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Dear Members of the Board,

| am pleased to present the Fiscal Year 2015 Report on Debt Management. This is the final iteration of the annual debt
management report issued before the completion of the new statewide debt affordability study launched earlier this year.

In June 2016 at the request of our office, the General Assembly approved legislation that strengthens Rhode Island’s debt
management, including changes to the Public Finance Management Board’s (PFMB’s) statutory charge. While Exhibit A of
this report has a complete summary of these legislative changes, new PFMB reporting requirements are of note.
Specifically, the 2016 legislation contains reporting requirements that call for the PFMB to produce a debt affordability study,
which will include recommended limits of debt capacity for each issuer of debt in the State, no less frequently than every two
years. This study will evaluate the capacity of state, regional, municipal, public and quasi-public corporations, fire districts
and special districts that have the authority to issue revenue bonds, general obligation bonds or notes, and lease
participation certificates to issue such obligations.

The PFMB and Treasury staff have begun work on the debt affordability study, with a goal of completing the study in early
2017. This will be the first debt affordability study the state has undertaken since the 1990s and the first time that such a
study will include recommended debt affordability targets for all Rhode Island debt issuers. Going forward, it is likely that the
nature and scope of this annual report will change materially once the PFMB begins releasing its bi-annual debt affordability
study.

Among the highlights from this year’'s annual report, which is based on public debt data at the close of the of the 2015 fiscal
year:

e The state’s net tax supported debt totaled $1.717 billion at the close of FY 2015, compared to $1.816 billion at the
close of FY 2014.

50 Service Avenue * Warwick, Rhode Island 02886-1021 « (401) 4627650 / Fax 462—-7696



e The ratio of total state tax supported debt service to general revenues during FY 2015 was 6.33%, well within the
PFMB'’s guideline of 7.5%. Total state tax supported debt to personal income was 3.27%, which was below the
5.0% to 6.0% guideline. It should be noted that both of these guidelines, which have been unchanged since 1999,
may be revisited following the completion of the new affordability study.

¢ In connection with the issuance of State GO bonds in 2016 the rating agencies published credit reports maintaining
ratings of Aa2/AA/AA by Moody’s, Standard & Poor’s and Fitch, respectively. Notably, each of the rating agencies
also now has applied a long term ratings outlook of stable. This year is the first time since 2007 that all three
agencies have a stable outlook on the State’s GO bonds.

e Total quasi-public agency debt totaled $7.70 billion at the close of FY 2015, compared to $8.09 billion at the close
of FY 2014.

e Municipal tax-supported debt totaled $1.58 billion at the close of FY 2015, compared to $1.65 billion at the close of
FY 2014.

As demonstrated by the following report, Rhode Island’s recent fiscal policy reforms and investments in economic
development have contributed to a strengthened fiscal condition.

e As a result of the state’s 2011 pension reform and 2015 settlement agreement, the unfunded pension liability for
State employees and teachers is $3.6 billion lower than it was projected to be before pension reform. The FY 2016
Annual Required Contribution (ARC) is projected to be $400 million lower than it would have been without pension
reform.

e The Reinventing Medicaid Act of 2015 is on track to save over $77 million in state Medicaid spending annually
without cutting eligibility or reducing benefits.

e During FY 2015 general fund revenues exceeded previous forecasts by $24.4 million.

The combination of higher than anticipated revenue and reductions to structural liabilities has led to demonstrable progress
in reducing the state’s structural deficit — in 2013 the FY 2018 deficit was projected to be $469 million; it is now projected to
be less than $200 million.

e For the fifth consecutive year the State has not had to issue tax-anticipation notes after needing to do so in 17 of
the previous 23 years (1988-2010). This improvement reflects the build-up of the budget stabilization fund and other
reserves as well as improved cash management.

e The state’s liquidity and budgeting practices have improved significantly in recent years: the state currently
maintains a fully-funded budget stabilization fund equivalent to 5% of anticipated revenues, and enacts budgets
based on 97% of anticipated revenues.

Rhode Island has made steady progress in improving its fiscal condition over the past few years. Moreover, the recently
enacted debt management reform legislation will help bring Rhode Island closer in line with national best practices, and will
empower the PFMB to better fulfill its original purpose of providing strong reporting and accountability for all public debt
throughout the state. This revised annual report and the upcoming debt affordability study, combined with the ongoing,
expanded efforts of Treasury’s Division of Debt Management, will further improve the State’s financial standing, allowing for
more efficient and robust investments in our local economy that will benefit all Rhode Islanders.

Sincerely,

S Ty

Seth Magaziner
General Treasurer
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Section 1- 2015 Highlights

Rhode Island’s Debt Burden Remains Moderately High, but Overall Net Tax-Supported Debt
is Decreasing

Rhode Island’s debt levels are still moderately high relative to most other states, as evidenced by the
following statistics provided by a Moody's Investor Service State Debt Medians Report (June 2016) and
state budget data.

e Rhode Island ranks 15! highest among all states in Net Tax-Supported Debt as a percent of
personal income, at 3.7% (based on Moody’s calculations and 2014 personalincome).

e Rhode Island ranks 13t highest among all states in Net Tax-Supported Debt per capita at
$1,813 (based on Moody'’s calculations).

However, despite relatively high debt levels, overall Net Tax-Supported Debt is decreasing:

e Net Tax-Supported Debt decreased annually by 1.7% from FY11-FY15. Personal income
growth for the same period was 3.8%.

e In FY15 the general obligation debt decreased by 7.3% over FY14. From FY11-FY15 general
obligation debt decreased at a rate of 0.6%.

e Over the last four years, Net Tax-Supported Debt decreased by $118.3 million, from $1.84
billion at FY11 to $1.72 billion at FY15, representing a decrease of 5.4% from $1.82 billion at
FY14.

Rhode Island’s Credit Profile Continues to Strengthen, Though More Work Remains

As a result of pension reform, Medicaid reform, investments in economic development and infrastructure,
and other achievements, Rhode Island has made significant strides toward reducing its structural deficit
and strengthening its fiscal and credit position. The following initiatives indicate that Rhode Island is
committed to growing its economy, fixing structural budget imbalances, and reducing long-term cost
drivers:

e Pension Reform- Rhode Island successfully reached a 2015 settlement agreement with most of
the parties bringing legal actions related to the pension reforms enacted through the 2011 Rhode
Island Retirement Security Act (RIRSA). This settlement is projected to preserve more than 92% of
the savings of the Rhode Island Retirement Security Act of 2011. As a result of RIRSA, the
unfunded pension liability for State employees and teachers is $3.6 billion lower than it was
projected to be before pension reform. Savings on the FY 2016 ARC is projected to be over $400
million.

e Medicaid Reform- With strong partnership from legislative and community leaders, Rhode Island
passed the Reinventing Medicaid Act of 2015, which is currently being implemented and is on track
to save $77 million in state Medicaid spending in 2016 without cutting eligibility or reducing
benefits. In outer years, the savings associated with these initiatives are projected to be even
larger, including over $100 million in projected savings in FY 2017 (compared to projected costs
without this reform).

e Long-term Deficit Reduction- Though the state budget's outer-year projections still predict
deficits, projected deficits are significantly smaller than the projections from prior years. Three



years ago, the state was projecting a $469 million FY 2018 deficit. Now the state projects a FY
2018 deficit of less than $200 million. Out-year deficits on the five-year time horizon were once
nearly a half of a billion dollars; now they are significantly lower. For example, the FY 2017 budget
as enacted projects a FY 2021 budget deficit of $313.6 million

Investments in Economic Development- Since 2015 Rhode Island has launched a series of
significant proactive policies aimed at growing the economy, reducing the cost of doing business,
and promoting a skilled workforce (see table below). Taken together, the new programs provide a
more robust toolkit for state economic development officials to retain, grow, and attract businesses
and talent in Rhode lIsland, thereby addressing some of the economy’s underlying structural
challenges.

Key New Economic Development Programs*

Program Description
Redeemable tax credits covering up to 20% - and, in some cases, 30% - of projects costs.

Commercial office, industrial, residential, mixed use development, ground-up construction and

historic rehab can qualify. A minimum project cost of $5 million and certain square
footage/project size minimums may apply. Approved projects can also be exempted from

sales tax on construction materials, furnishings and equipment.
Companies expanding their workforce in Rl or relocating jobs from out of state can receive
Qualified Jobs annual, redeemable tax credits for up to 10 years. Credits can equal up to $7,500 per job

Rebuild RI Tax
Credit

per year, depending on the wage level and other criteria. The minimum number of new jobs

| tive T
noentive Tax needed to qualify varies by industry and company size, but can be as few as 20, or even 10,

Credit jobs. The first 500 jobs approved under the program will receive the maximum credit
available.
First-Wave Discretionary fund provides gap financing in the form of a loan or conditional grant to support
Economic projects that result in job creation or retention. Factors considered include economic impact;

Development amount of financing gap; strategic importance; quality and number of jobs; quality of indstury
Closing Fund and project; and competitive offers regarding the project from other entities.

Competitive grants provided for starting, growing, or improving industry sector partnerships,

Industry Cluster . . .
including encouraging companies tow ork together to solve problems, exchange technology

Grants
and share talent.
A financial incentive for graduates of Rhode Island colleges and universities to stay in Rhode
Wavemaker .
Fellowship Island. Student loan payments are defrayed for up to four years for graduates pursuing

careers or starting businesses in technology, engineering, design and other key sectors.

*This list does not represent all economic development incentives offered by the Commerce Corporation.

Investments in Infrastructure- During the 2016 legislative session Rhode Island launched the
RhodeWorks plan, an ambitious effort to repair the state’s infrastructure. The legislation provided
authorization for $300 million in new GARVEE bonding authority; the refunding of existing,
outstanding GARVEE bonds; and authorization for ongoing funding from tractor trailer tolling
(estimated to raise $45 million annually). Since the legislation, the Commerce Corporation issued
Series 2016A GARVEE Refunding Bonds, providing over $129 million to the Department of
Transportation over the next three years. The Commerce Corporation is currently pursuing a new
money issuance of approximately $250 million, which, together with the original issue premium, will
generate the authorized $300 million in GARVEE project funds. Together, these financing
initiatives will fund numerous critical infrastructure upgrades across the state, employing thousands
of tradesmen and women.

Responsible Cash and Budget Management- Rhode Island has maintained a strong cash
position, and has not borrowed for cash flow purposes since FY 2012. Treasury continues to



require that all state deposits be collateralized at 102 percent, and continues to maintain strong
controls to ensure all obligations are met in a timely fashion. Moreover, Rhode Island statute
requires that the Rainy Day Fund be capped at 5 percent of spending. The enacted FY 2017
budget included a fully funded Rainy Day Fund balance of $189.9 million.

Rhode Island’s efforts to improve its credit position continue to be recognized by the credit rating agencies,
which have all issued stable guidance on the state’s credit ratings. The following table summarizes the
credit strengths and weaknesses as identified by Moody’s, S&P and Fitch rating agencies in their most
recent reports published in April 2016.

Credit Strengths Credit Weaknesses
Fitch Ratings | ¢ State’s financial operations are conservatively Economic performance remains below national

(AA) managed and State proactively acts to close levels with weaker demographic profile of very
budget gaps slow population growth and a slightly older
» State has experienced improved financial population
position with general revenues increasing forthe | ¢ State’s combined burden of debt and unfunded
fifth and sixth consecutive years in 2014,2015 pension liabilities is well above average

* State’s liabilities have stabilized with more
disciplined debt issuance policies, cash-funding
of projects, and settlement of pension litigation

Moody’s « Strong financial management practices including | ¢ Economy that has long lagged the nation’s
(Aa2) consensus revenue forecasting and multi-year » Weak demographics
financial planning * High relative combined debt and pension
» Consistent maintenance of reserves resulting in liabilities

positive general fund balances
* Narrow but improving liquidity

Standard & * Strong government framework and financial * Relatively weak economy compared with that of
Poor’s (AA) management as demonstrated by budget many other states with recovery of only 70% of
adjustments that closed large gaps and fully jobs lost during the recession
funded reserves in recent fiscal years  Budget is structurally unbalanced and relies on
* General revenue mix is a strength with no one-time revenues
significant concentration in a single revenue * Low pension funding levels, even after recently
source adopted reforms

Section 5 of this report further elaborates on recent assessments Rhode Island has received from rating
agencies.

Rhode Island is Adopting Stronger Debt Management Practices

In 2016, Treasurer Magaziner proposed and the General Assembly approved a series of measures to
strengthen management of public debt in Rhode Island. Among these changes is the requirement that the
PFMB produce debt affordability studies no less than every two years, the creation of an office of debt
management tasked with overseeing the issuance, compliance, monitoring and forecasting of state debt,
and stronger reporting requirements for municipal and quasi-public debt issuers. The new debt
management policies adopted in 2016 are detailed further in Exhibit A.



Section 2 — Rhode Island State Credit Guidelines

Traditionally, Rhode Island has relied on the PFMB's credit guidelines to assess overall debt levels. These
guidelines were adopted in 1997 and revised in 1999, and will be reviewed as one component of the state’s
ongoing 2016-2017 debt affordability study. The current guidelines include:

o Credit Guideline 1: Tax-Supported Debt to not exceed the target range of 5.0% to 6.0% of personal
income, and annual debt service for Tax-Supported Debt to not exceed 7.5% of General
Revenues. It is anticipated that fluctuation of this ratio over the long-term will be affected by both
variations in personal income levels and debt issuance. The target ranges will continue to be
reviewed on an annual basis with consideration given to trends in the State’s debt level and
upcoming infrastructure projects.

e (Credit Guideline 2: The Board should monitor the total amount of Tax-Supported Debt, State
Supported Revenue Debt, and Agency Revenue Debt in relation to the State’s personal income.

e Credit Guideline 3: The Credit Guidelines may be exceeded temporarily under certain extraordinary
conditions. If a Credit Guideline is exceeded due to economic or financial circumstances, the
Board should request that the Governor and the Legislature recommend a plan to return debt
levels to the Guidelines within five years.

Guidelines Applied to FY 2015 Data:

The debt projections in this report remain within
the Credit Guidelines relating to Net Debt to

Personal Income, as the ratio will decline from |4.00% -
3.2% at FY16 to 2.6% at FY20. From FY11 to |2.00% -
FY15, Personal Income grew at a rate of 3.8%, |, 10 |

while Net Tax-Supported Debt decreased by 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
1.7%. The combination of higher Personal s Net Debt / Personal Income Standard

Income growth and lower debt growth resulted in
the Net Debt to Personal Income ratio of 4.1% at

Net Debt / Personal Income

8.00% -

6.00% -

FY11 decreasing to 3.3% for FY15. Annual Debt Service / General Revenue

Annual Debt Service as a percentage of | 8.00%
revenues decreased from 6.7% in FY11 t0 6.3% | 6.00%
in FY15. Out year projections remain below the | 4 ooy
7.5% PFMB guideline, but assume no additional
debt is authorized.

2.00%

0.00%
2011 2012 2013 2014 20152016 2017 2018 2019 2020
B Annual Debt Service / General Revenue Standard

1 The budget as enacted includes appendixes (A-3 and A-4) that project tax-supported debt and other obligations, including debt
ratios, out five years. This data has traditionally been incorporated into previous PFMB reports in “Table 3-3" and is based on a
schedule of proposed issuance (by agency) incorporated into the enacted budget (referred to as “Schedule 17). All of the
authorized, but unissued general obligation debt is accounted for in these numbers, as is new general obligation debt proposed
and enacted for the 2016 ballot. In terms of non-general obligation debt, only those items that the state expects to issue during
this period are included in this schedule.



Section 3 - Classification of State Debt
The PFMB has historically classified four types of debt for review in this study: tax-supported debt, state-
supported revenue debt, agency revenue debt, and conduit debt:

Tax-Supported Debt: Tax-Supported Debt is payable from or secured by general taxes and
revenues of the State or by specific State collected taxes that are pledged to pay a particular debt.
Because of the claim this debt has on the State’s credit, this is the most relevant debt figure to
State taxpayers.

State Supported Revenue Debt: State Supported Revenue Debt is payable from specified
revenues pledged for debt service which are not general taxes and revenues of the State.
However, the State provides additional credit support to repay this debt if the pledged revenues are
insufficient to meet scheduled debt service requirements. Because of the contingent nature of the
State Credit Support, this figure is somewhat less important than Tax Supported Debt. This type of
debt includes “moral obligation” debt.

Agency Revenue Debt: Agency Revenue Debt is similar to State Supported Revenue Debt; except
that no State credit support is legally pledged for repayment and the assets financed are State
owned enterprises that are intended to be supported by internally generated fees and revenues.
While this type of debt is not supported by State taxes, the agencies and public corporations
responsible for this debt may also have financed some assets with State general obligation debt,
thereby indirectly linking such debt to the State.

Conduit Debt: Conduit Debt is issued by a state agency or public corporation on behalf of
borrowers which include businesses, health care institutions, private higher education institutions,
local governments, and qualified individuals (loans for higher education and housing purposes).
No State credit support is provided.

Statewide Quasi-Public Issuers

There are currently 15 different statewide quasi-public debt issuers that have been authorized to sell
various types of obligations. The table below presents a list of each issuer and the type of debt each

has issued.
Tax-Supported Revenue Debt Agency Conduit

Issuer Debt (State Credit Support) Revenue Debt Debt
Airport Corporation X
R.l. Infrastructure Bank X
Convention Center Authority X
R.l. Commerce Corporation X X X
Health and Education Building Corp. X
Housing, Mortgage, and Finance Corp. X X X
Industrial Facilities Corp. X X
Narragansett Bay Commission X
Resource Recovery Corporation X
State of Rhode Island-Capital Leases X
State of Rhode Island-GO Bonds X
State Universities and Colleges X
Student Loan Authority X
Turnpike and Bridge Authority X
Water Resources Board X

Note: The Airport Corporation issues debt through the Commerce Corporation. Also, the Rl Industrial-Recreational Building Authority
insures bonds, and the RI Water Resources Board Corporate previously issued revenue bonds, before its dissolution in 2015.



Rhode Island FY 2015 Debt Statement

Tax-Supported Debt

State Supported Revenue
Debt

Agency Revenue Debt

Conduit Debt

Table 1
Rhode Island Debt Statement
(as of June 30, 2015, dollars in millions, principal amount )

General Obligation Bonds
Capital Leases

Convention Center Authority
R.I. Commerce Corporation

Gross Tax-Supported Debt
Agency Payments

Net Tax-Supported Debt

R.I. Commerce Corporation - Providence Place Mall
R.l. Housing

Industrial Recreational Building Authority - Insured
Industrial Facilities Corporation

State Supported Revenue Debt

Airport Corporation

R.I. Commerce Corporation

R.l. Commerce Corporation - GARVEE Bonds, Federally Funded
R.l. Housing

Narragansett Bay Commission

Resource Recovery Corporation

State University and Colleges

Turnpike and Bridge Authority

Water Resources Board

Agency Revenue Debt

R.l. Infrastructure Bank

Health and Educational Building Corporation
R.l. Housing

Industrial Facilities Corporation

Student Loan Authority

Conduit Debt

6/30/2013 6/30/2014 6/30/2015
11194 11039  1,022.9
2330 2076 2351
2370 2269 2162
3219 2893 2538
19113 1,827.7  1,728.0
214)  (121) (109
$1,889.9  $1,8156 $1,717.1
22.6 20.3 17.9
164.2 131.9 875
16.1 14.9 11.3
$2029  $167.1  $116.7
323.1 3156 3009
71.2 76.7 75.8
3116 2790 2449
5.0 5.0 5.0
5629 6196  589.0
40.0 36.5 32.9
3115 2477 2386
64.3 87.1 119.2

23 06 0.0
$1691.9 $1,667.8 $1,606.3
7469 774 746.5
27845 29138 28513
13970 13117 1,261.0
63.6 57.6 50.7
7628 6986 6117
$5754.8  $57558  $5,521.2

Sources: FY 17 Capital Budget and Treasury Survey of R.l. Quasi-Public Corporations subject to their revisions.




