (EAN) with frozen initial 
liability (FIL).  The Legislature has enacted a statutory change to revise the method to entry age normal without FIL 
for the actuarial valuation for the year ending June 30, 2006 and thereafter, which effectively restated the starting 
balance of the actuarial unfunded liability.  Under the previous method, the unfunded liability was frozen at 1988 
levels.  Any impact of underfunding subsequent to the “freezing” of the liability in 1988 falls to normal cost instead 
of being added to the unfunded liability as in more conventional funding methods.  

In the case of VSTRS, where prior to fiscal year 2007 there had been substantial underfunding of the 
actuarially annual required contribution (ARC), the use of the EAN-FIL method had the effect of creating an 
improving funded ratio although the total required contribution (sum of the amortized unfunded actuarial accrued 
liability and normal) rapidly escalated.  The unfunded actuarial accrued liability is amortized in a deterministic 
manner under the FIL method, making it easy for the ratio to rise from one year to the next even in the presence of 
substantial underfunding.  The shift to the EAN method therefore has had the effect of increasing the actuarially 
unfunded liability and reducing the normal contribution.  The State believes that this is a more accurate indicator of 
actuarial funding progress, and it is, in fact, the predominant method used by public retirement systems.    

Two additional material changes, based on the Commission’s recommendations, impact the VSTRS 
valuation completed for June 30, 2006.  The actuarial assumed rate of return for investments was raised by 0.25 
percentage points to 8.25%.  This reflects the beneficial effects of the Vermont Pension Investment Committee’s 
unified pension fund investment process and was recommended by the Commission and adopted by the VSTRS 
Board of Trustees.  In addition to the recommendation to remove the FIL portion of the method and to revise the rate 
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of return assumption, the Commission also recommended, and the Legislature adopted, a change in the amortization 
of the unfunded liability.  The 30-year period for amortization of the unfunded actuarial accrued liability has been 
restarted effective June 1, 2006 for VSTRS. 

With respect to funding, the application of the above changes resulted in a VSTRS ARC of $38.2 million 
for fiscal year 2007.  The Legislature fully funded the ARC in 2007 by increasing the base appropriation by an 
additional $5.0 million to approximately $29.4 million and by using one-time General Fund surplus revenues of $7.8 
million combined with an estimated $1.2 million of Medicare D reimbursement funds.  The State Appropriations 
Bill, as enacted into law included the following provision:  “Pursuant to the recommendations of the 2005 
commission on funding the Vermont state teachers’ retirement system, it is the intent of the general assembly to 
appropriate the actuarially required contributions necessary to fund an adequate, sustainable, and actuarially sound 
retirement benefit plan for Vermont teachers by combining annual increases in base spending and surplus revenues 
as they may be available, so that the full actuarial recommendation will be funded in base appropriations by fiscal 
year 2010.”  

The State established an optional defined contribution plan for exempt State employees effective January 1, 
1999.  Over 800 eligible employees had a one-time, irrevocable option of transferring the actuarial value of their 
accrued benefit from the defined benefit to the defined contribution plan on January 1, 1999.  The actuarial 
calculations were performed on a cost-neutral basis so that the accrued balances and liabilities were equivalent.  374 
exempt employees elected to transfer to the defined contribution plan, representing approximately 45% of the 
eligible population.  Assets totaling $21 million were transferred from the defined benefit plan to the defined 
contribution plan as a result of the election on January 4, 1999.  As the attendant decrease in liabilities in the defined 
benefit plan was equal to $21 million, there was no material effect on the financial health of the defined benefit 
system resulting from the transfer.  Exempt employees hired after January 1, 1999 have a one-time opportunity to 
elect either the defined benefit or the defined contribution plan.  As of June 30, 2006, the Vermont State Defined 
Contribution Plan’s net assets totaled  $35,643,945 and there were 592 participants. 

The Legislature granted authority to the Vermont Municipal Employees’ Retirement System’s Board of 
Trustees to establish a defined contribution plan that may be offered in lieu of the defined benefit plan currently 
available under the Municipal Retirement System.  The plan was made available to new members effective 
July 1, 2000.  The defined contribution plan may be offered by municipal employers to one or more groups of 
eligible employees.  Once offered by the employer, each eligible employee is required to make an election to 
participate. 

Sixty-one municipalities chose to offer the defined contribution plan to their employees in 2000. Eighty-
one employees elected the defined contribution plan and transferred the actuarial value of their accrued benefits 
totaling $3.3 million on July 1, 2001.  Employers that did not offer the defined contribution plan to their employees 
by December 31, 1999 have an opportunity to do so by December 31 of any subsequent year, with transfer effective 
the following July 1.  An additional 20 municipalities chose to offer the plan prior to December 31 of 2000 and 
$656,125 was transferred on behalf of 262 employees who chose the plan.  For fiscal year ending June 30, 2006, 
plan participants and the municipalities each contributed $510,412 and $510,349, respectively, while members 
transferred $234,566 into the defined contribution plan from other pension plans and non-state systems.  As of June 
30, 2006, the Municipal Employees’ Defined Contribution Plan’s net assets totaled $10,344,220 and there were 527 
participants. 

