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Introduction

The Capital Budget document contains
information relating to Governor Carcieri's
recommended capital budget for FY 2008 and
the capital improvement plan for the planning
horizon encompassing FY 2008 through FY
2012. The Capital Budget addresses the
Governor’s desire to develop “Pathways to
Prosperity” which will lead the State of Rhode
Island to a more vibrant and competitive
economic position. This capital plan addresses
the Governor's desire to create pathways to
economic prosperity by developing the
infrastructure that will lead to better educational
facilities, better jobs, and a high quality of life
for Rhode Islanders. By targeting resources
provided by general obligation bonds, long-term
leases, and pay-as-you-go capital funds, the
Governor’s plan attempts to build these
pathways.

The recommended capital improvement plan
reflects state expenditures from all sources of
funds. Approximately 17.4 percent of the FY
2008 recommended expenditures will be funded
from state general obligation bond proceeds; the
remaining 82.6 percent will be funded from
federal grants, restricted revenues, and other
sources. Approximately 20.6 percent of total
expenditures are for Natural Resource purposes
and 56.6 percent for Transportation purposes.

Charting the course to achieve the State’s
economic development and asset protection
goals requires a careful balance of capital needs
with affordability. Continued pursuit of the
overall debt policy is an important ingredient in
formulation of the capital recommendations.
Debt ratios will continue to improve through the
prudent management of the recommended debt
issuance. Debt as a percent of personal income is
estimated to decline from 3.8 percent at the end
of FY 2007, to 3.26 percent in FY 2012.

The State is faced with the challenge of providing
funds for continued preservation of the State’s
infrastructure, while addressing  structural
operating budget deficits. The Governor believes
that significant progress in addressing this
challenge can be made with a one-time dedication

of resources. The Governor recommends that the
Tobacco Settlement Financing Corporation
(TSFC) execute another bond transaction that
would securitize the residual payments due to the
TSFC upon the retirement of the Series 2002A
and Series 2002B Tobacco Settlement Asset
Backed Bonds. Under the terms of the June 2002
tobacco securitization, the TSFC was required to
“turbo” the principal and interest payments it
made. The effect of this “turbo” provision was to
accelerate the retirement of the original bonds to
possibly as early as 2023 or 2024 at which time
the residual tobacco settlement receipts would
revert back to the State. The debt the TSFC
incurs from this transaction would not be
considered an obligation of the State. Currently
market conditions for the issuance of such
securities are favorable despite the fact that
significant litigation risk and unpredictable
consumption risk are still present and could
negatively impact the revenue flow that supports
the bonds.

Such a transaction is expected to yield between
$160-180 million, and the Governor recommends
that 100% of the proceeds be used for capital
purposes. The budget assumes that $160.0 million
will be received. The Governor proposes that
$20.0 million be received in the current year and
assigned to fund capital projects in the RI Capital
Fund from December 2006 to June 30 2007. In
FY2008, $72.5 million will be transferred from
the Tobacco Settlement Trust Fund to the RI
Capital Fund to ensure that projects continue in
FY2008. The Governor recommends that the
remainder of the proceeds, an additional $67.5
million, be reserved for allocation to
transportation related projects, including, road
resurfacing, bridges, mass transit and providing
funds to match federal highway dollars. Since the
federal government has not disclosed the actual
amount which will be available, this allocation
will occur in conjunction with the General
Assembly when better information is available.

Under the Governor’s plan, over $322.5 million
will be dedicated from the Rhode Island Capital
Fund over the next five years to infrastructure
needs. Due to a constitutional amendment
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approved by the voters in the November 2006
election, RICAP funding can only be used for
capital projects beginning in FY 2008. In prior
years, RICAP funds could also be used for debt
service and to reduce outstanding debt.

To build wupon the

. Investing in
technology initiatives the Euture-
approved by the General )

Innovative

Assembly, which he
proposed  during the Technoloav
2006 Session, the Governor proposes that the
State purchase a new facility to serve as the
State’s computer center and relocate employees
from both the Johnston computer facility and the
Division of Information Technology (DolT)
employees  from  the  Department  of
Administration building. The current Johnston
Data Center has a multitude of documented
deficiencies, including failure to meet numerous
standards and severe inefficiencies in various
building codes. The existing facility is not
compliant with many state and federal health
and safety regulations, and has repeatedly
received highly critical reports from the State
Auditor General. Acquisition of an existing
structure that meets all of the best practice
specifications of data centers, network
operations, service desk, and other application
support functions would be in the best interest of
Rhode Island state government. Project costs
associated with the acquisition of a new facility
and moving the Johnston Data Center and other
related information technology functions are
estimated to be $9.05 million.

