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CAPITAL DEBT AFFORDABILITY ADVISORY COMMITTEE (CDAAC)
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 State Treasurer (Chair)

 Secretary of Administration

 Vermont Municipal Bond Bank representative

 2 Governor Appointees

 Treasurer Appointee

 State Auditor (non-voting)

 Legislative Economist of other designee of JFO (non-voting)



CAPITAL DEBT AFFORDABILITY ADVISORY COMMITTEE

• The CDAAC was created by State statute in 1989 (32 V.S.A. § 1001)

• Annually reviews affordability of Vermont’s net tax-supported debt

• Reviews amount of bonds, notes, and other obligations the State has (moral 
obligation)

• Report due by September 30 to Governor and General Assembly– recommending 
amount of Net Tax-Supported Debt (NTSD) that may prudently be authorized for 
next fiscal year debt issuance

• Report to include the criteria that recognized bond rating agencies use to judge the 
quality of issues of State bonds, including
• Debt Per Capita

• Projected Debt Service as a Percentage of Revenues (combined General and Trans. Funds)

• Projected Debt Outstanding  as a Percentage of Total State Personal Income

• Recommendation is advisory; in practice, Governor and General Assembly have 
always adopted
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CDAAC CONSIDERATIONS

1. Amount of NTSD outstanding, and authorized but unissued amount

2. Projected schedule of NTSD for next 10 years

3. Projected debt service requirements

4. Criteria used by bond rating agencies

5. Amount of contingent liability debt outstanding and projected (moral obligation)

6. Impact of capital spending upon economic conditions and outlook for the State

7. Cost-benefit of various levels of debt financing, types of debt, maturity schedules

8. Projections of capital needs authorized by JFO, Agency of Transportation, other depts.

9. Any other factor relevant to State to meet its projected debt service requirements

10. Effect of new debt authorizations on each of the above considerations



Vermont Bond Ratings
• The major credit rating agencies are:

• Moody's Investors Service
• S&P Global Ratings
• Fitch Ratings

• The Rating Agencies generally look at several key 
indicators when assessing ratings:

• Economy, which typically includes 
assessments of state demographics, income 
and wealth assessment, GDP and growth 
prospects;

• Financial Performance, which typically 
assesses a state’s ability to generate revenues 
and manage expenditures;

• Governance assessments reflect qualitative 
assessments of a state’s policies and 
constitutional authorities, and

• Long-Term Liabilities, including debt, leases, 
pension and OPEBs.

• In November 2025, Moody’s affirmed the State’s 
rating of Aa1 and Fitch and S&P affirmed the rating 
of AA+, all with Stable outlooks.  These are all the 
2nd highest rating assigned.

• Vermont’s high bond ratings result in low interest 

rates (borrowing cost)

BOND RATINGS CHART
Moody's S&P Fitch Meaning

Investment 
Grade

Aaa AAA AAA High quality; minimal
risk of default

Aa1 AA+ AA+
High quality; very low

credit risk
Aa2 AA AA

Aa3 AA- AA-

A1 A+ A+ Upper-medium grade; 
low credit risk but 

somewhat specific 
susceptible to adverse

factors

A2 A A

A3 A- A-

Baa1 BBB+ BBB+
Medium grade;

moderate credit risk; 
may have some
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State Comparisons
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BENCHMARK - AAA RATED STATES
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DEBT PER CAPITA
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DEBT AS A PERCENTAGE OF PERSONAL INCOME
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DEBT METRIC PROJECTIONS
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VERMONT BOND ISSUANCE

- General Obligation (G.O.) Bonds are issued for numerous purposes including 
construction and renovation of state office buildings and state recreational, cultural, 
health and correctional facilities; making grants to municipalities for  funding 
wastewater and drinking water facility upgrades, transportation projects; and other 
capital projects.  These are 20 year issuances and are full faith and credit 
obligations of the State.

- Transportation Infrastructure Bonds were issued to pay for rehabilitation, 
reconstruction or replacement of State and municipal bridges, culverts and roads, 
State railroads, airports and other buildings with a remaining useful life of 30 years.  
These were Special Obligation bonds, payable from motor fuel transportation 
infrastructure assessments.  These were issued in 2010, 2012, 2013 for a total of 
$36,385,000 and were repaid in June 2022.



Net Tax Supported Debt and Moral Obligation Commitments
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ADDITIONAL CONSIDERATIONS

Rating Agencies now including “long-term liabilities” as rating factors. These are primarily
pension and OPEB liabilities.
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CDAAC Recommendations and Comments

18

• In September 2024, CDAAC issued report detailing two-year debt 
recommendation for 2026-27 biennium of $100,000,000

• This represents a reduction of 7% from the prior biennium and 37% since the
2014-15 recommendation

• Recent limited debt issuance by other states, including our peer Triple-A rated 
states, has resulted in a weakening of Vermont's debt ratio comparative ratings

• Other factors – economic volatility and uncertainty, competing capital projects 
from available federal and local infrastructure funds, potential impacts of labor 
and materials availability and supply chain issues, increasing costs and/or 
delaying project timelines, historically high inflation, significantly increased 
borrowing costs

