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|. Executive Summary

TheGeneral Assemblglirected the State Treasurer, working jointly with the Agency of
TransportatiofAOT) and thelegislativeJoint Fiscal Offic§JFO) to prepare a report containing a
long-term needs assessnt for repair, maintenance, and rehabilitation of bridges and culverts in the
state andprovidingfunding options and recommendations for such J@amg needs Further, the
General Assembly directed thfanding ogions and recommendatiobs developethy the State
Treasurerworking with an investment bank to act as an adviser t8tdte to develop multiple
financing proposals, including but not limited to general obligation, revenue, and GARVEE bond
options, for a longerm pogram dedicated to funayy life-cycle rehabilitation work on bridges and
culverts that will extend the useful lives of these structures on adong costeffective basis.

The most significant findings are:

1) AOT estimates, in 2008 dollars, that the cost for replacemernucfigtes over 70 years of age
(including stucturally deficient structurg@ss $2,308,359,115In addition, to replace aditructurally
deficientstructures at or under 70 years of age would requieelditional$856,253,360 Further an
additional$7,000,000 is needed fareventativanaintenancéa detailed analysis is included$®ction IV
of this repor):

2) Based orthe AOT studypursuant to Act 164he Joint Fiscal @i ce has stated that if during
the next20 yearghe State want® reach thetsucturatdeficiency targetsand also replace all
bridges over 70 years old, additional funding of approximately $110 million a year would be
required.The analysis is a®llows:

JFO Estimate

Scenario - spread replacement costs over 20 years
$158,260,000| Replacement costs per year
$7,000,000 Annual cost of preventive maintenance
$165,260,000 Total annual program need
-$55,800,000/ FY-09 total bridge spending
$109,460,000 Annual gap

3) AOT6s plans do not cont éavgrTOandsrucarally defickentt ar get |
bridges AOT statesthate d e r a | r a tstrutctgrally deficiand tell usasoridge

component is within a range that requires assessniefgtructurally deficierdrating does not

necessarily mean the structisainsafe, but it does indicate that the bridge is aging and could

require repairs in the near futurdOT has historically establishgukrformanceneasures to

address these need&OT calculated the cost of meeting the curtgets t a b Istiuctundly d i
d e f i dargetsortg@als Even takinghis more moderatapproachthe State is not meeting its
goals Without additional fundingthe agency projecthatthese goals, developed in partnership
with the General Assembly several years agth remain out of reach.

AOT has completed a yehy-yearanalysis through 2018 to meettiies t r uct ur al perfo
goal s, 0 é&gancycapacityg i ng an A un c o fnstfact@ingnneanaal s ¢ e n a
implementation constraints} estimates that iwould need $1,161,356,132 in resourcesr that

time-frame Usinga @ c on st r a (facteridgin asnua imglamentation constrainis)



estimates itvould needb896,899,969 in resources through 2028suming all of theurrent
approximately$55800,000annualbridge spending were to loevoted to this effort,ra
additional infusiorof $283,000,00@0 $517,000,000 through 2018 wouldreeded.

4) Traditional sources dfansportatiomevenues aboth the federal and state levalgin

decline further increaing the funding gap. Whilefaderaleconomicstimulusbill of some kind

is likely to include a transportation componenis unclear how this will impact the dollars

available to fund these initiativesthistime. There are concerrikat the current formula

associated with the Highway Trust Fund distributions could be adjusted inthavayould be
disadvantageous Vermont Ver mont 6 s congressional del egatio
preventinga negativeoutcome. Discussim of thisissueis included in Sectionll of the report.

5) The Office ofthe State Teasurer has reviewed tBet a heeds with two investment banks

(Citi and Morgan Stanley) per the request of the General Assefttdge professionalktated
unequivoellythatb ondi ng al one wi | | not sTodyfindy Ver mont 06 s
believethat a significant infusion afp-front revenues frorbonding,supportedy increased

ongoingof revenues to AOTor debt serviceis necessaryWhile certaintypesof bonding, such

as general obligation delsgvenuebondspledgingexisting revenue sourceandGARVEEScan

provide some assistance by accelerating the project schiéthmby reducing costs associated

with inflation andearly maintenancghese measuregseinsufficientto meet the neeand pay

debt service Newrevenuesources, or increases to existing souraesneeded to fund any

bonds. As noted by recent study in another state:

Aéeéwhile borrowing to pay fordeaéd ansportatio
it can also simply be a way to put off for a few years the politically difficult

task of restructuring transportation finan@d, unfortunatelymany

recent decisions to defihance transportation projects have been motivated

by a desire to geteeded projects off of the ground as traditional revenue

sources have run dry rather than by dispassionate calculations of expected

benefits and costs®

In other words, borrowing makes sense when:
e The costs saved through accelerated constructiont{anfland
preventative maintenance¥ceed the interest paid on the funds
and/or

¢ Quantifiable economic benefits exceed the cost of borrowing; and

e A future identifiable and available revenue sources exists to pay for
the bonds.

6) Any significant bonding W require an examination of the revenue sources currently used to
pay for transportation costs, including bridges, and a frank discussion of potential sources of
funds. Several possibilities aiscussed in the body of this repdrased on a previous

'wachs, AAsQei én Cr anspPoo6rgagetltld. on Fi nance, 0O



study completed by AOT (RSG Report, see below), the JFO FHactd, and ideas

developed by the participating investment bankétentification of new sources oévenues

as opposed to increases to existing sources has an added advantage in threg Hgeraies

are more inclined not to treaich bonds as increasing net-&xpported debt, permitting the
state to mintain its debt ratios and to protect its debt ratir@se form of bondssue,
referred t-lbararse lae dida oludnzethe ceeditaating attributesoop t 1 mi
general obligation debt whileducingthe coverageatios(i.e., the amount ofevenue
designated to pay debt service), thereby reducing the cost of capital.

7) The Statéhas taken the position, as evidenced by the diseipssocated with the Capital
Debt Affordability Advisory Committeeprocessthat it will issue debt only where prudent
and costeffective and within limitations consistent with maintaining manageable debt
service levels and favable credit ratingsAny debt issuance for transportation
infrastructure should b&nalyzedwithin this framework.

8) A Comprehensive Infrastructure Needs Assessment is ne&tiedpproach directed bct
164clearly moves the dialogue to an assessment of needs and relati@eccbsnefits
While this project has been very useful in identifying the problems and possible remedies
related to the bridge program, itjisstone component of a larger infrastructure picture.
Bridges are a critical issue but need to be incorpoiated@n overall transportation plan
includingroads, paving, maintenance, raihd public transit. As noted in a recegport
prepared by the Snelling Centetting additionalstudies by AOTconsultantsand JFOthere
are additionaheeds andunding gapswithin theentire scope of theansportatiorarena’

e Ver mont 6s gsadeteriar&ingtandansiotbe maintained with current funding
levels; at current spending levelish e per cent age of payment
will rise from 21% to % by 2013.

e A 2008JFO estimate notdtiat the funding gap for transportation as a whole, at an
optimum level of investments approximately$203million annually(this amount
represents 2008 update from the 2007 study cited byShellingCentej.

e AOT consultants have estimated that current transportation revenues will fall strort ov
the next 30 years by betweess.2 million and $8.7 million, the range primarily
dependent upon inflation assumptions.

e The Federal Highway Trusund is all but deplet

In addition to transportatiomeeds other infrastructurpressuregxistincluding school
buildings, parks, public buildings, telecommunicatipasd others A comprehensive
infrastructureneeds assessment is requirgdudinga prioritization of hese needs based on
agreedu p o n ,fécoma@nds, and cash flows (based on inflation factork).the meantime,
same shorterm reprioritizationwithin the existing capitadppropriationss indicated as
outlined in sectin V of the report.

2 The Snelling Center for Government, Vermont Roads and Bridges: To Fix or Abandon?, September 2008,(pages 7



[I. Project Scope and Findings

Process

To begin thiseffort, the Agency of TransportatiglhOT) conducted a study including

¢ Theevaluation of bridges and culverts using the established performance measures defined
and used by the AOT O sionpandaglanavith estimateel toéipp me nt d i
meeting such performance measures;

e Definition of preventativena i nt enance, pr esentyaarplaofor o f t he
doing such maintenance, and the estimated costs for this maintenance; and

e An estimate of th cost of replacing structures over the age of 70 years.

This study wagompletedon August 20, 200&nd, whilespecificreferences to itdata and
conclusions are made throughout this report, the entire document is included as an appendix.

In addition,the Governor and the Legislatwwempletela ficonsensus revenue est
2008, including anticipated transportation revenuesumber of reports prepared by Jk§ausing
on transportation needs and funding were also made available.

While AOT completedhe needs assessmenttjpm and JFO provided funding and revenue data,

the Office of the State Tr easur e gatherinfotrmatiant ed a
from investment banksn funding options and recommendations for loegn financing of the

repair, maintenance, and rehabilitation of bridges and culverts in the StetdrRF was issued in

July 2008 an office dleetediorwer with twaditi &nsl Morgan Stanley) of the five
respondents to develop:

e Based onhie AOT needs and priorities assessment, construction costs, inflation projections,
and revenue projections, an analysis of the funding gap and possible options to closge the gap
including the prudent use of debt.

e Alternative funding sources that may beitalde to Vermont based on its geography,
existing tx structure and burden, adémographics.

e Financing strategies that achieve maximum use of federal matches, reduced inflation of
construction costs, and optimal economic benefits.

e Financing strategies dh prevent further degradation of infrastructure.

¢ Assessment of the financing volume and offering timing implied by the AOT evaluation and
plan.

e To the extent that prudent issuance of debt is recommended, an analysis of alternative
financing vehicles, statures, and terms relative to the transportation funding needs and to
the Statebs overall financi al position. Fina
limited to, general obligation, revenwd GARVEE bond options, as well ggvatepublic
patnershiptransactions.

e An analysis of debt maturity structures that provide the optimum approach given project life
cycles, inflation, cash flows, and debt service requirements.

¢ Recommendations of most advantageous financing alternatives.