The Governor proposes that the Economic
Development Corporation (EDC) encourage the
creation of a border-to-border, wireless
broadband network through the provision of a
state guarantee on EDC debt issued to finance
the effort. RI-WINs is a project of the Business
Innovation Factory to make Rhode Island the
first state in the country with a border-to-border
broadband wireless network. RI-WINs is the
only wireless effort, public or private,
committed to building a statewide network to
promote innovation and support economic
development in every Rhode Island community.

RI-WINs is focused on building a platform for
wireless innovation that enables new solutions
for healthcare, education, public safety and
improving the quality of life for all Rhode
Islanders. The cost to build and operate the
network until it breaks even (in its third year of
operations) is $28.0 million.  RI-WINs is
projected to generate enough revenue by year
three of operations to cover expenses and debt
service to finance the build out. EDC will
borrow $28.0 million from a private lender at
market interest rates on behalf of the non-profit
Business Innovation Factory. EDC requests
approval for a $28.0 million twenty-year loan
guarantee from the state.

The FY 2008 budget continues to improve State
Government information technology. Rhode
Island must strengthen its technology to enable
an innovation economy and to solve the real
problems of our day. The five year capital plan
includes previously approved funding for
Innovation Technology which would be
provided by certificates of participation and
would fund specific public policy areas, infusing
the investment needed to strengthen the state’s
platform for innovation and deliver real value to
Rhode Island citizens.  State government
projects include a replacement of the outdated
system presently used by the Division of Motor
Vehicles ($13.0 million), enterprise
infrastructure upgrades ($3.9 million), Taxation
data warehouse ($2.5 million), and integrated,
web based licensing capability ($1.0 million).

To support more efficiencies and better training
in the educational system, the Governor’s plan
includes previously approved funding of $15.0
million for technology over five years which
would focus on “Inspiring Excellence in
Science,  Technology, Engineering, and
Mathematics  (STEM)”.  The  Governor
recommends funding for innovative technology
to upgrade teacher training programs to better
prepare teachers to inspire their students to excel
in science, technology, engineering and
mathematics. Projects that qualify may include,
but are not limited to, the Rhode Island
Department of Education’s Comprehensive
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Education Information System and its rollout to
school districts as well as specific funding to
support teacher professional development in the
use of innovative technologies or techniques,
including our state’s teacher preparation
programs. The “SMART” Classrooms Program
will significantly upgrade teacher preparation
facilities at Rhode Island College and the
University of Rhode Island by infusing
technology into our teacher training programs,
creating a Center for Excellence in Mathematics,
Science and Technology Education, and
upgrading mathematics and science classrooms
and laboratories.

To support greater efficiency in an industry that
impacts every Rhode Islander, the Governor
recommends pursuit of the Health Information
Exchange System (HIE) funded at the
previously approved, self-supporting level of
$20.0 million. The HIE will be able to identify
where a patient has medical information located,
connect their personal health data from the
various health care providers and facilities, and
make the combined data available and easily
accessible to authorized health care providers.
The data exchanged through the HIE will
include laboratory data, medication information,
allergies, emergency room and hospital
discharge summary reports, pathology reports,
outpatient and surgical procedure reports,
radiology images and reports, diagnosis and
problem lists, immunization and preventive
child health data (lead screening results,
newborn screening results) and other health
information deemed to be critical. The
development of a robust and fully functional
HIE will also maximize the effective use of
technology by patients, providers, policymakers
and researchers to realize significant and
continuous improvements in the quality and
outcomes of health care delivery in the state, and
to protect the public’s health.