Historic Breakdown

Historic budget data provides historic insight into Rhode Island’s four classifications of debt levels as a
percentage of personal income (Tax-Supported; Revenue; Conduit; and Agency Revenue).

Tax-Supported Debt, State Supported Revenue Debt, Conduit
Debt and Agency Revenue Debt as a Percent of Personal Income

2011 2012 2013 2014 2015

M Tax-Supported M State Supported ™ Agency Revenue Conduit

This graph demonstrates that each of the four categories of debt as a percentage of personal income has
declined since FY 2011. It also illustrates the relative differences between categories. For example, in FY
2015, Conduit debt as a percent of personal income (10.5 percent) was over three times greater than
Agency Revenue debt levels as a percentage of personal income (3.1 percent), and over two times greater
than overall Tax-Supported debt as a percentage of personal income.

Current Tax-Supported Debt

Tax-Supported Debt includes general obligation bonds and bonds payable from leases which are subject to
appropriation from the State’s general fund. Credit ratings for this debt are largely dependent on the
general fiscal condition of the State, amount of Tax-Supported Debt currently outstanding, the
characteristics of the specific tax that is pledged for repayment, and the economic conditions of the State.

The table below presents the amounts and types of Tax-Supported Debt for the five years ending June 30,
2015 with resulting debt ratios. For FY15, the State’s Debt to Personal Income ratio of 3.3% and Debt
Service to Revenue ratio of 6.3% were in compliance with the Credit Guideline maximums of 6.0% and
7.5%, respectively. A detailed statement of Outstanding Tax-Supported Debt (actual) as of June 30, 2015 is
presented in Exhibit B.



Table 2
Tax-Supported Debt: Fiscal Years 2011 - 2015
( dollars in millions, principal amount )
CAGR
Fiscal Years 2011 2012 2013 2014 2015 FY11-15

General Obligation Bonds $ 10494 §$ 11106 $ 11194 §$ 1,1039 § 1,022.9 -0.6%
Capital Leases 224.0 233.8 233.0 207.6 235.1 1.2%
Convention Center Authority 259.6 250.5 237.0 226.9 216.2 -4.5%
R.I. Commerce Corporation 323.0 300.5 321.9 289.3 253.8 -5.8%
R.LH.M.F.C. Neighborhood Opp. Hsing 3.5 - - - - -
Gross Tax-Supported Debt $ 18595 § 18954 §$ 19113 § 18277 § 1,728.0 -1.8%
Agency Payments (24.1) (22.8) (21.4) (12.1) (10.9) -18.0%
Net Tax-Supported Debt $18354 §$ 18726 $ 18899 §$ 1,8156 $ 1,717.1 1.7%
Annual Net Tax-Supported Debt Service (1) $ 2128 $ 2177 § 2303 § 2251 § 23038 2.1%
Debt Ratios: (2)

Annual Debt Service / Revenues (7.5%) 6.7% 6.5% 6.6% 6.3% 6.3% -1.6%

Net Debt / Personal Income (5% - 6%) 4.1% 4.0% 3.9% 3.6% 3.3% -5.2%

Net Debt / Capita $ 17432 §$ 17812 $1,7994 § 17207 § 1,627.3 1.7%
Assumptions:

Revenues (1), (3) $ 3,159.3 1§ 33387 §$ 34847 § 35608 § 3,649.5 3.7%

Personal Income $45291.8 $46,7448 $48,853.8 $50,6625 $52,487.5 3.8%

Population (4) 1,052,886 1,051,302 1,050,292 1,055,173 1,055,173 0.1%
CAGR = Compound Annual Growth Rate
Source: FY 17 Capital Budget
(1) FY12-FY 16 Capital Budgets.
(2) Based on Net Tax-Supported Debt which includes agency payments.
(3) Revenues include actual general revenues plus dedicated gas tax transfers.
(4) Population estimates for 2015 are from the U.S. Census Bureau, September 30, 2015.

As the result of decreases in General Obligation debt, Convention Center Authority debt and R.I.
Commerce Corporation debt, total Net Tax-Supported Debt decreased by a CAGR of 1.7% from FY11 to
FY15. These decreases were partially offset by a 1.2% CAGR increase in Capital Leases debt. State
personal income grew at an annual compound rate of 3.8% while revenues increased by 3.7% over the
same period.



The Governor, with approval by the General Assembly, also authorizes certain departments to finance the
acquisition of equipment and the acquisition and improvement of buildings by using capital leases. Capital
leases have been used to finance various projects such as the Attorney General’s office, the ACI Intake
Center, the office complex at Howard Center for the Department of Labor and Training and power
generation facilities at the State Colleges and Universities. These capital leases are considered Tax-
Supported Debt by bond credit analysts.

The Commerce Corporation, formerly the Economic Development Corporation (the “EDC”) issues debt that
will be paid from State taxes and revenues which represents 14.8% of Net Tax-Supported Debt. This debt
contains unusual credit features, which obligate the State to pay debt service under certain expected
circumstances. Two such previously contracted issues (Fidelity and Fleet leases) carry a moral obligation
and springing appropriation pledge triggered by the firms’ hiring levels, which requires the State to
appropriate funds in the event that certain job hiring targets are met. In the event performance targets are
not met, the State is not obligated to pay under the agreements. The purpose of this type of performance-
based credit structure is to foster economic development, and to justify such appropriations by the
generation of incremental income tax receipts. For this reason, issuance must be carefully monitored and
measured for budget purposes.

Tax-Supported Debt Projections

Using data provided by the State Budget Office from the FY2017 budget as enacted, an estimate of the
Tax-Supported Debt for the FY16 — FY20 period has been developed along with a forecast of certain debt
ratios (see Table 3).

Gross Tax-Supported Debt (excludes adjustments for agency payments) is projected to decrease from
$1,687.3 million in FY16 to $1,682.5 million in FY20 (a 0.1% decrease); and Net Tax-Supported Debt is
projected to slightly increase from $1,677.8 million in FY 2016 to $1,679.0 million in FY 2020.

It also appears that Net Tax-Supported Debt is projected to stay within recommended PFMB debt limits. By
FY 2020, annual Debt Service as a Percentage of Revenues is estimated to be 6.4 percent; and Net Debt
to Personal Income is projected to be 2.6 percent.



Fiscal Years

General Obligation Bonds
Capital Leases

Convention Center Authority
R.l. Commerce Corporation

Gross Tax-Supported Debt
AgencyPayments
Net Tax-Supported Debt

Annual Net Tax-Supported Debt Service (1)

Debt Ratios: (2)
Annual Debt Service / Revenues (7.5% )
Net Debt / Personal Income (5% - 6% )
Net Debt / Capita

Assumptions:
Revenues
Personal Income
Population (3)

CAGR = Compound Annual Growth Rate
Source: FY 17 Capital Budget

Table 3

Tax-Supported Debt: Fiscal Years 2016 - 2020
( dollars in millions, principal amount )

CAGR

2016 2017 2018 2019 2020  FY16-20
$ 10474 § 10799 § 11848 § 1,1952 §1,2208 3.9%
209.3 182.3 1569.6 135.6 1104 -14.8%
205.0 193.5 182.6 171 159.0 -6.2%
2256 238.2 265.9 229.7 1923 -3.9%

$ 16873 % 16939 § 17929 § 1,731.6 §$1,682.5 -0.1%
(9.5) (8.0) (6.6) (5.1) (3.5) -22.1%
$1,677.8 $1,6859 $1,786.3 $1,726.5 $1,679.0 0.02%
$ 181§ 2001 § 451§ 2441 § 2535 21.0%
3.1% 5.3% 6.3% 6.3% 6.4% 19.8%
3.1% 2.9% 3.0% 2.8% 2.6% -4.1%
$1590.1 $1597.7 $16929 §$1,636.2 §1591.2 0.0%
$3,783.0 $38224 §$3887.7 $3,8936 §3,9426 1.0%
$54391.0 §57221.3 $59,961.0 §622634 §64,243.7 4.2%
1,005,173 1,095,173 1,055,173 1,085,173 1,055,173 0.0%

(1) Projected Net Tax-Supported Debt Service. Reflects refunding of certain General Obligations Bonds refundedin 2015 and 2016.
(2) Based on Net Tax-Supported Debt whichincludes agency payments.
(3) Population estimates for 2015 are from the U.S. Census Bureau, September 30, 2015.

State Supported Revenue Debt

State Supported Revenue Debt is payable from specified revenues pledged for debt service which are not
general taxes and revenues of the State. The State provides additional credit support to repay this debt
only if the pledged revenues are insufficient to meet scheduled debt service payments.

The State provides credit support in a variety of forms. For purposes of this report, State Credit Support is
broadly defined to include a contingent commitment to make annual appropriations under a lease, a
contingent commitment to seek appropriations to replenish a special debt reserve, direct guarantees of
debt payments, commitments to pay all or a portion of debt service under certain conditions, and
commitments to provide other payments which indirectly secure or directly pay debt service.
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A contingent commitment to seek appropriations to replenish a special debt reserve is known as a “Moral
Obligation” and has special meaning to credit analysts. State laws that authorize Moral Obligation debt
require notification by the Governor to the General Assembly when a deficiency in a special debt service
reserve has occurred. The Governor then is required to request an appropriation to replenish the reserve
to its required level. Credit analysts view Moral Obligation bonds as a contingent State obligation even
though the legislative body is not contractually required to make the requested appropriation.

State Supported Revenue Debt represents a substantial contingent obligation of the State of $116.7 million
at June 30, 2015, down from $167.1 million at June 30, 2014. While this type of debt is intended to be paid
from dedicated revenues generated from financed projects, the State has provided credit support to
additionally secure this debt. Because of the implied financial commitment of State support in the event of
any unanticipated revenue shortfall, the level of this debt is an important consideration for the credit ratings
of the State’s Tax-Supported Debt. The table below presents the amounts and types of State Supported
Revenue Debt for the five years ending June 30, 2015.

Table 4
State Supported Revenue Debt: Fiscal Years 2011 - 2015
( dollars in millions, principal amount )

CAGR
Fiscal Years 2011 2012 2013 2014 2015 FY11-15
R.Il. Commerce Corporation - Providence Place Mall § 267 $§ 247 § 226 § 203 § 179 -9.5%
R.l. Housing 2352 2271 164.2 131.9 87.5 -21.9%
Industrial Recreational Building Authority - Insured
Industrial Facilities Corporation 20.8 19.5 16.1 14.9 11.3 -14.1%
Total $ 2827 $§ 2713 $§ 2029 $ 1671 $ 116.7 -19.8%

CAGR = Compound Annual Growth Rate
Source: Treasury Survey of R.I. Quasi-Public Corporations.

The largest component of State Supported Revenue Debt is the Moral Obligation debt of Rhode Island
Housing, which has decreased by $147.7 million (CAGR of -21.9%) since 2011. State Supported Revenue
Debt decreased by an annual compound rate of 19.8% for the period from FY11 to FY15.

The Rhode Island Industrial Facilities Corporation (‘RIIFC”) issues bonds which are secured by loans and
mortgages of private borrowers, but the bonds may be additionally secured by a voter authorized
commitment provided by the Industrial-Recreational Building Authority (IRBA”) which is funded by State
appropriations. The portion of RIIFC’s debt guaranteed by IRBA is shown in this category.

The Commerce Corporation is authorized by the General Assembly to secure certain of its revenue bonds
with the State’s Moral Obligation with the approval of the Governor, similar to the Fidelity and Fleet
Performance Obligations described in Tax Supported Debt.

Agency Revenue Debt

Agency Revenue Debt is similar to the previous classification, except that the State has not provided any
form of credit support and no general taxes or revenues are pledged for payment of these bonds. This type
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of debt is isolated from the State’s general credit, but because the borrowers are agencies or corporations
created by the General Assembly, this debt is not as removed as Conduit Debt.

Investors would expect that the State would take no actions which would cause these bond issuers
financial harm, and the State has no legal responsibility to prevent financial defaults. However, as a
practical matter, the State facilities which are financed in this manner, such as the University of Rhode
Island, the Claiborne Pell and Mt. Hope Bridges, and the T.F. Green Airport expansion, are important public
facilities, the use of which the State may not elect to surrender in the event that the pledged revenues were
insufficient to pay debt service. For this reason, this type of debt is important to the State’s credit standing.

The State has issued general obligation bonds to finance facilities of several of the agencies shown in the
table below. Only the Revenue Debt of these agencies is presented in this table, and any other debt is
presented in the sections relating to Tax-Supported Debt.

Table 5
Agency Revenue Debt: Fiscal Years 2011 -2015
( dollars in millions, principal amount )

CAGR
Fiscal Years 2011 2012 2013 2014 2015 FY 11-15
Airport Corporation $ 3097 $ 3008 $ 3231 $§ 3156 $ 3009 0.7%
R.l. Commerce Corporation 97.5 100.2 71.2 76.7 75.8 -6.1%
R.I. Commerce Corporation - GARVEE Bonds (1) 372.3 342.7 311.6 279.0 2449 -9.9%
R.I. Housing 5.0 5.0 5.0 5.0 5.0 0.0%
Narragansett Bay Commission 4224 488.5 562.9 619.6 589.0 8.7%
Resource Recovery Corporation 13.1 12.2 40.0 36.5 329 25.9%
State University and Colleges 276.2 268.7 3115 241.7 238.6 -3.6%
Turnpike and Bridge Authority 69.2 66.8 64.3 87.1 119.2 14.6%
Water Resources Board (2) 41 2.3 2.3 0.6 - -
Total $1,569.5 $1,587.2 $1,691.9 $1,667.8 $1,606.3 0.6%

CAGR = Compound Annual Growth Rate

Source: Treasury Survey of R.I. Quasi-Public Corporations.
(1) Federally Funded

(2) Previously issued revenue bonds, dissolved in 2015

In terms of compound annual growth rate in agency revenue debt between FY 2011 and FY 2015, the
Resource Recovery Corporation experienced the largest increase (25.9 percent), followed by the Turnpike
and Bridge Authority (14.6 percent). The Narragansett Bay Commission experienced the third-highest
growth rate (8.7 percent). Overall, Agency Revenue debt grew at a compound annual rate of 0.6% from
FY11 - FY15. Because payment of this category of debt is supported by fees, charges, or other revenues,
an increase in this type of debt may be considered as one indicator of economic growth. However, either a
stable or growing economy is needed to support such debt.

Conduit Debt

Conduit Debt is issued by a State agency on behalf of borrowers, which include businesses, health care
institutions, private higher education institutions, local governments, and qualified individuals (loans for
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housing and higher education purposes). These borrowers are able to borrow at the favorable tax exempt
interest rates under the federal tax laws by having a State agency issue bonds on their behalf.

Conduit Bonds are payable from repayment of loans by the borrowers and are independent of the State’s
credit. Investors would not expect any assistance by the State in the event the borrower experienced
financial difficulties or if the debt were to default. None of the debt presented in the table below is secured
by any form of State Credit Support.

Conduit Debt, which represents the largest category of debt, decreased at a compounded annual rate of
1.1% from FY11-FY15. The agencies which experienced the most significant growth in debt were the R.I.
Infrastructure Bank and the Health and Educational Building Corporation with compounded annual growth
rates of 2.7% and 2.6% respectively.

Table 6
Conduit Debt: Fiscal Years 2011 -2015
(dollars in millions, principal amount )

CAGR

Fiscal Years 2011 2012 2013 2014 2015 FY11-15

R.I. Infrastructure Bank $ 6712 § 7069 $§ 7469 $ 7741 § 7465 2.7%
Health and Educational Building Corporation 2,574.5 2,736.5  2,784.5 29138 28513 2.6%
R.l. Housing 1,416.5 1,370.7  1,397.0 1,311.7 1,261.0 -2.9%
Industrial Facilities Corporation 80.8 65.5 63.6 57.6 50.7 -11.0%
Student Loan Authority 1,026.6 863.0 762.8 698.6 611.7 -12.1%
Total $ 5769.6 $ 57426 $57548 § 57558 $ 5521.2 -1.1%

CAGR = Compound Annual Growth Rate
Source: Treasury Survey of R.l. Quasi-Public Corporations.
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Section 4 -Tax-Supported Debt Peer Comparison

In May 2016, Moody’s issued its annual US State Debt Median report, which reviews and ranks Net Tax-
Supported Debt levels for US States. Net Tax-Supported Debt is measured relative to state personal

income, population, and general revenue

levels. The peer states of Delaware,
Connecticut, Massachusetts, Maine, New
Hampshire, and Vermont were selected for
comparison purposes due to geographical
proximity (the New England states), population
(Delaware, Vermont, New Hampshire, Maine),
age of infrastructure (all), and concentration of
services at the state level (Delaware).

The Tax-Supported Debt to personal income
ratio (see Table 7) measures the State’s debt
paid from general taxes and revenues in
comparison to personal income, which is
considered to be a good measure of the
State’s aggregate wealth. Rhode Island’s Net
Tax-Supported Debt to Personal Income ratio
had decreased over the period from 2010 -
2015 and its ranking dropped from the 13t
highest in the country to the 15t highest.

The Tax-Supported Debt to population (per
Capita — see Table 8) ratio measures the
State’s debt paid from general taxes and
revenues in comparison to the number of
individuals in its jurisdiction, which is another
measure allowing for comparisons of
indebtedness.

However, the ratio of Tax-Supported Debt to
population fails to consider the economic
wealth that supports the debt or the portion of
the State’s budget used to pay debt service.