Other Post-Employment Benefits 

Recently adopted rules (GASB Statement Nos. 43 and 45) by the Governmental Accounting Standards 
Board covering non-pension post-employment benefits, primarily health insurance, present financial and disclosure 
considerations for the State of Vermont beginning in fiscal year 2008.  For the first time, public sector entities will 
be expected to report the future costs of these benefits on their balance sheets.  The standards do not require pre-
funding such benefits, but the basis applied by the standards for measurement of costs and liabilities for these 
benefits is more conservative, and therefore will result in larger yearly cost and liability accruals, if they are funded 
on a pay-as-you-go basis—as they presently are in Vermont and in many other jurisdictions—and not pre-funded in 
the same manner as traditional pension benefits. 

The State’s independent actuary has prepared initial valuations of the health care benefit liabilities for both 
VSERS and VSTRS as of June 30, 2006.  The Vermont Municipal Employees’ Retirement System (VMERS), a 
cost-sharing, multiple-employer public employees’ retirement system, is administered by the State but has no 
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associated state health care benefit or liability.  Component units and authorities of the State will perform their own 
valuation as the State does not assume the risk or financial burden for their health care costs. 

The reports provide funding estimates if the State adopted the standards a year early as a means of 
measuring the scope of the liability.  Both the VSERS and VSTRS reports present two separate calculations of the 
State’s Other Post-Employment Benefit (OPEB) liability, depending on whether the liability would be prefunded or 
remain on a pay-as-you-go basis.  For VSERS, assuming no prefunding, the actuarial accrued liability for OPEB 
obligations earned through June 30, 2006 is $552.2 million.  To fully amortize this liability over a 30-year period 
utilizing an amortization with installments increasing at a rate of 5.0% per year would require an annual required 
contribution (ARC) commencing at $40.9 million for fiscal year 2007 and projected to increase to $178.6 million in 
fiscal year 2036.  If, however, prefunding is assumed, the actuarial accrued liability is reduced to $303.5 million and 
the ARC is calculated to commence at $25.3 million for fiscal year 2007 and projected to increase to $108.3 million 
for fiscal year 2036.  Upon retirement of the unfunded accrued liability, the projected normal cost in fiscal year 2037 
on a prefunding basis is $49.8 million.  As current expected benefit payments approximate $15.0 million, the initial 
expected increase in annual cost to fund the benefit is $10.3 million (fiscal year 2007 projected prefunding ARC of 
$25.3 million less fiscal year 2007 current payments of $15.0 million).  

For VSTRS, assuming no prefunding, the actuarial accrued liability for OPEB obligations earned through 
June 30, 2006 is $952.5 million.  To fully amortize this liability over a 30-year period utilizing an amortization with 
installments increasing at a rate of 5.0% per year would require an ARC commencing at $76.1 million for fiscal year 
2007 and projected to increase to $333.2 million in fiscal year 2036.  If, however, prefunding is assumed, the 
actuarial accrued liability is reduced to $414.3 million and the ARC is calculated to commence at $35.4 million for 
fiscal year 2007 and projected to increase to $151.7 million for fiscal year 2036.  Upon retirement of the unfunded 
accrued liability, the projected normal cost in fiscal year 2037 on a prefunding basis is $69.6 million.  As current 
expected benefit payments approximate $13.3 million, the initial expected increase in annual cost to fund the benefit 
is $22.1 million (fiscal year 2007 projected prefunding ARC of $35.4 million less fiscal year 2007 current payments 
of $13.3 million).  

In making these calculations, the independent actuarial firm utilized employee data and premium 
information provided by the State and assumed annual medical care inflation growth initially at 8.0% for fiscal year 
2007, declining to 7% for 2008, 6% for 2009 and 5% thereafter.  The valuations also assumed continuation of 
current benefit levels and current retiree contribution requirements.  The actuarial cost method used is projected unit 
credit. 

The difference between the value of prefunded and pay-as-you-go OPEB liabilities is due to the discount 
rate used in the calculation.  In the absence of prefunding, the discount rate must approximate the State’s rate of 
return on non-pension, liquid investments over the long term, estimated at 3.75%.  In the event of prefunding, the 
discount rate would increase to a return on long-term investments consistent with the respective pension funds, 
estimated at 8.0% for VSERS and 8.25% for VSTRS.  In order to treat its OPEB liabilities as prefunded, the State 
would have to enact legislation providing for the deposit of annual contributions in an irrevocable trust, in the 
manner similar to the pension funds. 

The State has not yet made any decision on when or how it will fund the full ARC although it has taken 
several steps.  In fiscal year 2007, an irrevocable trust was established by statute to be administered by the State 
Treasurer for the purpose of accumulating and providing reserves to fund retiree postemployment benefits for 
members of the VSERS, excluding pensions and benefits otherwise appropriated by statute.  All funds remitted to 
the State as a subsidy on behalf of the members of the VSERS for employer-sponsored qualified prescription drug 
plans pursuant to the Medicare Prescription Drug Improvement and Modernization Act of 2003 will be deposited 
into this fund, as well as any appropriations by the Legislature to fund retiree postemployment benefits for members 
of the VSERS.  The State Treasurer was authorized by the Legislature and contracted with an independent expert to 
review, evaluate, and make recommendations on pension and retiree health plan provisions and design, as well as 
benefit and contribution levels, for the Vermont state employees’ and teachers’ systems, including health care.  
Recommendations will be considered by the fiscal year 2007 General Assembly. 
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LABOR RELATIONS 

As of June 30, 2006, there were 8,310 employees in the executive branch of State government.  This figure 
includes both classified and exempt positions.  Seasonal work force needs affect the number of temporary 
employees.  Therefore, they are not included in the number of employees. 