The Governor’s capital
plan continues
investments in  the
state’s institutions of

Investing in the
Future-
Public Higher
Education

public higher education. The Governor believes
that the development of a symbiotic relationship
between the Life Sciences Center at URI and the
medical institutions in Providence will provide
the state with a competitive advantage in the
biotechnology area and allow for future
expansion of this industry in the state. The
Governor’s capital budget reflects construction of
the $50.0 million Center for Biotechnology and
Life Sciences at the University of Rhode Island,
approved by the voters in November 2004, to
serve as a complement to the established medical
research center that already exists in Providence.
In addition to this Biotechnology Center, the
Governor recommends the issuance of the $65.0
million authorized by the voters in November
2006 to provide funds to construct a new School
of Pharmacy building at the University of Rhode
Island.

The Governor's recommendations also include
additional investment in Higher Education
through the inclusion of several proposed bond
referenda for the November 2008 ballot. These
referenda include $13.1 million for an addition to
the Flanagan Campus and $16.15 million of
upgrades to the Knight Campus of the
Community College of Rhode Island; $3.5
million for installation of fire safety equipment at
CCRI campuses; $7.4 million for Master Plan
Improvements and  $15.3  million  for
modernization and renovation of academic
buildings at Rhode Island College; $25.6 million
for utility infrastructure  upgrades and
replacement at the University of Rhode Island.

- The Governor’s FY 2008
Safeguarding | capital plan continues his
our efforts to preserve the
Natural state’s natural resources.
Resources As  part of the
Governor’s long-term

strategy for water quality improvement, his plan
includes $8.5 million approved by the voters in
November 2004 for water pollution abatement
projects including matching grants and incentive
grants to state and local entities, non-profit
organizations and for-profit businesses for water
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quality restoration and protection projects. The
Governor proposes a new referenda item for the
November 2008 ballot referenda which would
provide an additional $15.0 million for the
program. The Governor also proposes $70.0
million in new general obligation bonds for the
Rl Clean Water Finance Agency to provide
loans to municipalities and wastewater districts
for treatment facility upgrades.

The capital plan includes the issuance of $64.1
million of Environmental Management bonds
authorized in November 2004 and November
2006. These funds will be used over a multi-
year period to preserve open space, protect
ground water supplies, and develop and improve
public recreational facilities,

The Governor proposes

Funding for use of $7.5 million from
Affordable the  Rhode Island
Housing Capital Plan Fund for
the Neighborhood

Opportunities
affordable housing program. This would bring
financing for this program since its inception to
$44.0 million. Since 2001, the Neighborhood
Opportunities  Program has funded the
construction or rehabilitation of 940 housing
units from its three program funds. This
includes the production of family housing,
permanent supportive housing, and
homeownership opportunities. These housing
units are located at sites that have produced a
total of 2,136 affordable housing units, with
1,001 being NOP units. The Governor also
recommends issuance of $12.5 million of
general obligation each year from FY 2008 — FY
2011 from the $50 million Affordable Housing
bond approved by the voters in November 2006.

In the economic development area, the Governor
recommends the issuance of $32.0 million
remaining from a $48.0 million referenda
approved by the voters in November 2004 to
finance continuing improvements at the Quonset
Point/Davisville Industrial Park.

The capital plan includes issuance of bonds
previously approved by the voters, including
funds for a new State Police Headquarters, a
new Municipal Fire Academy, grants to the
Heritage Harbor Museum, grants to the Roger
Williams Park Zoo, and grants to museums and
cultural art centers.

The projected general revenue requirements for
debt service are dependent upon the allocation of
debt service costs to other sources of funds. The
projection assumes that Rhode Island Capital
Plan funding for debt service will decrease from
$41.6 million in FY 2007 to zero in FY 2008. In
FY 2008 and thereafter, zero debt service will be
funded from the Rhode Island Capital Plan
funds.  This, combined with new general
obligation bond issuance, results in increased
general revenue appropriations for debt service
of $3.3 million from FY 2008 to FY 2012.
Disbursements for capital projects are reflected
as Rhode Island Capital Plan Fund expenditures,
not general revenue, and therefore are not
reflected in the five-year report as operating
costs. The obligations for the RI Refunding
Bond Authority (former Public Building
Authority) decline from $19.9 million in FY
2008 to zero in FY 2011. Debt service on
certificates of participation decreases from $38.6
million in FY2008 to $30.3 million in FY2012.
This is offset by an increase of $31.7 million in
general obligation debt