Findings

A OT ceport is included in the appendicdsincludes a evaluation of bridges and culverts using

the established performance measuwdes f i ned and ©preghm deyelopnte A OT 6
division. The current standard is based on the concept of structurdkdefic’ In its annual report
structuraldeficiencyis definedas:

AStructurally deficient bridges are thos
components with a NBI rating of O to 4, a load carrying capacity

significantly below current federal design standards, or arwaty

which frequently overfops the bridge dur

The rated components ateck, superstructure, substructugBzoring is on a scale of 0 to 8s

noted by AOT thesefederal ratings tell us that that a bridge component is within a range that
requires assessmerh structurally deficient rating does not necessarily mean the structure is unsafe
for public use or that load restriction is necessétryloes indicate that the bridge is agargl/or

could require repairs in the near futurhis position is also taken by themerican Association of

State Highway and Transportation Officials (AASHTO)

The Federal Highway Administration (FHWA) is responsible for oversight of structurally deficient
bridges within the National Highway Systefaach sate is required to have a bridge inspection
capacityandto determinebridge ratings in accordance wltASHTO standards and federal
requirements.The findings and results of bgd inspections are recorded in the National Bridge
Inventory.

Another term ged by FHWA idunctiorally obsolete This is defined as:

AA functionally obsolete bridge is one t
are not used todayl'hese bridges are not automatically rated as

structurally deficient, nor are they unsafeunctionallyobsolete

bridges are those that do not have adequate lane widths, shoulder

widths, or vertical clearances to serve curteaffic demand, or

those that may beée occasionally flooded. o

Why are these ratings importanThe designation of a bridge as strurally deficient or
functionallyobsolete has impact on decisions for bridge maintenance, rehabi)itatr@placement.
In addition, the federal government udesse measures to determine alecation for federa
bridge replacement funds aatigibility for federal bridge replacement funds

The Better Roads 2008 Bridge Inventory gaie by-statelook attrends indeficient and bsolete
bridges conducted annually using these measures. Their most recentstapestthe following:

5As noted in the AOT report, page 4, fistructur al deficiency has
needs of the bridge system, and it no longer is considered by the industry to be the best measure to chart the owérabrigdth

networko As a result, the agency will be migrating to a more holistic health index measure that will be based on core bridge unit

condition ratingsFor this analysis, however, the current method will be used.

4 Agency of Transportation, Prograbevelopmeni Structures Section, 2008 Annual Report, p.9

AASHTBridging the Gap: Restoring odandi|RekRwiol8ding the Nati



AV er mo nge éoaditibns aredworse than the national average, with 36

percent of its inventory rated as structurally deficient or functionally

obsolete.During the past year, bridge conditions remained stalihe. state

is ranked 42nd in the nation for its bridgmditions. Of the 958 substandard
bridges, just more thanofea |l f (52 %) are 8tructurally defic

AOT has identified er mont 6 s st r uc tfram 1897 to@@&sifatlowefareagh t r en d
program category:

Interstate bridge3.38bridgesper year net increase
State Highway bridgel.77bridgesper year Bt increase
Town Highway bridge:2.90bridgesper year net increase
Culverts: 5.91 per year net increase

In 2002, the General Assembly instructed AT to begin using an asset management approach to
transportation investmenihis requireAOT to maximize public benefit by evaluating the best way

to maintain and invest in the Stateuesareexi sting
essential to this procesStartingwith thefiscal year 200®udget AOT begarusing performance

measures in pparing the transportation program submitted tdelgeslature.Theagency 6 s
istruct ur aperfopnandegdaiare io eedutethe levels to:

7% on the Interstate system (21 bridges)

16% on the State Highway system (122 bridges)
16% of the TowrHighway systems (257 bridges)
12% of Culverts (155 culverts)

AOT has not been able to achieve these goals with cugeoiirces and as stated inréport
AfAnal ysis confirms the broad understanding that
resources and administrative procedures. 0

AOT has completed yearby-yearanalysis through 2018f the funding necessaty obtain
compliance withthé st r uct ur al p iectudinyg agarecycapacityysing ans , 0
Aunconstr ai nedcdestkatitevouddmeed $1,161,856,232 in resoarsa
ficonst r aario ieedtinatss i would ne&®96,899,969 in resources through 2018

® Better Roads2008 Bridge Inventory

! Per AOT the agencyvould need to address both resource and ptoeed i s sue s, whrcan$t aii 1 ewllbats ctemari o
predicts. Theemaonotraifnedd s the agencyods nor mal operation wit
level of funding.



- constrained fo 1 bridge per year (35,664,000 S5FYD2 "AS PASSED" Interstate Bridge including
Interstats Bridge Maintenance)

2008 construction dollars per sq. ft. of state highway deck (curb - curb)=
awverage sq. . of state highway deck (curb - curb) =
- constrained fo 3 bridges per year (327 412,371 SFYD2 "AS PASSED" State Flghwa, Bndge

nciuding State Highway Bridge Maintenancs)
2008 construction dollars per sq. ft. of town highway deck (curb - curb)= 5817.18
awverage sq. . of town highway deck (curb - curb) = 2,282 37

- constrained fo 10 bridges per year ($18,202 285 SFYDE "AS PASSED” Town Highway Bridge
nciuding Town Highway Bridge Maintenance)

2008 construction dollars per ft of length = $8,107.85
assumed avsrage length of burisd structure (fest) = 156.63
- constrained fo 4 bridges per year (34,541, 9".' SFYD2 "AS PASSED" Interstate / State

Highway Cubverts including Inferstate [ State Highway Culvert Bridge Maintenance)

Dallars

§1.200.000.000

$1,000.000,000

$300,000,000

$500.000,000

$200,000,000

200,000,000

30

[ 2008 ] 2000 I 2010 I 2011 I 2012 I 2013 I 2014 I 2015 I 2018 [ 2017 [ 2018
nterstate Bridge
[Unconstrained | $ 50046355 b5504635]5 11.933008|% 10.317811] % 18.317.811| % 183178115 183178115 18817.811]% 18817811 | 12B17.E11] 5 15.508.641
|Constrained |3 5004835 |5 5504635 |5 11283008 [$ 18.317811 [ % 19.317.811[§ 10317811 |5 18.317.811 [§ 18817811 F 18.317.811 | 18817811 |5 1352854
IState Highway Bridge
[Onconstrained | 322346821 |3 20B545,821 |5 02 846,601 |3 36111360 5 40875017 | 3 B2 140464 |5 63140454 | 5 62,140404 | § G2.040464 [ 5 6ap40464 [ 5 20070005
|Constrained [ 322846827 |3 208462821 (5 208468213 20p45821 |3 J0070005| % 36611350 |5 36611,350 [5 36611,3680[% 27911380 [% 371113608  237.111.380
[Town Highway Bridge
[Unconstrained | § 19,701,071 | §_20201,001 [ 8 x"°125:|s 30.526607 | § 20,506,607 | § 36,121,028 |§ 36,121,008 |5 26,121,028 | § 36121028 [§  36.121,628 |§ 36,121,828
[Canstrainad [$20,201.071 |$ 20201071 |5 20.001,071 [§ 20201071 |§ 21201071 $ 20,181.500 |3 20.161,500 | 3 20.151,500 | § 20,161,500 | % 20,181,500 |5 29.161.600
nterstate and State Highway "Short"” Structures
[Unconstrained  [$ &120717 [§ 6120717 [§ B120717[5 18280761 [% 16280151[% 16280151]3 16280151 ][5 18.280161[% 182801561 [§ 16080151 [5 16,280,151
[Canstrained [5 B128717 |[§ B128.717 |5 8125717 |5 11200434 |5 11200434 | 11200434 |5 11200422 5 11008428 [§ 11208424 [§ 1120043 [§ 1120844
[Total
[Unconstrained  [$532722045[§ 54772045 [§ 65200730 [% 102244038 [ $ 115000486 [ 5 124 860,356 [ 5 134 850,365 [ 3 124360365 [ $ 134860356 [§ 134880356 [ 8 OGS O18715
[Censtrained [FE4.272.245 | B4.772.245 |5 60581, 51:|s TRETE 198 [§ 817074125 95,300,114 |5 95300114 | § G5,200114 | § 06,300.114 [§ 96300114 | §  G1.010.884
ICummiulative Total
[Unconstrained | $53,272.245 | § 108,044,400 | 5 172,336,219 | § 275,581,157 | § 301,500,643 | $ 526,450,995 [ 5 661.329,353 | § 705,800,708 | § 030,568,062 [ § 1,085.437.417 | § 1.181,356,132
|Constrained | $54,272.245 | 5 100.044.400 | 5 162,806,005 | § 242.181,143 | § 324,868,555 | $ 421,108.860 | 5 517,485,783 | 5 613,286,807 | § 700,580,011 | § S05.880.125| § 806,500,080
Combined Funding for Bridge Programs
2008 construction dollars per sq. ft. of interstate deck (curb - curk) = $213.62 51.400,000,000
awverage sq. . of interstate deck (curb - curb) = 12,385 80

$1,161,356,132

$806,593,569

==l Inconsirained

‘Consirained
=——CummuiaZve Uncansirainkd
=—de—Cummuiadve Constrainad

2005 2008 200 2011 202 2013 24 205 206 2017 2018

‘Year

Fundi evels for

ng |

both

t hsaenafios wonld apprapieln ke d O

ramped upmver time, becaughe agency, even if provided additional resources, would require time
to plan, designand permit new bridge projects.

Using thesescenariosAOT estimates that it woulcheet performance measures as follows:

¢ Interstate bridgeWith addtional funds goal would be met in 2017.
e State Highway structuregJsingficonstrained scenaripAOT estimates it would meet

the goal in 2025, while it would make the goal in 201Auifconstrainea.

e Town Highway structurestsingiiconstrained scenaricAOT estimates it would
meet the goal in 2029, while it would make the goal in 20fi8rtonstrained.

e Culverts: Meeting the performance goal for culverts underftenstrained scenario
is in 2026, but ifiunconstrained AOT estimates that it could eetthe goal in 2018.

