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Context for the Cash Funad

* Traditionally, Capital Projects
have been paid with funds from
the issuance of General
Obligation (GO) Bonds

e Capital Projects include the

building and maintaining of long-
term physical assets

e Using borrowed funds, like GO
Bonds, aligns the use of the asset
with the financing of the asset
through the Debt Service

P ay m e n t Source: Waterbury Record; State Office Complex Transformed
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Debt Service

* When the State issues a bond, it
incurs a debt service obligation
(typically for 20 years)

* The debt service payment is both
tbhe grincipal and interest on the
on

* The interest payment is subject to the
current economic conditions

* Itis variable over time
* Payments are typically structured as
level principal payments

* The budgeted fiscal year 2026 debt
service payment is $81.16 million
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Pay-Go

* Instead of issuing bonds, and
incurring annual debt obligation,
former Treasurer Pearce and
others began discussing a “Pay-
Go” idea for financing capital
projects

* “Pay-Go” meaning pay-as-you-go
or using General Fund cash for
capital projects to save on
interest costs
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Cash Funad

* The Cash Fund for Capital and Essential Investments was established
in Sec. E.106.1 of Act 185 (the fiscal year 2022 appropriations act)

« Amended in Sec. C.105 of Act 78 (2023)
e Codifiedin 32 V.S.A. § 1001b

» Report prepared by Department of Finance and Management
e Published January 2023, per Act 185
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Fund Structure

* There are two subaccounts with the Fund

» Capital Infrastructure subaccount

* “to defray the costs of future capital expenditures that would otherwise be authorized in
the capital construction act and paid for using the State’s general obligation bonding
authority and debt service obligations or paid for as a direct associated cost of a capital
project”

e Other Infrastructure, Essential Investments, and Reserves subaccount

* “to fund essential investments and infrastructure needs, create reserves for these
expenditures, and make contingent appropriations for other infrastructure investments
as authorized by the general assembly”

1 Baldwin Street e Montpelier, VT 05633-5701 e (802) 828-2295 e https://ljfo.vermont.gov



How Does the Cash Fund Receive Revenue?

* There is currently no
dedicated source of funds

Cash Fund Transfers

(in millions) to the CaSh Fund

FY 2023 One-time Transfer 25.0 e The General Assembly may
FY 2023 Contingent Transfer 45.9 recommended one-time

FY 2024 One-time Transfer sub account (a) 17.7 transfers to the fund

FY 2024 One-time Transfer sub account (b) 49.5 e The Governor has

FY 2025 One-time Transfer sub account (a) 6.7 recommended an annual
FY 2024 Contingent Transfer sub account (b) 12.5 transfer in the last three

FY 2026 One-time Transfer sub account (a) 9.6 budgetS’ and the General

Assembly has concurred
with a transfer

1 Baldwin Street e Montpelier, VT 05633-5701 e (802) 828-2295 e https://ljfo.vermont.gov 7




Revenue to the Cash Funad

Title 32 : Taxation and Finance

Chapter 013 : Debts and Claims
Subchapter 008 : MANAGEMENT OF STATE DEBT

(Cite as: 32 V.S.A. § 1001b)

§ 1001b. Cash fund for Capital and Essential Investments
(b) Fund Accounts.
(1) Capital Infrastructure subaccount. The Capital Infrastructure subaccount may consist of:

(A) transfers made by the General Assembly of four percent or less of the last completed fiscal
year's General Fund appropriations, less the amount necessary to fund the State’s general obligation
debt service in the year for which the transfer is being made, as determined by the State Treasurer and
the Commissioner of Finance and Management; and

(B) any interest earned by the subaccount.
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Appropriations from the Cash Fund;

Capital Infrastructure Subaccount

: FY 2026 Cash Fund A iati in mili
* The Capital Infrastructure ash Fund Appropriations (in milions)
. (1) BGS - major maintenance 1.51
Su ba ccou nt IS fO r (2) BGS - planning, reuse, contingency 0.25
”t ra d itiona I” ca plta I fu N d (3) BGS - physical security e'nh.ancements 0.25
. (4) BGS - State House repointing 0.22
p ro J ects ) BGS - uninterruptable power supply at Middlesex 0.25
* Per 32 V.S.A. § 1001b(c)(1) P

. . . (6) BGS - Windsor County Court House renovation 6.90

* Tangible capital investments _ ' _ _
(per Section 309 of Title 32) (7) VVH - demgn. a'nd c.onstrucUon o.f American Unit  1.50
with an anticipated lifespan of ®) ACCD - municipal infrastructure improvement 550

grants

20 Years _Or more ) (9) DFW - Walleye Association 0.03
* Engineering and architectural (10) DPS - dry hydrant program 0.04
costs directly associated with a Total 13.44

proposed capital project
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Appropriations from the Cash Fund;

Other Infrastructure, Essential Investments, and Reserves
Subaccount

* The Other Infrastructure, Essential Investments, and Reserves
Subaccount is for “traditional” capital fund projects AND other
investments

« Per 32 V.S.A. § 1001b(c)(2)

* Anything allowed in the Capital Infrastructure Subaccount

* Any other essential investments and infrastructure needs, including transportation-
related projects and capitalization of revolving loan funds

 State match for Infrastructure Investment and Jobs Act (I1JA)
* Transportation related projects (2025 H.493 D.101(a)(5))
* Water and wastewater related projects (2025 H.493 Sec. B.1100(m)(4))
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Cash Fund Appropriations

* Typically, the Governor proposes Cash Fund appropriations as part of
the Capital Bill

* The General Assembly has incorporated Cash Fund appropriations
into the big bill

* Funds were appropriated from the Cash Fund in the last three big bills

* Fiscal year 2024 budget — Sec. B.1105 of Act 78 (2023) as amended by Sec.
C.114 of Act 113 (2024)

* Fiscal year 2025 budget — Sec. B.1103 of Act 113 (2024)
* Fiscal year 2026 budget — Sec. B.1103 of H.493 (2025)
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