It is assumed that the Department of
Transportation general obligation bond issuance
in FY 2008 through FY 2012 will total $22.3
million, $42.0 million, $42.0 million, $42.0
million, and $41.9 million. It is assumed that
the two cents of the gas tax dedicated to Motor
Fuel bonds issued by EDC is equal to
approximately $9.37 million annually. It is
assumed that the Rhode Island Public Transit
Authority debt service funded by gas tax
revenues in FY 2008 through FY 2012 will total
$0.3 million in FY2008, $2.2 million in
FY2009, and $3.2 million in FY2010, and $1.5
million in FY 2011 and $3.0 million in 2012.
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The obligations arising from the performance
based contracts between the Rhode Island
Economic Development Corporation and private
entities are projected to result in state
appropriations due to the projected achievement
of performance targets. In FY 2008, it assumes
the Fidelity Phase 1 is $2,305,000 and
Providence Place Mall obligations are $3.6
million. For FY2009 and thereafter, it is
assumed that the State pays $2.4 million on
Fidelity Phase | and $552,000 on the Fidelity
Phase Il transaction. The forecast assumes no
requirement for the Bank of America obligation
transaction, which if earned would total
approximately $0.3 million.

The following table shows the proposed
November 2008 referenda.

Ballot Item 5
Transportation

Highway Improvement Program $80.0 million

RIPTA — Bus Purchase/Repair $4.5 million
Total $84.5 million

Total — November 2008 $250.54 million

The following table shows the proposed
Certificates of Participation issuances for FY
2008:

Proposed Certificates of Participation/Financings

State Police Microwave Tower $7.0 million
DolT Operations Center $9.05 million
Total $16.5 million

Proposed Ballot Items
November 2008

Ballot Item 1
University of Rhode Island

Utility Infrastructure Upgrades $25.6 million

Ballot Item 2
Community College of Rhode Island
Sprinkler/Fire Suppression Systems  $3.5 million

Flanagan Campus Addition $13.1 million
Knight Campus Renewal $16.2 million
Total $32.8 million
Ballot Item 3
Rhode Island College
Alternative Entrance/Master Plan $7.4 million

Academic Buildings Modernization $15.25 million
Total $22.65 million

Ballot Item 4

Narragansett Bay and Watershed Restoration

Clean Water State Revolving Fund ~ $70.0 million

Environmental Management $15.0 million
Total $85.0 million
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Section 1 — Capital
Budgeting
In Rhode Island






Capital Policy

The Governor's Capital Improvement Plan
reflects a policy of controlling Rhode Island's
capital debt by limiting the new issuance of debt,
reallocation of current resources to preserving and
improving infrastructure, and controlling capital
expenditures to a level that is affordable. Effective
execution of this policy, as well as other sound
financial management practices, resulted in
upgrades from two major credit rating agencies
during FY 1999, and the third rating agency in
November 2005.

The Governor is recommending that this capital
policy be continued during FY 2007 and FY 2008
by maintaining the level of capital expenditures
from resources flowing into the Rhode Island
Capital Plan Fund from the Budget Reserve Fund
and with funding from proceeds from the
securitization of tobacco revenues. It is estimated
that combined resources totals 37.6 and $72.9 in
FY 2007 and FY 2008 respectively. It is
estimated the $20 million of current year RICAP
projects will be “assigned” to the tobacco
proceeds. In FY 2008, the expenditures are
funded by a transfer from the Tobacco Settlement
Fund. The Governor recommends that the state
maintain funding for these projects at a level that
is affordable to ensure that taxpayers’ previous
investments are preserved and maintained
appropriately. The projected use of Tobacco
securitization proceeds is:

Millions
160.0 Projected proceeds from
securitization of residual of

Tobacco Master Settlement

<20.0> FY 2007 amount for Capital projects
(displayed in RICAP fund)

<72.5> Transfer to RICAP for FY 2008 projects

67.5 Available for Transportation
Infrastructure Investment

The Governor is recommending that debt service
be funded from the Rhode Island Capital Plan
Fund in the amount of $41.6 million in FY 2007
(@an increase of $4.9 million from the enacted
level). There is no debt service funded from the
Rhode Island Capital Plan Fund in FY 2008.