Without additional funding, the agency projects these goals, developed in partnership with the
General Assembly several years ago, will remain out of reédsigall of the FY09 bride
appropriation (approximatings5,800,00pto meet these goals, and conting that level for each
year,the funds needed to meet the performagaadsfall short by$283,000,000 to $517,000,000

based on the scenario selected.

and

f



These resourcdactor inthe necessargngoingpreventativenaintenance The General Assembly
alsorequested\OT to definepreventativanaintenance and present an estimatest AOT
essentially uses the definition used by AASHTO:

AASHTO definegreventativenai nt enance (PM) as Athe planr
costeffective treatmentt an existing roadway system and its appurtenances

thatpreserves the system, retards future deterioration, and maintains or improves

thefunctional condition of the system withauntreasing structural capacity

(Cited in AOT report)

AOT also notes tht

AFunctionally, Federadid-eligible preventativenaintenance activities are
those that address aging, oxidation, surtéeterioration, and normal wear and
tear from dayto-day performance anehvironmental condition®reventative
maintenance activés extend the servidige of the roadway asset or facility in
a costeffective manne¢’

AOT is estimating a cost of $7,000,000 per yeapferventativenaintenancéncluded in the
shortfall discussion abovelo meet itgoals, AOT assumed the costdbtodistributed at a level of
35%eachfor interstate and state highway bridge systems andeg%ifor town highway and
interstate/state highway "short" structure systems

In addition AOT was requested to calcularestimate of the cost of replacingwsitures over the

age of 70 yearsThere are 786 long structures and 329 short structures greater than 70 years of age.
The cost to replace these, including a 20% scal
length to meet environmental peit requirementsis $2,308,359,115using 2008 dollar$ In

addition, the cost to replace structures classified as structurally deficient but 70 years of age or less is
$856,253,360.This results in a totadost 0f$3,164,612,475 plus an annual cos$af000,000 for
preventativenaintenance AOT calculated the need over an elewgrar period to total

$3,241,612,475.

8 AOT Section 29 Report, page 6.
® AOT notes that nely 100 of the long structures are historic covered bridges and steel trusses that will likely never be allowed to be
replaced, thougtheywill need repairs to keep in service.



Cost for Replacement of Structures over 70 Years of Age *includes SD (structurally deficient bridges)
* long structures (greater than 20 feet in length)
System Age é:'nlcbi::eos Area (curb - curb) Unit Cost (curb - curb) “3‘255:; si?lj;fwec'ofl: th
Interstate aver 70 1] 0.0 2g. ft. 5213.52 persq. ft
State over 70 228 503,228 5 ag. f. 2827.30 per sq. ft
over 70 Lt 827 aq. ft. SB17.18 peraq. ft
aver 70 2 =q. ft SB25.00 per sq. ft
Tota 786 1,332,554 0 =0, ft. Subtotal =
* short etruetures {greater than E feet in length and less than or equal to 20 feet in length)
System tge é:_“mbz;;: Area (curb - curb) Unit Cost (curk - curb) Length {feet) Unit Cost {linsar faet) ”32%:; si?:llj;fwec'ofr th
Interstate aver 70 1] 0.0 =g ft. 5213.52 per sq. ft 0.0 culv length 58,107 .85 per lingar ft. 50.00
State over 70 329 844 547 0 2g. f. 2827.30 per sq. ft 16,140.0 culv length 58,107 .85 per lingar ff. 2955 485 318.52
Tota 329 0,687 .02g. ft. = fL. Subtotal = $055.485,315.52
[ crandTotal=  s2308350,115 |
Cost for Replacement of SD (structurally deficient) Structures 70 Years of Age or Younger
*long etructures (greater than 20 feet in length)
....... A Mumber of srea feurh - curb T . Costto Replace “with
System g2 Structures Area (curk - curk) Unit Cost (curl - curh) 20% scale factor
70 or less 32 3 2212.52 per sq. ft 558.970,122.76
f 70 or less g8 t SB27.30 peraq. ft
Town TOorless 116 15 5 15 per sq. ft
Other 70 or less 1] SB2E5.00 per aq. ft
Tota 216 930,229.7 2. f. Subtotal = SEIT.17.285.02
* short structures (greater than € feetin length and less than or equal to 20 feet in length)
....... " Mumber of Aren (et - el & Ceat (ol - X P . e Costto Replace "with
System s Structures Area (curl - curb) Unit Cost (curk: - curh) Length {fest) Unit Cost {linsar feet) 20% scale factor
Interstate 70 orless 41 0.0 2g. ft. 5213.52 persq. ft 12,032.0 culv length $8,107.55 per lingar fi. $117.084,381.44
State 70 orless 103 1,548.8 2qg. ft. SB27.30 per aq. ft 10,233.0 culv length $8,107 85 per linear ft. £102,071,683.55
Tota 144 0.0 0 Subtotal = £218.136,064 .59
[ GranaTota-  ssse2s3zen |
Overall Structure Needs Summary
* Cost to replace ALL sfructures {including those classified as structurally deficient) over 70 years of age = 2,308,359,115.24
+ Cost to replace structures classified as structurally deficient 70 years of age or less = $556,253,360.01
* Cost of preventative maintenance activities; assumed at 57 million per year for an 11 year period = $77.000,000.00
Total = $3,241,612,475.25

JFO spread the cost over ayar period, holding thennual$7,000,00(reventativenaintenance
constantand, after subtracting the annagbropriation calculated a funding gap of $110,000,000
per year.Since not all structures meetitige definitions outlined abowgould be replaced, this
would represent the high end of the funding gap spectiutrclearly points toa significantlevel of
underfunding.

To compound the pldem, funding constraints exist at the State aedieFallevel even to mekthe

current level of effort.State fuel tax revenues are declining due to a drop in miles travelled,
primaiily due to fuel prices and a consumer preferena@atd more fuekfficient vehicles and

1C



modes of travelFederal motor fuel excise tax levels are insufficient to keep the Federal Highway
Trust Fund HTF) running at a surplus and the fund is essentad®lyleted. Even if this resourcean

be replenished to levels t#cent yeard,).S. public infrastruttire investment has historically been
insufficient, eldive to the size of the econorapd to need®

Unless the State changes course soon, Verbraigestructural deficiencies will be beyond any
effectivepreventativemaintenance opportunity, resulting in the needcctonpletereplacement at
significantly higher costsThese costcannotbe supported by current fees and taxing strategies. If
left unresobed, the potential exists for significant safebncernsn addition to alegradatiorof the
infrastructuresupporting economic developmerlanned action tdevelopthe financialresources

to meet this need now is required to avibiel need fodraconan measureis the future.

1. Review of Current Federal and State Revenues

The following chart displays the sourcedufidingfor the VermontTransportatiorFunds

FY 2008 Transportation Fund + Federal Fund Sources
Total $435.7 million

Fuel taxes $79.8 =18.3%

Federal funds $198.9 = 45.6%

Motor vehicle P&U tax
$54.0 =12.4%

MV fees $68.3=15.7%

Other revenue $31.2=7.2%
Town match $3.6=0.8%

Source: JFO

The fuel taxes are made up of gasoline tax and the diedehx. The gasolindax is a fixed 20
cents per gédn. Technicallyhowever, this consists of a-t@ntpergallon tax which is allocated
among the Transportation Fund, the DUI Enforcement Famdithe Fish & Wildlife Fundand (2) a
onecentpergdlon fee which is dedicated to the Petroleum Cleanup Fiihe. 20 cents per gallon
total is allocated as follows

10 Galbraith,October 2007page 7.
1 JFO, 2008 Fiscal Facts, page 47
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Allocation of Gasoline Tax and Fee

Cents per
il gallon FY07
Transportation Fund 18245
DUI Enforcement Fund 0.380
Fish & Wildlife Fund 0.375
Petroleum Cleanup Fund 1.000
Total 20.000

The diesel fuel tax i26 cents per gallon and is allocated in ailsimmanner to the gasoline tax: the
25-cents-pergallon taxis allocated to the Transportation Fund #mel onecentpergallon feeis
dedicated to the Petroleum Cleanup Fund

The purchasing power of the per gallon gasoline and diesel taxes and fees are declining with annual
inflation. For examile, the gasoline taxes and fees above were established in 1997, and the amount
of 20 cents is worth only 15 cents today in constant dollars based on the CPI.

Motor Vehicle Purchase diUse Tax monieare the other major contributor to the fund on thiesta

side. Thistax applies to motor vehicle sale transawasiot o an owner 6s iinitial r
vehicle in the stateln addition,avarietyof motor vehicle fees are a major sourcessenue

excludingfederal sourcesThesecomprisea wide rageof fees collected by DMVhcluding

registration fees and driver license fedsregistration fee is collected on all motor vehicles and

trailers. The fee varies depending upon the vehicle type, size, waigthfpurposeAll motor

vehicle fees are g@sited in the Transportatidgfund.

The DMV registrationfees have been increased twice since 20@&htinggrowth in the fund at an

annual rate of 3%This, has not however, kept up with inflatiodighway construction inflation

has grown at a rate @0.5% for the same period, meaning thattheur c hasi ng pewer 0 o
declining. Other trendghatare driving down the numbers

e Motor fuel tax revenues are down because people are drivingtessppded byrecent
AADT (Average Annual Daily Taffic) data,and there islsoa recent emphasis toward the
use of more fueefficient cars.
e Fuel tax revenues have not beadexed to accommodate inflaticasa result, the
purchasing power of the Transportation Funddrasled.
e Recent economic downtus have had and will continue to have a significant negative impact
on the purchase and use taxther reducing neededvenues

TheTranspotation Fund regnue projection for FY0Snce January 200fas beencut by a total of
$21.1 million, with additnal reductions likely.

The declining state revenues have also haeéffleetof reducing funds available for federal

matching purposesEven before the mostrecentdecrsasei n st ate transportatic
consultant on theong Range Transportah Business Plastatedn 2007that he total state funds
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needed to match fedeffainds over the next four years is $52.8 milliblowever,availablefunds
for that same period total&28.6 million leaving a shortfall 0$24.2 million Given that thetate
match ranges up to generally 208ased orthe type of projects$24.2 million is a large sum to
potentiallyleave m the table.

