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Legislative Direction 

The Legislature directed the Office of the State Treasurer to:   
 

“…explore the fiscal implications with respect to outstanding motor 
vehicle fuel transportation bonds and to future transportation bond 
sales, relating to any reduction, refunding, crediting, or repeal of the 
motor vehicle fuel tax, in whole or in part, that may occur in a 
transition to a potential road usage charge by which transportation 
activities may be funded in the future.  The exploration of fiscal 
implications must examine possible effects on the state credit rating, 
interest rates, and other factors that affect the cost of financing 
transportation projects...” 
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In April 2014, 
the Legislature 
added a new 
section to the 
adopted 2013-15 
transportation 
budget    



How does the MVFT  GO Pledge Work? 

Under Article VIII, Section 1(g) of the state constitution, the state 
may  
 

“…pledge its full faith, credit, and taxing power to guarantee the 
payment of any obligation payable from revenues received from 
any of the following sources:  (1) Fees collected by the state as 
license fees for motor vehicles; (2) Excise taxes collected by the 
state on the sale, distribution or use of motor vehicle fuel; and 
(3) Interest on the permanent common school fund:   
 
Provided, that the legislature shall, at all times, provide sufficient 
revenues from such sources to pay the principal and interest due on all 
obligations for which said source of revenue is pledged.”   

 
 
In this context, these bonds are not subject to the constitutional 
debt limit. 
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The MVFT GO 
Pledge ensures the 
lowest cost of 
funds for 
transportation 
projects. 



Findings 

1. It will not be possible to significantly reduce MVFT revenues 
until all of the obligations on MVFT GO bonds have been met.  

 
• Outstanding MVFT GO bonds can only be repaid with 

MVFT revenues.  
 
• MVFT revenues must be maintained at levels  sufficient to 

meet all obligations over the life of the bonds.  
 

• Repealing the gas tax would be an unconstitutional 
impairment of the state’s bond contract with owners of 
outstanding MVFT-GO bonds and violate the legislative 
commitment to provide MVFT revenues at all times to pay 
the debt service on those bonds. 

 
• Significant reductions or refunds of MVFT revenues could 

be seen by the market as a threat to the state’s ability to 
consistently pay debt service on outstanding MVFT GO 
bonds. This could negatively impact the state’s credit ratings 
and increase borrowing costs across the board.   
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There are currently 
$7.3 billion 
outstanding 
MVFT GO bonds 
with the longest 
maturities 
extending beyond 
25 years.  



Findings  (cont’d) 

2. It may be possible to leverage road usage charges to fund 
transportation projects at the state’s lowest borrowing costs 
within the current constitutional framework. 

  
• If the road usage charges can be structured as motor vehicle 

license fees, the state could authorize a new series of bonds 
pledging both road usage charges and MVFT revenues, with 
an overall pledge of the state’s full faith and credit, outside 
the state’s debt limit.  
 
o The state’s capacity to issue transportation bonds would 

increase to the extent that new road usage charges exceed 
any declines in MVFT revenues. 

 
• This transition envisions maintaining MVFT revenues to pay 

existing obligations and to support new bonds backed by 
both revenue streams.  
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Constitutional 
constraints 



Findings (cont’d) 

3. Under current law, road usage charges which are not 
structured as motor vehicle license fees, could be leveraged – 
outside of the debt limit – but only in the form of revenue 
bonds.  

 
• Revenue bonds, particularly those leveraging a new 

untested revenue stream, typically have  
 
o higher borrowing costs,  

 
o higher coverage requirements and  
 
o credit enhancements.  
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Revenue Bonds 
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Updated SR 520 Finance Plan - As of 1/16/2015 
 

SR 520 Finance Plan incorporates latest data as of January 2015:  
 

Net Toll Revenues 
Gross SR 520 Toll revenues 
O&M expenditures 
 

Construction Costs 
 
Estimated R&R expenditures 
 
Interest Rates 
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SR 520 Finance Plan - As of 1/16/2015 
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All Required Expenditures/Deposits Coverage 

Third Tier (Triple Pledge) Debt Service TIFIA Loan Debt Service First Tier (Toll Revenue) Debt Service

Deposits to Deferred Sales Tax Sub-Account Deposits to O&M Reserve Motor Vehicle Fund Repayment

Deposits to R&R Reserve Revenue Stabilization Account PAYGO from Tolls

O&M Working Capital Net Toll Revenues

SR 520 Finance Plan - As of 1/16/2015 
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