The Governor’s capital budget reflects the
significant influx of financing available from the
Department of Transportation’s Motor Fuel and
GARVEE financings, proceeds from the
Convention Center Authority revenue bonds for
the renovations to the Dunkin Donuts Center, the
proceeds from certificates of participation for the
Training School, Traffic Court, School for the
Deaf Technology Initiative, DMV System, and
the new general obligation bonds approved in
November 2006. The capital budget also reflects
debt issued to produce cost savings on further
energy consumption and historic structure tax
credits for the Masonic Temple project. The
capital budget includes debt financing for the
acquisition of a state of the art facility to serve as
the State Computer Center and debt for new State
Police Radio Towers.

Executive Order 95-4, relating to state debt
requires all issuances of state debt requiring the
approval of the Governor to be reviewed by the
State Budget Office. The role of the Budget
Office is to advise the Governor of the direct and
potential impact of such debt issuance on the
state's tax supported debt and its credit rating. An
examination of Rhode Island’s projection of net
tax supported debt shows evidence that this
businesslike approach to capital planning and
management has reaped results. Debt as a
percentage of personal income is projected to
decline from a high of 8.5 percent in FY 1994 to
4.13 percent by FY 2007 and 3.26 percent in FY
2012.
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Securitization of Master Tobacco Settlement Revenues

Tobacco Opportunity Provides Solution for
Capital Budget Challenges

The State is faced with the challenge of providing
funds for continued preservation of the State’s
infrastructure, while addressing  structural
operating budget deficits. The Governor believes
that significant progress in addressing this
challenge can be made with a one-time dedication
of resources. The Governor recommends that the
Tobacco Settlement Financing Corporation
(TSFC) execute another bond transaction that
would securitize the residual payments due to the
TSFC upon the retirement of the Series 2002A
and Series 2002B Tobacco Settlement Asset
Backed Bonds. Under the terms of the June 2002
tobacco securitization, the TSFC was required to
“turbo” the principal and interest payments it
made. The effect of this “turbo” provision was to
accelerate the retirement of the original bonds to
possibly as early as 2023 or 2024 at which time
the residual tobacco settlement receipts would
revert back to the State. The debt the TSFC
incurs from this transaction would not be
considered an obligation of the State. Currently
market conditions for the issuance of such
securities are favorable despite the fact that
significant litigation risk and unpredictable
consumption risk are still present and could
negatively impact the revenue flow that supports
the bonds.

Such a transaction is expected to yield between
$160-180 million, and the Governor recommends
that 100% of the proceeds be used for capital
purposes. The budget assumes that $160.0 million
will be received. The Governor proposes that
$20.0 million be received in the current year and
assigned to fund capital projects in the RI Capital
Fund from December 2006 to June 30 2007. In
FY2008, $72.5 million will be transferred from
the Tobacco Settlement Trust Fund to the RI
Capital Fund to ensure that projects continue in
FY2008. The Governor recommends that the
remainder of the proceeds, an additional $67.5
million, be reserved for allocation to
transportation related projects, including, road
resurfacing, bridges, mass transit and providing

funds to match federal highway dollars. Since the
federal government has not disclosed the actual
amount which will be available, this allocation
will occur in conjunction with the General
Assembly when better information is available.

Background on the Tobacco Settlement
Financing Corporation

In June 2002, the Tobacco Settlement Financing
Corporation (TSFC) was formed for the purpose
of securitizing the State’s future revenues due
under the tobacco Master Settlement Agreement
entered into by the Attorney General in
November 1998. The Corporation issued
$685,390,000 of bonds to finance the acquisition
of one hundred percent of the State’s tobacco
settlement receipts for the period 2004 through
2043. The net proceeds of the sale, after
financing the cost of issuance, capitalized interest,
and the debt service reserve und, totaled $544.2
million. The state utilized $295.3 million in June
2002 to defease $247.6 million of outstanding
general obligation and certificate of participation
debt (or $295.5 million reflecting the accreted
value of capital appreciation bonds). The
remaining $248.9 million was made available for
operating budget expenditures in the FY 2002 —
FY 2004 period.

