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• Creation followed period of school construction 
financed with short term borrowing

• Bond Bank provided long term financing

• First Bond Bank in the country!

• First bond issue in 1971 exclusively for schools

Established by state statute in 1970 as an
 “instrumentality exercising public and essential

 governmental functions”
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VBB Borrowers
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Local Governments – 66%

Local Districts – 7%

School Districts – 27%



Bond Bank Programs
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 Water, wastewater, and stormwater
 In partnership with VT DEC
 Capitalized with EPA funds

State Revolving Funds ($430 million)Pooled Loan Program ($788 million)

 Provides access to financing for:
 Towns, cities, counties, incorporated villages

 Special Districts (water, fire, solid waste, etc.)

 School Districts

 Essentially any type of government institution

 For any type of physical infrastructure:
 Roads, bridges, sidewalks, streetscapes

 Water, sewer, stormwater

 Buildings

 Energy efficiency projects

 Equipment

 Refinance FEMA, USDA, etc. debt

Other Programs ($28 million)

 Flexible Loan Fund

 Energy Projects (EEREP)

 Flood Recovery (MCRF)

 Small Water System Capacity & Resiliency (SCRP)

 Housing Infrastructure Loan Program (HILP) 

Support / Technical Assistance

 Capital Planning
 Debt Capacity



What is a Capital Plan?
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 “The capital infrastructure built and maintained by local government is essential for a thriving 
community” – Government Finance Officers Association 

 Plan for maintaining, updating, and improving capital assets

 Document where other plans and studies become real through financial plan to accommodate 
the capital improvements needed

 Should cover at least five years, with best practice 10 to 25 years in length 

 It’s a plan!!! “All models are wrong, though some are useful.”



Ideal table of contents
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 Narrative describing vision and tie to larger planning efforts 

 Capital asset policy – describes what constitutes a capital asset and depreciation schedule

 Example definition: long lived assets with initial purchase value (capitalization threshold) in excess of $10,000 

 Debt management and capital reserve policy – defines the amount of debt desired alongside policy for making capital 
reserve contributions

 Description of process for prioritizing projects and related scorecard

 Typically points based system including items such: 

Examples: https://www.vtbondbank.org/resource/capital-planning-resource-page

 Aggregate summary of projects by department with individual project solicitations attached as appendix to plan

 Long term financial projection in which sources equal uses 

Health and safety Essentiality Depreciation / 
desired level of 
service

Community demand 
/ need

Lifecycle costs

Departmental 
priority

Climate resilience Population equity Availability of 
sources

Value



DEBT SERVICE AS % OF REVENUE
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No Pain Pain 

Note 1: The primary source for large scale local capital projects is debt.
Note 2: Debt service as % of revenue representing proxy for capital spending allocation in annual budget
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Some Pain – More Gain

Note: Level funding at 6% of budget results in reserves available to downsize debt issuance in year 10 by 
corresponding amount
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What amount of debt service can be incurred while maintaining an affordable tax burden or other 
municipal fee structure?

What amount of debt is appropriate before crowding out other important areas of community 
spending?

What amount of debt will lenders provide and at what cost? 

Debt 
Affordability

Debt Capacity

Debt capacity measures a government’s ability to take on debt. It’s a way that leaders and 
stakeholders can determine the affordability and risk of potential debt— and ensure decisions 

are made in the best interest of both present and future stakeholders. - GFOA



Financial Benchmarking Overview
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 Based on medians

Most used method to establish debt 
capacity given competing goals

 Codified in debt policy

 Does not preclude capital spending 
in excess of debt capacity limits; just 
amount financed by debt

 Lenders also use benchmarking for 
credit evaluation (affordability)

Governmental activities typically 
benchmarked separately from self-
supporting or revenue bond debt



A Glimpse into Credit Review / Debt Capacity
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Gov. Act. Operating Ratios

Sub-Category Last 
Audit

2026 
VBB 

Median

Moody’s “A” 
Pop < 10k*

Notes

Unassigned + Assigned
General Fund Balance as % of 
Revenue

12.9% 49.4% Indictor of financial resources available for investment 
and resiliency 

Cash as % of Revenue 40.75% 63.6% Cash available for on-going operations

Capital Asset Depreciation 
(Ratio of Accumulated Depreciation 
to Original Value)**

44.3% --- Indicator of relative age of infrastructure from 
financial accounting perspective

* “Cities and Counties—US Medians,” published November 7, 2024
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Gov. Act. Debt Ratios

Last
Audit

2026 VBB 
Median

Moody’s “A” 
Pop < 10k *

Notes

Total Long-Term Debt (LTD) $1.28 million ---

Debt Service as % of 
Operating Expenses

5.3% 10.5% Indication as to amount of budget consumed by 
debt service; higher amounts may indicate crowding 
out of other spending priorities or alternative capital 
spending (ex. PAYGO)

Debt Service as % of 
Revenue

5.6% 10.2% See above

Gov Activities LTD as % of 
Revenue

38.8% 187.5% Indicator of debt relative to the size of annual 
revenues of a community

Gov Act LTD as % of 
Equalized Value

0.25% 1.5% Indicator of level of leverage of community wealth

Gov Act Debt per Capita $578 --- Indication of how much general obligation debt per 
person living in town

* “Cities and Counties—US Medians,” published November 7, 2024
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Municipal Climate Recovery Fund