The largest source of funds on the federal side iS#ie, Accountable, Flexible, Efficient
Transportation Equity ActA Legacy for Users (SAFETEAU). The Act aithorized$286 billion
nationwidein spending for the siyear period 200409 for numerous surface transportation
programs, such as highways, traneight, safetyand researcltand replacé the TEA-21, the
previous sixyear transportation acirhe Highway Trust Fund (HTF) is the source of funding for
most of the programs in the Acthe HTF is composed of the Highway Account, which funds
highway and intermodal progranad the Mass Transit Accourftederbmotor fuel taxes are the
major source of income into the HTHFhe federal gas tax is currently set at 18.4 cents per gallon

On the whole, glative to the gie of the econom&nd need, U.S. public infrastructure investnisiat
relatively low percentagyof GDP expenditures, adding to the problem of an agfrastructure
Total spending on infrastructure peaked 958 at over 3 percent of GDP; it now stands litle
over 2 percent of GDPThe federal contributioto totalinfrastructure spendingeaked ajust over

1 percent of GDP in 1988nd has declined significantly since the 1980&ven in this contexthe
currentlevels of federal spending were only achieved by spending down accumulated surpluses in
theHTF that have now evaporate®&eceapts from motor fuel taxearenot generating sufficient
revenue to sustain the current level afdmal investment itransportationnfrastructure.While
Congress has periodically approved modest increases for federal investment in surface
transportatia, it has not approved an increase intthesincel993. Just & with the state motor fuel
taxes,inflation has steadily eroded the purchasing power oHfhie.

Federaktatuterequires the Office of Management and Budget (OMB) to reducantioeint of
Obligation Authority (OA)provided to the states in orderdlways maintain a positive balance in
the HTF. As reported byCiti, OMB has already taken six separattions to reduce the amount of
OA provided to the StatesThe sixrescissionfiave cost thetaes more than $11 billion in
previously unused and curredbligation Authority. Therescissionfiave costhe VermontAOT
nearly $49 million irunused Obligation Authority for FYZ006 2007 and 2008Due to the same
trends experienced at th@televel, a decrease in miles of driviagd a movement toward more
fuel-efficient cars brought the flow of revenues to such a dangerous levEldhgtess enacted an
$8 billion emergency funding to keep the HTF solvent. JFO reportsiiiae Congressional
Budget Office projects that when the current mydtar federal transportation bill expires in
September 2009, federal outlays will decline by more than 20% unless federal taxes are increased by
the equivalent of up to 8 cents per gallon in the gasain®’t

SAFETEALU alsoestablished thBlational Surface Transportation Policy and Revenue

Commission to study and report on current conditions and future needs of the surface transportation
system, andhe possibility ofpotential funding to meet such needisalso created thBational

Surface Transportation Infrastructure Finand@gnmissiorto study the Highway Trust Fund

revenues and the impactstbése revenues on future highway and transit ndésse seems to be

2jamesK Gal braith, i The Ma cfr oae cPounbolnicc |OnoDesdddP®e7nggdgebtnrsatoegy, O
13Legislative Joint Fiscal Of:fAinc ®n g bV e g Odbbdr 2008npagedé@ or t at i on Fund
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some movement toward finding an aftative to motor fuel taxesuch as the use @éhiclemiles
travelled (VMT) systems. These alternatives hmyever at bestseveral years away.

Becauséhe currenfederalauthorizatiorwill expire in September 2009, Vermont will also need to
protectits statusas ail d cermoe gi.e.dhe Btate receives more than $1 biclevery $1 it
contributes to the HTF)Vermont has the sik highest rate of return (RoR) among the states and
has benefited from this position for some time.

Vermont's Projected
L SAFETEA-LU Rates of Return
FFY Rate of Return
2005 203.03%
2006 211.60%
2007 207.18%
2008 204 85%
2009 206 43%
SourceCiti

With the reauthorizationin 2009andperhapsven sooner, any econonsitmulusprogram
contemplated by the Federal government, Vermont will need to advocate to maintain its positive
statusas t here wil/ be aouwaripiez @ i gt Ipire,s sag eec it al Ay

IV. Potential Revenue Sources

On both a national and state lewellialogue should occur to identify revenues or sources of funds
to maintain adequate infrastructure funding. Studies outside of Vermantdemtified a number of
potential sources as foll@v
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| Scope

| Potential |
Specific Tool | Program Project Yield Locations Used
Fuel Taxes
Motor fuel excise (per gallon) tax X H All states, Federal
Indexing of the motor fuel tax X H FL, KY, M E, NE, NY, NC, PA, WV
Sales tax on motor fuel X H CA, GA, HI, IL, IN, MI, NY
Other petroleum related taxes X H NY, PA

Vehicle Fees

Registration or related fees X H All states

Sales tax on vehicle sales X H KS, NC, NE, MN, MO, OK, SD

Tolling, Pricing, and Other User Fees

Tolling new or existing roads and bridges X M About ¥ of States (e.g., TX, FL, VA)
HOT lanes, express toll lanes, truck toll lanes X M CA, CO, GA, MN, TX

VMT fees X H OR testing, 15 state pooled fund study
Transit fees (fares, park-and-ride fees, other) X H All transit agencies

Freight/Container fees X X M CA

Local Option and Beneficiary charges

Beneficiary charges/value capture (special

assessment, impact fees, and tax increment financing) X L Multiple (e.g., CA, FL)
Permitting local option taxes
for highway and transit improvements (e.g., sales tax) X X M 46 states have legislation

General Revenue Sources X H Most states and localities

Source: Cambridge Systematics, Options in Addressing the Looming Transpdttatiting Crisis

V e r mooptiorésae somewhat limited by its population atemographicsit does not have
immediatelyidentifiableopportunities for tolling, although both investment banks investigated this
option If the state continues tely on thetraditionaltypesof funding sources, increases will be
necessary taddresevenminimal infrastructureneeds.

The AOT consulting repogrepared by Resource Systems GrRgG)includes a number of
recommendation®r considerationalthough recognizingt the same tim#he difficulties associated
with them Theoptions recommended for consideratinaude™*:

¢ Increasing the Motor Fuel TaxAn increase in the motor fuel tax could be used as a-short
term fix for revenue shortfalls.

¢ Indexing the Motor FueTax: The report suggesthatthe motor fuel tax could be indexed to
some cost and automatically adjusted on a periodic basis.

e Vehicle Tax IncreaseA vehicle tax increase can take the form of sales tax, registration
andor wheelage tax

e Impact FeesAs stated by RSG, traditionally, impact fees have been used by local
governments but they can also be used by the sthis.fee however doeshave the
tendency to suppress demand for highway improvements as it requirdsdioehtiariedo
contribue to the cost of improvements.

4 Resource Systems Group, Vt Long Rafigensportation Business Plan Working Paper 3: Financial Analysis,
February 2007, pages 449.
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e Local Option Sales TaxAgain, as noted by the consultatijs tax isgenerallyused by
local jurisdictions but it can also be used to raise revenue for regional improvements.

e GeneralSales Tax Increaserhis tax is nonhormally used for transportation fundirmut
under certain circumstaremay be an appropriate funding tool.

e MileageBased Tax OptionsThese were recommended on a longgm basisgonsistent
with the direction being taken at the federal level.

Otheroptionsreviewed by RSG include:

e Motor Vehicle Violation SurchargeA surcharge is levied on various traffic offenses, such
as drunk driving and speedingunds collected from this source can be used as an additional
revenue source to support transpootati

e Vehicle Tradein Exemption: Elimination of exemption of tradm value fromthesales tax
is another source of income

e Sales Tax on Gasoline Sal&asoline is currently exempt frotine sales tax.Imposing sales
taxeson gasoline has the potentialggnerating significant revenue.

One interesting potential new revenue source identified by Citi and utilized by the State of New
York is a fAPetr ol e inthe dasenfimotersusls, theaPBT i¢ iR &iditon tathe
traditional excise taxesn gasoline and diesel fuel&asoline becomes subject to the PBT at the
initial point in the New York distribution chain (e.g., importation), while automettype diesel
becomes taxable upon the first otherwise-agempt sale or use of the product ieviNYork.

A revenue source crafted in a similar manner, such as a Motor Fuel Distributor Infrastructure
Assessment, could provide a source of new funds for Vermont to support a bonding program for
bridges and culverts.

JFO has calculated the impact ofnles taxisting transportation taxégpdated October 20085
follows:

e Raised by 1¢ on gas tax $3,677,720
¢ Raised by 1¢ on diesel tax 716,000
e Raised by 1% on purchase & use tax 12,830,944

RSGalso reviewed the current practice of theoBnon r a n s p o appraptiatiomnfrom the
Transportation FundOver the last several years this has been reduced by approximately $10 million
dollars to a current level &32.789 millionfor public safety use3.his doeshowever represent a
considerale diversion of resourcedn addition 1/3 of the purchase and use tax is uwE@@venue

to the Education FundObviously, realignment of these transfers between the transportation,
educationand general furgl to the benefit of the transportation eymwill have repecussions in the

other funds. However, such a process @aeumber of years would provide additionalitago the
transportation fundnd may be a better use of resources given the opportunity for federal grant
matches.Two of the borling s@narios proposebly Citi make use of a gradual phasimeglignment

of these resources.
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There is never a good time to contemplate tax or fee increasesyandig economic climate, such
increasesre even harder to considérhat saidtransportion infrastructure, including bridges,
requires an infusion of cash resourcBi& options should be taken off the table withfist having

the benefit of a meaningful analysiBurther, to the extent revenue increases promote job creation
and economistimulus, this may be a very appropriate time to consider such measures.

V. Financing and Funding Options

As noted in the ExecutiveuBimary,bonding options have been presented by the two investment
banks working with the Office dhe State Treasure In looking at the options, a distinction is made
between financing and fundindrinancing involves the use sfrategiesincludingbonding, that

captureor leveragehe value of a stream of revenargdthen paying over time for the current use of
thase future revenués In cases where there asignificantinflationary costs, this can also result in
increased neesourcesbut as a general rule they add little or no new resources to the funding gap.
Purefinancingoptions includegeneral obligatiomlebt andrevenue bonds pledgingisting revenue
sourcesand to some extenGARVEES They do not provide additional resources to pay for the
bonds, except the savings on the inflationary trends. These bonds do have some economic gain, but
should be iewed as part of a larger fundingagiram involving the infusion of additional resources.