The State’s classified employees in certified bargaining units are represented by the Vermont State 
Employees’ Association (VSEA).  The State’s current contract with VSEA, which began on July 1, 2005 and 
expires on June 30, 2007, provides cost of living adjustments for most of the State’s classified employees of 2.0% 
effective July 10, 2005 and 2.0% effective July 9, 2006 in addition to traditional longevity-based salary increases 
(steps), which represent an average cost of 1.98% per year.  The contract also contains a livable wage provision that 
provides additional quarterly lump sum cash payments to those employees whose annualized salaries are less than 
$18,720.  Each quarterly payment is equal to one-fourth of the difference between the employees’ annualized base 
salary at the start of the calendar quarter and $18,720. 

LITIGATION 

The State, its agencies, officials and employees are defendants in numerous lawsuits involving funding for 
social welfare programs, civil rights, public education funding, breach of contract and negligence.  The Attorney 
General is unable to predict the ultimate outcome of the majority of these suits, some of which seek recovery of 
monetary damages of unspecified amounts.  See “CERTIFICATES OF STATE OFFICERS – Absence of 
Litigation” for a discussion of the Attorney General’s certificate regarding litigation affecting the Bonds. 

TAX MATTERS 

In the opinion of Edwards Angell Palmer & Dodge LLP, Bond Counsel to the State of Vermont (“Bond 
Counsel”), based upon an analysis of existing laws, regulations, rulings, and court decisions, and assuming, among 
other matters, compliance with certain covenants, interest on the Bonds is excluded from gross income for federal 
income tax purposes under Section 103 of the Internal Revenue Code of 1986 (the “Code”).  Bond Counsel is of the 
further opinion that interest on the Bonds is not a specific preference item for purposes of the federal individual or 
corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted 
current earnings when calculating corporate alternative minimum taxable income.   

Bond Counsel is also of the opinion that, under existing law, interest on the Bonds is exempt from State of 
Vermont personal income taxes and State of Vermont corporate income taxes.  Bond Counsel has not opined as to 
other State of Vermont tax consequences arising with respect to the Bonds.  Bond Counsel also has not opined as to 
the taxability of the Bonds or the income therefrom under the laws of any state other than State of Vermont.  A 
complete copy of the proposed form of opinion of Bond Counsel is set forth in Appendix C hereto.   

To the extent the issue price of any maturity of the Bonds is less than the amount to be paid at maturity of 
such Bonds (excluding amounts stated to be interest and payable at least annually over the term of such Bonds), the 
difference constitutes “original issue discount,” the accrual of which, to the extent properly allocable to each 
Beneficial Owner thereof, is treated as interest on the Bonds which is excluded from gross income for federal 
income tax purposes and is exempt from State of Vermont personal income taxes and State of Vermont corporate 
income taxes.  For this purpose, the issue price of a particular maturity of the Bonds is the first price at which a 
substantial amount of such maturity of the Bonds is sold to the public (excluding bond houses, brokers, or similar 
persons or organizations acting in the capacity of underwriters, placement agents or wholesalers).  The original issue 
discount with respect to any maturity of the Bonds accrues daily over the term to maturity of such Bonds on the 
basis of a constant interest rate compounded semiannually (with straight-line interpolations between compounding 
dates).  The accruing original issue discount is added to the adjusted basis of such Bonds to determine taxable gain 
or loss upon disposition (including sale, redemption, or payment on maturity) of such Bonds.  Beneficial Owners of 
the Bonds should consult their own tax advisors with respect to the tax consequences of ownership of Bonds with 
original issue discount, including the treatment of purchasers who do not purchase such Bonds in the original 
offering to the public at the first price at which a substantial amount of such Bonds is sold to the public. 

The Code imposes various requirements relating to the exclusion from gross income for federal income tax 
purposes of interest on obligations such as the Bonds.  Failure to comply with these requirements may result in 
interest on the Bonds being included in gross income for federal income tax purposes, possibly from the date of 
original issuance of the Bonds.  The State has covenanted to comply with such requirements to ensure that interest 
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on the Bonds will not be included in federal gross income.  The opinion of Bond Counsel assumes compliance with 
these requirements.  Bond Counsel has not undertaken to determine (or to inform any person) whether any actions 
taken (or not taken) or events occurring (or not occurring) after the date of issuance of the Bonds may adversely 
affect the value of, or the tax status of interest on, the Bonds.  Further, no assurance can be given that any pending, 
proposed or future legislation, including amendments to the Code, if enacted into law, or any regulatory or 
administrative development with respect to existing law, will not adversely affect the value of, or the tax status of 
interest on, the Bonds.  Prospective Beneficial Owners are urged to consult their own tax advisors with respect to 
proposals to restructure the federal income tax. 

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross income for 
federal income tax purposes and is exempt from State of Vermont personal income taxes and State of Vermont 
corporate income taxes, the ownership or disposition of, or the accrual or receipt of interest on, the Bonds may 
otherwise affect a Bondholder’s federal or state tax liability.  Among other possible consequences of ownership or 
disposition of, or the accrual or receipt of interest on the Bonds, the Code requires recipients of certain social 
security and certain railroad retirement benefits to take into account receipts or accruals of interest on the Bonds in 
determining the portion of such benefits that are included in gross income.  The nature and extent of all such other 
tax consequences will depend upon the particular tax status of the Bondholder or the Bondholder’s other items of 
income or deduction.  Bond Counsel expresses no opinion regarding any such other tax consequences, and 
Bondholders should consult with their own tax advisors with respect to such consequences. 