The debt defeasance resulted in debt service
savings of $51.6 million in FY 2003 and total
debt service savings through FY 2012 of $343.5
million. The debt service savings were realized
as monies no longer needed to be appropriated
for the payment of the defeased bonds’ principal
and interest. The defeased debt is guaranteed by
an escrow account established with the proceeds
from the securitization and thus, those bonds are
no longer considered a debt of the state.
Additionally, the bonds issued by the Tobacco
Settlement Financing Corporation are secured
solely by pledged tobacco settlement revenues
and thus, the TSFC bonds are also not a debt of
the state. The net impact of this transaction
reduced the State’s outstanding debt, and
improved its debt ratios. The state effectively
shifted the risk of non-collection of master
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settlement revenues to the holders of the TSFC
bonds. It should be noted that since this
transaction, there have been many larger tobacco
settlement bond issues executed by other states.
In some of these cases, the issuing state has had
to provide some type of auxiliary guarantee to
receive favorable yields on the bonds. In
addition, some states which have not yet issued
are considering a direct state guarantee or pledge
of moral obligation in order to make the bonds
more appealing to investors. The State of Rhode
Island did not provide such auxiliary guarantees
or pledges when it securitized its rights to
receive the tobacco master settlement revenues.

At the time of issuance in 2002, the Tobacco
Finance Settlement Corporation’s bonds were
rated Al, A-, and A, by Moody’s Investors
Service, Fitch Ratings, and Standard and Poor’s
Ratings Service respectively. As of January 26,
2006, the TSFC’s bonds have been downgraded
to Baa3, BBB, and BBB by each of the ratings
agencies. In general, the overall downgrading of
the TSFC’s debt and other similarly secured debt
was the result of the increased vulnerability of
tobacco companies to adverse litigation in some
jurisdictions and concerns about litigation
relating to the model statutes enacted in the
various states. As of June 30, 2006,
$669,375,000 of bonds were outstanding. In
accordance with  Government Accounting
Standards Board Technical Bulletin No. 2004-1,
the financial statements of the TSFC do not
recognize a positive carrying value for the future
revenues to be received under the Tobacco
Master Settlement Agreement.
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Rhode Island Capital Plan Fund Initiative

In November 2006, the voters approved a
constitutional amendment which restricts the use
of the Rhode Island Capital Plan Fund to capital
projects.  Previous language allowed for the
fund’s resources to be used for debt service. The
multi-year plan of dedicating increased resources
towards pay-as-you-go capital projects was
modified in past fiscal years to address operating
budget deficits and resulted in numerous planned
capital projects being deferred.  Given the
magnitude of the FY 2007 and FY 2008 deficits,
the Governor recommends that some of these
projects be deferred and/or funded from resources
to be made available from the proceeds of the
Securitization of Tobacco Master Settlement
revenues. The Governor’s plan dedicates all
future resources in FY 2009 and thereafter
towards maintaining and improving the state’s
infrastructure.

The Governor's proposed Capital Improvement
Plan for FY 2008 - FY 2012 reflects the tenth
year in a comprehensive, yet affordable asset
protection program that will result in the
dedication of over $250.0 million of current
revenues and $160.0 million of tobacco
securitization proceeds towards preserving Rhode
Island’s buildings, roads, bridges, and other assets
over the next five years.

Current law, which will be amended to be
consistent with the Constitution, provides for up
to two percent of annual revenues to be used for
capital expenditures once the Budget Reserve
Fund has reached three percent of resources.
When the Budget Reserve and Cash Stabilization
Account has reached three percent of total
resources, there are only marginal contributions to
this "Rainy Day Fund" and most of the funds flow
into the Rhode Island Capital Plan Fund. Faced
with the challenge of a large current year and
budget year deficit, the Governor s
recommending that projects that be financed with
proceeds from the Securitization of Tobacco
Master Settlement revenues. In order to
accomplish this, the Governor is recommending
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the Budget Reserve and Cash Stabilization
account be tapped in FY 2007. The State lowered
the revenue estimate in November 2006, by $74.2
million, which resulted in a projected deficit. The
Governor recommends a transfer of $63.0 million
from the Budget Reserve Fund to the General
Fund. During FY 2008, due to the formula
driving the amount flowing into the Budget
Reserve Fund, it will almost regain its fully
funded status($160,420 short), but will result in
no transfer to the RI Capital Fund.

