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New Issue Details 
$11,000,000 General Obligation Bonds, 2007 
Series E (Vermont Citizen Bonds), are expected 
to be offered to Vermont retail investors on  
Dec. 12 via negotiation through Citigroup  
Global Markets. The 2007 series E bonds  
are expected to mature July 15, 2008–2017. 
Additionally, approximately $27,000,000 
General Obligation Refunding Bonds,  
2007 Series F, are expected to sell on Dec. 12  
via negotiation through UBS Investment Bank.  
The 2007 series F bonds are expected to  
mature July 15, 2008–2013. 
Security: The bonds are general obligations 
of the state of Vermont, backed by its full 
faith and credit pledge. 

 Outlook 
The state of Vermont’s ‘AA+’ rating and Stable Rating Outlook reflect its 
steady economy and continued conservative debt and budget planning. 
The relatively narrow state economy is supported by larger-than-average 
manufacturing (albeit less so than in the past), tourism, and health and 
educational services sector employment. Outstanding debt, which consists 
almost entirely of general obligation (GO) bonds that mature rapidly, has 
declined and now approaches low levels. Vermont has a diverse revenue 
stream, including a state property tax for education, and conservative 
budgeting and rapid responses to changing conditions earlier this decade 
enabled the state to maintain its balances. Reserves, as of the close of  
fiscal 2007, in each major operating fund are at full funding at 5% of prior-
year appropriations. Challenges include the need to address continued 
education and Medicaid spending pressures, as well as to attract jobs and a 
younger work force.  

 Rating Comment 
The 2007 series E bonds offered to Vermont’s retail investors follow the 
state’s $35 million 2007 series D GO debt issued last month. The 2007 
series F bonds will be used to refinance outstanding bonds for debt service 
savings. As mentioned above, virtually all of Vermont’s debt consists of 
GO bonds that amortize rapidly. As of June 30, 2007, net tax-supported 
debt of $438 million, equaling $705 per capita and 2% of revised 2006 
personal income, rests comfortably in the lower moderate range. Debt has 
declined since the 1990s as a result of debt affordability recommendations; 
debt levels are now expected to remain stable. Vermont’s pension systems 
remain well funded, and the state has acted to improve funding levels for 
the teacher’s retirement system.  

Vermont’s relatively small but stable economy is centered on health and 
educational services and tourism, although manufacturing remains 
important. The state lost less than 1% of its jobs during the recession 
earlier this decade; by 2004, it exceeded its pre-recession annual 
employment peak, in sharp contrast to the steep and protracted recession 
of the early 1990s. Job growth between 2004 and 2006 was below 
average at less than 1% annually. October 2007 jobs data showed  
0.4% growth from the prior year’s level, with the most significant 
growth occurring in the education/health and professional/business 
service sectors. Manufacturing sector employment, led by an IBM 
facility near Burlington, still exceeds the national level on a percentage 
basis, although both employment and personal income reliance on this 
sector has dropped in recent years. State unemployment has historically 
been and remains comfortably below the national level, although the  
October 2007 rate of 4.3% is slightly above the 3.7% level reported  
one year earlier. Vermont remains challenged by the aging of its 
population; its median age of 40.7 years is well above the national  
36.4 years and exceeded only by Maine’s. Revised 2006 per capita
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personal income totaled $34,623, ranking Vermont 
23rd among the states.  

Conservative practices and well-stocked reserves 
sustained healthy finances during the recent recession, 
with the state using some reserves and reducing 
appropriations in fiscal years 2002 and 2003, when 
revenues softened. Operations have subsequently been 
favorable, and reserves were restored to their maximum 
level by fiscal year-end 2004. Surpluses in fiscal years 
2004–2006 were largely used for reserves, additional 
pension contributions, and carryovers into the next fiscal 
year. Fiscal 2007 ended with a $31 million general fund 
surplus. The state’s personal and corporate income  

tax receipts outperformed estimates, while sales and  
use tax receipts came in nearly 3.4% below estimates. 
Fiscal 2008 revenues through October 2007,  
which reflect a one-time adjustment for certain jet  
fuel tax revenues, were 1.9% above projections, again 
led by stronger-than-anticipated personal and corporate 
income tax receipts. The state’s meals and rooms tax 
also performed above expectations. Education and 
Medicaid spending continues to dominate state general 
fund expenditures.  

For more information, see Fitch Research on “State 
of Vermont,” dated Feb. 12, 2007, available on 
Fitch’s web site at www.fitchratings.com. 
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