FINANCIAL ADVISOR 

Government Finance Associates, Inc., New York, New York, serves as independent financial advisor to the 
State on matters relating to debt management.  In its capacity as financial advisor to the State, Government Finance 
Associates, Inc. has read and participated in the preparation of certain portions of this Official Statement.  
Government Finance Associates, Inc. is a financial advisory and consulting organization and is not engaged in the 
business of underwriting, marketing or trading municipal securities or any other negotiated instruments. 

COMPETITIVE SALE OF BONDS 

After competitive bidding on February 13, 2007, the Bonds were awarded to Citigroup Global Markets Inc.                    
(the “Underwriter”).  The Underwriter has supplied the information as to the public offering yield or prices of the 
Bonds set forth on the cover hereof.  The Underwriter has informed the State that if all of the Bonds are resold to the 
public at those yields or prices, they anticipate the total Underwriter’s compensation to be $140,400.00.  The 
Underwriter may change the public offering yields or prices from time to time. 

RATINGS 

The State has received ratings of “AA+,” “Aaa” and “AA+” from Fitch Inc., Moody’s Investors Service 
and Standard & Poor’s Ratings Services, a Division of The McGraw-Hill Companies, Inc. (each, a “Rating 
Agency”), respectively on the Bonds.  The State furnished each Rating Agency with certain information and 
materials concerning the Bonds and the State.  Generally, each Rating Agency bases its rating on such information 
and materials and also on such investigations, studies and assumptions that it may undertake independently.  There 
is no assurance that such rating will continue for any given period of time or that such rating may not be suspended, 
lowered or withdrawn entirely by such Rating Agency if, in its judgment, circumstances so warrant. Any 
explanation of the significance of the ratings may be obtained only from each respective Rating Agency. 

LEGAL MATTERS 

All legal matters incidental to the authorization and issuance of the Bonds by the State are subject to the 
approval of Edwards Angell Palmer & Dodge LLP, Boston, Massachusetts, Bond Counsel, whose opinion 
approving the validity and tax-exempt status of the Bonds will be delivered with the Bonds.  A copy of the proposed 
form of opinion is attached hereto as Appendix C (subject to the matters discussed under “TAX MATTERS” 
above). 
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CERTIFICATES OF STATE OFFICERS 

Absence of Litigation 

Upon delivery of the Bonds, the State will furnish certificates of the Treasurer and Attorney General of the 
State, dated the date of delivery of the Bonds, to the effect that there is no litigation of any nature pending or to the 
best of each officer’s knowledge, threatened to restrain or enjoin the issuance or delivery of the Bonds, or in any 
way contesting or affecting the validity of the Bonds or any of the proceedings taken with respect to the issuance 
and sale thereof, or the levy or collection or enforcement of any taxes to pay principal of or interest on the Bonds. 

The Governor’s and Treasurer’s Certificate 

Upon delivery of the Bonds, the State shall furnish a certificate, dated the date of delivery of the Bonds, 
signed by the Governor and the Treasurer of the State, certifying that to the best of their knowledge this Official 
Statement, as of the date of this Official Statement and as of the date of delivery of the Bonds, does not contain any 
untrue statement of a material fact or omit to state any material fact necessary to make the statements herein, in light 
of the circumstances under which they were made, not misleading. 

CONTINUING DISCLOSURE AGREEMENT 

The State has covenanted for the benefit of the owners of the Bonds to provide certain financial information 
and operating data relating to the State by not later than within one year following the end of the State’s fiscal year, 
(the “Annual Report”), and to provide notices of the occurrence of certain enumerated events, if material.  The 
Annual Report will be filed by the State with each Nationally Recognized Municipal Securities Information 
Repository (the “NRMSIRs”).  The notices of material events will be filed by the State with the Municipal Securities 
Rulemaking Board.  The specific nature of the information to be contained in the Annual Report or the notices of 
material events is summarized below in Appendix B hereto, “Form of Continuing Disclosure Agreement.”  These 
covenants have been made in order to assist the purchasers in complying with S.E.C. Rule 15c2-12(b)(5) (the 
“Rule”).  Pursuant to existing continuing disclosure agreements, the State has filed the annual information required, 
although the State’s filing of such information for fiscal year 2001 was not within the time period required by such 
continuing disclosure agreements.  For fiscal year 2002, the State satisfied its covenant with respect to continuing 
disclosure by sending notice to the NRMSIRs that it was unable to provide the fiscal year 2002 annual report by 
June 30, 2003.  The State’s fiscal year 2002 annual report was sent to the NRMSIRs on January 6, 2004.  For fiscal 
year 2003, the State satisfied its covenant with respect to continuing disclosure by sending notice to the NRMSIRs 
that it was unable to provide the fiscal year 2003 annual report by June 30, 2004.  The State’s fiscal year 2003 
annual report was sent to the NRMSIRs on December 28, 2004.  The State’s fiscal year 2004 annual report was sent 
to the NRMSIRs on April 12, 2005.  The State’s fiscal year 2005 annual report was sent to the NRMSIRs on January 
19, 2006.  The State’s fiscal year 2006 annual report will be sent to the NRMSIRs following the sale of the Bonds. 