Funding efers to the generation of reventigough \ariousmeans such as gas and other taxes, fees,
and licensesAn optimumstrategy suchasrevenuebonds and/othe doublebarreedbonding
configurationcited below, captures both elemeiitacceleration of resources by leveraging future
increased or new revenue flows.

The most prevalent funding mecligms identified in other statésclude thefollowing:*®

! Washington State Department of Transportation, Transportation Infrastructure Financing Alternatives, 2004, p1
¥TransTech Mana g e me n t Financimg@s a, TrafipTor ratdai ttii oonn aH i nDEmbithg pa@r toMbeatidna ni s m, 0
1909 Commission ahe U.S. Department of Transportation, 208dge 3.
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Type of Debt Primary Repayment Examples
General Obligation e General revenues of issuing entity
(sometimes issued as “double barreled”
with first source of repayment a specific
revenue source and only secondarily
general fund revenues of the issuing entity)

Highway / Transportation Revenue ¢ Gasoline and other fuel taxes

Bonds o Motor vehicle registration and drivers’
license fees

¢ Automotive-related sales taxes (e.g., on
automobile and automobile parts)

e Personal property taxes (e.g., on
automobiles)

e Other transportation-related fees, fines, and
miscellaneous receipts

Toll and Farebox Revenue Bonds e Toll receipts (e.g., on tolled highways,
bridges, and tunnels)

e Farebox receipts and ancillary revenue
(e.g., on heavy and light rail and bus transit
S}’StElllS]4

Sales Tax Revenue Bonds o General sales taxes dedicated at least in

part to transportation purposes such as

transit or highway investment

Personal Income Tax Bonds ¢ Personal income tax collections
Grant Anticipation Notes / Bonds o Future federal and / or state funding
Bond Anticipation Notes ¢ Anticipated bond proceeds

Lease Revenue Bonds (incl. Certificates | « Revenues from leases of capital assets
of Participation)

The followinginformationoutlines the application of these methods to the Vermont
transportation/bridge financing need3ond anticipation notes, which provide temporary funding in
anticipation of longterm debt, certificates ofgpticipaion, and personal income tax borvdsre not
considered feasible alinatives and are not included.

General Obligation Bonds

The Statecould use General Obligatiomibds to fund more transportatioeeds As noted

previously, transportation & very small part of current debt outstandiBgcausef their use of

t he Sitfautle 6 sf a i,0GI0. banddre genemlly rated better than other alternatives,

reducing the cost of capitalhis would require some increase in the current lef/general

obligation debt, on top of increases of levels already experienced over the past several years (dollars
in millions, FY 2010 projected)
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contemplated as part of the annual process of restempletecoy the Capital Debt Affordability

Advisory Committee.As noted above, thet&ehas already had significantincreasen G.O. debt
authorizedapproximately79% since D04,and42% in the last two yearn@ncludes CDAAC
recommended authorization amount of $69.9 million in FY 2010)

Thebalancebetween bond issuance and the maintenance of high credit rathigls,have the effect

of reducing interest rates for borrowed funds nisnaportant consideration for the State.the early
1970s, Vermont lost its Tripl& bond rating, largely because of a significant accumulation of

bonded indebtedness. There were three principal causes for the increase in outstanding debt

interstatehighway construction, extensive school construction and renovation, and sewage treatment
plant construction. Another factor that may have concerned analysts at that time was the extension

of moral obligation support for industrial mortgage guaranteefahd Bank, and VHFA (C.

Cohen 9/13/89).

In 1975, Vermont enacted in statute thecsa | | e
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restricted to 9@ercent of the debt being retired in the same fiscal year. The policy was successful.
The ratio of debt as a percent of personal income, a key benchmark for rating analysts, was reduced
from about 11% in the mid970s to about 3% in 1989. Clearly thoutie 90 percent rul@policy

was not sustainahland policymakers recognized it would eventually lead to unrealistically small
amounts of allowable new deb
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was repealed
was created to provide a new framework for determining the appropriate level of new debt issuance
for theState. Interestingly, in 199he CDAAC recommended issuance of $100 milkbmew debt
based on penip demand for infrastructure funding, theed to stimulate the economy with job
rates.
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from A AtoAA-by Standard & Poorodés in 1991. Since tha
policymakers have faithfully workedt i mpr ove t he Stateds debt profi
new debt issuance, utilizing cash from dmee surplus funds to supplement bonding for

infrastructure financing, andexpansthg t he St ateds economic base.

It has been nearly two decades sinee@apital Debt Affordability Advisory Committee was

createdTo gi ve an idea of the kind of progress mad
percentage of personal income was twice the national median and we ranked 9th highest in the

country. In 208, the State is under the national median for that ratio and raniethigBest in the

country. In recognition of this kind of progress, as well as the fact that Vermont had surpassed

existing benchmarks and the desire to regain Téptating statusin 2004 the CDAAC adopted

new debt guidelines reflecting the Statebds currtr
measures compared to Triplerated states. The State now meets or exceeds all guidelimes

February of 2007, Vermont rejad the ranks of Tripld r at ed st ates when Mood
rating for the Statéo Aaa from Aa+

The improvement in the bond rating and a reduction in bontitandinghas had the impact of
providingadditionalcapacityfor debt, which has been refted in the recent increases in the

CDAAC recommendations. CDAAC could conceivably recommend additional moderate increases
over the next several years, but ndeatlsnecessary to fund the transportation ngedsentedn

this report. This wouldequir increases of over 50% to the current outstanding balance of debt
outstanding This would have serious repercussions oncoeditratings.

Prioritizationof Existing GeneraDbligationDebt to Incorporaté&dditional Transportation
High Inflation/Read to Go Projects

Whil e some transportation expenditure is includ
is largely fyoudged Bbopptiiziodgcambination déderal and state revenues.

As of June 30, 2008tatetrarsportation debt outstandimgas just$9,088,000representing just

2.07% of total overall debbutstanding.With the FY09 bond authorization, this number will increase
significantly with the addition of $15,200,000 out of an anticipated issué4o8$q00Q This is still

far less than what is needed.

While still only an incremental increase contributing to the total solusome prioritization of

projectsto accommodate a larger proportion of transportation projects within the existing CDAAC
recomnended levelsappears to be iarder In addition, a prioritization process of selecting

projects for inclusion in a bakissue is neededrlhe state has at presentthorized but unissued

bonds of$3.7 million. This is becausthe projectselectedorbondi ng have not Adr a\
bonded funds at a rate that would support full issuance of existirbchpacity largelydueto slow

startup orusébondfunds.Ei t her t he pr o jtieexpending at less thamficipseid y 0 o r
rates.Moreovet t he St at e has h,aplacé show Spendiagpmjects with joteec t s
auhorizedprojects so as notto violate itsbangp end down requirements cCcr ecé
rebate due to the federal governme@tven that some authorized peojs are not presently in need

of immediate cash buat the sametimé,her e exi sts a fpentandwthed need
needs such as school buildingdme reprioritization of future appropriationso factor in

i r e a dand mgestédgchealule of completionwould seem in orderln addiion, inflation costs
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are higher for some projects than othdtss recommended that proposed project capital planning
authorizations submitted to the G&eal Assemblynclude a documentation of underlgimflation
trendsand casklows and that the Treasurer, jointly witle Commissioner of Finance &
Management, complet& andependentinalysis of each project for review by {Beneral

Assembly. An example was noted in the AOT Bridge Study. AOT ndted there were different
inflationary assumptions for the three categories of bridgeei@al state, local). While certainly
Afineedo is the predominant factor i n wihtheor i ti zat
highest inflationary faor should be given more consideration for bonding. In a personal finance
situation, if you had two outstanding loans for simgarposes&nd excess cash, you would first pay
off the loan with the highest interest rate. The same principle should agpé/honding cost
calculations.

Grant Anticipation Revenue Vehicles or GARVEES

For many years, states, municipalities, and authorities have raised funds by issuing grant anticipation
notes (GANSs), which allow governmental entities to fund projects basedtmipated futurgrant
revenues. GARVEEs employ fedehadhway funds in the same wayo repay the debt for road and
bridge projects A GARVEE is a debfinancing instrument that permits the pledge of future federal
highway funds to repay investors.state may use future obligations of fedexia funds to

reimburse the retirement of principal and payment of interest, issuance, insurance, and associated
other costs for the sale of an eligible débancing instrument. Moving revenues forward in time

will reduce the cost of the bridge replacement program as projects can be completed sooner,
avoiding inflationary costs related to projects and providing the opportunity to prigrigzentative
maintenance projects, reducing costs. It does not, honederadditional revenue streams but

merely accelerates theceipt of funds

e Direct GARVEE: These are bonds, in which Federal assistance diggayigdebt service
paid toinvestors. Aeval uati on of Vermontdés feddWUal fun
and assuming conservative interest rate and revenue growth assun@itidredjeves the
State couldyenerateéb333 million to be used on its fedewll projects while maintaining the
Statebs robust PAYGO program amavcraditthaitevi ng 6
wi || have no r dulfaithamsleredit o t he Stateos

e Indirect GARVEE: This is a funding mechanism in which Federal funds reimburse
expenditures on other Fedegatl projects and the State subsequently uses a portion of those
funds to pay debt service on the déibanced project.The debifinanced project does not
need to be a Federaid project.

While Citi favored GARVEEsthey opted for the direct model in the analy$vorgan Stanley was
less enthusiastic about GARVEEs iangral aghis approaclwould not add additional revenues
Morgan Stanleylid recommend the use of indirdBARVEESs if GARVEEswere selectedased on

enhanced flexibility

The Office of the State Treasurer would recommend serious consideration of GBS EES
wherepreventativamaintenance projects with high inflation costs can be identi#T would
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need to provide a list of those projects with the associated estimated timeframes for completion, to
size and price an issue.

GARVEES can be structured severalways One is to pledge only the federal highway revenues to
back the bonds. The advant age her lackingthetodndst t he
If the Federal Highway Trust funds backing the bonds were rattreorized or gninished, there

would be no recourse to access otBtate revenues or taxing authority to satisfy the bonhat

clearly has some impact on the credit rating associated with the bondmskatects the cost of

capital Citi states that no direct, nedk (no additional state revenue support) GARVEE program has
achieved ratings higher than Aa3/AAA-r at i ngs f r o mand/otah) egpécvely S & P

since these ratings are more a function of the receipt of federal funds and the ongoing federal
highwayfunding authorization process than the fundamental credit quality of the Ssueng debt

at a lower ratin@lso affec$ the cost of capital.