• Significantly higher than average Authorized but Unissued Debt

• In September 2025, CDAAC affirmed the 2026-2027 two- year debt
recommendation of $100,000,000



2025 Series A and B Bond Issue – December 2025

Series A – Vermont Citizen Bonds
Issued $59,780,000 par to generate $66.9 million 
of project funds ($7.1 million premium).  
TIC – 3.58%

Series B – Refunding Bonds
Issued $66,385,000 par to refund $73.0 million of 
previously issued bonds, resulting in NPV savings 
of $2.3 million. 
TIC – 2.56%
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$100 M         il$100 Million G.O. Bond Issue (Projected)
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Sources of Funds
Bond Principal 89,725,000
Bond Premium 10,546,403

100,271,403

Uses of Funds
Capital Projects 100,000,000
Underwriter's Fee 269,175
Rounding 2,228

100,271,403

Total Debt Service 136,821,250
Maximum Annual Debt Service 8,976,250
Average Annual Debt Service 6,841,063
Average Life 10.5 years

Principal Interest Interest Debt
No. Year Amount Rate Amount Service

1 2026 4,490,000 5.000% 4,486,250 8,976,250
2 2027 4,490,000 5.000% 4,261,750 8,751,750
3 2028 4,490,000 5.000% 4,037,250 8,527,250
4 2029 4,490,000 5.000% 3,812,750 8,302,750
5 2030 4,490,000 5.000% 3,588,250 8,078,250
6 2031 4,485,000 5.000% 3,363,750 7,848,750
7 2032 4,485,000 5.000% 3,139,500 7,624,500
8 2033 4,485,000 5.000% 2,915,250 7,400,250
9 2034 4,485,000 5.000% 2,691,000 7,176,000

10 2035 4,485,000 5.000% 2,466,750 6,951,750
11 2036 4,485,000 5.000% 2,242,500 6,727,500
12 2037 4,485,000 5.000% 2,018,250 6,503,250
13 2038 4,485,000 5.000% 1,794,000 6,279,000
14 2039 4,485,000 5.000% 1,569,750 6,054,750
15 2040 4,485,000 5.000% 1,345,500 5,830,500
16 2041 4,485,000 5.000% 1,121,250 5,606,250
17 2042 4,485,000 5.000% 897,000 5,382,000
18 2043 4,485,000 5.000% 672,750 5,157,750
19 2044 4,485,000 5.000% 448,500 4,933,500
20 2045 4,485,000 5.000% 224,250 4,709,250

89,725,000 47,096,250 136,821,250

20-Year Bond Issue



School Construction Funding in Vermont
- Vermont historically funded school construction through the Capital Bill, with an appropriation 

to the Agency of Education, utilizing General Obligation (G.O.) Bonds, representing 
approximately 20 percent of total capital expenditures—about $10 million annually—until the 
suspension of this aid program in 2007. The Legislature subsequently extended the suspension 
several times with the intent of redesigning the State’s approach while continuing to meet 
previously authorized obligations. During the suspension period, the State continued to provide 
limited emergency aid, as well as financial support for PCB testing and remediation. 
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Outstanding School Construction Debt

23Source: Vermont Bond Bank



Outstanding School Construction Debt Service

24Source: Vermont Bond Bank



Rhode Island Model

- Rhode Island’s “Public School Revenue Bond Financing Program”, through which Rhode Island 
Health & Educational Building (RIHBEC) issues bonds on behalf of cities and towns for school 
construction, has facilitated almost $675 million of school bonding over the past few years.

- School Districts issue bonds through RIHBEC and the State pays a subsidy amount for the bond 
debt service

- This program has a strong credit rating and is not considered State NTSD because
- The bonds are backed by the local entity’s loans which carry a G.O. pledge and first lien on 

taxes and general fund revenues of the municipality, and
- There is a State Intercept requirement, which is the ability of RIHBEC to intercept other 

funds coming to the local district or municipality in order to pay any debt service shortfall
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Vermont Considerations
- With respect to legacy school debt, consistent with the February 1, 2024 School Construction 

Aid Taskforce Report, as long as debt reimbursement are awarded annually and subject to 
annual appropriation as school aid, these should not count as State net tax supported debt.  
With that said, a key part of the Rhode Island model was that debt was issued through RIHBEC; 
to the extent Vermont school district legacy debt was issued through the Vermont Bond Bank 
(which is true in most cases), then State reimbursement payments to a school district, which the 
district in turn may (but isn’t obliged to) use directly to pay its debt service to VBB creates an 
even greater degree of separation from State debt.

- With respect to bond capacity, during the most recent CDAAC meetings in Fall 2025, the 
Committee also reviewed an $86 million per year ($172 million for biennium) scenario 
corresponding to BGS’ “2024 10-Year Capital Plan.”  The resulting debt metric changes were 
detectable but likely not enough to affect the State’s credit ratings.
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Amount Authorized

Par Amount Issued

Amount Authorized and Unissued
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