ADDITIONAL INFORMATION 

The Commissioner of Finance and Management reports on the financial conditions for the State including 
its operations and balances, receipts, and disbursements of the various funds in the Annual Financial Report.  In 
addition, the State regularly receives reports from consultants, commissions, and special task forces relating to 
various aspects of the State’s financial affairs, including capital projects, State and local services, taxation, revenue 
estimates, pensions, and other matters. 

Additional information may be obtained upon request from the office of the State Treasurer, Hon. George 
B. “Jeb” Spaulding, Pavilion Building, 109 State Street, Montpelier, Vermont 05609-6200, telephone: (802) 828-
2301 or from Mr. J. Chester Johnson, Chairman, Government Finance Associates, Inc., 590 Madison Avenue, 21st 
Floor, New York, New York 10022, Telephone: (212) 521-4090. 

It is the current policy of the State to provide copies of the General Obligation Bond Law, prior Official 
Statements of the State and the State’s annual financial reports upon request.  The State reserves the right at any time 
to change this policy to comply with law or for any other reason. 

Several discussions throughout this Official Statement are based, in part, on projections and forward 
looking statements related to fiscal year 2007 and subsequent years.  No assurance can be given that the budget, the 
revenue and expenditure estimates or the forward-looking statements discussed will be realized.  The accuracy of the 
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budget, the revenue and expenditure estimates and forward statements related to fiscal years 2007 and 2008 cannot 
be verified until after the close of the fiscal year.  In addition the accuracy of all projections and forward statements 
is dependent on a number of factors including (1) general economic factors that affect local source revenues such as 
individual income taxes and sales and use taxes, (2) general factors that affect the United States economy and the 
State economy, and (3) the accuracy of data relating to employment, inflation and income growth in the United 
States and in the State. 

Any statements in the Official Statement involving matters of opinion or estimates, whether or not 
expressly so stated, are intended as such and not as representations of fact.  No representation is made that any of 
such statements will be realized.  This Official Statement is not to be construed as a contract or agreement between 
the State and the purchasers or holders of any of the Bonds. 
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This Official Statement is submitted only in connection with the sale of the Bonds by the State and may not 
be reproduced or used in whole or in part for any other purpose. 

By: /s/ James H. Douglas  
Governor 

By: /s/ George B. “Jeb” Spaulding  
Treasurer 

Dated:  February 13, 2007 
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APPENDIX A 

STATE OF VERMONT’S ANNUAL FINANCIAL REPORT 
FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

 The information in this Appendix A includes pages 12 through 116 of the State of Vermont’s 
Comprehensive Annual Financial Report (“CAFR”) for the fiscal year ended June 30, 2006.  The entire CAFR is 
available from Finance & Management’s website at http://finance.state.vt.us/Fin%20Publications/2006_cafr.pdf.        
 



  

[THIS PAGE INTENTIONALLY LEFT BLANK] 





A-2



A-3



A-4



A-5



A-6



A-7



A-8



A-9



A-10



A-11



A-12



A-13



A-14



A-15



THIS PAGE INTENTIONALLY LEFT BLANK 

A-16



A-17



THIS PAGE INTENTIONALLY LEFT BLANK 

A-18



A-19



A-20



A-21



A-22



A-23



THIS PAGE INTENTIONALLY LEFT BLANK 

A-24



A-25



A-26



A-27



A-28



THIS PAGE INTENTIONALLY LEFT BLANK 

A-29



A-30



A-31



A-32



A-33



A-34



A-35



A-36



A-37



A-38



A-39



THIS PAGE INTENTIONALLY LEFT BLANK 

A-40



A-41



A-42



A-43



THIS PAGE INTENTIONALLY LEFT BLANK 

A-44



A-45



A-46



A-47



THIS PAGE INTENTIONALLY LEFT BLANK 

A-48



A-49



A-50



A-51



A-52



A-53



A-54



A-55



A-56



A-57



A-58



A-59



A-60



A-61



A-62



A-63



A-64



A-65



A-66



A-67



A-68



A-69



A-70



A-71



A-72



A-73



A-74



A-75



A-76



A-77



A-78



A-79



A-80



A-81



A-82



A-83



A-84



A-85



A-86



A-87



A-88



A-89



A-90



A-91



A-92



A-93



A-94



A-95



A-96



A-97



A-98



A-99



A-100



A-101



A-102



A-103



A-104



A-105



THIS PAGE INTENTIONALLY LEFT BLANK 

A-106



 

 

APPENDIX B 

FORM OF CONTINUING DISCLOSURE AGREEMENT  



  

[THIS PAGE INTENTIONALLY LEFT BLANK] 



 

 

CONTINUING DISCLOSURE AGREEMENT 

This Continuing Disclosure Agreement (the “Disclosure Agreement”) is executed and delivered by the 
State of Vermont (the “Issuer”) in connection with the issuance of $30,000,000 General Obligation Bonds, 2007 
Series A (the “Bonds”).  The Bonds are being issued by the State Treasurer, with the approval of the Governor, for 
various capital purposes of the State pursuant to Chapter 13 of Title 32 of the Vermont Statutes Annotated, as 
amended and pursuant to specific Acts of the General Assembly.  The Issuer covenants and agrees for the benefit of 
the Beneficial Owners of the Bonds as follows: 

SECTION 1.  Purpose of the Disclosure Agreement.  This Disclosure Agreement is being executed and 
delivered by the Issuer for the benefit of the Holders and Beneficial Owners of the Bonds and in order to assist the 
Participating Underwriters in complying with S.E.C. Rule 15c2-12(b)(5) (the “Rule”). 