Year Event Capitalization 
Source 

Amount Available 
to Loan

Demand Communities 
Served

Notes

2023 July / 
August 
Floods

State of 
Vermont 
Loan 

$15 mm $35.5 mm 19 Borrowers were 
directed towards 
clean up costs

2024 July Floods State FEMA 
Match Float

$5 mm $5 mm 4 Designed for select 
communities that 
had residences cut 
off from services

2024 July Floods State of 
Vermont 
Loan

Renewed $15 mm 
plus an additional 
$5 mm, resulting 
in $12.8 mm NM 

capacity

$31 mm 9

$25 mm in lending capacity provided $33 mm in loans and served 27 unique towns 

1-to-7-year terms with 
up to 2 years interest 

only @ low cost



Municipal Climate Recovery Fund



Towns of St. Johnsbury and Lyndon
Overview: The neighboring towns of St. Johnsbury (pop.7,364) and Lyndon (pop. 
5,491) serve as a hub for the rural, economically-challenged Northeast Kingdom 
region of Vermont. Home to Northeastern Vermont Regional Hospital and a 
Vermont State University campus, the towns provide critical access to medical care 
and higher education. In July 2023, flooding was relatively minor compared to 
some Vermont towns, with about $700k in municipal damage. However, in July 
2024, the area saw two major storms, the second of which dumped 8 inches of 
rain on St. Johnsbury in just a few hours on top of saturated soil. Damage to the 
municipalities was estimated to be over $20 million. Eventually, FEMA is expected 
to help address some of the cost. In the meantime, the Bond Bank made MCRF 
loans totaling $5.124 million to the two towns to provide critical immediate relief.

St. Johnsbury and Lyndon by the Numbers

Est. Total Damage: $23 million

Combined Approx. Annual Budget: $15 million

St. Johnsbury Poverty Rate: 17.6%

Lyndon Poverty Rate: 14.0%

St. Johnsbury MHI as % of State MHI: 72%

Lyndon MHI as % of State MHI: 79%

CRA Eligibility: Eligible

MCRF Loan to Lyndon: $4,000,000

MCRF Loan to St. Johnsbury: $1,124,000

MCRF Loan Interest Rate: 1.3%
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Vermont FEMA Dependence Risk



Historic FEMA PA Obligations in Vermont



Future FEMA Obligation Uncertainty

Pending Changes to FEMA:

• Less funding available

• Responsibility shifting to state

• Higher threshold for disaster 
declarations

• Potentially no funding for localized 
events

• Emphasis on planning (states and 
local units of government with strong 
planning and history of hazard 
mitigation likely prioritized)



Focusing on Most Vulnerable Assets – TRPT & VT Culverts!



Other Resources Available – Flood Ready VT & RIVER



Other Resources Available – Climate Action Office



Other Resources Available



Municipal Climate Recovery Fund Proposal
Primary Act 47 Recovery Plan 

28

The Bond Bank is working to scale and make permanent the MCRF in pursuit of the 
following objectives for Vermont communities 



Impact Mitigation

Pre-Event Post-Event
• Capital planning and 

infrastructure prioritization
• Transparent risk reduction 

strategy
• Engagement with RPCs and 

statewide resources
• Community-level quantification 

of costs and benefits of options 
– inc. costs of doing nothing, 
opportunity costs, and avoided 
costs 

• Improved fiscal health  

• Appropriate access to liquidity
• Fiscal and service stability 
• Reduced disruptions to civic life 
• Reduced dependence on federal 

support
• Rapid recovery
• Rebuilding the right way / 

mitigation
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SHORT TERM MEDIUM TERM LONG TERM
MCRF Loan 
Eligibility 

The Bond Bank will make the MCRF available for all Vermont municipalities with prioritization of 
financing based on its existing methodology. Access to the MCRF is an entry point to engage as many 
municipalities as possible with the actions below. Incentives described below will complement baseline 
access.

Municipal 
Requirements

- Capital plan including 
transportation network

- Progress and policies towards 
reserve financial benchmarks

- Contract and/or plan for post-
event federal and state reporting

- Measurable risk 
reduction on the most 
vulnerable 
transportation assets, 
including repair, retire, 
replace, and improve

- Full asset vulnerability 
analysis with a plan for 
actions 

Tools - Low cost deferred repayment planning and engineering loans

- Disaster Reserve Benchmarks

- Other?
Incentives / 
Access

Adaptation Grant Access for Post-Event Recovery / Non-Federal Event Insurance

Discounted Rates for Implementation Loans
Price in infrastructure risk in Bond 
Bank loan rates



Disaster Reserve Benchmarks
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https://www.vtbondbank.org/reservebenchmarks

 Based on historic road and bridge FEMA losses
 Provides annual contribution benchmark
 Provides terminal reserve amount 
 Includes comparison of Transportation 

Resource Planning Tool vulnerability



Sign up for the Bond Bank Newsletter to Stay Informed
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Michael Gaughan
Executive Director

michael@vtbondagency.org
802-861-0073

Elizabeth King
Finance Director

elizabeth@vtbondagency.org
802-861-0075

Nick Koleszar
Financial Analyst

nick@vtbondagency.org
802-881-4331

Ken Linge
Senior Loan Officer

ken@vtbondagency.org
802-861-0074
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