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 Bond Bank was created in Fiftieth Biennial Session (1969 / 
1970) by the General Assembly

 Creation followed period of school construction spending 
financed with short term borrowing

 Bond Bank provided long term financing solution

 First bond issue in 1971 exclusively provided loans to local 
schools

Vermont Municipal Bond Bank 
(d/b/a Vermont Bond Bank)



Bond Bank Priorities for School Construction Aid
Vermont’s school facilities are a liability that requires a policy solution
The current system is not keeping pace with depreciation, which increases financial risk to school districts. 

Schools are social infrastructure with and without students
In the process of finding efficiency, Vermont cannot make this a zero-sum decision for communities and should assist 
communities in preserving social infrastructure with planning and capital grants alongside subsidies for new school 
construction. Adaptive reuse of schools for housing has occurred throughout the state and is one example of a potential 
“win-win” outcome.

Vermont has an economic mechanism but not a political economy for financing school construction The political economy 
of school construction must be changed through financial incentives. The Bond Bank regularly provides estimated debt 
service schedules for schools considering bond votes. It also regularly receives notice that the bond votes failed.

The State of Vermont’s credit rating should be leveraged through the Bond Bank
The Bond Bank’s public credit rating is derived from the State of Vermont but its debt issuance has minimal impacts on the 
state’s rating. This is not an accident, and the Bond Bank took significant steps over the past several years to restructure the 
security structure of its bonds to allow this flexibility. 

The Bond Bank’s state intercept should be perfected by modifying the flow of educational property taxes 
On paper, every school district in Vermont should benefit given a statewide educational tax system but the Bond Bank can 
only intercept dollars that come from the State of Vermont to borrowers and not dollars transferred from town tax collectors 
to school districts directly. Rerouting this flow of funds from town tax collectors to the state would allow the Bond Bank to 
“perfect” the intercept credit enhancement and ensure every school district would benefit while also allowing every 
borrower to benefit from this enhancement. 

State support should be optimized when other low-cost sources are unavailable 
Energy efficiency and renewable energy components of projects will benefit from incentives through the Inflation Reduction 
Act and energy efficiency utilities within the state. Financial support for schools should be directed to the aggregate project 
cost rather than specific uses for this reason.
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 Unadjusted dollars

 Exclusively reflects Bond Bank data for loan activity 
(i.e. loans through private banks or other sources not part of dataset)

 Bond Bank made $807.08 million in loans over past 52 years 

 Total activity of shown of $1.316 billion (61% Bond Bank; 22% State Aid) 
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 Dollars adjusted using Northeast Urban CPI from BLS; does not consider construction cost indices

 Exclusively reflects Bond Bank data for issuance activity 
(i.e. loans through private banks or other sources not part of dataset)

 On inflation adjusted basis, Bond Bank made $1.69 billion in loans over past 52 years 

 Total activity shown of $2.416 billion (70% Bond Bank; 21% State Aid)

NE URBAN CPI ADJUSTED VT SCHOOL CONSTRUCTION SPENDING - 1971 TO PRESENT

Sources: VT Bond Bank; VTJFO

270,430,314 

133,499,735 

65,304,686 

165,000,000 

31,685,445 

1971 1982 1987 1992 1997 2002 2007 2012 2017 2022

Issued City of Burlington SD State Construction Aid Winooski SD
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Aggregate School District Debt Service for Loans Held by the Bond Bank
As of January 20, 2023

[Note] Does not include sequestration related interest on qualified school construction bonds; adjusted for escrowed loans
Savings rebates provided when Bond Bank refunds underlying bonds for savings--passed to borrowers without new loan agreement

FISCAL YEAR PAYMENT

44742 Principal Interest
Savings 

Rebates
Net Debt 

Service
6/30/2023 20,177,278 6,043,150 (728,321) 25,492,107
6/30/2024 19,843,553 5,457,580 (668,221) 24,632,912
6/30/2025 17,633,403 4,850,150 (722,002) 21,761,552
6/30/2026 15,858,167 4,297,959 (783,044) 19,373,082
6/30/2027 14,687,012 3,782,116 (395,381) 18,073,747
6/30/2028 12,753,009 3,321,602 (305,228) 15,769,384
6/30/2029 11,490,518 2,913,315 (140,567) 14,263,266
6/30/2030 10,578,793 2,542,478 (98,964) 13,022,308
6/30/2031 9,025,149 2,220,970 (59,984) 11,186,135
6/30/2032 8,914,349 1,932,317 (45,906) 10,800,761
6/30/2033 8,659,933 1,640,223 (28,200) 10,271,956
6/30/2034 7,008,853 1,371,543 (12,458) 8,367,938
6/30/2035 6,229,236 1,144,262 0 7,373,498
6/30/2036 6,032,236 935,745 0 6,967,981
6/30/2037 5,935,736 731,565 0 6,667,300
6/30/2038 4,916,552 543,915 0 5,460,467
6/30/2039 3,796,550 394,881 0 4,191,431
6/30/2040 2,414,661 292,812 0 2,707,474
6/30/2041 2,013,560 220,924 0 2,234,484
6/30/2042 1,435,160 162,404 0 1,597,565
6/30/2043 1,010,160 117,096 0 1,127,256
6/30/2044 488,183 87,046 0 575,229
6/30/2045 463,823 66,762 0 530,585
6/30/2046 463,823 46,949 0 510,772
6/30/2047 463,823 27,135 0 490,958
6/30/2048 383,823 8,614 0 392,437
6/30/2049 0 0 0 0