SECTION 2.  Definitions.  The following capitalized terms shall have the following meanings when used 
herein: 

“Annual Report” shall mean any Annual Report provided by the Issuer pursuant to, and as described in, 
Sections 3 and 4 of this Disclosure Agreement. 

“Beneficial Owner” shall mean any person which has or shares the power, directly or indirectly, to make 
investment decisions concerning ownership of any Bonds (including persons holding Bonds through nominees, 
depositories or other intermediaries). 

“Disclosure Representative” shall mean the State Treasurer or his or her designee, or such other officer or 
employee as the Issuer shall designate in writing from time to time. 

“Dissemination Agent” shall mean the State Treasurer, or any successor Dissemination Agent designated in 
writing by the Issuer and which has filed with the Issuer a written acceptance of such designation. 

“Holder” or “Bondholder” means the registered owner of a Bond. 

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Agreement. 

“National Repository” shall mean any Nationally Recognized Municipal Securities Information Repository 
for purposes of the Rule. The National Repositories currently approved by the Securities and Exchange Commission 
are set forth in Exhibit B. 

“Participating Underwriter” shall mean any of the original underwriters of the Bonds required to comply 
with the Rule in connection with offering of the Bonds. 

“Repository” shall mean each National Repository and the State Repository. 

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under the 
Securities Exchange Act of 1934, as the same may be amended from time to time. 

“State” shall mean the State of Vermont. 

“State Repository” shall mean any public or private repository or entity designated by the State as the state 
repository for the purpose of the Rule and recognized as such by the Securities and Exchange Commission.  As of 
the date of this Agreement, there is no State Repository. 

“Transmission Agent” shall mean any central filing office, conduit or similar entity which undertakes 
responsibility for accepting filings under the Rule for submission to each Repository.  The current Transmission 
Agent is listed on Exhibit B attached hereto. 
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SECTION 3.  Provision of Annual Reports. 

(a) The Issuer shall, or shall cause the Dissemination Agent to, within one year after the end 
of the Issuer’s fiscal year (presently June 30), commencing with the report for the fiscal year ended on June 30, 2006 
(to be filed no later than June 30, 2007), provide to each Repository an Annual Report which is consistent with the 
requirements of Section 4 of this Disclosure Agreement.  The Annual Report may be submitted as a single document 
or as separate documents comprising a package, and may cross-reference other information as provided in Section 4 
of this Disclosure Agreement; provided that the audited financial statements of the Issuer may be submitted 
separately from the balance of the Annual Report and later than the date required above for the filing of the Annual 
Report if they are not available by that date.  If the Issuer’s fiscal year changes, it shall give notice of such change in 
the same manner as for a Listed Event under Section 5(f). 

(b) Not later than fifteen (15) Business Days prior to said date, the Issuer shall provide the 
Annual Report to the Dissemination Agent (if other than the Issuer).  If the Issuer is unable to provide to the 
Repositories an Annual Report by the date required in subsection (a), the Issuer shall send a notice to each 
Repository or the Municipal Securities Rulemaking Board and the State Repository, if any in substantially the form 
attached as Exhibit A. 

(c) The Dissemination Agent shall: 

(i) determine each year prior to the date for providing the Annual Report the name 
and address of each National Repository and the State Repository, if any; and 

(ii) (if the Dissemination Agent is other than the Issuer), file a report with the Issuer 
certifying that the Annual Report has been provided pursuant to this Disclosure Agreement, stating the date 
it was provided and listing all the Repositories to which it was provided. 

SECTION 4.  Content of Annual Reports.  The Issuer’s Annual Report shall contain or include by reference 
the following: 

Item 1. The audited financial statements of the Issuer for the most recently ended fiscal 
year were prepared in accordance with GAAP as promulgated to apply to governmental entities by the 
Governmental Accounting Standards Board.  The future audited financial statements of the Issuer will be 
prepared either in accordance with GAAP as promulgated to apply to governmental entities from time to 
time by the Governmental Accounting Standards Board or using the modified cash basis of accounting 
which recognizes transactions only when cash changes hands.  If the Issuer’s audited financial statements 
are not completed by the time the Annual Report is required to be filed pursuant to Section 3(a), the Annual 
Report shall contain unaudited financial statements in a format similar to the financial statements contained 
in the Official Statement, and the audited financial statements of the Issuer shall be filed in the same 
manner as the Annual Report when they become available; 

Item 2. Information concerning the Issuer’s operations by updating the financial and 
operating data contained in the sections entitled “State Funds and Revenues,” “Recent General Fund, 
Transportation Fund and Education Fund Operating Results,” “Major General Fund Programs and 
Services,” “Governmental Funds Operations,” “State Indebtedness” and “Pension Plans” in the Official 
Statement of the State dated February [__], 2007; and 

Any or all of the items listed above may be included by specific reference to other documents, including official 
statements of debt issues of the Issuer or related public entities, which have been submitted to each of the 
Repositories or the Securities and Exchange Commission.  If the document included by reference is a final official 
statement, it must be available from the Municipal Securities Rulemaking Board.  The Issuer shall clearly identify 
each such other document so included by reference. 