The Office of the State Treasurer would more than likelgmenend a model that inclusle

additionalbackstop beyond the federal revenue sourd@ée State of Maryland pledged all of its
Transportation Tr ust -Fundpasdaladp tomiisiGARVEEsandVer mont 06s
received Aa2/AAA/AA ratings.

While at least two of the rating agencies would calculat# tatios with and without GARVEE
debt, separate identification of GARVEE debt amounts would be viewed more favorably by
investors and rating agencies than an equivalent increase in G.Olrd#i#.absence of other
negative factors (budgetary, revenpension funding, etc.), GARVEE issuangean amount
similar to that discussed aboweunlikely to result in a rating reduction to i8¢ a yeeevas
obligation debt.

As discussed aboy#he use of GARVEEwould accelerate castvailable for projectswvhich can
assistin high inflation projects, but does not aadditionalnew revenuet the equationbeyond
inflationary savings In 2004 the Office of the State Treasureonductecdh costbenefit analysis
using a variety of bond scenarios to test thpaot of moving the prert schedules forward by using
GARVEEs Using a model of two $50 million bornisisues, thd r e a s Officeetested various
scenarios Depending orthe scenario utilized, use of GARVEE®uld cost (after factoring in debt
service,nflation, and investment of bond proceeds) $11,562,196 ovetyadrperiod or save up to
$1,599,019 with a range of potential scenarios close to zero fiscal infpaariomic gains from
improved highways are not included in the analgsid mitigate anyninimal cost.

The advantage of GARVEHES to move project scheduling forward, which in and of itself can add
economic benefit andotentialy lower the cost ofepairs Another factor to consider would be the

capacity for AOT tautilize these funds in #afirst few years.Their modeling suggesthat there

would be a ramjup period tautilize anysignificantinfusion of capital.If GARVEEs are

contemplated, a detailed review of AOT cdislws for specific projects would need to be
completed.Targeteduseo f GARVEES 1 s r e c-aomgondighdndlationforojects.ir e ady

Highway Revenue Borsd_everaging ExistindRevenues

These bonds | everage a portion of a statebds tr a
used tools to accelerate highority projects. As noted byCiti, AUnl i ke GARVEEs, st
revenue bonds can be used on both federal aid projects atieldewal aid projects-urther, rating
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agency criterimremore flexible for highway revenue bonds than to GARVEESs when cadmn a
basis of additional bonds tests and final maturitgestates are in control of the reauthorizabon
continued authorization of its own taxes wher¢as dependent upon Congress to

aut hori zeéefunding

Since Transportation Fund revenues amestderedpart of thetotal revenues used bgting agencies

to calculategeneral obligation delvatios use of identified transportation revenues in bonding is not
additive to t he Wit this raisg alfeenative meha @ lasiso raise capital,
unlessinflation andpreventativenaintenance savings on specific projects are identified, the
pledging of existing revenues does not add significant value.

Bondingin Combination withNew Revenue Source

As noted in theexecutivesummary bonding makes more sens@d provides a funding mechanism,
when backed by a nementifiable and available revenue source to pay for the bofusre are two
traditional ways tdond using revenuesioublebarreledbondsusingt h e  Senaral ebijation
backstop with a new revenue soureedrevenuebonds utilizing an increase to an existiegenue
sourceor new revenue sourc&he latter will be reviewed first.

Revenue Bonds witmcreasedRevenudrom ExistingStreams

These can include a cearigercentage or a portion of certain taxes and fees as security for bonds
throughincreased revenues. For example, as outlineditbylast year the Maine Legislature raised
its registration fee, vanity license plate,fagd title fee, each by $10 anddicated thosmoniesto a
new highway revenue bond program. The legislature also allocated 7.5% of the Maine motor fuel
excise tax and a portion of the state police cost along with the new fee revenue to secure a new
highway revenue bond program thatxpected to raise more than $200 million for Maine
transportation projects over the next four yedsilding off the mainscenarioCiti has suggested a
series of recommendations using a variety of increased revenue sources to hordithe

Using a corbination of registration, purchase and,us® motor fuel tax increases, totaling
$41,688,409 dedicated to new bondgj estimated that the State could raise @252 million to
fund projects The lineup proposed bgiti included:
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Fee Increase Transactions Total Revenue
Pleasure Car Registration - 1 yr 10 332315 3.323.150
Pleasure Car Registration - 2 yr %10 46,073 460,730
Truck Registration to 6,0991bs £10 117.687 1.176.870
Truck Registrations 6,100 to 80,000 Ibs 10 20,116 201,160
IRP Registration $10 13,038 130,375
Motorcycles Registrations $10 25.2584 282.840
Registrations - small trailers £10 29.671 296,710
Fegistrations - large trailers £10 61,949 619,490
Wanity Plates $10 30,000 300,000
Conservation Plates - New £10 1416 14.160
Conservation Plates - Renew £10 7.470 74,700
Veteran Plates £10 499 4990
Safety Organization Plates $10 369 3.690
Motor Fuel Excise Tax 5 cents N/A 18.388.600
Diesel Fuel Excise Tax 5 cents N/A 3,580,000
Purchase and Use Tax 1 cent N/A 12.830.944
Total 41,688,409

SourceCiti

The fees and taxes proposedQiyi are illustrative; any combination of increased revenues to the $41.6 million level
would achieve the samesult permit the Staté generate $252 million in upfront bonding to fund needed
transportation projects, to Ipaid for by the fee increases. As noted in the chart belowlgetbteservice payments by

year equal increase in thep @syoug o 0

revenues,

s 0 tpdsitivelyby thetupfrore bowoaviagh

Highwayr Revenue Bonds - Increased Fees and Taxes Scenario

Period Total Total PAYGO
Ending (111) Principal Interest Debt Service Revenues Revenues Coverage
2010 8,010,000 12,830,725 20,840,725 41,688,409 20,847 684 2.00x
2011 8,250,000 12,590,425 20,840,425 41,688,409 20,847,984 2.00x
2012 8,520,000 12,322,300 20,842,300 41,688,409 20,846,109 2.00x
2013 8,840,000 12,002,800 20,842,800 41,688,409 20,845,609 2.00x
2014 9,195,000 11,649,200 20,844,200 41,688,409 20,844,209 2.00x
2015 9,605,000 11,235,425 20,840,425 41,688,409 20,847,984 2.00x
2016 10,040,000 10,803,200 20,843,200 41,688,409 20,845,209 2.00x
2017 10,540,000 10,301,200 20,841,200 41,688,409 20,847,209 2.00x
2018 11,065,000 9,774,200 20,839,200 41,688,409 20,845,209 2.00x
2019 11,620,000 9,220,950 20,840,950 41,688,409 20,847 459 2.00x
2020 12,200,000 3,639,950 20,839,950 41,688,409 20,848,459 2.00x
2021 12,870,000 7,968,950 20,838,950 41,688,409 20,849,459 2.00x
2022 13,580,000 7,261,100 20,841,100 41,688,409 20,847,309 2.00x
2023 14,325,000 6,514,200 20,839,200 41,688,409 20,849,209 2.00x
2024 15,115,000 5,726,325 20,841,325 41,688,409 20,847,084 2.00x
2025 15,945,000 4,895,000 20,840,000 41,688,409 20,848,409 2.00x
2026 16,825,000 4,018,025 20,843,025 41,688,409 20,845,384 2.00x
2027 17,750,000 3,092,650 20,842 650 41,688,409 20,845,759 2.00x
2028 18,725,000 2,116,400 20,841,400 41,688,409 20,847,009 2.00x
2029 19,755,000 1,086,525 20,841,525 41,688,409 20,846,884 2.00x
252,775,000 164,049,550 416,824,550 833,768,180 416,943,630
SourceCiti

No increase in any tax or femsa welcome alternativén orderto provide a means of funding

larger scalemprovementdo thehighwaysystemshowever,some combination akvenue

increasesnustbe examined.While GARVEEsandthe pledgingof existing revenue streams
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will add value n terms of inflationary andreventativesavings, these alone are not sufficient to
solve the transportation funding probleds part of its infrastructure planning efforts, Resource
SystemsGroup (RSG) hasompleteda draft Working Paper 3: Financial Ahesisf or Vt he i
Long Range Transportation Business Rlan d e v e | 0 p éndddition th&JBd, in its 2008
Fiscal Factsputlinesthe impact of changes ta number of taxes and feédternativesources of
revenueare included in SectiorViof thisreport. Manyidentifiedalternatives may not

necessarily be feasible at this time but some dialogue to close the funding gap is needed.

In the aboveable the coverage factoelatesto theadditionalbond test or ABT.Bondscannot

be issued unless tlisuer can demonstrate that revenues are available to pay the current debt
service plus the additional debt service of the new bdrusrating agencies regard this as an
important feature because the ABT will establish a minimum debt service covevabtnht

will legally bind the State from issuing additiortEbtusing the same transportation revenue
sourcef the coverage threshold is cross&te ABT is usually expressed by a factor such as
1.25 times meaning revenues must be 125% of the cumdritiaure debt servica order to

issue additional bonds using this revenue sourbes is a feature common in revenue bonds.

Eliminatingthe Diversionor Reallocatiorof T-FundRevenues anBxpenses

One way to minimize the need to raise revenues isnonate the 33% diversion of the

Purchase & Use Tatkat is sent directly tthe EducationFundrather than transportation
Obviously, the Educatiound would then need to be made whole through a combination of
eitherincremental increases to the apprafion baserevenues and/axpenditureefficiencies
Since these would take some titoémplementCitir ec o mmended mo-derdi ng
approach to reduce the draw on TransportatiorFund and use these funttsraisecapital

though bonding.Citi presented such a model.