Table 8 illustrates that three of the six peer

Table 7
Net Tax-Supported Debt to Personal Income

RI

National Moody's  Peer

Year RI Rank Median State Ave DE CcT MA ME NH Vi

2005 4.3%  16th 24% 47%  55% 85% 85% 22% 13% 23%

2006 4.1%  13th 2.5% 48% 53% 80% 98% 20% 14% 22%

2007 46%  13th 24% 47% 55% 78% 94% 19% 13% 21%

2008 4.7%  12th 2.6% 46% 52% 73% 98% 19% 13% 20%

2009 45%  11th 2.5% 46% 54% 82% 89% 22% 13% 1.8%

2010 52%  13th 25% 50% 62% 87% 92% 22% 16% 1.8%

2011 47%  14th 2.8% 52% 68% 91% 94% 23% 18% 20%

2012 47%  13th 2.8% 51% 62% 91% 93% 21% 19% 1.9%

2013 45%  13th 2.6% 50% 57% 92% 90% 24% 18% 2.0%

2014  42%  12th 25% 49% 55% 9.0% 87% 23% 1.7% 21%

2015 3.7%  15th 2.5% 51% 52% 98% 95% 22% 15% 21%
Source: Moody's Investors Service

May 6, 2016 - State Debt Medians Report
Table 8
Net Tax-Supported Debt per Capita
RI
National Moody's Peer

Year RI Rank Median StateAve DE CT MA ME NH Vi
2005 $ 1402 11th § 754 $1904 $ 1845 $3624 $4128 § 606 $ 514 § 707
2006 $ 1,687 9th $ 787 $1944 $1998 §$3713 $4,153 $§ 603 $ 492 § 706
2007 $ 1,766 9th $ 889 $2009 $2002 $3698 $4529 $§ 618 $§ 499 § 707
2008 $ 1,812 9th $ 865 $2150 $2128 §$4490 $4323 § 743 $§ 525 § 692
2009 $ 2127 9th $ 936 $2348 $2489 $4859 $4606 $§ 760 $ 665 $ 709
2010 $ 2,191 10th  $ 1,066 §$ 2508 $ 2676 $5236 $4711 § 865 $ 812 § 747
2011 $1997 12th  $ 1,117 $ 2500 $ 2674 $509 $4814 § 845 § 776 $§ 792
2012 $208 10th $ 1074 $2529 $2536 $518 $498 $ 814 § 862 $ 811
2013  $2064 10th $ 1,054 §$ 2606 $ 2485 $5457 $4999 $§ 951 § 864 $ 878
2014 $1985 10th $ 1,012 $2593 §$2438 $5491 $4887 § 942 § 848 § 954
2015 $ 1,813 13th § 1,025 $ 2812 $ 2385 § 6,155 § 5592 § 928 § 808 § 1,002

Source: Moody's Investors Service

May 6, 2016 - State Debt Medians Report

states (Delaware, Connecticut and Massachusetts), have levels of debt per capita above the national
median. This may be due to the combined factors of age of infrastructure, low population, and the
dependency on the state to shoulder greater financing responsibilities. Since 2005, Rhode Island’s Net
Tax-Supported Debt per Capita has consistently been below that of the peer state average.
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Table 9 presents the key debt ratios that Standard & Poor’s incorporates into its rating methodology and
the median levels for all states. The medians calculated by Standard & Poor’s for all states and the ratios
for the peer states are shown in the table. Standard & Poor’s calculates debt service to general
government spending which is a close alternative to the ratio of debt service to general revenues calculated
by the State. This ratio shows that, like Rhode Island, three of the six peer states (Delaware, Connecticut
and Massachusetts), have levels of debt service to expenditures above the national median, and
Connecticut and Massachusetts have levels higher than Rhode Island.

Table 9
Comparison to Peer States: Standard & Poor's Key Debt Ratios

Year RI RI Hg}]ickmal Q2D Madian Peti\rvgtate DE cT MA ME NH VT
Tax-Supported Debt Per Capita

2014 $1,745 14th $957 $2,541 $2,367 $5,459 $5,121 $697 $652 $950

2015 1,708 15th 1,018 2,597 2,348 5,707 5122 691 725 986
Tax-Supported Debt as a % of Personal Income

2014 3.61% 16th 2.40% 4.54% 5.10% 8.42% 8.70% 1.71% 1.24% 2.05%

2015 3.50% 16th 2.50% 4.63% 5.10% 8.80% 8.70% 1.70% 1.40% 2.10%
Tax-Suported Debt as a % of Gross State Product

2014 3.35% 14th 2.40% 3.95% 3.53% 7.76% 7.51% 1.66% 1.21% 2.01%

2015 3.60% 14th 3.70% 4.38% 3.50% 9.00% 8.20% 1.80% 1.50% 2.30%
Tax-Supported Debt Service as a % of General Government Spending

2014 7.30% 8th 3.70% 5.89% 6.90% 10.91% 7.95% 3.70% 3.55% 2.30%

2015 7.20% 6th 3.90% 5.72% 5.50% 12.30% 7.00% 3.50% 4.00% 2.00%

Source: Standard & Poor's U.S. State Debt Levels May Be More Sustainable Than The Condition Of The Nation’s Infrastructure, October 19, 2015
and “DebtLevels Flatline As U.S. States Prioritize Budget Management Over Investment, June 14,2016

Note: Due to variations in calculation methods used by S&P, Rhode Island’s debt ratios in this table are different than the same ratios which are
presented in Table 2 and the ratios calculated by Moody’s and presented in the Tables 7 and 8
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Section 5- Credit Profile

Rhode Island’s general obligation bonds are currently rated “Aa2/AA/AA” by Moody’s Investors Service,
Standard & Poor’s and Fitch Ratings, respectively, all with a “stable” outlook. See Exhibit D — Credit Rating
Agency Reports. The following table summarizes the credit strengths and weaknesses as identified by the

rating agencies in their most recent reports published in April 2016.

Credit Strengths

Credit Weaknesses

Fitch Ratings

State’s financial operations are conservatively
managed and State proactively acts to close
budget gaps

State has experienced improved financial
position with general revenues increasing for the
fifth and sixth consecutive years in 2014,2015
State’s liabilities have stabilized with more
disciplined debt issuance policies, cash-funding
of projects, and settlement of pension litigation

* Economic performance remains below national
levels with weaker demographic profile of very
slow population growth and a slightly older
population

* State’s combined burden of debt and unfunded
pension liabilities is well above average

Moody’s » Strong financial management practices including | ¢ Economy that has long lagged the nation’s
consensus revenue forecasting and multi-year » Weak demographics
financial planning * High relative combined debt and pension
* Consistent maintenance of reserves resulting in liabilities
positive general fund balances
* Narrow but improving liquidity
Standard & * Strong government framework and financial * Relatively weak economy compared with that of
Poor’s management as demonstrated by budget many other states with recovery of only 70% of

adjustments that closed large gaps and fully
funded reserves in recent fiscal years
General revenue mix is a strength with no
significant concentration in a single revenue
source

jobs lost during the recession

* Budget is structurally unbalanced and relieson
one-time revenues

* Low pension funding levels, even after recently
adopted reforms

Moody’s Investors Service

A recent General Obligation credit opinion by Moody’s (Aa2 rating for Rhode Island’s $117.175M 2016
issuance) cited the following as credit strengths:

e Institutionalized governance practices such as semi-annual consensus revenue estimating

conferences and out-year budget planning;

e Consistent funding of budget reserve leads to adequate rainy day fund balances; and

e Positive trends in liquidity management, eliminating the need for short-term borrowing.

Also, the following detailed credit considerations for Rhode Island were provided:

Economy- While the Rhode Island economy has generally lagged the nation, in the most recent
two years the state’s performance has reflected sustained growth. Rhode Island also experienced
‘consistent population gains” in recent years. Also, while Rhode Island’s personal income growth
has been slower than the US, personal income in Rhode Island remains higher than the national
average.

Finances and Liquidity- Rhode Island’s available fund balances were positive throughout the
recession. The state’s constitutional requirement to fund a budget reserve account  when
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appropriations are less than projected revenues is considered a credit strength. Moody’s also cited
greater-than-expected budget surpluses as another positive.

e Debt and Pensions- The state’s overall debt burden has declined over the past 10 years, even
though the state’s debt ratios remain above average. Moody’s cites “deliberate debt reduction
policies, increased pay-as-you-go capital funding through RICAP, and gains in personal income” as
contributing to this long-run debt burden improvement. On pensions, Moody's cites the state’s
November 2011 reform, but notes that the state’s adjusted net pension liability as a percent of state
governmental revenues is greater than the 50-state median. The state’s “substantial reduction in
OPEB liability” between June 2013 and June 2011 (the two most recent OPEB valuations) was
also noted.

e Governance- Moody’s considers the state’s “governance and financial management” to be strong.
Specific governance components cited were the consensus revenue forecasting process, multi-
year spending and revenue forecasts, and appropriating less than expected as a cushion.

In addition to providing feedback on Rhode Island’s strengthening profile, Moody’s also cited three of
Rhode Island’s credit challenges:

e Long-term economic underperformance with below-average long-term employment growthrates;
e Above-average dependence on lottery and gaming revenues in saturated market; and

e Recent political controversies over the state’s appropriation for moral obligation debt insert a
degree of uncertainty over potential future challenges to this pledge.

Standard & Poor’s Rating Services

Similarly, Standard & Poor's Rating Services (S&P) assigned its ‘AA’ rating to Rhode Island’s 2016A
consolidated capital development general obligation bonds and refunding bonds. S&P stated that this rating
reflects its view of Rhode Island’s:

e Good incomes with median household effective buying income at 106% of the national level;

e Economic performance, which despite recent improvement, continues to lag the nation and is
expected to continue to do so;

e Strong financial management and fully funded general fund reserves in recent fiscal years;

e Projected budget gaps for fiscal years 2018 through 2020 that reach about 7.4 percent of fiscal
2017 expenditures in the last year and that could grow if economic conditions underperform
projections; and

¢ Significantly underfunded pension system, even after recentlyadopted reforms.

S&P also discussed Rhode Island’s government framework, identifying the “significant flexibility” to
increase the rate and base of revenue sources (and decrease expenditures), and balanced budget
requirements. In terms of financial management, S&P cited the state’s “strong” financial management,
particularly the revenue estimating conference and budget-setting practices (including 5-year financial
plans). In terms of budgetary performance, S&P noted Rhode Island has not issued TANs for cash flow
purposes since FY 2012. It also noted that the state’s general revenue mix is a strength, as there is no
significant concentration in a single source. However, the budget, in S&P’s view, is structurally unbalanced
and relies on one time revenues.
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S&P commented that the state’s economy is “somewhat weak compared with that of many other U.S.
states,” including our recent population declines and slow job recovery since the recession. Income levels
have historically been on par with the nation. Lastly, S&P found the overall level of tax-supported debt as
‘moderate” (on a per capita basis); and discussed other liability-related concerns including state-share of
net pension liability and unfunded other postemployment benefit liabilities.

It is also worth noting that as part of its state rating methodology, Standard & Poor’s develops a scorecard
for the five key rating factors. Between 2015 and 2016 Rhode Island’s score improved in the areas of
budgetary performance and debt and liability profile but was slightly worse in the economy factor.

Rating Factor July 2015 Rating | April 2016 Rating
Government Framework 1.2 1.2
Financial Management 1.5 1.5
Economy 2.2 2.3
Budgetary Performance 2.0 1.8
Debt & Liability 2.5 2.3
Composite Score 19 18

Overall, the composite score improved overall from a 1.9 to a 1.8. Based on Standard & Poor's
methodology a score of 1.6 to 1.8 falls into the indicative credit level of an AA+. However, in the April 2016
reports, Standard & Poor’s states, “Based on our criteria, our final rating can be within one notch of the
indicative rating. We are applying our one notch adjustment to reflect what we view as the state’s narrow
fiscal margins and continued reliance on one-time measures to close budgetary gaps during a period of
economic expansion,” which resulted in a final rating of AA from Standard & Poor’s.

Fitch Ratings
Key ratings drivers for Fitch Rating’s April 2016 rating (‘AA’) include Rhode Island’s:
e Strong fiscal management- Financial operations are “conservatively managed” and budget gaps

are proactively addressed. The Constitution mandates a limit on budget appropriations to 97
percent of revenues. There is also a 5 percent budgetreserve.

¢ Financial performance stabilized — Fiscal performance is slowly recovering following the recession.
In FY 2015, tax revenues grew for the 6" consecutive year. The state also had a general revenue
operating surplus for the 6! consecutive year.

e Moderated liability position- The debt position has “moderated” with “more disciplined debt
issuance policies and cash-funding of capital projects.” Comprehensive 2011 pension reforms
helped reduce unfunded liabilities and lower ARC payments.

e Lagging economic indices- Economic performance continues to trail national trends (slower jobs
growth and a relatively high unemployment rate). Also the state’s “economic decline was among
the worst of the states during the downturn and the pace of recovery has lagged.” Fitch noted they

project continued below-average economic growth.
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Fitch also commented on other factors that contributed to the State’s rating including the following: (i)
“sluggish economic performance,” (ii) improved financial position, (iii) enacted Medicaid changes, (iv)
multiyear budget outlook, (v) above-average, but stabilized liabilities, and (vi) commitment to paying debt
service on 2010 moral obligation bonds.
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Section 6 - Recommended Priorities and Issues for 2016-2017

Based on the findings of this and the preceding Debt Management Reports, the office of debt management
within the Rhode Island Treasury intends to address the following debt management priorities for the
coming year.

1

Complete Debt Affordability Study.

The debt affordability study will provide the basis for assessing the impact of future debt issuance on
the financial position of the State and of all other issuers of debt in the State. Updating the PFMB'’s debt
affordability targets, and establishing targets for municipal and quasi-public issuers, will enable
informed decision-making regarding the prudent level of additional debt that can be issued and assist in
determining how projects are financed and prioritizing capital spending. Incorporate other long-term
liabilities (pensions and OPEB) as considerations in debt affordability.

The affordability of traditional bonded debt and leases cannot be looked at in isolation. Other long-term
liabilities, including pension liabilities and other post-employment benefits (OPEB) have a significant
bearing on the level of bonded debt or leases an issuer can reasonably afford. For many issuers in
Rhode Island, particularly at the municipal level, pension and OPEB liabilities can be significant, and
credit ratings agencies have given an increased level of scrutiny to pension and OPEB liabilities in their
ratings methodologies. As such, the new debt affordability study will consider pension and OPEB
liabilities when recommending debt affordability targets for Rhode Island issuers.

Adopt Policies and Procedures That Reflect Best Practices in Debt Management.

In addition to a debt affordability study, there are other aspects of debt management that are important
to make the costs of debt issuance as efficient as possible. These best practices include adopting
guidelines on how best to issue and structure debt, which would include guidelines on the best method
of sale, choosing underwriters, municipal advisors and other financing team members. Adopting a
consistent refunding policy is also essential and will be included in a debt management policy.

Ensure procedures are in place for post-issuance compliance.

Guidance for ongoing administrative activities is also important and will cover (i) investment of bond
proceeds; (i) use of bond proceeds and understanding tax regulations; (i) understanding and
implementing procedures to ensure compliance with continuing disclosure obligations; and (iv)
arbitrage rebate monitoring and filing.

Streamline Disclosure in Official Statement.

The State’s Information Statement contains certain historical information that has been carried over
from prior years, such as the description of the State revenues and the various tax structures. The
Information Statement be streamlined and revised to improve its value to investors.

Develop controls for reporting of debt issued by public and quasi-public agencies of the State
and municipalities.

Since debt of municipalities and quasi-public agencies can have a potential impact on the State’s
credit, procedures will be implemented to strengthen reporting of public debt at all levels. As part of the
debt affordability study required by Article 2, there will be some guidance on how much debt can be
issued and best practices in debt management. In addition, the State will consider improving
monitoring and reporting procedures and requiring approval of certain debt issues.
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EXHIBIT A

Summary of Article 2 Changes

The FY 2017 budget as enacted included a series of reforms to the state’s management of public debt,
which Treasury staff will be tasked with implementing. The enacted budget article accomplishes the
following:

1.

Empowers the PFMB to advise and/or assist any city or town and any municipal or regional
agency, board or commission regarding the issuance of debt.

Creates a new requirement that the PFMB annually report the total amount of state, regional,
municipal, and quasi-public corporation debt authorized, sold and unsold.

Requires PFMB to oversee the undertaking of a debt affordability study, which shall include
recommended limits for capacity, no less frequently than every two years. This affordability study
will review the capacity of state, regional, municipal, and public and quasi-public corporations that
have authority to issue revenue or general obligation bonds ornotes.

Issuers of public debt must, by the end of each fiscal year, provide the following information for
each outstanding debt incurred: the principal amount of the outstanding issue; the amount of
proceeds of the issue that remains unspent; the amount of debt authorized by the bond act or other
appropriate authorization relevant to the issue that remains authorized but unissued; and a list of
purposes for which the debt has been issued and the amounts expended for each purpose in the
prior fiscal year.

Provides the PFMB the statutory authority to offer non-binding, advisory opinions on all aspects of
debt management practices of state, municipal, and public and quasi-public corporations



EXHIBIT B

Schedule of State Supported Debt



State of Rhode Island - Office of the General Treasurer

Schedule of Tax Supported Debt

As of 6/30/15

Principal Interest Principal Interest
Maturity Paid in Paid in Outstanding Outstanding
Description of Issue Date FY 15 FY 15 6/30/2015 6/30/2015

General Obligation Bonds
G.O. CCDL of 2008, Refunding Series A 7/15/2014 $ 5,655,000.00 $ 138,875.00 0.00 0.00
G.O. CCDL of 2005, Refunding Series B 8/1/2014 1,285,000.00 27,306.25 0.00 0.00
G.O. CCDL of 2005, Series C 2/15/2015 2,795,000.00 139,750.00 0.00 0.00
G.O. CCDL of 2004, Refunding Series B 8/1/2015 9,190,000.00 397,500.00 3,355,000.00 83,875.00
G.O. CCDL of 2011, Refunding Series B 8/1/2015 7,310,000.00 419,000.00 4,725,000.00 118,125.00
G.O. CCDL of 2005, Series E 11/1/2015 2,285,000.00 275,375.00 4,365,000.00 109,125.00
G.O. CDL of 2006, Series B 8/1/2016 900,000.00 222,056.25 1,335,000.00 65,700.00
G.O. CCDL of 2006, Series C 11/15/2016 2,025,000.00 537,125.00 9,730,000.00 492,500.00
G.O. CCDL of 2007, Series A 8/1/2017 4,830,000.00 2,335,870.00 11,115,000.00 1,050,625.00
G.O. CDL of 2007, Series B (Federally Taxable) 8/1/2017 915,000.00 192,843.75 3,105,000.00 261,787.50
G.O. CCDL of 2008, Series B 2/1/2018 3,500,000.00 2,129,712.50 8,020,000.00 841,850.00
G.O. CDL of 2008, Series C (Federally Taxable) 2/1/2018 1,000,000.00 267,690.00 3,225,000.00 429,383.00
G.O. CCDL of 2008, Refunding Series D 2/1/2018 1,575,000.00 309,675.00 5,145,000.00 505,575.00
G.O. CCDL of 2005, Refunding Series D 7/15/2018 6,695,000.00 1,228,962.50 21,745,000.00 1,745,525.00
G.O. CCDL of 2005, Refunding Series A 8/1/2018 3,460,000.00 2,453,231.26 47,700,000.00 4,341,809.41
G.O. CDL of 2010, Series D (Federally Taxable) 4/1/2020 2,395,000.00 594,013.36 12,195,000.00 1,544,756.92
G.O. CCDL of 2010, Refunding Series A 10/1/2020 15,645,000.00 2,079,475.00 39,390,000.00 6,718,575.00
G.O. CCDL of 2006, Refunding Series A 8/1/2022 175,000.00 3,230,812.50 67,935,000.00 10,455,681.27
G.O. CCDL of 2014, Refunding Series A 11/1/2025 2,565,000.00 3,515,480.84 76,135,000.00 18,296,025.00
G.O. CCDL of 2012, Refunding Series A 8/1/2027 0.00 5,970,031.26 122,950,000.00 30,929,840.75
G.O. CCDL of 2014, Refunding Series D (Tax-Exempt) 8/1/2027 935,000.00 1,895,858.05 161,180,000.00 70,043,425.00
G.O. CCDL of 2010, Series B (Tax Exempt) 4/1/2030 1,495,000.00 1,647,350.00 33,610,000.00 14,151,250.00
G.O. CDL of 2010, Series C 4/1/2030 0.00 4,479,957.00 80,000,000.00 49,336,862.62
G.O. CCDL of 2011, Series A 8/1/2031 4,825,000.00 7,013,787.50 132,590,000.00 68,670,856.25
G.O. CCDL of 2012, Series B 10/15/2032 2,845,000.00 3,190,312.50 75,785,000.00 32,808,393.75
G.O. CCDL of 2013, Series A (Tax-Exempt) 10/15/2033 1,255,000.00 1,871,087.50 39,395,000.00 20,312,518.77
G.O. CDL of 2013, Series B (Federally Taxable) 10/15/2033 460,000.00 465,832.56 12,040,000.00 5,746,603.12
G.O. CCDL of 2014, Series B (Tax-Exempt) 11/1/2034 0.00 779,435.56 33,625,000.00 19,380,350.00
G.O. CDL of 2014, Series C (Federally Taxable) 11/1/2034 0.00 189,127.35 12,500,000.00 5,044,136.96