SECTION 5.  Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the Issuer shall give, or cause to be given, 
notice of the occurrence of any of the following events with respect to the Bonds, if material: 
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(i) principal and interest payment delinquencies. 

(ii) non-payment related defaults. 

(iii) unscheduled draws on the debt service reserves reflecting financial difficulties. 

(iv) unscheduled draws on the credit enhancements reflecting financial difficulties. 

(v) substitution of the credit or liquidity providers or their failure to perform. 

(vi) adverse tax opinions or events affecting the tax-exempt status of the Bonds. 

(vii) modifications to rights of Bondholders. 

(viii) optional, contingent or unscheduled calls of bonds. 

(ix) defeasances. 

(x) release, substitution or sale of property securing repayment of the Bonds. 

(xi) rating changes. 

(b) Whenever the Issuer obtains knowledge of the occurrence of a Listed Event, the Issuer 
shall as soon as possible determine if such event is material under applicable federal securities laws. 

(c) If the Issuer determines that the occurrence of a Listed Event is material under applicable 
federal securities laws, the Issuer shall promptly file a notice of such occurrence with the Municipal Securities 
Rulemaking Board and the State Repository or the Repositories.  Notwithstanding the foregoing, notice of Listed 
Events described in subsections (a)(4) and (5) need not be given under this subsection any earlier than the notice (if 
any) of the underlying event is given to Holders of affected Bonds pursuant to the terms of the Bonds. 

SECTION 6.  Alternative Methods for Reporting.  The State may satisfy its obligations to make a filing 
with each Repository hereunder by transmitting the same to a Transmission Agent if and to the extent such 
Transmission Agent has received an interpretive advice from the SEC, which has not been withdrawn, to the effect 
that an undertaking to transmit a filing to such Transmission Agent for submission to each Repository is an 
undertaking described in the Rule. 

SECTION 7.  Termination of Reporting Obligation. The Issuer’s obligations under this Disclosure 
Agreement shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Bonds. If such 
termination occurs prior to the final maturity of the Bonds, the Issuer shall give notice of such termination in the 
same manner as for a Listed Event under Section 5(c). 

SECTION 8.  Dissemination Agent.  The Issuer may, from time to time, appoint or engage a Dissemination 
Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may discharge any such 
Agent, with or without appointing a successor Dissemination Agent.  The Dissemination Agent shall not be 
responsible in any manner for the content of any notice or report prepared by the Issuer pursuant to this Disclosure 
Agreement.  The initial Dissemination Agent shall be the State Treasurer. 

SECTION 9.  Amendment; Waiver.  Notwithstanding any other provision of this Disclosure Agreement, 
the Issuer may amend this Disclosure Agreement, and any provision of this Disclosure Agreement may be waived, 
provided that the following conditions are satisfied: 

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a), it may 
only be made in connection with a change in circumstances that arises from a change in legal requirements, change 
in law, or change in the identity, nature or status of an obligated person with respect to the Bonds, or the type of 
business conducted; 

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of 
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the original 
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issuance of the Bonds, after taking into account any amendments or interpretations of the Rule, as well as any 
change in circumstances; and 

(c) The amendment or waiver either (i) is approved by the Holders of the Bonds in the same 
manner as provided pursuant to the terms of the Bonds, or (ii) does not, in the opinion of nationally recognized bond 
counsel, materially impair the interests of the Holders or Beneficial Owners of the Bonds. 

In the event of any amendment or waiver of a provision of this Disclosure Agreement, the Issuer shall describe such 
amendment in the next Annual Report, and shall include, as applicable, a narrative explanation of the reason for the 
amendment or waiver and its impact on the type (or in the case of a change of accounting principles, on the 
presentation) of financial information or operating data being presented by the Issuer. In addition, if the amendment 
relates to the accounting principles to be followed in preparing financial statements, (i) notice of such change shall 
be given in the same manner as for a Listed Event under Section 5(c), and (ii) the Annual Report for the year in 
which the change is made should present a comparison (in narrative form and also, if feasible, in quantitative form) 
between the financial statements as prepared on the basis of the new accounting principles and those prepared on the 
basis of the former accounting principles. 

SECTION 10.  Additional Information.  Nothing in this Disclosure Agreement shall be deemed to prevent 
the Issuer from disseminating any other information, using the means of dissemination set forth in this Disclosure 
Agreement or any other means of communication, or including any other information in any Annual Report or 
notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure Agreement. If the 
Issuer chooses to include any information in any Annual Report or notice of occurrence of a Listed Event in addition 
to that which is specifically required by this Disclosure Agreement, the Issuer shall have no obligation under this 
Agreement to update such information or include it in any future Annual Report or notice of occurrence of a Listed 
Event. 

SECTION 11. Default.  In the event of a failure of the Issuer to comply with any provision of this 
Disclosure Agreement, any Holder or Beneficial Owner of the Bonds may take such actions as may be necessary 
and appropriate, including seeking mandate or specific performance by court order, to cause the Issuer to comply 
with its obligations under this Disclosure Agreement.  A default under this Disclosure Agreement shall not be 
deemed an Event of Default pursuant to the terms of the Bonds, and the sole remedy under this Disclosure 
Agreement in the event of any failure of the Issuer to comply with this Disclosure Agreement shall be an action to 
compel performance. 

SECTION 12. Beneficiaries.  This Disclosure Agreement shall inure solely to the benefit of the Issuer, the 
Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time to time of the 
Bonds, and shall create no rights in any other person or entity. 