5-Year Phase in of 33% of P&U Tax

FY T-Fund Education
($ Mil) Fund
2008 - 25.66
2009 513 2053
2010 10.26 1540
2011 15.40 1026
2012 20.53 513
2013 25.66 -

Source: Citi

Using this model, debt issuance of $74 million in year one and $224 million plus in year four of the
phasein, over $299 million in upfront capital would be raised.
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Highway Revenue Bonds - Purchase and Use Tax Scenario

Period Issuel Issue 1 Issue 2 Issue 2 Total Total
Ending (1/1) Principal Interest Principal Interest Debt Service Revenues  Coverage
2010 4,035,775 4,035,775 5,132,378 1.27x
2011 4,035,775 4,035,775 10,264,756 2.54x
2012 - 4,035,775 - 4,035,775 15,397,134 3.82x
2013 2,895,000 4,035,775 1,290,000 12,307,230 20,528,005 20,529,512 1.00x
2014 3,010,000 3,919,975 6,475,000 12,255,630 25,660,605 25,661,890 1.00x
2015 3,145,000 3,784,525 6,765,000 11,964,255 25,658,780 25,661,890 1.00x
2016 3,290,000 3,643,000 7,065,000 11,659,830 25,657,830 25,661,890 1.00x
2017 3,450,000 3,478,500 7,425,000 11,306,580 25,660,080 25,661,890 1.00x
2018 3,625,000 3,306,000 7,795,000 10,935,330 25,661,330 25,661,890 1.00x
2019 3,810,000 3,121,125 8,190,000 10,537,785 25,658,910 25,661,890 1.00x
2020 4,010,000 2,921,100 8,620,000 10,107,810 25,658,910 25,661,890 1.00x
2021 4,230,000 2,700,550 9,080,000 9,650,950 25,661,500 25,661,890 1.00x
2022 4,465,000 2,467,900 9,575,000 9,151,550 25,659,450 25,661,890 1.00x
2023 4,710,000 2,222,325 10,100,000 8,624,925 25,657,250 25,661,890 1.00x
2024 4,970,000 1,963,275 10,655,000 8,069,425 25,657,700 25,661,890 1.00x
2025 5,240,000 1,689,925 11,245,000 7,483,400 25,658,325 25,661,890 1.00x
2026 5,540,000 1,388,625 11,865,000 6,864,925 25,658,550 25,661,890 1.00x
2027 5,860,000 1,070,075 12,515,000 6,212,350 25,657,425 25,661,890 1.00x
2028 6,195,000 733125 13,205,000 5,524,025 25,657,150 25,661,890 1.00x
2029 6,555,000 376913 13,960,000 4,764,738 25,656,650 25,661,890 1.00x
2030 21,695,000 3,962,038 25,657,038 25,661,890 1.00x
2031 22,945,000 2,714,575 25,659,575 25,661,890 1.00x
2032 24,265,000 1,395,238 25,660,238 25,661,890 1.00x
75,000,000 54,930,038 224,730,000 165,492,588 520,152,625

As an alternative wdel, Citi proposed a phaseit of public safety expenditures from thduhd.

The same approach used to leverage the portion of the P&U tax could be used to leverage funds
y appropriated
All ocationo) . E
transportation,
hypothetical model to display the impacts of this phag (note actual FYO8 levels are closer to
$33 million although the model has a slightly higher starting point):

current

l i mi nat

although again the

t o f undund RilgioSafety on of t
|l ocation is
Aback fil/l

i ng t

5-Year Phase in of

hi s

d Public Safety Allocation

T-Fund
$ Able to Public
FY | be Pledged| Safety Cost

2009 - 35.44
2010 7.09 28.35
2011 14.18 21.26
2012 21.26 14.18
2013 28.35 7.09
2014 35.44 -

al

h

0

Citi used the same bonding approach as in our P&U tax analysis, which assumes a $75 million
issuance in Year 1 of theyear phase in period, with a second issuance in Year 4mmzaxg the
Program once revenues have ramped up. Fuglittgssumed thito be @ A A

rated Astat e
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appropriationo type credit with 1.)x coverage,
the funds on an annual basis. Under the staieoppation creditCiti anticipates the state could
raise more than $404 million in combined principal.

Highway Revenue Bonds - T-Fund Public Safety Allocation Phase-Out

Period Issue 1 Issue 1 Issue 2 Issue 2 Total Total
Ending (1/1) Principal Interest Principal Interest Debt Service Revenues  Coverage
2010 - 4,035,775 - - 4,035,775 7,088,177 1.76x
2011 - 4,035,775 - - 4,035,775 14,176,354 3.51x
2012 - 4,035,775 - - 4,035,775 21,264,531 5.27x
2013 2,895,000 4,035,775 2,895,000 18,525,840 28,351,615 28,352,708 1.00x
2014 3,010,000 3,919,975 10,100,000 18,410,040 35,440,015 35,440,885 1.00x
2015 3,145,000 3,784,525 10,555,000 17,955,540 35,440,065 35,440,885 1.00x
2016 3,290,000 3,643,000 11,025,000 17,480,565 35,438,565 35,440,885 1.00x
2017 3,450,000 3,478,500 11,580,000 16,929,315 35,437,815 35,440,885 1.00x
2018 3,625,000 3,306,000 12,155,000 16,350,315 35,436,315 35,440,885 1.00x
2019 3,810,000 3,121,125 12,775,000 15,730,410 35,436,535 35,440,885 1.00x
2020 4,010,000 2,921,100 13,445,000 15,059,723 35,435,823 35,440,885 1.00x
2021 4,230,000 2,700,550 14,160,000 14,347,138 35,437,688 35,440,885 1.00x
2022 4,465,000 2,467,900 14,935,000 13,568,338 35,436,238 35,440,885 1.00x
2023 4,710,000 2,222,325 15,760,000 12,746,913 35,439,238 35,440,885 1.00x
2024 4,970,000 1,963,275 16,625,000 11,880,113 35,438,388 35,440,885 1.00x
2025 5,240,000 1,689,925 17,545,000 10,965,738 35,440,663 35,440,885 1.00x
2026 5,540,000 1,388,625 18,510,000 10,000,763 35,439,388 35,440,885 1.00x
2027 5,860,000 1,070,075 19,525,000 8,982,713 35,437,788 35,440,885 1.00x
2028 6,195,000 733,125 20,600,000 7,908,838 35,436,963 35,440,885 1.00x
2029 6,555,000 376,913 21,780,000 6,724,338 35,436,250 35,440,885 1.00x
2030 29,965,000 5,471,988 35,436,988 35,440,885 1.00x
2031 31,690,000 3,749,000 35,439,000 35,440,885 1.00x
2032 33,510,000 1,926,825 35,436,825 35,440,885 1.00x

75,000,000 54,930,038 339,135,000 244,714,448 713,779,485 744,258,585

Over the past several years, the reallocatiqoublic safetyexpendituresrom the general funbas
been reducelly approximately $10 million to éhcurrent level 0$32.789 million In the current
economic climate, it may prove difficult to absorb @®greasem the basaransfer levelhnd again
new revenues or expenditure reductions may be necessary.

Il n both noplf & €@ e n u etd(gxpeaditudes)ithe ltentdhiemers the same:
dedicate all origially intended resources to thrannsportatioriund As statedoy Morgan Stanley:

filn the course of owanalysis, wéhave noted that sizeable amount of

Transportation Fund revenuesriarsferred out for netransportation

purposes. Foexample, one third of the annual revenue associated with the

Purchase & Use Tax is allocated to Baucation Fund. The Transportation

Fund currently provides approximately $50 milligine actual current

figure is $33 million]per year for otheBtate operations. Reduction or

el imination of these costs could significant
transportation funding picture. While we recognize that other funding

sources would be required to repldice trarsportation funds, it may be

beneficial, as part of a broader review of government funding sources, to
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review these sources in order to provide additional funds for
transportatiorn

Double BarrekedBonds

When using revenue bonds, issuggscally mustpay slightly higher interest ratesndas noted
aboverevenue bondkave higher coverage ratitiscover increased investor riskthe event that
revenues do not materialias expectedDoublebarreedbonds are a hybrid solution that reduces
bothinvegor risk and the cost of capital. In this debt structure ptiogect's revenues provide the

initial security and the secondary guarantee is provided by the general obligation taxing powers of
the issuer.For instancea revenue bond would be doutilarrded if thatbond is secured by
highwayrevenues and if the state also secures the haitlaléts full faith and credit. If highway
revenues are insufficient tmverthe debt service, investors can rely on the full faith and credit
pledge of thestate

According to Morgan Stanle, Because t he pledged highway reveni
debt service on the bonds, there is no impact on the net direct debt of the State and therefore no
i mpact on the Stateds debt ratios. 0

Since theratingagenciesur r ent |l y use the Stateds transport at
debt ratios for general obligation debt,uteas a mechanism to leverage dotidereedbonds is

limited. Tomaintainthe advantages @ doublebarrekd configurationit wasdetermined after

review with bond specialistfjat the State would have to useeavrevenue sourceand not an

erhancement to an existing source, to meet the rating agency requirements and gain the advantages
contemplated in this configuration.

Usingavariationof a proposal made by Morgan Stanley, theteScouldalso issue gneral

obligation bondsadditionally secured by a pledgeanfiew source of funds fonighway revenues.

Because the pledgertwhighwayrevenues would be assumedty the debt seice on the bonds,

there idlikely no impact on the netlirect debt of the State andh er e f or e no I mpact or
debt ratios.However, the Stateould still benefit from a low cost of capital because ofgbreral

obligation backstop.

Bond Maturity Schedule

Current statestatuteimits bond issuance to maturities of not over 20 years. Whiléhtigkad the
effect of rapidretirementof debt, a factor that sits well with the rating agencies, a review of
appropriatédoondprincipal amortizatiorto createbetter matching of the maturity schedule to the
useful life of the capital improvement may be in ordeengthening the amortization to 30 years,
for examplewould increas¢heinterest cost on the debt but would free up bond authorization
capady in the shorterm

Tolling
As part of the revenue enhancement section of this dhatlyinvestment banks reviewed the

opportunities for tolling.As noted in the Morgan Stanley repadi] roads/bridges can provide a
revenue strearfor ongoing cats associated witBtatetransportation and bridgesset. Given the
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rampup period, estimated at seveyahrs the expense associated with the conversdolls, and
limited volume of traffic in likely toll locationsjot muchopportunityappeargo exist based on

tolling. TheCiti report generally is in agreement. While consideratiotolling on -89 and 191
immediately inside the Vermo@anadian border has been raised, a preliminary review of Average
Annual Daily Traffic (AADT) data does not apgreto be supportive of the concept.