Total General Obligation Bonds $ 85,915,000.00 $ 47,997,53349 $ 1,022,895,000.00 $ 363,485,155.32



Principal Interest Principal Interest
Maturity Paid in Paid in Outstanding Outstanding
Description of Issue Date FY 15 FY 15 6/30/2015 6/30/2015
Capital Leases
LPC, Attorney General's Building - 2007 Refunding Series G 10/1/2015 $ 335,000.00 $ 12,320.00 170,000.00 3,145.00
LPC, Information Technology Project - 2009 Series A 4/1/2016 1,860,000.00 146,750.00 1,925,000.00 77,000.00
LPC, Howard Center Improvements - 2007 Refunding Series E 10/1/2016 1,840,000.00 177,625.00 2,865,000.00 100,687.50
LPC, Shepard's Building - 2007 Refunding Series F 10/1/2016 2,610,000.00 350,750.00 5,710,000.00 289,750.00
LPC, Information Technology Project - 2007 Series A 5/1/2017 1,730,000.00 250,975.00 3,030,000.00 229,750.00
LPC, Central Power Plant - 2007 Refunding Series D 10/1/2020 1,675,000.00 579,187.50 11,905,000.00 1,610,481.25
LPC, Energy Conservation Project - 2009 Series B 4/1/2021 940,000.00 381,062.50 7,500,000.00 1,335,150.00
LPC, Energy Conservation Project - 2013 Series C 4/1/2023 1,495,000.00 736,100.00 14,495,000.00 3,335,050.00
LPC, Information Technology Project - 2013 Series D 4/1/2023 815,000.00 300,700.00 7,530,000.00 1,397,050.00
LPC, Energy Conservation Project - 2007 Series B 5/1/2023 905,000.00 369,818.76 7,450,000.00 1,400,175.06
LPC, Kent County Courthouse Project - 2013 Refunding Series A 10/1/2023 1,305,000.00 1,571,050.00 31,875,000.00 7,920,125.00
LPC, Training School Project - 2013 Refunding Series B 10/1/2024 1,555,000.00 1,540,250.00 32,270,000.00 8,724,275.00
LPC, Traffic Tribunal Project - 2013 Refunding Series E 10/1/2024 795,000.00 525,650.00 13,320,000.00 3,060,250.00
LPC, Pastore Center Energy Conservation Project - 2014 Series A 11/1/2024 0.00 244,416.67 11,650,000.00 2,867,550.00
LPC, Information Technology Project - 2014 Series C 11/1/2024 0.00 684,809.03 30,380,000.00 8,150,625.00
LPC, Energy Conservation Project - 2011 Series A 4/1/2026 2,920,000.00 875,850.00 21,585,000.00 3,385,150.00
LPC, School for the Deaf Project - 2009 Series C 4/1/2029 1,180,000.00 1,300,250.00 24,005,000.00 10,739,437.52
LPC, R. I. College Energy Conservation Project - 2014 Series B 11/1/2029 0.00 124,578.13 7,465,000.00 2,445,737.50
Total Capital Leases $ 21,960,000.00 $ 10,172,142.59 235,130,000.00 57,071,388.83

R.l. Economic Development Corporation
Division of Motor Vehicle System 4/1/2016 $ 2,085,000.00 $ 206,893.00 3,025,000.00 105,342.00
Historic Structures Tax Credit Fund 5/15/2018 17,010,000.00 4,340,297.00 57,390,000.00 7,069,682.00
Job Creation Guaranty Program 11/1/2021 7,885,000.00 4,626,463.00 59,675,000.00 14,615,631.00
Job Creation Guaranty Program I 11/1/2020 1,176,822.00 234,584.00 4,839,845.00 393,822.00
URI Power Plant 11/1/2020 965,000.00 328,250.00 5,600,000.00 867,000.00
Fidelity Building | 5/1/2021 1,437,730.00 1,050,796.00 11,600,179.00 3,366,264.00
Fidelity Building Il 5/1/2027 385,327.00 568,726.00 7,564,626.00 3,884,016.00
Fleet Bank 5/1/2027 365,000.00 579,883.00 7,345,000.00 3,985,137.00
Transportation Motor Fuel 6/15/2027 4,185,000.00 3,006,309.00 58,340,000.00 19,635,540.00
Redevelopment of 1-195 Land 4/1/2023 0.00 2,978,400.00 38,400,000.00 22,463,776.00
Agency Payments (10,895,000.00)

Total R.l. Economic Development Corporation $ 35,494,879.00 $ 17,920,601.00 242,884,650.00 $ 76,386,210.00

Convention Center Authority

Grand Total

5/15/2035 $

10,750,000.00 $ 12,229,026.00

216,150,000.00 $ 110,377,192.00

$ 154,119,879.00 $ 88,319,303.08

$ 1,717,059,650.00 $ 607,319,946.15




EXHIBIT C

Summary of Debt Issuance of the State, Quasi-Public
Agencies and Cities and Towns



The Public Finance Management Board
Summary of Debt Issuance by Agency and the State of R. |
Calendar Year 2015

100%
Original Total Report of Bond
Initial Delivery Maturity Issue Fees Due by % of Total Date Final Sale Counsel
Date Date Date Amount Due Agency Total Rec.'d Rec.'d Received Fee
Firm R | Health & Educ Bldg Corp
1/30/15 Public School Revenue Bonds Financing Program 3/11/15 10/1/2020 $ 6,540,000.00 $ 1,635.00 $ 1,635.00 3/30/15 3/23/15 25,000.00 Adler Pollock
Revenue Bonds, Series 2015 A (City of Woonsocket)
(Refunding Issue - But not RIHEBC Bonds)
3/30/15 Educational Institution Revenue Refunding Bond 5/14/15 5/1/2035 3,560,000.00
(Mercymount Country Day School - Series 2015 Refunding Portion (3,490,000.00)
New Money Portion $ 70,000.00 $ 17.50 $ 17.50 5/18/15 5/18/15 28,500.00 Adler Pollock
4/21/15 Health and Educational Facilities Revenue Refunding Bonds 4/30/15 2/1/2041 $ 9,555,000.00 $ - 10/28/15 39,000.00 Hinckley Allen
Child and Family Services of Newport County Issue Ser. 2015
5/5/15 Higher Education Facility Revenue Bonds,
Salve Regina University Issue, Series 2015 A 5/7/15 5/1/2045 20,400,000.00 $ 5,100.00
Salve Regina University Issue, Series 2015 B Refunding 5/7/15 5/1/2045 3,352,000.00 $ -
Salve Regina University Issue, Series 2015 C 5/7/15 5/1/2045 3,748,000.00 $ 937.00 6,037.00 $ 6,037.00 5/7/15 10/28/15 45,000.00 Hinckley Allen
$ 27,500,000.00
5/5/15 Public School Revenue Bonds Financing Program 5/14/15 5/15/2028 $146,325,000.00 $ - 11/24/15 150,000.00 Locke Lord
Revenue Refunding Bonds, Series 2015 A
(Providence Public Buildings Authority Issue)
6/17/15 Higher Education Facility Revenue Bonds, 7/16/15 11/1/2045 46,910,000.00
Providence College Issue, Series 2015 Refunding Portion (15,480,000.00)
New Money Portion $ 31,430,000.00 $ 7,857.50 $ 7,857.50 8/31/15 9/2/15 50,000.00 Partridge Snow
7/15/15 Health Facilities Revenue Refunding Bonds 9/30/15 10/1/2040 9,360,000.00
(Tamarisk, Inc. Issue - Series 2015) Refunding Portion (9,215,000.00)
New Money Portion $ 145,000.00 $ 36.25 $ 36.25 10/1/15 10/5/15 32,500.00 Adler Pollock
7121/15 Hospital Financing Revenue Refunding Bonds 8/12/15 9/15/2033 $ 45,545,000.00 $ - 9/21/15 n/a Partridge Snow
South County Hospital Healthcare System, Series 2015
7/21/15 Public Schools Revenue Bond Financing Program 7127115 5/15/2036 $  4,565,000.00 $ 1,141.25 $ 1,141.25 9/15/15 9/15/15 45,000.00 Partridge Snow
Revenue Bonds, Series 2015 B (City of Cranston Issue)
8/21/15 Higher Education Facility Revenue Bonds, 8/31/15 9/1/2045 $ 60,000,000.00 $ 15,000.00 $ 15,000.00 9/28/15 2/5/16 40,000.00 Hinckley Allen
New England Institute of Technology Issue, Series 2015
9/14/15 Educational Institution Revenue Refunding Bond
(Bishop Hendricken High School Issue - Series 2015 A) 9/16/15 4/1/2035 $  4,702,000.00 $ -
Educational Institution Revenue Bond
(Bishop Hendricken High School Issue - Series 2015 B) 505,000.00 $ 126.25 $ 126.25 11/20/15  12/31/15 16,000.00 Locke Lord
Term Loan 550,000.00

$  5,757,000.00



Original Total Report of Bond
Initial Delivery Maturity Issue Fees Due by % of Total Date Final Sale Counsel
Date Date Date Amount Due Agency Total Rec.'d Rec.'d Received Fee Firm
R I Health & Educ Bldg Corp - Continued
9/14/15 Educational Institution Revenue Refunding Bond 11/13/15 4/1/2036 4,825,000.00 $ - 12/31/15 15,000.00 Locke Lord
(Saint Raphael's Academy Issue - Series 2015)
9/14/15 Educational Institution Revenue Refunding Bond 11/13/15 4/1/2036 5,073,000.00 $ - 12/31/15 16,000.00 Locke Lord
(The Prout School Issue - Series 2015)
9/14/15 Educational Institution Revenue Refunding Bond 9/16/15 4/1/2035 1,884,000.00 $ - 12/18/15 14,000.00 Locke Lord
(Saint Philomena School Issue - Series 2015)
9/16/15 Higher Education Facility Revenue Bonds, 9/22/15 9/1/2030 30,000,000.00 $ 7,500.00 7,500.00 5/13/06 4/11/16 35,000.00 Hinckley Allen
Johnson & Wales University Issue, Series 2015
10/8/15 Health Facility Revenue Bonds 12/17/15  12/1/2045 13,900,000.00 $ 3,475.00 3,475.00 12/22/15  12/24/15 32,750.00 Adler Pollock
(Saint Elizabeth Home, East Greenwich Issue - Series 2015)
10/15/15 Higher Education Facility Revenue Bonds, 10/21/15  10/1/2045 45,000,000.00
Brown University Issue, Series 2015 Refunding Portion (14,470,000.00)
New Money Portion $ 30,530,000.00 $ 7,632.50 7,632.50 4/8/16 45,000.00 Hinckley Allen
10/29/15 Providence Public School Revenue Bd. Financing Program 12/16/15 5/15/2035 $ 10,000,000.00 $ 2,500.00 2,500.00 12/16/15  12/22/15 37,500.00 Adler Pollock
Revenue Bonds, Series 2015 B WT
(Providence Public Building Authority Issue)
12/10/15 Public School Revenue Bond Financing Program 4/8/16 95,000.00 Hinckley Allen
Refunding Revenue Bonds, Series 2015 C (Pooled Issue) 12/22/15 5/15/2036 $ 13,965,000.00
Refunding Portion 9,590,000.00
New Money Portion $  4,375,000.00 $ 1,093.75
Series 2015 D (Town of Tiverton) - Refunding 12/22/15  5/15/2036 8,025,000.00 $ -
Series 2015 E (Town of Smithfield - Taxable) 12/22/15 5/15/2036 _$  1,525,000.00 $ - $1,093.75 1,093.75 8/8/16

$ 23,515,000.00

$ 52,417.00

48.4% $ 52,417.00



Original Total Report of Bond
Initial Delivery Maturity Issue Fees Due by % of Total Date Final Sale Counsel
Date Date Date Amount Due Agency Total Rec.'d Rec.'d Received Fee Firm
R.I. Infrastructure Bank
(R I Clean Wtr Pro Finance Agcy)
6/25/15 Water Pollution Control Revolving Fund Revenue Bonds, 7/9/15 10/1/2044 $ 56,275,000.00 $ 14,068.75 $ 14,068.75 7/30/15 7/31/15 $ 47,000.00 Nixon Peabody
Series 2015 A (Pooled Issue)
9/1/15 R.1. Infrastructure Bank
Water Pollution Control Refunding Revenue Bonds, 10/6/15 10/1/2026 $ 24,030,000.00 $ - 10/8/15 $ 60,000.00 Nixon Peabody
Series 2015 B
Water Pollution Control Subordinated Refunding 10/6/15 10/1/2027 $ 23,295,000.00 $ - 10/8/15 Nixon Peabody
Revenue Bonds, Series C
11/3/15 City of Pawtucket, Rhode Island Conduit Issue 12/18/15 10/1/2035 $ 24,265,000.00
Refunding Water Revenue Bonds, Series 2015 Refunding Portion (19,340,000.00)
New Money Portion $  4,925,000.00 $ 1,231.25 $ 1,231.25 12/18/15  12/18/15 $  45,000.00 Nixon Peabody
WT
11/23/15 R.1. Infrastructure Bank Safe Drinking Water Revolving Fund 12/17/15 10/1/2035 $ 22,640,000.00 $ 5,660.00 $ 5,660.00 12/17/15  12/18/15 $  45,000.00 Nixon Peabody
Revenue Bonds, Series 2015 A (Green Bonds) (Pooled Loan) WT
$ 20,960.00 19.3% $ 20,960.00
R I Refunding Bond Authority
$ - 0.0% $ -
R | Hsing & Mtge Finance Corp
3/20/15 Multi-Family Mortgage Revenue Note 3/31/15 4/1/2045 $ 26,010,000.00 $ 6,502.50 $ 6,502.50 4/1/15 4/22/15 $ 50,133.00 Nixon Peabody
Charles Place Apartments Project, Series 2015
6/30/15 Homeownership Opportunity Bonds - Refunding Bonds
Series 66-Al (Non-AMT) 8/20/15 4/1/2033 $ 26,370,000.00 $ -
Series 66-A2 (Non-AMT) 8/20/15 10/1/2032 $ 10,385,000.00 $ -
Series 66-C1 (AMT) 8/20/15 4/1/2016 $  1,020,000.00 $ -
Series 66-C2 (AMT) 8/20/15 10/1/2026 $ 22,225,000.00 $ -
$ 60,000,000.00 9/30/15 $ 8,520.69 Nixon Peabody
6/30/15 Series 66-B (Adjustable SIFMA Rate (Non-AMT) 8/20/15 10/1/2045 15,000,000.00 $ 3,750.00 $ 3,750.00 9/17/15 Bond Counsel $  26,477.94 Kutak Rock
(New Money Portion) $ 75,000,000.00
$ 10,252.50 9.5% $ 10,252.50



Original Total Report of Bond
Initial Delivery Maturity Issue Fees Due by % of Total Date Final Sale Counsel
Date Date Date Amount Due Agency Total Rec.'d Rec.'d Received Fee Firm
Rhode Island Student Loan Auth
4/7/15 Program Revenue Bonds, 2015 Senior Series A (AMT) 4/21/15 12/1/2031 $ 41,365,000.00 $ 10,341.25 WT $ 10,341.25 4/22/15 5/11/15 No C.O.l. paid  Cameron & Mittleman
from bond
proceeds
$ 10,341.25 9.5% $ 10,341.25
Narr Bay Wtr Qlty Mgt Dist Com
( PFMB fees are not assessed for this agency
2/4/15 Wastewater System Refunding Revenue Bonds, 5/5/15 2/1/2037 $ 40,085,000.00 $ B 5/15/15 $ 62,000.00 Locke Lord
2015 Series A
6/25/15 Wastewater System Revenue Bonds, 7/9/15 9/1/2045 $ 41,753,000.00 $ B 2/18/16 $  49,500.00 Locke Lord
2015 Series B
$ - 0.0% $ -
R.l. Resource Recovery Corporation
(R I Solid Waste Management Bd)
$ - 0.0% $ -
Tobacco Settlement Financing Corporation
2/27/15 Tobacco Settlement Asset-Backed Bonds, Series 2015 3/19/15 6/1/2050 $ 620,935,000.00 $ - 3/19/15 $1,000,000.00 Robinson + Cole

Refunding Issue

0.0% $ -



Original Total Report of Bond
Initial Delivery Maturity Issue Fees Due by % of Total Date Final Sale Counsel
Date Date Date Amount Due Agency Total Rec.'d Rec.'d Received Fee Firm

RI Turnpike & Bridge Authority

12/18/15 Motor Fuel Tax Revenue Bond Series 2016 A 1/21/16 10/1/2040 $117,590,000.00
Refunding Portion (60,000,000.00)
New Money Portion $ 57,590,000.00 $ 14,397.50 $ 14,397.50 2/5/16 2/4/16 $ 125,000.00 Taft & McSally

$ 14,397.50 13.3% $ 14,397.50
Providence Redevelopment Agncy
3/10/15 (Public Safety Building Project) 3/17/15 4/1/2029 $ 44,910,000.00 $ - 3/31/15 $  75,000.00 Partridge Snow
Revenue Refunding Bonds, 2015 Series A
$ - 0.0% $ -
R I Industrial Facilities Corp
$ - 0.0% $ -
The Convention Ctr Authority
3/25/15 Refunding Revenue Bonds, 2015 Series A 4/14/15 5/15/2023 $ 31,900,000.00 $ - 5/8/15 $ 50,000.00 Partridge Snow

$ - 0.0% $ -



Original Total Report of Bond
Initial Delivery Maturity Issue Fees Due by % of Total Date Final Sale Counsel
Date Date Date Amount Due Agency Total Rec.'d Rec.'d Received Fee Firm
State of Rhode Island

7/20/15 G.0. Bonds CCDL of 2015, Refunding Series A 7/29/15 8/1/2026  $175,155,000.00 $ - 9/22/15 $ 57,000.00 Partridge Snow

3 - 0.0%" % -
R.l. Commerce Corporation
(R | Economic Development Corp)
3/3/15 Rhode Island Commerce Corporation 3/23/15 7/1/2024 $ 42,980,000.00 $ - 4/2/2015 $ 33,620.00 Cameron & Mittleman
Airport Revenue Refunding Bonds, 2015 Series A(AMT)
5/21/15 Historic Structures Tax Credit Financing Program Ser.2015 A 6/16/15 6/16/2024 $ 75,000,000.00 $ - 6/23/15 $  75,000.00 Pannone Lopes
(Federally Taxable)