The Governor recommends that the General
Assembly appropriate a transfer of $72.5 million
from the Tobacco Settlement Fund to the Rhode
Island Capital Plan Fund in FY 2008 to ensure
funding for these important projects to be used for
capital projects.

In FY 2007, approximately forty seven percent of
resources in the RI Capital Plan Fund are being
used for capital asset protection projects.

Debt Project Percent
Service Expenditures  for Projects
FY 1994 .0 2 .0%
FY 1995 325 9 2.7%
FY 1996 29.3 T 2.2%
FY 1997 33.3 5 1.5%
FY 1998 26.8 29 9.8%
FY 1999 24.1 11.7 32.7%
FY 2000 14.0 19.8 58.8%
FY 2001 74 22.7 75.4%
FY 2002 315 44.8 58.8%
FY 2003 27.1 19.3 41.6%
FY 2004 32.3 16.3 33.5%
FY 2005 18.8 28.0 59.8%
FY 2006 41.6 31.8 43.3%
FY 2007 41.6 37.5* 47.5%
FY 2008 0 T72.4%* 100.0%

* Includes funding reappropriated from FY 2006
** Reflects funds transferred from Tobacco Settlement Fund.

Adoption of a responsible asset protection
program will help reduce Rhode Island's debt
burden in the future when allocated funds are
available to fund not only asset protection
projects, but also new construction. Schedule 4,
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Projects by Funding Source, includes the
Governor's recommended use of Rhode Island
Capital Plan Funds, as well as all other resources
available for capital disbursements. Schedule 5,
Rhode Island Capital Plan Fund Projects, reflects
only those projects funded by RI Capital Plan
Fund resources.

The Constitutional Amendment also provided that
in FY 2012 the amount of the Budget Reserve
Fund be set at five percent of resources. There
will be a change to the formula which gradually
decreases the amount which can be spent from
98% to 97% of revenues, allowing for a more
moderate change in the resources available for
general fund operations and to build up the
Budget Reserve Fund gradually such that the pay-
as-you-go capital funding is not abruptly curtailed
in FY 2012. The table below displays the multi-

year plan.
Spending Maximum
Limit Balance

FY 2007 98.0% 3.0%
FY 2008 98.0% 3.0%
FY 2009 97.8% 3.4%
FY 2010 97.6% 3.8%
FY 2011 97.4% 4.2%
FY 2012 97.2% 4.6%
FY 2013 97.0% 5.0%
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Previous Capital Budgeting Practices

The State of Rhode Island's first capital
development plan was submitted in 1972. The
plan was presented on a twelve-year horizon and
proposed a pay-as-you-go system of capital
financing.

The concept was hailed as a tremendous step
forward for Rhode Island due to its eventual goal
of reducing reliance on debt to finance capital
projects. Since 1972, both pressures to improve
Rhode Island’s infrastructure and utilize current
resource funds for operating expenses led to the
abandonment of the 1972 plan. No other plan was
developed to fill its place.

Rhode Island made a concerted effort to refocus
its attention to development of capital
improvement plans in 1991. The goal was to
strengthen the capital planning and budgeting
process in order to provide a coordinated manner
for both project selection and project financing.

Analysis of Past Practice

Rhode Island suffered from a number of
problems that deal with the capital budget
development process: (1) difficulty in delineating
between maintenance and other types of capital
improvements, (2) difficulty in measuring capital
needs, (3) lack of clear philosophy concerning the
method of financing capital projects. However,
the situation in Rhode Island was further
complicated by problems inherent to the process
that existed. Specific flaws relating to the Rhode
Island capital budgeting process included:

1. There was no formal decision making process
for key decision makers to determine the
overall size of the capital program or debt
issuance and lack of control over the amount
to be spent from the state's balance of
previously authorized general obligation debt.
Since Rhode Island does not issue all bonds
immediately upon voter approval, there needs
to be a process of prioritization and cash flow
planning in order to ensure affordability.
Current practice was for voter approved bond
authorizations to be allotted on the basis of
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work programs developed by the agencies.
Each entire authorization was allotted into
individual project accounts, regardless of the
authorization's financing status. The level of
estimated disbursements determined the
aggregate level of bonds to be issued.