In reviewing AADT dataCiti did note the State could potentially raise additional revenues if it
considered the implementation of tolls at points with higher daily traffic voluroesexample
imposing a toll on-B9 at the New Hampshire State line (37,000 AADT) and in between Exits 13
and 14 in South Burlington (52,200 AADT) along with a strategic tolling locatiorSdnbletween
Exits 10 ad 11 in Hartford (28,800 AADT), could generate more substantial revenuththan
crossCanadian border alternatiMeut could havesubstantiapublic oppositionin addition to
significantramp-up costs.

OtherConsiderations

Advocacy toMaintainthe Current HTHistribution Formulas

As noted insectionlV of this report, Vermonturrentlyreceivesubstantiallymore than $1 back for

every $1 it contributes to the HTFhe history of the rauthorization acts shows that there has been

a narrowing of the gapetween donor and donee stagtting a higher minimum floor. AFETEA-

LU raised the minimum RoR for donstates from 90.5% to 92% oveethfe of the Act (2005

2009).Citi expects thathis relationship between donor athohee statewill surely be one of the

most significant issues during the negotiations of the maxithorization ach. Any rise in the

minimal guarantee will have a negative impacMoa r ma@dn tmdg e f av o Advichcg posi t
though our Congressional delegatmmthis issue will be critical

PotentialEconomicStimulus Package

All indications ae that the Congress wibontake up some form afconomicstimuluspackage
incorporating both an infrastructure and jobs componefigstructure spending is the obvious first

priority as it cures &rgeneed, spurs economic developmanticreates god paying jobs during a

time of rising unemployment. Reports suggest a n&gjorulusbill similar to one that passed the

House in September 08 but stalled in the Senate and may be moved quickly, ahead of possibly a
secondnitiative duringthe ObamaAdministration Vermont shouldthrough its congressional
delegationadvocatdor substantial distributionshi ch shoul d be considered
needs and planning.

VI. Conclusion
Based on the following reality:
e Current revenue and spendingfterns are not sufficient to address the deteriorating
condition of Vermont Bridges;

e The longer this situation remains unaddressed, the more Vermonters will have pay to repair
and replace failing bridges;
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Finance experts have stated unequivocally thatlingralone, without concomitant

additional revenues, wi | | not solve Ver mont 6
The State is committed to protecting its favorable debt profile and ratings;
An expanded effort to rehabilitateridgesd repl a

would provide jobs and economic stimulus for Vermonters in a time of severe economic

stress;

The current depressed economic conditions are highly likely to provide a limited window of

lower interest and construction inflation costs in the near thumeterm;

Ver mont 6s per gall on gasoline tax rate was |
of gasoline sold annually has declined over the last five years, and

Ver mont 6 s t ot adndfeeshowd remaio emnpetitttwahxoter Ney

England states:

The Office of the State Treasurer recommends the following for consideration, in addition to
the other options outlined in this report:

A $150-180 million bridge rehabilitation and replacement bonding program in issuances
phased in ovethe next decade, beginning with a $80D million issuance in year one,
depending on readiness of projects;

Funded by a Motor Fuels Distributor Infrastructure Assessment (MFDIA) of five cents per
gallon @asoline and diesel fuelsaises approximately $24illion annually) with a double
barreled backstop of Vermont full faith and credit;

Revenues from MFDIA to be deposited in a restricted bridge rehabilitation and replacement
fund to be used for debt service, relevant capital projects, and a capitatreset

Additional consideration of GARVEE bonds for targeted bridges with the most compelling
cost of constructiomflation characteristics.

The advantages of the MFDIA funding approach include:

Reduced costs to taxpayers over time, since savingsatoeierated rehabilitation (reduced
deterioration) and inflation avoidance will exceed the interest costs on borrowing supported

by the MFDIA,;

Adequate revenues to pay the debt service on the bonds, without further depletion of the

already decliningrevemus t o pay for the care and mainten
infrastructure;

The lowest cost of interest rates stemming from the deutdder r el ed backstop of
Triple-A rated full faith and credit;

The likelihood this approach would not be #ide to state net tax supported debihce it

relies on a newly identified revenue souraed would not negatively impact debt ratios and

other capital financing prioritiegnd

An administratively simple approach, since the MFDIA would be collectéteisame

fashion as the current motor fuels taxes and fees.
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Statutory Reference(Act 164 of 2008)

Sec. 29.BRIDGES AND CULVERTS, LONGTERM ASSESSMENT,
FUNDING OPTIONS

(a) The state treasurer, working jointly with the agency of transportation and the joint fiscal
office, shall prepare a report containing a khagn needs assessment for repair, maintenance, and
rehabilitation of bridges and culverts in the state and proviugirig options and recommendations
for such longterm needs.

(b) The report shall include, but not be limited to, the following:

(1) anevaluation of bridges and culverts using the established performance measures defined
and used by the agencyofira por t ati onds program devel opment d
estimated costs, for meeting such performance measures;

(2) a definition ofpreventativena i nt enance, pr e-garplanfordoiag agency ¢
such maintenance, and the estimatestctor this maintenance;

(3) an estimate of the cost of replacing structures over the age of 70 years.

(c) The funding options and recommendations shall be developed by the state treasurer, who
shall select and oversee, pursuant to a public competiieetion process, an investment bank to
act as an adviser to the state to develop multiple financing proposals, including but not limited to
general obligation, revenue, and GARVEE bond options, for atlenmg program dedicated to
funding life cycle rehkilitation work on bridges and culverts in the state system and on town bridges
eligible for funding under the town highway bridge program that will extend the useful lives of these
structures on a lontgrm, costeffective basis.

(d) On or before Novembel5, 2008, the treasurer shall provide the report to a special committee
composed of the followingthe members of the joint transportation oversight committee, the
secretary of transportation, the treasurer, the secretary of administration, two guizrnat
appointees, and the commissioner of finance and manageftenthair of the Joint transportation
oversight committee shall be the chair of the special committee. The special committee shall meet as
necessary to review the report, and by Decemb200d8 shall make such recommendations to the
governor as the committee may deem appropriate regarding funding options for such programs,
including annual reductions in the amount of transportation funds appropriated for general
government purposes as wafl other state revenues generated by transportation functions that are
not deposited in the transportation fund.

(e) The state treasurer shall also provide the report to the capital debt affordability advisory
committee for its consideration and deliberas.
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Office of the State Treasurer

Debt Information and Schedules

Bond Type

20 year Double Barrel
20 year Trans Revenue
30 year Double Barrel

30 year Trans Revenue

Vermont Bridge Funding Study
Summary of Financing Options
Amounts Issuable
Coverage Amount Coverage Amount
Ratio Issuable Ratio Issuable
1.25x $189,000,000 1.5x $157,000,00
1.75x $133,000,000 1.5x $156,000,00
1.25x $219,000,000 1.5x $181,500,00
1.75x $153,000,000 1.5x $180,000,00(
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VERMONT

2009

Estimated Debt Service Schedule Computed on: 16-Nov-08
For the: | Assumptions: Bond Amount:
State of Vermont Bonds Delivered: 01-Jan-09
FY 2009 Double Barrel [Bonds Rated AAA/AA+ $ 189,000,000
Estimated % Rates as of: 31-Oct-08 TERM: 20 Years
Payment $Amount of Est % $Amount of $Total $Total
# Years Dates Principal Rates Interest Debt Service Fiscal Year
January-09 0
July-09 4,066,335 4,066,335
1 January-10 9,450,000 1.850% 4,066,335 13,516,335 17,582,670
July-10 3,978,923 3,978,923
2 January-11 9,450,000 2.310% 3,978,923 13,428,923 17,407,845
July-11 3,869,775 3,869,775
3 January-12 9,450,000 2.770% 3,869,775 13,319,775 17,189,550
July-12 3,738,893 3,738,893
4 January-13 9,450,000 3.230% 3,738,893 13,188,893 16,927,785
July-13 3,586,275 3,586,275
5 January-14 9,450,000 3.690% 3,586,275 13,036,275 16,622,550
July-14 3,411,923 3,411,923
6 January-15 9,450,000 3.870% 3,411,923 12,861,923 16,273,845
July-15 3,229,065 3,229,065
7 January-16 9,450,000 4.060% 3,229,065 12,679,065 15,908,130
July-16 3,037,230 3,037,230
8 January-17 9,450,000 4.240% 3,037,230 12,487,230 15,524,460
July-17 2,836,890 2,836,890
9 January-18 9,450,000 4.430% 2,836,890 12,286,890 15,123,780
July-18 2,627,573 2,627,573
10 January-19 9,450,000 4.610% 2,627,573 12,077,573 14,705,145
July-19 2,409,750 2,409,750
11 January-20 9,450,000 4.720% 2,409,750 11,859,750 14,269,500
July-20 2,186,730 2,186,730
12 January-21 9,450,000 4.820% 2,186,730 11,636,730 13,823,460
July-21 1,958,985 1,958,985
13 January-22 9,450,000 4.930% 1,958,985 11,408,985 13,367,970
July-22 1,726,043 1,726,043
14 January-23 9,450,000 5.030% 1,726,043 11,176,043 12,902,085
July-23 1,488,375 1,488,375
15 January-24 9,450,000 5.140% 1,488,375 10,938,375 12,426,750
July-24 1,245,510 1,245,510
16 January-25 9,450,000 5.180% 1,245,510 10,695,510 11,941,020
July-25 1,000,755 1,000,755
17 January-26 9,450,000 5.230% 1,000,755 10,450,755 11,451,510
July-26 753,638 753,638
18 January-27 9,450,000 5.270% 753,638 10,203,638 10,957,275
July-27 504,630 504,630
19 January-28 9,450,000 5.320% 504,630 9,954,630 10,459,260
July-28 253,260 253,260
20 January-29 9,450,000 5.360% 253,260 9,703,260 9,956,520
July-29 0 0
Total:| $ 189,000,000 $ 95,821,110 $ 284,821,110 $ 284,821,110
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