$ - 0.0% $ -

Totals

510836825

100.0% _$ 108,368.25

$2570,501.63



The Public Finance Management Board
Summary of Debt Issuance by Cities & Towns

Calendar Year 2015

100% Report of
Bond Final Sale
Date Amount City or Town Counsel Fee Bond Counsel Description of Issue Received
9/17/14 123,000.00 Town of New Shoreham $ 3,500.00 Moses Afonso Ryan G.O. Bonds 7/14/15
9/17/14 98,000.00 Town of New Shoreham 3,500.00 Moses Afonso Ryan G.O. Bonds 7/14/15
2/5/15 689,000.00 Town of New Shoreham 3,500.00 Moses Afonso Ryan Sewer Bonds 7/14/15
2/12/15 5,170,000.00 Town of West Greenwich, R.I. 17,000.00 Locke Lord G.O. Refunding Bonds, Series 2015A dated 2/19/15 3/18/15
3/10/15 3,990,000.00 Town of Johnston, R. I. 12,500.00 Pannone Lopes Devereaux & West G.O. Refunding Bond, 2015 Series 5/5/15
3/12/15 16,720,000.00 Town of Coventry, R.I. 30,000.00 Locke Lord G.0. Bonds and G.O. BANs dated 3/17/15 6/2/15
8/8/14 1,033,000.00 Stone Bridge Fire District 7,000.00 Moses Afonso Ryan G.O. Bonds 3/13/15
3/23/15 3,500,000.00 City of Warwick, Rhode Island 14,500.00 Locke Lord Wastewater System Revenue Bonds, 2015 Series A dated 3/31/15 717115
2/23/15 7,140,000.00 Town of Bristol, Rhode Island 33,000.00 Cameron & Mittleman G.O. Bonds, 2015 Series A and G.O. Refunding Bonds, 2015 Series B 4/8/15
3/26/15 1,000,000.00 Town of Hopkinton, R. I. 5,500.00 Locke Lord G.O. Bond Anticipation Notes dated 4/1/15 4/9/15
4/1/15 6,215,000.00 Town of New Shoreham 15,000.00 Moses Afonso Ryan G.O. Refunding Bonds, Series 2015 A & B 4/21/15
4/16/15 6,000,000.00 Town of Westerly, R. I. 15,000.00 Moses Afonso Ryan G.O. Bonds 4/21/15
4/17/15 6,935,000.00 Town of South Kingstown, R. I. 19,000.00 Locke Lord G.O. Refunding Bond dated 4/21/15 6/2/15
4/28/15 1,700,000.00 Town of Scituate, R. I. 4,500.00 Gorham & Gorham Tax Anticipation Note 4/21/15
5/18/15 5,735,000.00 City of Newport, Rhode Island Not from C.O.l. Locke Lord G.O. Bonds 8/24/15
5/20/15 5,000,000.00 City of Pawtucket, R. I. 6,400.00 Locke Lord G.O. Road Bonds (Taxable) dated 5/28/15 8/25/15
5/20/15 500,000.00 Town of Bristol, Rhode Island 12,000.00 Cameron & Mittleman G.O. Road Bonds dated 5/28/15 6/3/15
5/20/15 2,000,000.00 Town of East Greenwich, R. I. 5,500.00 Locke Lord G.O. Road Bonds (Taxable) dated 5/28/15 8/25/15
5/21/15 253,000.00 Town of Hopkinton, R. I. 4,400.00 Locke Lord G.O. Road Bonds (Taxable) dated 5/28/15 8/25/15
5/26/15 15,030,000.00 Town of North Kingstown 30,000.00 Taft & McSally G.0. Bonds Refunding Bonds, 2015 Series A 9/1/15
5/27/15 150,515.00 Town of West Warwick, R. I. 4,400.00 Locke Lord G.O. Bonds (Taxable) dated 5/28/15 6/18/15
6/3/15 22,050,000.00 Town of Lincoln, Rhode Island 30,000.00 Moses Afonso Ryan G.O. Refunding Bonds, 2015 Series A 719115
6/3/15 7,200,000.00 City of Pawtucket, R. I. Not from C.O.I. Locke Lord G.O. Bond Anticipation Note dated 6/16/15 9/23/15
6/26/15 849,000.00 Town of Lincoln, Rhode Island 8,000.00 Moses Afonso Ryan Wastewater System Revenue Bonds, 2015 Series A dated 7/16/15 8/7/15
716115 8,730,000.00 City of Cranston, Rhode Island 33,000.00 Locke Lord G.O. Bonds, 2015 Series A 1/14/16
716115 21,985,000.00 City of Cranston, Rhode Island - Locke Lord G.0O. Refunding Bonds, 2015 Series B 1/14/16
719115 14,000,000.00 City of Woonsocket 15,000.00 Partridge Snow & Hahn LLP Wastewater System Revenue Bonds, 2015 Series A 8/3/15
7/16/15 5,400,000.00 City of Newport, Rhode Island 22,000.00 Locke Lord Wastewater System Revenue Bonds, 2015 Series A 11/10/15
7/16/15 10,574,900.00 City of Warwick, Rhode Island 26,000.00 Locke Lord Wastewater System Revenue Bonds, 2015 Series B 11/10/15
7/20/15 3,700,000.00 Town of Burrillville 12,000.00 Locke Lord G.O. Clean Water Bonds, Series 2015 dated 7/30/15 12/10/15
7/20/15 7,000,000.00 Town of West Warwick, R. I. 24,500.00 Locke Lord Wastewater System Revenue Bonds, 2015 Series A dated 7/30/15 2/18/16
7/27/15 3,000,000.00 City of East Providence, R. I. 11,500.00 Locke Lord G.O. Revenue Anticipation Notes, 2015 Series 1 and Series 2 (Taxable) 7/28/15
7/31/15 5,907,000.00 City of Pawtucket, R. I. 21,500.00 Locke Lord Wastewater System Revenue Bonds, 2015 Series A 10/8/15
8/5/15 5,435,000.00 City of Warwick, Rhode Island 38,000.00 Locke Lord G.O. Bonds, 2015 Series A dated 8/12/15 8/24/15
8/5/15 23,810,000.00 City of Warwick, Rhode Island - Locke Lord G.O. Refunding Bonds, 2015 Series B dated 8/12/15 8/24/15
8/11/15 18,000,000.00 Town of West Warwick, R. I. 11,000.00 Locke Lord G.O. BANSs, 2015 Series 1 and G.O. BANs, 2015 Series 2 9/21/15
8/11/15 1,050,000.00 Town of New Shoreham 10,000.00 Moses Afonso Ryan G.O. Refunding BANs 11/12/15
8/25/15 2,500,000.00 Town of Bristol, Rhode Island 15,000.00 Mack Law Associates G.O. Bonds dated 8/31/15 8/31/15
9/29/15 1,960,000.00 Town of Hopkinton, R. I. 9,200.00 Locke Lord G.O. Bonds dated 9/30/15 11/13/15
10/5/15 4,030,000.00 Town of North Kingstown 6,000.00 Taft & McSally G.O. Refunding Bonds issued to R.I.H.E.B.C. 4/7/16
10/9/15 2,000,000.00 Tiverton Wastewater District 7,000.00 Moses Afonso Ryan G.0O. BAN's 1/8/16
10/19/15 9,880,000.00 Town of Cumberland 25,000.00 Moses Afonso Ryan G.O. Bonds, 2015 Series A and G.O. Tax Anticipation Notes, 2015 Series 5/3/16
11/6/15 6,890,000.00 Town of West Warwick, R. I. 28,000.00 Locke Lord G.0O. Bonds, 2015 Series A dated 11/12/15 2/17/16
11/5/15 4,445,000.00 Town of Portsmouth, R.1. 25,000.00 Moses Afonso Ryan G.O. Bonds, Series 2015 A 1/8/16
11/5/15 415,000.00 Town of Portsmouth, R.1. - Moses Afonso Ryan G.O. Bonds, 2015 Series B (Federally Taxable) 1/8/16
11/5/15 1,615,000.00 Town of Portsmouth, R.I. - Moses Afonso Ryan G.0O. Bond Anticipation Notes, 2015 Series 1 (Federally Taxable) 1/8/16
11/18/15 1,760,000.00 North Tiverton Fire District 7,699.77 Moses Afonso Ryan G.O. Bonds 1/12/16
12/4/15 24,265,000.00 City of Pawtucket, R. I. 35,000.00 Locke Lord Water System Refunding Bonds, 2015 Series A dated 12/18/15 3/3/16
12/7/15 30,000,000.00 City of Providence, R. I. 40,000.00 Locke Lord Water System Revenue Bonds, 2015 Series A dated 12/17/15 1/13/16
12/10/15 1,750,000.00 Town of Cumberland 15,000.00 Moses Afonso Ryan Water System Revenue Bonds, 2015 Series A 5/3/16

339,182,415.00

$ 721,599.77
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Credit Profile
US$145.725 mil GO bnds cons cap dev loan rfdg ser 2015 A due 08/01/2026

Long TermRating AA/Stable New
Rhode Island & Providence Plantations GO
Long Term Rating AA/Stable Affirmed
Rationale

Standard & Poor's Ratings Services has assigned its 'AA' rating to Rhode Island & Providence Plantations' 2015A
consolidated capital development loan general obligation (GO) refunding bonds. At the same time, Standard & Poor's
has affirmed its '"AA' rating on the state's GO bonds, its 'AA-' rating on Rhode Island's appropriation debt and its ‘A’
rating on the state's moral obligation-backed bonds. Standard & Poor’s also affirmed its 'BBB' rating on Rhode Island's
38 Studios bonds, also backed by the state's moral obligation. The outlook is stable.

The 'AA' rating on the series 2015A refunding bonds reflects our view of the state's:

« Good incomes, with median household effective buying income at 106% of the national level,
< Good geographic location near the economies of eastern Massachusetts and eastern Connecticut; and
= Strong financial management and fully funded general fund reserves in recent fiscal years.

Partially offsetting the above strengths, in our view, are Rhode Island's:

< Projected budget gaps for fiscal years 2016 through 2019 that reach about 12.4% offiscal 2016 expenditure in the
last year and that could grow if economic conditions underperform projections; and
< Significantly underfunded pension system, even after recently adopted reforms.

The series 2015A refunding bonds are full faith and credit GOs of the state. The bonds are being issued to free up
approximately $100 million in revenues by restructuring the state's GO debt to generate savings in fiscal years 2016
and 2017. The state will take principal coming due in 2016 and 2017 and spread those payments over the remaining
life of the bonds to generate $68 million and $30 million in fiscal years 2016 and 2017, respectively. The transaction
creates higher debt service payments in fiscal years 2020 through 2027 with the estimated increases in debt service
ranging from $5 million to $15 million. The transaction also assumes about $21 million in premium. Although there are
dissavings in most years, the refunding is still expected to generate net present value savings and there is no extension
of maturities. Rhode Island plans to use the savings to capitalize a school construction fund ($20 million) and spur
economic development ($64.5 million).

The May 2015 revenue estimating conference increased revenues by $106.8 million and the state projects a $118.6
million ending surplus. The state also projects a $31.5 million net increase in spending due to a $20 million increase in
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Medicaid caseloads and the payment of $25 million representing a 2% compounded cost of living adjustment (COLA)
that had not been included in the original budget. The budget gap is closed through a combination of re-appropriations
from fiscal 2014, increased revenues, and debt service savings due to lower interest rates and delayed issuances. In our
view, except for approximately $36 million in revised revenue estimates for fiscal 2015, the rest of the measures are one-
time in nature.

Rhode Island's fiscal 2016 general fund budget totals $3.55billion, a$75.4 million, or 2.2%, increase from the revised
2015 budget, and is $60 million higher than the governor's proposed budget. The budget includes tax reform measures
aimed at improving the business climate and spurring economic development. The tax measures include revenue
enhancement as well as tax exemptions, credits, and tax reductions. Revenue enhancements include a 25-cent excise
tax increase per pack of cigarettes ($6.5 million), the maintenance of increased taxes on some liquors rather than
letting the increased taxes sunset ($6.4 million), and the expansion of the sales tax base to include vacation home
rentals, bed and breakfast inns, on-line room resellers, and other lodging accommodations ($7 million). Measures to
improve the business climate include eliminating the sales tax on commercial use of electricity, natural gas, and
heating oils ($24.4 million); maintaining the exemption on wine and spirits sold by Class A licensees ($14.3 million);
exempting taxable social security benefits for filers with federal adjusted gross income below certain thresholds ($9.4
million); and increasing allowable federal earned income tax to 12.5% ($3 million) among other measures. The net
impact of combined tax measures is an estimated net revenue loss of $63 million. The budget maintains the hospital
licensing fee, but in fiscal 2016 increases it to 5.862% offiscal 2014 net patient revenues, up from 5.475% offiscal 2013
net patient revenues in fiscal 2015. The budget incorporates the full payment to 38 Studios and continues to fund the
state's actuarially required contribution (ARC) as well as fully funding the basic aid educational funding formula. It
maintains a budgetary reserve equal to $183 million, or 5% offiscal 2016 expenditures. The budget does not address
the governor's plan to toll 17bridges to fund road and bridge construction and repair.

Medicaid reform is the budget's centerpiece on the expenditure side. The governor had established a working group to
restructure Medicaid in the state. Rhode Island expects to generate approximately $70 million in savings from a variety
of measures enacted in the fiscal 2016 budget. These include a 0.9% reduction to capitation rates, a 2% rate reduction
and freeze on to nursing facility rates, a 2.5% rate reduction and freeze on hospital rates, and Medicaid program
efficiencies. The budget also includes approximately $5 million in personnel and employee benefit savings. The 2015A
bond proceeds will be used to fund $20 million for a companion program to the ongoing school construction aid
program. As mentioned earlier, the budget also includes a number of economic development initiatives, the largest of
which are $25 million for an 1-195 redevelopment project fund and $12.7 million for tax stabilization incentives.

The budget is, in our view, structurally unbalanced and relies on approximately $190 million-$210 million in one-time
measures (5%-6% of budget), including the GO bond restructuring and $120 million in free surplus. Rhode Island's long-
term financial plan projects significant budget gaps; it includes a projection oflegalized gaming in Massachusetts that
would reduce the state's gaming revenue, and assumes no changes in its gaming options. The fiscal 2016 projected
gap is $190.4 million, increasing to $496.3 million for fiscal 2019 (13.4%), the final year of the plan. Based on the
measures included in the governor's proposed fiscal 2016 budget, the state was projecting the out-year deficits to decline
to $285.9 million (8.1% of 2016 expenditures) in 2019 and $376.7 million (10.6%), in fiscal 2020. Although the state has
not released its official forecast, the budgetary gap increases to $122.3 million in fiscal 2017, $326.4 million,

WWW.STANDARDANDPOORS.COM/RATINGSDIIIECT JULY 16, a0OU 3

THIS WAS PREPARED EXCLUSIVELY FOR USER PATRICE LEONARD.

1418750 | 30EMSITR
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.


http://www.standardandpoors.com/RATINGSDlllECT

Rhode Island & Providence Plantations; Appropriations; General Obligation; Moral Obligation

or 9.2% of 2016 expenditures, in 2019, and $438.7 million (12.4%) in fiscal 2020 based on the Rhode Island House of
Representatives fiscal staffsestimates. In our view, the continued existence of such large projected deficits in light of a
continued, albeit slow, economic recovery points to more significant structural issues that if left unaddressed, could
result inweaker credit quality.

Six years into recovery, Rhode Island's economic indicators still lag the nation's recovery . The state ranks 36th of 50
inyear-over-year change in personal income growth as of the first quarter of 2015, 28th in employment growth as of
May 2015, and 40th in population growth through July 2014, according to Federal Funds Information for States.
Although Rhode Island's economy has improved, the state is betting on an improved economic and business
environment to jumpstart the economy and to help close its long-term budgetary gaps. The state has experienced
1.4% year-over-year employment growth as of May 2015 according to IHS Global Insight Inc., but has recovered only
60% of the employment Jost during the recession. 'HS currently projects that Rhode Island will rank 40th in terms of
private-sector payroll growth between first-quarter 2015 and first-quarter 2016 and rank 37th and 42nd over the next
year in real personal income growth and real gross state product, respectively.

The Rhode Island Retirement Security Act of 2011 (RIRSA) was signed on Nov. 18, 2011, and made significant
changes to all of the plans the Employees' Retirement System of Rhode Island (ERSRI) administers. Although the
reform led to litigation, the state recently settled with all but two of its labor unions. Based on the settlement, the
state's actuaries estimate the unfunded accrued actuarial liability (UAAL) would fall to $4.8 billion down from $8.9
billion prior to reform and up slightly from the $4.6 billion anticipated from the reform prior to the settlement The
funded ratio as of the July 1, 2014, valuation would fall to 57%based on the settlement. The ARC for fiscal 2017 under
the settled reform is projected at $493.6 million, which is aslight increase from the $479 million estimated based on
pre-settlement reform. However, itissignificantly lower than the $886 million estimated before the reform. The two
unions that did not settle are the City of Cranston's municipal and police and fire unions. According to the state, it does
not have any liability related to these two plans, but does administer the benefits.

Based on the analytic factors we evaluate for states, on a scale on which '1'is the strongest and '4' is the weakest, we
have assigned Rhode Island a composite score of '1.9".

Outlook

The stable outlook reflects our view that Rhode Island's government framework and financial management procedures
are strong, as demonstrated by recent budget adjustments that have closed large gaps. We believe that the state's
stabilization funding mechanism and ability to enact revenue and expenditure amendments with few limits should
allow the state to maintain an adequate budgetary balance and liquidity position. However, in our view, low pension
funding levels and a relatively weak economy will make the additional budget changes necessary to address the large
out-year gaps more difficult. Furthermore, continued large projected gaps during a period of continued, albeit slow,
economic expansion point to a revenue and expenditure misalignment that if left unaddressed, could translate into
weaker credit quality. Rhode Island has appropriated funds to pay its moral obligations bonds related to 38 Studios for
the third year in a row, this year without much debate. The state's recently missed lease payment was due to the
trustee's administrative error and the state is applying additional safeguards to avoid this recurring. Although we don't
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expect to change the rating within the next two years, significant improvement in the state's economy coupled with
improved pension funding could translate into a positive rating action. Alternatively, if the state's economy continues
to lag the nation's, limiting Rhode Island's ability to absorb some of the out-year budget pressures, or should the state
fail to appropriate funds to meet its commitments, there could be negative pressure on the rating.

Government Framework

In our view, the state has significant flexibility to increase the rate and base of its major revenues and also to decrease
its expenditures. Rhode Island can raise its income and sales tax rates and base with a simple majority vote of the
legislature and without voter approval. The changes made to the state's tax structure in fiscal 2016 are a prime
example of this. In our view, the state also has flexibility to decrease its major expenditures to local governments, and
in recent years it made significant midyear decreases in its funding provided to local governments, demonstrating a
willingness to reduce this funding to maintain its own financial position. Officials also have the ability to delay
disbursements to later in a fiscal year, which provides some cash flow flexibility.