Date: ____________, 2007 

STATE OF VERMONT, as Issuer 

By:   
George B. “Jeb” Spaulding 
Treasurer 
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EXHIBIT A 

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer:  State of Vermont 

Name of Bond Issue: $30,000,000 General Obligation Bonds, 2007 Series A 

Date of Issuance: ____________, 2007 

NOTICE IS HEREBY GIVEN that the Issuer has not provided an Annual Report with respect to the above-named 
Bonds as required by the Continuing Disclosure Agreement dated __________, 2007.  The Issuer anticipates that the 
Annual Report will be filed by _____________. 

Dated:_______________ 

STATE OF VERMONT, as Issuer 

By:   
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EXHIBIT B 

List of Nationally Recognized Municipal Securities Information Repositories and Transmission Agent at the time of 
execution and delivery of the Continuing Disclosure Agreement. 

This list may change from time to time.  The Continuing Disclosure Agreement requires that information and 
notices be provided to each Repository.  This list should be checked for changes each time information or notice is 
to be provided.  A current list may be obtained from the Securities and Exchange Commission over the Internet at 
http://www.sec.gov/info/municipal/nrmsir.htm. 

Bloomberg Municipal Repository 
100 Business Park Drive 
Skillman, New Jersey 08558 
Phone: (609) 279-3225 
Fax: (609) 279-5962 
http://www.bloomberg.com/markets/muni_contactinfo.html 
Email: Munis@Bloomberg.com 

DPC Data Inc. 
One Executive Drive 
Fort Lee, New Jersey 07024 
Phone: (201) 346-0701 
Fax: (201) 947-0107 
http://www.dpcdata.com 
Email: nrmsir@dpcdata.com 

FT Interactive Data 
Attn: NRMSIR 
100 William Street, 15th Floor 
New York, New York 10038 
Phone: (212) 771-6999 
Fax: (212) 771-7390 (Secondary Market Information) 
(212) 771-7391 (Primary Market Information) 
http://www.interactivedata.com 
Email: NRMSIR@interactivedata.com 

Standard & Poor’s Securities Evaluations, Inc. 
55 Water Street, 45th Floor 
New York, New York 10041 
Phone: (212) 438-4595 
Fax: (212) 438-3975 
www.jjkenny.com/jjkenny/pser_descrip_data_rep.html 
Email: nrmsir_repository@sandp.com 

Transmission Agent 

Disclosure USA 
P.O. Box 684667 
Austin, Texas  78768-4667 
www.DisclosureUSA.org 
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 PROPOSED FORM OF OPINION OF BOND COUNSEL 
 

 
 
 

 
 
 
 
 
 
 
(Date of Delivery) 
 
 
The Honorable James H. Douglas 
Governor of Vermont 
The State Capitol 
109 State Street 
Montpelier, Vermont  05609 
 
 

$30,000,000 
State of Vermont 

General Obligation Bonds, 2007 Series A 
Dated Date of Delivery 

 
 

We have acted as bond counsel to the State of Vermont (the “State”) in connection with the issuance by the State of 
the above-referenced bonds (the “Bonds”).  In such capacity, we have examined the law and such certified 
proceedings and other papers as we have deemed necessary to render this opinion. 

As to questions of fact material to our opinion we have relied upon representations and covenants of the State 
contained in the certified proceedings and other certifications of public officials furnished to us, without undertaking 
to verify the same by independent investigation. 

Based on our examination, we are of opinion, under existing law, as follows: 

1. The Bonds are valid and binding general obligations of the State, and the full faith and credit of the State 
are pledged for the payment of the principal of and interest on the Bonds. 

2. Interest on the Bonds is exempt from Vermont personal income taxes and Vermont corporate income taxes.  
We express no opinion regarding any other Vermont tax consequences arising with respect to the Bonds or any tax 
consequences arising with respect to the Bonds under the laws of any state other than Vermont. 

3. Interest on the Bonds is excluded from the gross income of the owners of the Bonds for federal income tax 
purposes.  In addition, interest on the Bonds is not a specific preference item for purposes of the federal individual 
or corporate alternative minimum taxes.  However, such interest is included in adjusted current earnings when 
calculating corporate alternative minimum taxable income.  In rendering the opinions set forth in this paragraph, we 
have assumed compliance by the State with all requirements of the Internal Revenue Code of 1986 (the “Code”) that 
must be satisfied subsequent to the issuance of the Bonds in order that interest thereon be, and continue to be, 
excluded from gross income for federal income tax purposes.  The State has covenanted to comply with all such 
requirements.  Failure by the State to comply with certain of such requirements may cause interest on the Bonds to 
become included in gross income for federal income tax purposes retroactive to the date of issuance of the Bonds.  
We express no opinion regarding any other federal tax consequences arising with respect to the Bonds. 
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This opinion is expressed as of the date hereof, and we neither assume nor undertake any obligation to update, 
revise, supplement or restate this opinion to reflect any action taken or omitted, or any facts or circumstances or 
changes in law or in the interpretation thereof, that may hereafter arise or occur, or for any other reason. 

The rights of the holders of the Bonds and the enforceability of the Bonds may be subject to insolvency, 
reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or hereafter enacted to the 
extent constitutionally applicable, and their enforcement may also be subject to the exercise of judicial discretion in 
appropriate cases. 

 

EDWARDS ANGELL PALMER & DODGE LLP 
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