Total 192,677,346 45,153,512 (3,988,275) 233,842,583
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Median Moody’s Median*

Category Definition (Adopted from Moody’s Investor Services Definitions) Bond Bank All
“A” Rated 

w/Enrollment 
>1k and <=5k

Unassigned / assigned 
GF Balance as % of 
Revenue

Combined unassigned and assigned general fund balance divided by total general fund 
revenues 6.0% 26.8% 23.5%

Cash as % of Revenue Cash and investments for the general fund, divided by total general fund revenues 14.8% 31.2% 26.8%

Total Long-Term Debt Bonded debt and similar obligations reported for Governmental Activities only (i.e. no 
enterprise or business type activities); debt associated with pending loan applications 
included

$1.70 
million

$35.3 
million

$26.0
Million

Debt Service as % of 
Operating Expenses

Debt service expenditures (principal and interest) for all operating funds combined divided 
by operating expenditures (including expenditure of debt service funds); debt service 
associated with pending loan applications included

1.9% --- ---

Debt Service as % of 
Revenue

Debt service expenditures (principal and interest) for all operating funds (including debt 
service funds) combined divided by operating revenues including expenditure of debt 
service funds; debt service associated with pending loan applications included

1.7% 5.5% 5.8%

10 Year Debt Payoff Amount of principal that will be amortized in next ten years divided by total long-term debt 
(debt associated with pending loan applications not included) 87.8% --- ---

Long Term Debt to 
Revenue

Long-term debt (including current portion and capital leases) divided operating revenues 
(expressed as a percent) 11.0% --- ---

Capital Asset 
Depreciation*

Ratio of Accumulated Depreciation to Gross Depreciable Assets (excluding land and 
construction in progress). A ratio above 65% indicates reinvestment in capital assets is 
lagging behind depreciation, signaling the likelihood (necessity) of future debt issuance.

57.4% --- ---

*from financial statements not facilities assessment



Intercept Programs to Support Schools
Primary Act 47 Recovery Plan 

8Source: Fidelity Capital Markets; State School District Credit 
Enhancement Programs 

 Nearly every state has some sort of credit 
enhancement for school construction financings

 Most programs structured around a state 
intercept program

 Typically “notched” off the GO rating of the 
state

 Vermont State Intercept Program rated “Aa2” 
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Portfolio Diversification 
– diversified portfolio 
across the state 
partially mitigates 
environmental 
exposure

Access and Rate Equity 
– same rate provided to 
all borrowers 

Portfolio Diversification

Stability and expertise despite local staffing challenges – consolidated debt 
expertise despite wider financial officer recruitment challenges 



Local School Bond Issuance Capacity
But…at what cost?

RELATIONSHIP OF SUBSIDY AMOUNT AND TOTAL DEBT
Debt Service Aid / Subsidy

School Debt Annual PMT 20% 40%
$100 $5.78 $1.16 $2.31

$1,000,000 $57,830 $11,566 $23,132
$10,000,000 $578,301 $115,660 $231,320

$100,000,000 $5,783,010 $1,156,602 $2,313,204
$1,000,000,000 $57,830,099 $11,566,020 $23,132,040

[Note] For illustrative purposes only; 
Assumes current market conditions and 30 year level d/s

High Potential for Market Absorption
 Downgrades to either the State of Vermont or Bond 

Bank’s credit rating would impact all governmental units 
across the state

 National school medians for d/s to operating revenue is 
5.5%

 Applied to statewide education spending in FY 23 ($1.56 
b) the above ratio would support approximately $86 
million in annual d/s, which equates to approximately 
$1.2 billion in debt using Moody’s methodology (i.e. 20 
year level d/s at current market rates)

 Combined debt outstanding of the Bond Bank and State 
of Vermont equals approximately $1.1 billion (following 
Bond Bank’s anticipated winter bond sale)

 Growing Vermont’s workforce and reversing an aging 
population

 Improving housing options by lowering geographic 
disparities in access to quality educational facilities

 Access to climate resilient social infrastructure to 
support community needs

Concurrent Statewide Goals
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