Rhode Island has a requirement that the governor and legislature prepare and enact balanced budgets, although this
might include the use of nonrecurring free surplus and fund balance. There is no voter initiative process in the state.
Debt service can be paid without an appropriation budget, but does not have a first claim on revenues.

On ascale of '!"(strongest) to '4' (weakest), we have assigned a score of 'l.2' to Rhode Island's government framework.

Financial Management

Standard & Poor's considers Rhode Island's financial management practices "strong" under its Financial Management
Assessment methodology, indicating practices are strong, well embedded, and likely sustainable. The state carries out
revenue estimating conferences several times a year and uses their results as the basis for setting its budget. Once it's
adopted the budget, the state monitors its revenues closely. Monthly monitoring and reporting of key revenues allow
Rhode Island to make midyear financial adjustments if necessary to maintain balance. Furthermore, the state's use of a
five-year financial plan, which it updates annually with the adopted budget, provides the basis for future fiscal
decisions and recognizes out-year gaps. Rhode Island produces a five-year capital plan that outlines expected capital
requirements and identifies funding sources. The state's investment management practices are conservative and
actively adhered to. Although it does not have a formal debt-management policy, Rhode Island, through the public
financial management board, monitors its debt issuance to ensure that debt levels stay within desired guidelines based
on defined measurements, including debt as a percent of personal income. The state is funding its budget reserve and
cash stabilization account at 5% pursuant to a 2006 voter-approved constitutional amendment.

We consider the state's budget management good, featuring a consensus revenue and caseload forecasting committee
that meets at least twice a year and can be convened at the request of any member. The forecasting committee
consists of the chieffiscal staff of the offices of the executive branch and the two houses of the legislature. However,
Rhode Island's structural budget performance has been below average in recent years, in our opinion, and large
out-year gaps remain. We consider the state's service levels somewhat flexible, and the state has made cuts in its local
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aid in recent years to balance the budget.

On a scale of '!" (strongest) to '4' (weakest), we have assigned a score of '.5' to Rhode Island's financial management.

Budgetary Performance

In November 2006, state voters approved changes to the level and use of some of the state's reserve funds. Through
fiscal 2008, the level of the budget reserve and stabilization account was set at 3% of resources, which is funded by
limiting appropriations to 98% of estimated revenues. Once the stabilization account is fully funded, excess
contribution goes into the Rhode Island Capital Fund annually. The constitutional changes increased the level of the
reserve account to 5% of resources, to be funded by limiting appropriations to 97% of estimated revenues. The reserve
is funded at 5% for fiscal 2016.

In our view, the state's liquidity needs are predictable, although the cash flow needs have required tax anticipation note
(TANS) issuance in previous years. The notes have been issued around July and repaid at the end of the fiscal year.
Rhode Island issued $350 million of TANSs for fiscal 2011 and $200 million in fiscal 2012, but has not issued TANs
since. The fiscal 2015 budget did not include cash flow borrowing and there is no TANs issuance currently expected
for fiscal 2016.

We consider Rhode Island's general revenue mix to be a strength, with no significant concentration in a single revenue
source. In the revised fiscal 2015 revenue estimates, the personal income tax accounts for 33.3% of general revenue,
sales tax 27%, and corporate income tax 3.2%. The state's revenue forecasts are done at least semiannually by a
consensus committee of the chief finance officials from the offices of the governor, House of Representatives, and
Senate. The forecasting committees can be convened at any other time at the request of one of the members. For fiscal
2015, the state overperformed its forecast, expecting to end the year with $118 million in free surplus. Medicaid
caseloads, which are typically very hard to predict, were lower than expected and in November 2014 increased less
than anticipated.

On a scale of 'I' (strongest) to '4" (weakest), we have assigned a '2.0' score to Rhode Island's budgetary performance.

Economy

In our opinion, Rhode Island's economy is somewhat weak compared with that of many other U.S. states. The state
unemployment rate averaged 7.7% for 2014, down from 9.3% in 2013 and after peaking at 11.7% in 2010. Rhode
Island's May 2015 unemployment rate was 5.9% (preliminary), somewhat higher than the nation's 5.5% rate.
Population growth had been slightly negative but turned slightly positive in 2013 (0.12%) and improved to 0.35% in
2014. The state trails the national average, with the U.S. registering a compound annual growth rate of 0.86%
compared with Rhode Island at negative 0.18% in the past 10 years. State incomes have historically been on par with
the nation's; in 2014, the state's per capita personal income was 106% of the national level.

The state has experienced payroll growth recently, but at a time when the nation overall has recovered the jobs lost to
the recession, Rhode Island has recovered fewer than two-thirds (60%). IHS Global Insight projects that Rhode Island
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will not reach its pre-recession employment peak until 2020, again much slower than the national picture, and that the
state's annual unemployment rate will remain at or above 6.5% until the beginning of 2016. The firm projects that
healthcare and professional and business services will be strong sectors for the state. Rhode Island's manufacturing
sector Was hit hard in the recession, and 'HS Global Insight projects somewhat weak performance, adding only a few
hundred jobs in the next year. The state expects its new package of tax incentives will help jumpstart the economy.

On a scale of 'I' (strongest) to '4' (weakest), we have assigned a 2.2' score to Rhode Island's economy. The improved
score relative to the previous '2.3' score reflects improved unemployment figures.

Debt And Liability Profile

Tax-supported debt

As of June 30, 2014, the state's total net tax-supported debt burden was 3.7% of personal income and about $1,750 per
capita, both of which we consider moderate. The fiscal 2014 carrying charge for tax-supported debt was about 7.3% of
general governmental expenditures, which we consider moderately high. We do not expect that the state's debt burden
will increase significantly in future years, based on its identified debt plans. Rhode Island improved its debt ratios in
previous years by defeasing debt with the proceeds of a tobacco securitization. As offiscal 2013, about $745 million of
tobacco bonds were outstanding. The state issued TANs annually through 2012, but none since then. It has no
exposure to interest-rate swaps, and its variable-rate debt was fully retired in December 2010. Debt service can be paid
in the absence of an appropriation budget, but there is no other priority for the payment of debt before other general
state expenditures. The state's debt amortization is at a level we consider above average, and officials estimate that
new debt issuance is not likely to significantly outpace amortization in future years.

Delayed bond call due to administrative error

Rhode Island missed a lease payment due April 1, 2015 on its series 2009C bonds. The state had budgeted for the
payment, but the trustee failed to include an amount needed for a mandatory redemption in its invoice. The interest
payment Was paid on time from funds on hand with the trustee. The state became aware of the missed payment on
July 2 and notified the trustee. The state posted a notice on Electronic Municipal Market Access on July 2and senta
notice to redeem the bonds on Aug. 3, the earliest it could redeem them, due to a 30 days' notice requirement.
Although the missed lease payment is an event of default under the declaration of trust and triggers acceleration, there
has been no such action taken by the trustee or Assured Guaranty (the insurer) due to recognition that this was an
administrative error. Likewise, our criteria do not require us to take a rating action if the missed payment is due to an
administrative error. In our view, the Department of Administration acted swiftly to rectify the issue, once it was
identified, and has outlined additional measures that it can take as additional checks and balances to avoid this
recurring.

38 Studios

Fiscal 2016 marks the third year in which Rhode Island has appropriated funds to honor its 38 Studios moral obligation
debt and the first one in which the payment was not a highly contested issue. Although we believe that default on this
moral obligation debt remains unlikely, we will continue to monitor this issue and any further debate about moral
obligation debt service in future budgets. Consistent with our criteria, if we believe that Rhode Island wavers in its
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commitment to supporting its debt, we could take a negative rating action, potentially lowering GO, appropriation, and
moral obligation debt by multiple notches. Furthermore, the possibility of negative credit rating actions could extend
beyond the current legislative session. Ifwe come to view the state'swillingness to back the obligation as questionable,
we anticipate that downward pressure on the state rating could persist into future years to the extent the issue requires
ongoing state support.

Pensions and OPEBs

The Rhode Island General Assembly passed RIRSA on Nov. 17,2011, and the governor signed iton Nov. 18.The act
made significant changes to substantially all of the plans the ERSRI administers, which include: ERSRI State
Employees (including correctional officersand nurses); ERSRI Teachers; Municipal Employees' Retirement System,
including general employees and public safety; Judicial Retirement Benefits Trust; and State Police Retirement
Benefits Trust. However, there have been litigation challenges to the enacted pension changes from 2011 and earlier
years that are ongoing.

The primary changes from RIRSA are:

< The general state and municipal employees and teachers changed from a defined-benefit plan to ahybrid plan that
combines asmaller defined benefit and a supplemental defined contribution element;

< The public safety plans lowered the benefit multiplier and, except for state police, extended the retirement age;

< COLAs were suspended or reduced for years in which the funded ratio for the aggregated state employees, teachers,
judges, and state police plans is lower than 80% funded,;

« When COLAs areallowed, they are contingent on investment performance rather than an automatic CPI-related
formula;

» The schedule to amortize the reduced UAAL was re-amortized to 25 years from a 19-year schedule, which did not
reduce the UAAL, but did reduce the annual contnbutions, though increasing the total pension payments over time.

Rhode Island recently settled litigation with all but two unions. According to the state, it does not share in the liabilities
for the remaining two unions and any litigation or settlement will not affect its current settlement. House Bill 5900, Sub
A, Article 21 (Art21) incorporates the settlement changes and was passed by the legislature and signed by the
governor. The June 30, 2014, UAAL responsibilities for the state employees, teachers, judges, and state police systems
were $4.36billion, a59.3% funded level. Rhode Island has full or partial funding responsibilities for those systems.
Under the settlement, the UAAL increases to $4.8 billion and the funded ratio declines to 57%. The state has
historically made 100% of the ARC for its pension except for a closed plan for seven members that is funded ona
pay-as-you-go basis.

The unfunded liability for the state's other postemployment benefits (OPEB), as of June 30, 2013 (the reports are
updated every other year), was $667.6 million, an approximate $150 million decrease from the 2011 valuation, and
reflects OPEB reform efforts. The liability isabout $635 per capita, which we consider moderate. Rhode Island's fiscal
years 2011 through 2015 enacted budgets included full OPEB ARCs, and the state has been funding its OPEB trust
fundsince 2011.

On afour-point scale onwhich '1'is the strongest, we have assigned a '2.5' score to Rhode Island's debt and liability
profile.
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Related Criteria And Research

Related Criteria

- USPF Criteria: State Ratings Methodology, Jan. 3, 2011

e USPF Criteria: Financial Management Assessment, June 27, 2006

« USPF Criteria: Debt Statement Analysis, Aug. 22, 2006

< USPF Criteria: Appropriation-Backed Obligations, June 13, 2007

< USPF Criteria: Moral Obligation Bonds, June 27, 2006

« USPF Criteria: Assigning Issue Credit Ratings Of Operating Entities, May 20, 2015

< Criteria: Use of CreditWatch And Outlooks, Sept. 14, 2009

« Criteria: Timeliness Of Payments: Grace Periods, Guarantees, And Use Of 'D' And 'SD' Ratings, Oct. 24, 2013

Ratings Detail (As Of July 16, 2015)

Fliil}bcl%a?gd & Providence Plantations Ise cert part COPs (Rj College Energy Conserv Proj) ser 2014 B dtd 11/01/2014 due

Long TermRating -AA-/Stable Affirmed

Rhode Island & Providence Plantations Ise part certs (Sch forthe Deaf Proj) ser 2009C dtd 06/25/2009 due 04/01/2010-2014
2016-20192021-2024 2026-202

Unenhanced Rating AA-(SPUR)/StabIe Affirmed
Rhode Island & Providence Plantations Ise part cert COP.* (Information Tecb Proj) ser 2014 C dtd 11/01/2014 due 11/01/2024
Long TermRating AA-/Stable Affirmed

Rhode Island & Providence Plantations Ise part cert COPs (Pastore Center Energy Conserv Proj) ser 2014 A dtd 11/01/2014 due
11/01/2024

Lang Term Rating AA-/Stable Affirmed
Rhode Island & Providence Plantations rev bnds
Long 111rm Rating AA-/Stable Affirmed
Rhode Island & Providence Plantations revbnds
Long Term Rating AA-/Stable Affirmed
Rhode Island & Providence Plantations rev bnds
Long Term Rating . AA-/Stable Affirmed
Rhode Island & Providence Plantations revbnds
Long Term Rating AA-/Stable Affirmed
Rhode Island & Providence Plantations rev bnds
Long Term Rating AA-/Stable Affirmed
Rhode Island & Providence Plantations COPs (ASSURED GIT)
UnenhancedRattng AA-(SPUR)/Stable Affirmed
Rhode Island & Providence Plantations GO_bnds cons cap dev loan (Federally T!!Xable) ser 2014 C due 11/01/2034
Long TermRating AA/Stable Affirmed
Rhode Island & Providence Plantations GO bnds cons cap dev loan (Tax Exempt) ser 2014 B due 11/01/2034
Long TermRating AA/Stable Affirmed
Rhode Island & Providence Plantations GO (AGM)
Unenhanced Rating AA{SPUR)/Stable Affirmed
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Ratings Detail (As Of July 16, 2015) (cont.)

Rhode Island & Providence Plantations GO (FGIC)

Unenhanced Rating AA(SPUR)/Stal>le Affirmed
Rhode Island & Providence Plantations (Energy Conservation Proj)

Long TermRating AA-/Stable Affirmed
Rhode Island & Providence Plantations (Info Technol Proj) (ASSURED GTY)

Unenhanced Rating AA,(SPUR)/Stable Affirmed

Rhode Island Convention Ctr.Auth fixed rate rev

Unenhanced Rating NR(SPUR) Affirmed

Rhode Island Convention Ctr Auth rev

Unenhanced Rating AA-(SPUR)/Stable Affirmed

Rhode Island & Providence Plantations Ise part certs (Shepard's Bldg) rfd& ser 2007F
Unenhanced Rating . AA-(SPUR)/Stable Affirmed

Rhode Island & Providence Plantations Ise part certs 2005 ser C (Training Sch Proj).
Unenhanced Rating AA-(SPUR)/Stable 'Affirmed

Rhode Island & Providence Plantations GO

Unenhanced Rating AA(SPUR)/Stable . Affirmed
Rhode Island Convention Ctr A.11th, Rhode Island
Rhode Island & Providence Plantations, Rhode Island
Rhode Island Convention Ctr Auth (Rhode Island & Providce Plantations) rev rfdjlbnds

Long TermRan-ng AA-/Stable Affirmed

Rhode Island Convention Ctr Auth (Rhode Island & Providence Plantations) ndg rev bnds (Rhode Island & Providence
Plantations) ser 2015 A due 05/15/20

Long TermRating AA-/Stable Affirmed
Rhode Island Convention Ctr Auth (Rhode Island & Proyjence Plantations) (ASSURED GTY)
UnenhancedRating AA-(SPUR)/Stable Affirmed

Rhode Island Econ Dev Corp, Rhode Island
Rhode Island & Providence Plantations, Rhode Island
Rhode Island Econ Dev Corp (Rhode Island & Providence Plantations)
Long TermRating AA-/Stable Affirmed

Rhode Island Econ Dev Corp (Rhode Island & Prowdence PIantatlons) taxable econ dev rev bnds (Fleet Financial Group Inc
Proj) ser 1997 dtd 11/25/1997 .

Long Term Rating AJ/Stable Affirmed

Rhode Island Econ Dev Corp (Rhode Island & Providence Plantatlons) var rate loan (Rhode Island I/< Provictence Plantatlons)
(I-195) due 03/25/2023

Long Term Rating AA-/Stable Affirmed

Rhode Island Econ Dev Corp (Rhode Island & Providence Plantations) (38 Studio Lie Proj) (AGM)
Unenhanced Raffng BBB(SPUR)/Stable Affirmed

Rhode Island Econ Dev Corp (Rhode Island & Providence Plantation) taxable econ dev rev (FMR Rhode Island Inc. Proj)
Long TermRating A/Stable Affirmed

Many issues are enhanced by bond insurance.
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New Issue: Moody's assigns Aa2 to Rhode Island's $150M GO refunding bonds;
outlook stable

Global Credit Research - 08 Jul2015
State has about $2B in net tax-supported debt outstanding

RHODE ISLAND (STATE OF)
State Governments (including Puerto Ricoand US Territories)

RI
Moody's Rating
ISSUE RATING
Consolidated Capital Development Loan of 2015, Refunding Series A Aa2
SaleAmount $150,000,000
Expected Sale Date 07/20/15
Rating Description General Obligation

Moody's OuUook STA

NEW YORK, July 08, 2015 -Moody's Investors Service has assigned a Aa2 rating to $150 million Rhode Island
General Obligation Bonds, Consolidated Capital Development Loan of 2015, Refunding Series A The bonds will
sellinanegotiated transaction on or about July 20, 2015.

SUMMARY RATING RATIONALE

Rhode Island's Aa2 ratingincorporates the state's strong financial management practices, including multi-year
financial planning, consensus revenueforecasting and consistent maintenance of reserves resulting inmodestly
posftive general fundbalances;anditsnarrow butimprovingliquidity. The rating alsoreflects an economy thathas
long lagged the nation's and isaccompanied by weak demographics; a history of reliance on non-recurring
resources toachieve budgetary balance;andhighrelativedebtand pension liabilities.

OUTLOOK

The stable outlook reflects the state's success inshoring up its finances through maintenance of adequate
available reserves, narrow but sufficient liquidity, stabilizing demographic and economic trends; and preparation for
the negative impacts onthe state's revenues ofgamingexpansion inMassachusetts.

WHAT COULD MAKE THE RATING GO UP
*Maintenance of stronger reserve levels

ssustained economic improvement at least inlinewith national average based onvarious metrics includingjob
growth

-Established track record of balancing budgets without significant one-time resources

WHAT COULD MAKE THE RATING GO DOWN

*Deterioration of state’s liquidity position accompanied by worsening reserve and balance sheet position
Rersistent economic weakness indicated by lack of employment recovery when the rest of the nation rebounds

Failure to approprtate funds to the state's fulfill moral obligation pledge



STRENGTHS

sinstitutionalized governance practices such as semi-annual consensus revenue estimating conferences and out
year budget planning

«consistent funding of budget reserve leads to adequate rainy day fund balances
-Positive tendsin liquidity management, eliminating need for shortterm borrowing in recentyears CHALLENGES

*Long.term economic underperforrnance with below-average long-term employment growth rates and very high
unemployment rates.

unresolved challenge t0 pension reforms, which has provided significant savings in recent years
*Above-average dependence on lottery and gaming revenues insaturated market

-Recent legislative controversy regarding the state's moral obligation to appropriate debt service payments for 38
Studios economic development bonds.

RECENT DEVELOPMENTS

Recent developments are incorporated in the detailed rating rationale.
DETAILED RATING RATIONALE

ECONOMY

Rhode Island Expansion Lags Nation

Rhode Island's small and narrow economy has generally underperformed the nationas well asits New England
neighbors for decades, as its manufacturing base eroded and the state has struggled to generate substitute
sources foreconomic growth. The continued sluggishmacroeconomic environment creates headwinds for the
state'seconomy. The economic picture ismixed, butthe state's economy sustainedjob growth incalendar 2014,
with employment growing 1.4%, compared to US growth of 1.9%. State employment averaged .53% greater in
January-May of2015than the same pertodayear ago, withthe heavy winter snowfall likely contributing to slower
growth.

Thestate alsogained populationin2014, although the gainwas only 0.2%. Calendar 2012 was the firstyear
population growth has beenrecordedforthe state since 2004.

The state's unemployment rate peaked at 11.3% (seasonally adjusted) in2009 and has fallent0 5.9% in May
2015, ranking 14th highestamongst the 50 states. The declineinthe state's unemployment rate inpartreflects the
contraction of Its labor force, suggesting growth indiscouraged workers aswell as the aging demographics ofthe
state.

The state's total personal income growth has also lagged the US over the longterm, although on a per capita
basis, personalincome inRhode Islandexceeds the US ($48,838 vs $46,129in2014). The state's high per capita
personal income reflects its aging population, among other factors. From 2010to 2013, total annual personal
income growth averaged 3.4% compared to the nation's 4% pace.

The May Revenue Estimating Conference forecast projects employment growth will softento 0.9% incalendar
2015andreach2%in2016. The unemployment rate is projectedtodecline gradually, falling from anaverage of
6.2%in2015t05.2% by 2019. Personal income is expected to grow 3.3% in2015 andfollow a simlartrajectory
asemployment, peakingin2016 before subsiding inthe lateryears oftheforecast pertod.

FINANCES AND LIQUIDITY

Rhode Island maintained positive available fund balances (unassigned balances plus reserves) throughout the
recentrecession. Fundbalances reached alowof 0.6% of revenues in2009 butexceeded 5%in2013and 2014.

Rhode Island's constitution requires the state to appropriate less than projected revenues, usingthe balance to
fund a budget reserve account (BRF). This requirement was strengthened by a 2006 constitutional change



increasingthe BRF capto 5% from 3% of revenues and loweringthe state's appropriation capto 97% from 98% of
revenues. lfthe BRF isfully funded, excess revenues flow into a capital account (RICAP). The constitutional
change alsorestrictedthe use ofthis fundto capital purposes. The state reports that based onthe enacted budget
the June 30, 2015 BRF balance is estimatedto be $184.9 million.

Fiscal 2015 Closes with Surplus

Onabudgetary basis, the state estimates Itsfiscal 2015total ending general fund balance at about $119million
after re-appropriations and deposits Intothe BRF. As inrecentyears, the surplus was greater than had been
anticipated inthe enacted budget. The state's recentrevenue forecasts have been conservative, resultingincash
surplusesthat Rhode Island hasusedto help balancethe subsequentyear's budget.

The enactedfiscal 2016 budgetof$3.55 billionincreases spendingabout 2.2%with aprojected ending surplus of
$463,6000. This slimprojected marginisconsistentwithrecentyears, whenactualending surpluses havebeen
significantly greater thanthe enacted budget projection. Budgetinitiativesinclude Medicaid reforms thatare
expected to save $70 million from baseline projections and $8.2 million inpersonnel and contract savings that
have notyet beenidentified. Debtservice savings of $64 million are programmed to benefit school construction
and economic development initiatives.

The enacted budgetimplemented anumber oftax changes, includingexempting social security incomeforcertain
retirees fromthe personal incometax, eliminating sales tax on energy sources tocommercial users, increasing
the cigaretie tax and adjusting lodgingtaxes to reflect changes inthe lodging market, among other Initiatives. Tax
revenues are projectedto decline 1.2%infiscal 2016, butincreases indepartmental receipts are expected to more
than offsetthe tax decline and the erosioninlottery and gaming revenues.

RI Prepares for Lottery Revenue Threat From Massachusetts Gaming Expansion

Rhode Island's budget s highly reliant on lottery and gaming revenues. The state expects that expanded gambling
inMassachusetts will reduce its lottery revenues beginninginfiscal 2016. A consultant's gaming revenue forecast
publishedinNovember 2014 formed the basis of state projections thatlottery receipts would drop from about $385
millioninfiscal 2015t0$246 millioninfiscal 2020. Theenacted budgetreflects alower2015baseline of $378
millionanda$48.9millionreductioninfiscal 2016 lottery revenues. The Massachusetts Gaming Commissionhas
awardedaslotparlorlicenseforafacility inPlainville, 20 miles from Twin River, although the newfacility is not
currently authorizedtohavetable games. Casinolicenseshave beenissuedfor projectsinSpringfieldand
Everett, MA,andtwofinalists havebeenidentified torunanother facility that may belocatedcloserto Rhode
Island and pose more of a threat to Its revenues.

Liquidity

The state’s liquidity positionison agenerally positive trend.The state has notissued cash flow notes since 2012
and has noplans todosoinfiscal 2016. This contrasts with the state's history of regular borrowing for cash flow
purposes: priorto 2013, the state issuedtax anticipation notes inall but 6 of 23 years.

Giventhat historically the needto issue cash notes was only relieved inyears of robust economic growth (the late
1990s andthe peak ofthe housing bubble), the recentliquidity improvement ina lackluster economy reflects the
rebuilding of reserves and better management.

DEBT AND PENSIONS

Rhode Island's debt burden has dropped considerably over the past 10years, although the state's debtratios
remainabove average. Inour 2015 Debt Medians, the state's total tax-supported debtwas $1.98 billion, ranking
12thhighestas a percentof personalincome (at4.2%). While still notably higherthan Moody's 2015 SO-state
median of 2.5%, Rhode Island's debt burden remains well belowthe near-9% level the state experienced inthe
earty 1990s. The long-runimprovementindebt ratios reflects deliberate debt reduction policies, increased pay-as-
you-go capital funding through RICAP, as well as gains inpersonal income. Most recently, the 2014 legislative
session created revenue streams for highway projects toexpand the pool ofresources for pay-as-you-go capita!
spending.

Debt Structure

Ofthe state's outstanding nettax-supported debt, approximately 36% isgeneral obligation debt. AImost$650
million, orathird, ofthe state's outstanding debtissecured by annual legislative appropriation and includes leases,
certificates of participation and a privately-placed bank loan ofabout $38million. The state has about $350 million



inhighway bonds, including GARVEESs backed byfederal highway grant payments and bonds backed by the
state's motor fuels tax. All of the state's debt isfixed rate debt.

Debt-Related Derivatives
Thestate hasnodebt-relatedderivatives.
Pensions and OPEB

InNovember 2011, the General Assembly passed legislation to overhaul the state's pension system. Rhode
Island's reported pensionfunded ratio (the ratio of the actuarial value of assets toactuarial accrued liabilities) had
beenconsistently low,averaging lessthan 60%throughoutthe lastdecade. The state's lowfunded ratio persisted
despttethe state annually contributingthe fullamountofitsactuarial required contribution. After changing certain
actuarialassumptions and methods inthe spring of 2011 and before enacting pension reform, the 2010 funded
ratio on an actuarial basis plummetedto less than 50% for both the state employees' and the teachers' systems
(forwhichthe state takes 40% responsibility), reflecting areported unfunded liability of $6.8 billion. The actuarial
valuation for fiscal 2013 reports funded ratios of 56.2% for the state employees planand 58.1%for the teacher's
plan.

Basedon2013data, we have calculatedthe state's adjusted netpension liability (ANPL) at $6.8 billion, or 114%o0f
state governmental revenues. Thisamountis greater thanthe 50-state median ANPL to revenues of 60.3% and
places Rhode Island 12thwhen the states are ranked by this metric. Our adjustments to reported state pension
dataincludeanassumed 13-yearduration of planliabiltties and amarket-baseddiscountratetovaluetheliabiltties,
rather than the long-term investment return used in reported figures. Our adjusted liability amounts currently
excludethe state's two smaller plans, for legislators andjudges.

Rhode Island's reform created a hybrid defined benefit and defined contribution system, suspended automatic cost
of living increases, and made other changes to eligibility rules. The changes significantly reduced the state's
unfunded liability and its annual required contribution.

The state and plaintiffs have settled the ensuring legal actions, solidifying significant savingstothe state fromthe
reforms.

OPEB Reforms Reduce Liability

Rhode Island's unfunded liabilty for other post employment benefit costs (OPEB) isestimated at approximately
$714millionasof June 30,2014. The unfundedliabilityis comprised primarily of $597 millionfor state employees
and $61millionfor state police. This represents asubstantial reductionin OPEB liability since the June 30,2011
valuationof $917million, reflectingthe impactofshiftingMedicare-eligible retireesto Medicare exchanges. The
state pays contributions based on Medicare Plan Fratesto retirees' HRA accounts to purchase insurance. The
state beganfunding OPEB on an actuarial basis infiscalyear 2011.The fiscal 2015 OPEB ARC payment forthe
stateandother participatingemployersisamanageable $57 million, lessthan2%ofrevenues.

GOVERNANCE

Weconsider Rhode Island’s governance and financial managementtobe strong. The state follows aconsensus
revenue forecasting process, prepares multi-year spendingand revenue forecasts, appropriates lessthan Its
expected revenue as acushion, and isnot subject to spending and revenue limitations or voter initiatives that can
reduce flexibility.

KEY STATISTICS

Percapttaincomerelativeto U.S.average: 105.5%

Industrial diversity (1=most diverse): 0.75

Employment volatility (U.S.=100): 94

Available balances as % of operatingrevenue (5-yr. avg.): 3.9%
NTSD/total governmental revenue: 36.4%

3-year avg. adjusted net pension liability/total governmental revenue: 93.8%



OBLIGOR PROFILE

Rhode Islandis a small state with a population ofjust 1.05million, the 43rd smallest. The economy is
commensurately small, with total personal income of about $51.5 billion, also ranking 43rd nationally.

LEGAL SECURITY
The bonds are ageneral obligation of the state, backed by a pledge of the state's full faith and credit.
USE OF PROCEEDS

Proceedsofthe bondsalewillbe usedtorefundcertainoutstandinggeneral obligation bonds.

PRINCIPAL METHODOLOGY

Theprincipalmethodology usedinthisratingwas US States Rating Methodology publishedinApril 2013. Please
seethe Credit Policy page onwww.moodys.comfor acopy of this methodology.

REGULATORY DISCLOSURES

Forratingsissuedonaprogram, series or category/class of debt, thisannouncement provides certain regulatory
disclosures inrelation to each rating of asubsequently issued bond or note ofthe same series or category/class
of debtor pursuantto aprogramforwhich the ratings are derived exclusively from existing ratings inaccordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures inrelation tothe rating action onthe support provider and inrelationto each particular rating
actionforsecurities thatderive their creditratings fromthe support provider's creditrating. For provisional ratings,
thisannouncement provides certainregulatory disclosures inrelationto the provisional rating assigned, and in
relationtoadefinitive rating that may be assigned subsequent tothe finalissuance ofthe debt, ineach case where
thetransaction structure and terms have not changed prior to the assignment of the definitive rating ina manner
thatwould have affectedtherating. Forfurther information please seethe ratingstab onthe issuer/entity page for
the respective issuer on www.moodys.com.

Thefollowing information supplements Disclosure 10('Information Relatingto Conflicts of Interestasrequired by
Paragraph (a)(1)(ii)(J) of SEC Rule 17g-7") in the regulatory disclosures made at the ratings tab on the
issuer/entity page on www.moodys.com for each creditrating:

Moody's was not paid for services other than determining a credit rating hthe most recently ended fiscal year by
the person that paid Moody's to determine this credit rating.

Regulatory disclosures contained inthis press release apply tothe creditratingand, ifapplicable, therelated rating
outlook or rating review.

Please see www.moodys.comfor any updates on changes tothe lead rating analyst andto the Moody's legal
entity thathas issuedthe rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for addttional regulatory disclosures for
each credit rating.
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Marcia Van Wagner

Lead Analyst

Public Finance Group
Moody's Investors Service

Anne Cosgrove

Additional Contact

Public Finance Group
Moody's Investors Service
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Journalists: (212) 553-0376
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consequently, the rated obligation will not qualify for certain types oftreatment under U.S.laws. MJKK and MSFJ
are creditratingagencies registered with the Japan Financial Services Agency andtheir registration numbers are
FSACommissioner (Ratings) No.2and 3respectively.

MJIKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and
municipalbonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as
applicable) have, priortoassignment of any rating, agreed to pay to MJIKK or MSFJ (as applicable) for appraisal
and reting services rendered by itfees ranging from JPY200,000 to approximately JPY350,000,000.

MJIKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.
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FitchRatings

Fitch Rates Rhode Island's $146MM GOs 'AA"; Outlook Stable

Fitch Ratings-New York-09 July 2015: Fitch Ratings assigns an 'AA' rating to the State of Rhode Island
and Providence Plantations $145.725 million general obligation (GO) bonds, consolidated capital
development loan of 2015, refunding series A.

The bonds are expected to sell via negotiation on or about the week of July 20, 2015.

The Rating Outlook is Stable.

SECURITY

The state's GO bonds are backed by a pledge of the state's full faith and credit.

KEY RATING DRIVERS

STRONG FISCAL MANAGEMENT: The state's financial operations are conservatively managed and the
state acts proactively to close budget gaps. A constitutionally mandated limit on budget appropriations to
97% of estimated revenue and 5% budget reserve contribute to fiscal stability.

FINANCIAL PERFORMANCE STABILIZED: Following a period of persistent weakening during the
recession, the state's fiscal performance has steadily recovered. Infiscal 2014, tax revenues grew for
the fifth consecutive year and Rhode Island also ended the year with a fifth consecutive general revenue
operating surplus. Fitch anticipates final fiscal 2015 results will continue this trend.

MODERATED LIABILITY POSITION: The state's debt position has moderated, with more disciplined debt
issuance policies and cash-funding of capital projects. While the state's combined burden of debt and
unfunded pension liabilities is well above average, comprehensive 2011 pension reform significantly
reduced the unfunded liability and lowered annual required contributions. Recent settlement of pension

litigation preserves the vast majory of the savings and removes uncertainty.

LAGGING ECONOMIC INDICES: Rhode Island's economic performance continues to trail national trends
with slower jobs growth and a relatively high unemployment rate. The state's economic decline was
among the worst of the states during the downturn and the pace of recovery has lagged. Fitch
anticipates continued below-average economic growth.
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RATING SENSITIVITIES

FUNDAMENTAL CHARACTERISTICS: The rating issensitive to changes inthe state's fundamental
credit characteristics, particularly its fiscal discipline.

MORAL OBLIGATION COMMITMENT: The fiscal 2016 budget includes an appropriation for state moral
obligation debt previously issued for a now-bankrupt video game company. This is the third consecutive
enacted budget including the debt service appropriation. Rhode Island's GO rating incorporates Fitch's
expectation that the state will sustain its full support of these bonds through final maturity. Failure to
meet that commitment going forward would exert negative rating pressure.

CREDIT PROFILE

The state's 'AA' GO bond rating is based on conservative fiscal management, stable financial
performance, and a manageable debt position, offset by below-average economic growth. A deep
recession and fragile recovery severely strained the state's financial position. But since fiscal 2011,
Rhode Island's general revenue taxes have increased every year, allowing the state to add to its rainy
day fund and meet a higher statutory requirement. Fiscal 2014 results and the May 2015 revenue
update indicate continued growth. Rhode Island's enacted fiscal 2015 budget includes maintenance of
the rainy day fund at the statutory 5% of revenues, which the governor's fiscal 2016 executive budget
continues. While Fitch anticipates modest revenue growth, Rhode Island’'s budget outlook assumes
manageable structural gaps inthe current and future years that will require continued fiscal discipline.

Rhode Island's fiscal 2016 enacted budget relies on $64.5 million in savings from this GO refunding
transaction to support one-time expenditures for economic development initiatives and a one-time
allocation to support K-12 school construction. The transaction shifts debt service to the out-years to
generate savings this year and next, but does not extend final maturity of the refunded bonds and results
in net present value savings.

SLUGGISH ECONOMIC PERFORMANCE

Current economic indicators point to an economy that will be very slow to recapture employment lost in
the recession. Rhode Island's peak-to-trough nonfarm employment losses during the recession of 8%
exceeded the national decline of 6.3%. The state's employment recovery has been weak as well.
Through May 2015, Rhode Island had regained just 72.4% of the lost jobs, ranking 40th amongst states.
National employment exceeded its pre-recession peak one year ago.

In recent months, the state's pace of jobs growth has proved relatively volatile with a high of 1.8% year-

over-year (yoy) inMay 2014 versus a low of 0.6% in November 2014. The three-month moving average
indicates a modestly widening gap with the national trend - in May 2015, Rhode Island's three-month

average yoy growth was 1.1% versus the national rate of 2.2%, while one year earlier the gapwas 1.5%
for Rhode Island versus 1.8%for the U.S. The gap between Rhode Island's andthe nation's
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unemployment rate has slightly narrowed. Rhode Island's May 2015 unemployment rate of 5.9%
improved notably from 7.9% the prior year, and is now 107% of the national level versus 125% in May
2014.

The state's consensus economic forecast (last updated in May 2015) calls for modest employment
growth of 1% for fiscal 2015, with the recovery improving modestly in fiscal 2016 (1.5% employment
growth). The fiscal 2015 and 2016 estimates are down from the May 2014 estimates of 1.4% and 2.4%,
respectively. Fitch anticipates the state's growth will remain below national levels over at least the
medium term, particularly given its weaker demographic profile of very slow population growth and a
slightly older population.

IMPROVED FINANCIAL POSITION

Despite the weak economic performance, general revenues increased for the fifth consecutive year in
fiscal 2014 with continued growth estimated for fiscal 2015, signaling a modest but continuing fiscal
recovery and allowing Rhode Island to maintain its budget reserve at the full 5% requirement of general
revenues (estimated $185 million at June 30, 2015). Fiscal 2014 ended with ageneral revenue fund free
surplus of $67.8 million (inclusive of all transfers and adjustments). Revenue from the personal income
tax (PIT; 32.5% of general revenues) increased 2.7% yoy, while sales tax revenue (26.7% of general
revenues) increased 4.2%. The PIT growth came despite the lingering effects of income acceleration in
the prior year which held back PIT growth in other states. Overall, general revenue fund (GRF) tax
revenues increased 3.7% and total GRF revenues increased 3.2% yoy, essentially in line with the final
forecast. The $3.4 billion intotal revenues was the firsttime GRF revenues exceeded the pre-recession
peak.

Fitch anticipates continued revenue growth infiscal 2015 with continued full funding of the statutory
reserve. The enacted fiscal 2015 budget, using the May 2014 revenue estimating conference (REC)
forecast, relied on 2.2% GRF tax revenues (and 1.7%total GRF revenues) growth. The May 2015 REC
forecast for fiscal 2015 isfor more robust growth of 7.2% on GRF tax revenues and 5.4% on total GRF
revenues. The revised projection of a $118.6 million GRF free surplus isa substantial improvement from
the $575 thousand inthe enacted budget.

For fiscal 2015, the estimated surplus islargely attributable to strong revenue over-performance in
personal income and businesstaxes that the state prudently characterizes as largely non-recurring. PIT
estimates inthe May 2015 REC forecast are up $59.1 million versus the November 2014 estimate and
$69.7 million from the enacted budget. REC analysis indicates the bulk of the gain is in capital gains
related collections sothe forecast does notassume similar growth infiscal 2016. Business taxes, which
are historically volatile, accounted for $46.4 million of the $108.4 million improvement infiscal 2015 tax
revenues per the May 2015 REC forecast versus the November 2014 forecast. The revenue gains
allowed the state to address fiscal pressures including $20 million in unanticipated Medicaid costs and

$25 million for employee contract raises which the enacted budget did not account for.
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ENACTED BUDGET INCLUDES MEDICAID CHANGES
The fiscal 2016 enacted budget addresses a $190.4 million current services gap, which issomewhat
higher than in recent years, primarily through expenditure reductions and use ofthe fiscal 2015 ending
balance, partially offset with tax structure changes. The most significant expenditure reductions ($70
million) are in Medicaid via the Governor's Reinventing Medicaid Act. InFebruary, the governor created
anindependent commission with representatives from the healthcare industry, unions, advocacy groups,
and the legislature to develop proposals to address Medicaid spending and health outcomes. The
legislature largely adopted the commission's recommendations for the fiscal 2016 budget. As with many
states, Medicaid isa key cost driver and the state's efforts to control costs will be a factor in future
budgetary flexibility. Revenue changes inthe fiscal 2016 budget are relatively modest, totaling an
estimated $35 million in net declines; $24 million is attributable to the elimination of sales and use tax
levies on utility services for commercial users.

Rhode Island's multiyear budget outlook shows challenges, but structural budgetary protections mitigate
associated risks. In February the governor forecast current services general revenue fund deficits of
$75.2 million and $211.8 million infiscal years 2017 and 2018, based on the enactment of the executive
budget proposals. Inaddition to lackluster economic growth, a key driver of the shortfalls isa reduction in
lottery and gaming-related revenues due to the anticipated opening of gaming facilities in adjacent
southeastern Massachusetts. The constitutional funding formula that calculates contributions to the
budget reserve account (capped at 5% of general revenues) limits annual appropriations to 97% of
estimated revenues, providing an important fiscal cushion. With the rainy day fund at its statutory cap,
excess revenuesflowto a capital projects fund, thereby reducing debt issuance.

ABOVE-AVERAGE, BUT STABILIZED LIABILITIES

Pension reforms of 2011 mitigated the ongoing credit pressure from the state's long-term liability levels,
which Fitch now views as manageable for the state. Recent settlement of litigation regarding these, and
earlier, pension changes preserves nearly all of the savings and removes a negative credit risk. The
state's debt ratios are moderate, with net tax-supported debt of $2.1 billion equal to 4.3% of 2013
personal income. This isdown from 5.3% of personal income at the end of fiscal 2009. The state
continuesto moderate debt levelsthrough increased cash funding of capital projects. In November 2014,
voters approved several GO bond referenda previously approved by the legislature, authorizing $248
million in additional GO bonds inthe next several years. InFitch's view, the state retains sufficient debt
capacity for this additional projected issuance.

On a combined basis, the burden of the state's net tax-supported debt and Fitch-adjusted unfunded
pension obligations equals 11% of personal income, well above the median of 6.1% for U.S. states (as
reported in Fitch's 2014 pension update). The calculations include 100% of the liability for state
employees inthe employees' retirement system (ERS), 40% of the teachers' liability in ERS (the state
share), and 100% of the liability for the judicial retirement benefit trusts and the state police retirement
benefits trust. The ERS liabilities encompass over 97% ofthe unfunded liabilities attributed to the state
by Fitch.
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Prior to significant recent reforms, the state's liability position was characterized by notably low funding
levels {48.4% for ERS as of June 30, 2010) and high unfunded liabilities. The state undertook two rounds
of pension reform in2011; inthe first round, the state made a variety of adjustments, including reducing
the return assumption to 7.5% from 8.25%, reducing the rate of inflation, and increasing the life
expectancy of retirees, which raised the state's unfunded actuarial accrued liability (UAAL).

In late 2011, a second round of reform (Rhode Island Retirement Security Act, or RIRSA) included
establishing a hybrid defined benefit-defined contribution system and making future cost-of-living
adjustments (COLASs) contingent on investment performance and the funded level of the plan. For fiscal
2014, the state reported system-wide funded ratios for the state employees' and teachers' portion of
ERS of 57.4% and 59.6%, respectively. Underthe new GASB 67 reporting standard, the system-wide
ratios of pension assets to liabilities for the slate employees' and teachers' portion of ERS are 58.6% and
61.4%, atthe end offiscal 2014. Under current actuarial assumptions, the state's actuary projects ERS
to reach full funding in 2035.

Earlier this spring, the state reached a settlement agreement with unions challenging RIRSA and other
recently enacted pension reforms that preserved 92% of the savings (based on an actuarial analysis
provided by the state). By resolving the litigation on favorable terms, Rhode Island addressed a key
downside credit risk. The state's actuary estimates the settlement will increase annual state contributions
modestly, beginning with a $17.2 million increase infiscal 2017. Under the settlement, the reported June
30,2014 UAAL for all affected plans (including those for local governments) increases by a modest $290
million, or6.3%.

EXPECTATION OF COMMITMENT TO MORAL OBLIGATION

The state's willingness to continue paying debt service on bonds issued in 2010, with a moral obligation
commitment from the state, on behalf of a now bankrupt video game company are an important credit
consideration for Fitch. While there has been significant public debate about the state's commitment, the
fiscal 2014 and 2015 enacted budgets included the full debt service appropriations. The fiscal 2016
enacted budget also includes a full appropriation for expected debt service needs. AS in prior years, the
final appropriation will be net of any proceeds the bond trustee receives from related litigation.

Failure to fully appropriate for debt service on moral obligation bonds that were originally issued by a
state agency would lead Fitch to reassess the state's commitment to bondholders and likely trigger
negative rating action on the state's GO and appropriation-backed debt ratings. Consistent with Fitch's
criteria for moral obligation pledges, Fitch does not anticipate moving those ratings below investment-
grade as these moral obligation bonds were a project-specific commitment with limited direct state
involvement in the company.

UNINTENTIONAL LATE COPS SINKING FUND PAYMENT NOT A CREDIT CONCERN
In April, the state unintentionally missed a $1.2 million required sinking fund principal payment on 2009
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certificates of participation (COPSs) issued for construction of a new School for the Deaf. Fitch does not
view the missed payment as a credit concern as it reflects a minor administrative issue and does not
indicate any diminished state commitment to the project or any fiscal stress. Rhode Island's fiscal 2015
budget included the required appropriation, but the trustee's invoice request for payment on related
bonds did not include the sinking fund payment for the 2009 COPs. The state discovered the oversight
during its year-end financial close-out process and began the payment process immediately.

Contact:

Primary Analyst

Eric Kim

Director
+1-212-908-0241
Fitch Ratings, Inc.
33 Whitehall Street
New York, NY 10004

Secondary Analyst
Marcy Block
Senior Director
+1-212-908-0239

Committee Chairperson
Laura Porter

Managing Director
+1-212-908-0575

Media Relations: Sandro Scenga, New York, Tel: +1 212-908-0278, Email:
sandro.scenga@fitchratings.com.

Additional information is available at ‘www.fitchratings.com'.

In addition to the source of information identified in the Tax-Supported Rating Criteria, this action was

additionally informed by information from IHS.

Applicable Criteria

Tax-Supported Rating Criteria (pub. 14 Aug 2012)
(https:/Iwww.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=686015)
U.S. State Government Tax-Supported Rating Criteria (pub. 14Aug 2012)
(https:/lwww.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=686033)
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Additional Disclosures

Solicitation Status (https:l/www.fitchratings.com/gws/en/disclosure/solicitation?pr_id=987678)
Endorsement Policy (https:llwww.fitchrati ngs.com/jsp/creditdeskl PolicyRegulation.faces?
context=2&detai 1I=31)

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS.
PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP:IIFITCHRATINGS.COM/UNDER STANDINGCREDITRATINGS
(http:lifitchratings.com/understandi ngcreditratings). IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
'WWW.FITCHRATI NGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE
AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY,
CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES
AND PROCEDURESARE ALSO AVAILABLE FROM THE'CODE OF CONDUCT'SECTIONOF THIS
SITE.FITCHMAYHAVEPROVIDEDANOTHER PERMISSIBLE SERVICETOTHERATEDENTITYOR
ITSRELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGSFORWHICHTHE LEAD
ANALYST ISBASED INAN EU-REGISTERED ENTITY CAN BEFOUND ONTHE ENTITY SUMMARY
PAGE FORTHISISSUER ONTHEFITCHWEBSITE.

ENDORSEMENT POLICY - Fitch's approach to ratings endorsement so that ratings produced outside
the EU may be used by regulated entities within the EU for regulatory purposes, pursuant to the terms of
the EU Regulation with respect to credit rating agencies, can be found on the EU Regulatory Disclosures
(https:llwww fitchratings.com/regulatory) page. The endorsement status of all International ratings is
provided within the entity summary page for each rated entity and inthe transaction detail pages for all
structured finance transactions on the Fitch website. These disclosures are updated on a daily basis.

https;/twww fitchraUrgs.com/sitetfitch-home/pressrelease?id=987678 7


http://www.fitchraurgs.com/sitetfitch-home/pressrelease?id=987678
http://www.fitchrati/
http://www.fitchratings.com/regulatory)

EXHIBIT E

Other PFMB Documentation;
Section 42- 10.1-8 Comprehensive

Review



Table of Contents
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No other documents were reported.



Public Finance Management Board
FY 2015 Activity

FY 2015

10.067.1910994 Revenues (1) $ 87.647
10.067.1910104 Expenditures (2)

Personnel $ 97,733

Annual Retainer for F.A. $ 25,000

Legal $ 6,095

Banking and Debt Mng Fees $ 5,098

All other Operating $ 17

Total Expenditures $ 133,943

() Revenues are derived from a 1/40th of 1% fee on
debt issuances and deposited to a departmental
revenue account in the general fund. The revenues
become available for use by the State for any

activity it deems appropriate.

@ Expenditurestothe program are independent of

revenues collected, and are instead appropriated
annually, in amounts required for operations.

Prepared by Office of the General Treasurer 9/19/2016



Public Finance Management Board
Notice of Meeting

The next meeting of the Public Finance Management Board has been scheduled for

Thursday, December 4, 2014 at 9:00 a.m. in Room 205, on the second floor of the State House,
Providence, Rhode Island.

Agenda

1. Call toOrder
2. Membership Roll Call
3. Approval of Minutes of Meeting held December 5, 2013*
Note: meetings of 3/20/14, 6/19/14 & 9/18/14 were cancelled due to lack of any
volume cap applications
4. New Request for Approval *
= RI Student Loan Authority — Allocation of portion of residual
volume cap and allow carry forward of same amount $100,000,000
» RIHMFC - Allocation of a portion of residual volume cap, and
allow carry forward of the same amount $196,825,000

5. Other Business

* Board Members will be asked to vote on this item

Posted on Tuesday, December 2, 2014



STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
PUBLIC FINANCE MANAGEMENT BOARD
MEETING OF BOARD MEMBERS
December 4, 2014

A meeting of the members of the Public Finance Management Board ("PFMB") was held on Thursday,
December 4, 2014 at 9:05 a.m. in Room 205, State House, Providence, Rhode Island pursuant to duly
posted public notice of the meeting and notice duly given to all members.

Membership Roll Call:
The Honorable Gina M. Raimondo, General Treasurer and Chair —not present
Mr. Steven Filippi, Public Member
Mr. Thomas M. Bruce, lll, Public Member -not present
Stephen Hartford, Director, Department of Administration
Mr. Robert A. Mancini, Public Member -not present
Mr. W. Lincoln Mossop, Public Member —not present
Mr. Edward F. Yazbak, Public Member
Mr. Christopher Feisthamel, Designee for Treasurer Raimondo

The following Staff members were present: Mr. Eugene Bernardo, Esq., Legal Counsel from Partridge
Snow & Hahn LLP, and other members of the Treasurer's Staff. Also present were: Richard Hallley and
Kara Lachapelle from the Rhode Island Housing and Mortgage Finance Corporation ("RIHMFC") and
Charlie Kelley and Noel Simpson from the Rhode Island Student Loan Association ("RISLA"). There
being a quorum, the meeting was called to order at 9:05 a.m.

Mr. Feisthamel moved to the first agenda item:
Consideration to approve the Public Finance Management Board Minutes. Mr. Hartford moved; Mr.
Filippi seconded a motion. The following motion was passed by these members who voted in favor: Mr.
Filippi, Mr. Hartford, Mr. Yazbak, and Mr. Feisthamel.

VOTED: To approve the Minutes of the December 5, 2013 PFMB Regular Meeting.

Mr. Feisthamel moved on to the next agenda item:
Consideration to approve an allocation of volume cap to RISLA. Mr. Yazbak moved; Mr. Hartford
seconded a motion. The following motion was passed by these members who voted in favor: Mr. Filippi,
Mr. Hartford, Mr. Yazbak, and Mr. Feisthamel.

VOTED: To approve an allocation of volume cap in the amount of $100,000,000 to the
Rhode Island Student Loan Authority (RISLA); and to allow that allocation to be carried
forward and that the Board's legal counsel be directed to file the necessary tax forms with the
Internal Revenue Service (IRS) in connection therewith.

Mr. Feisthamel moved on to the next agenda item:
Consideration to approve an allocation of volume cap to RIHMFEC. Mr. Hartford moved; Mr.
Yazhak seconded a motion. The following motion was passed by these members who voted in favor:
Mr. Filippi, Mr. Hartford, Mr. Yazbak, and Mr. Feisthamel.

VOTED: To approve an allocation of volume cap in the amount of $196,825,000 to the
Rhode Island Housing and Mortgage Finance Corporation (RIHMFC); and to allow that
allocation to be carried forward and that the Board's legal counsel be directed to file the
necessary tax forms with the Internal Revenue Service (IRS) in connection therewith.




Other Business. Mr. Feisthamel opened the floor to other business. There being none, Mr. Feisthamel
entertained a motion to adjourn the meeting.

Mr. Yazbak moved, Mr. Hartford seconded and the following motion was passed. The following
members voted in favor: Mr. Filippi, Mr. Hartford, Mr. Yazbak, and Mr. Feisthamel.
VOTED: To adjourn the meeting.

There being no further business, the meeting adjourned at 9:25 a.m.

Respectfully submitted,

Gina M. Raimondo
General Treasurer



Public Finance Management Board
Regular Meeting Minutes
Thursday, December 3, 2015
9:00 a.m.

Room 205, State House

A meeting of the members of the Public Finance Management Board ("PFMB™) was held on
Thursday, December 3, 2015 at 9:05 a.m. in Room 205, State House, Providence, Rhode Island, pursuant to
duly posted public notice of the meeting and notice duly provided to all members.

Roll Call ofMembers

The following members were present:
The Honorable Seth Magaziner, General Treasurer and Chair
Mr. Shawn Brown, Public Member
Mr. Michael DiBiase, Director, Department of Administration
Mr. Robert A. Mancini, Public Member
Mr. Joseph Reddish, Public Member

Also in attendance: Mr. Eugene Bernardo, Esq., Legal Counsel from Partridge Snow & Hahn LLP, Mr.
Jeffrey Padwa, General Counsel of the General Treasurer's Office, and other members of the Treasurer's
Staff; Barbara Fields, Richard Hartley and Kara Lachapelle from the Rhode Island Housing and Mortgage
Finance Corporation ("RIHMFC"); and Charlie Kelley and Noel Simpson from the Rhode Island Student
Loan Association ("RISLA").

There being a quorum, the meeting was called to order at 9:05 a.m.

Approval of Minutes

Mr. Magaziner moved to the first agenda item:

Consideration to approve the Public Finance Management Board Minutes. Mr. Mancini moved; Mr. Brown
seconded a motion. The following motion was passed by these members who voted in favor: Mr. Magaziner,
Mr. Brown, Mr. DiBiase, Mr. Mancini and Mr. Reddish.

VOTED: To approve the draft of the Minutes of the December 4, 2014 PFMB Regular Meeting.

New Request for Approval

Mr. Magaziner moved on to the next agenda item:
Consideration to approve an allocation of volume cap to RISLA. Mr. Charles Kelley, Executive Director
of RISLA, presented RISLA's application and discussed, among other items, the Authority's debt issuance
history and its upcoming plans, its historical ability to carryforward volume cap issuance, the student loan
marketplace, low default rates and the occasion for RISLA to provide refinancing opportunities to existing
student loan debtors. Mr. DiBiase moved; Mr. Mancini seconded a motion. The following motion was
passed by these members who voted in favor: Mr. Magaziner, Mr. Brown, Mr. DiBiase, Mr. Mancini and
Mr. Reddish.

VOTED: To approve an allocation of volume cap in the amount of $60,000,000 to the Rhode
Island Student Loan Authority (RISLA); and to allow that allocation to be carried forward and that

December 3, 2015




the Board's legal counsel be directed to file the necessary tax forms with the Internal Revenue Service
(IRS) in connection therewith.

Mr. Magaziner moved on to the next agenda item:
Consideration to approve an allocation of volume cap to RIHMFC. Ms. Kara LaChapelle, Director of
Finance and Technology of RIHMFC, joined by Ms. Barbara Fields and Mr. Richard Hartley, presented
RIHMFC's application and discussed, among other items, the Corporation's debt issuance history and its
upcoming debt issuance plans, its historical ability to carryforward volume cap issuance, the increased
demand for single and multi-family loans. Mr. Reddish moved; Mr. Brown seconded a motion. The
following motion was passed by these members who voted in favor: Mr. Magaziner, Mr. Brown, Mr.
DiBiase, Mr. Mancini and Mr. Reddish.

VOTED: To approve an allocation of volume cap in the amount of $241,515,000 to the Rhode
Island Housing and Mortgage Finance Corporation (RIHMFC); and to allow that allocation to be
carried forward and that the Board's legal counsel be directed to file the necessary tax forms with the
Internal Revenue Service (IRS) in connection therewith.

Discussion of State Debt Practices
Members discussed the role that PFMB would assume as part of the Treasurer's recommendations for
overhauling public debt management and oversight, and specifically the scope of the study that the Treasurer
has recommended of the state's debt management practices to be conducted by the state's new financial
advisor, Public Resources Advisory Group ("PRAG"). Member Robert Mancini, president of the Rhode
Island Society of Certified Public Accountants, offered his organization's pro bono assistance with debt
analysis. All members voiced their agreement that the study should be done; to meet again in January after
Treasury works with PRAG, the Society of CPAs, and others to design the scope of the study; and that the
PFMB will meet more frequently moving forward.

Statutory Required Training of New Members

Mr. Jeffrey Padwa explained that state law requires that members of the PFMB board are required to be
trained within six months of appointment on statutory provisions, regulations, the Code of Ethics, the Access
to Public Records Act and the Open Meeting Act. He reviewed the PFMB statute and regulations with the
members. The Open Meetings Act, APRA and the Open Meetings Act were reviewed and it was explained
how they apply to PFMB and its board members. He went on to review the code of ethics and members'
responsibilities. Mr. Padwa added that trainings are offered by the Attorney General's office, if members are
interested.

Mr. Magaziner opened the floor to other business. There being none, Mr. Magaziner entertained a motion to

adjourn the meeting. Mr. DiBiase moved, Mr. Mancini seconded and the following motion was passed. The

following members voted in favor: Mr. Magaziner, Mr. Brown, Mr. DiBiase, Mr. Mancini and Mr. Reddish.
VOTED: To adjourn the meeting.

There being no further business, the meeting adjourned at 10: 1 O a.m.

Respectfully submitted,

Seth Magaziner,
General Treasurer
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