There were many flaws in this process in that
it did not identify a long-range plan of
expenditure for all authorized but unissued
debt. Also, the process did not attempt to limit
expenditures to only those projects for which
bonds had been issued. Projects for which
bonds had not yet been issued were allowed to
proceed in anticipation of the future issuance
of bonds or notes.

Bond issues were done on an ad hoc basis.
There was neither a systematic process to
determine when bond issues would be done
nor a process to assure that gubernatorial
priorities were reflected.

. Decisions concerning construction of facilities

were not tied to long-term operating budget
prospects.  While the capital development
process made an attempt to identify ongoing
operating costs, execution of the capital and
operating budgets was disjointed.

. There had been a history of significant capital

referenda presented at special elections. This
caused concern because it was being passed
outside the statutory "biennial" process and
often included projects that had not appeared
in proposed capital plans. This concern
resulted in the enactment of Section 35-3-7(c)
of the Rhode Island General Laws, which
provides some restrictions on this happening
in the future unless there is a "compelling
need."

Section 35-3-7.1. ...

..(c) All capital referenda will be
presented to the voters at a general
election, except, upon a finding of
compelling need for the public health,
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safety, or welfare, the general assembly
may present the capital program at a time
other than the general election. ...

4. The process lacked a systematic set of capital
budgeting instructions whereby departments
would submit their projects along with
requests for funding over a long-term period
that would allow for systematic development
of individual projects. This resulted in a lack
of an overall plan for all ongoing projects, a
plan of financing, an inventory or assessment
of needs, or an overall program goal.

5. There was no central document reflecting the
priorities between different types of projects,
including repair and rehabilitation, renovation,
remodeling, razing of structures, new
construction, and so forth. The biennial
capital development plan did not specifically
address the status of projects underway or
those to be undertaken over the capital
planning horizon. While the majority of
projects were to be funded from previously
approved bond authorizations, such projects
were not included in the plan.

This lack of an overall plan for on-going
projects resulted in a lack of accountability
concerning departments' requests for new
funds.

6. Capital funds were increasingly being used for
non-capital or marginally capital expenditures,
including personnel, short lived equipment
and maintenance.
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FY 2008 — FY 2012 Capital Process

The State of Rhode Island has made significant
progress since late 1991 towards improving the
capital budgeting process. In the summer of 2006,
agencies were asked to provide information
relating to the projects contained in the FY 2007 -
FY 2011 capital budget and any new projects to
be proposed. This assisted the administration in
achieving the first three steps in a capital
budgeting process: (1) initial identification of
projects to be considered for inclusion in the
capital budget; (2) timing of required
expenditures for projects selected for inclusion in
the capital budget; and (3) determination of the
impact on total government finances of the
various financing alternatives. The status of
projects funded in earlier capital improvement
plans was analyzed for each agency. An update
on the timing of expenditures was provided for
previously authorized projects, as well as those to
be considered at future referenda.

The capital improvement plan includes what are
generally considered major capital projects, such
as new construction, major reconstruction,
remodeling, renovation, and so forth. These are
projects that create new facilities or rebuild
existing facilities. They would add or create value
rather than protect the existing value. The plan
also reflects planning funds provided to agencies
to analyze the need and cost of projects proposed
in later years. Agencies were asked to identify for
each project: source of financing, the estimated
disbursement schedule, and the categorical
expenditures (i.e., design, land acquisition, and
construction).

The capital improvement plan meets several of
the criteria noted for sound practice and meets the
goals of the administration concerning capital
budgeting.
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Capital Budgeting Goals Attained

Several key goals were set in 1991 when Rhode
Island embarked upon improving the capital
budgeting process and as progress has been made,
new goals have been set. Rhode Island may not
fully attain these goals until several years into the
capital-planning horizon, but has made significant
progress towards these goals.

1. Ensure that Rhode Island’s annual capital
budget and capital improvement plan is
affordable and finances only necessary
capital projects.

This goal also relates to the determination of the
size and timing of debt issuance. It is the goal of
the capital planning process that the levels of
project commitment, annual cash disbursements,
and annual bond financing required would be
determined by the adopted capital plan.

The state has not issued more general obligation
bonds than were in the plan. Generally, since the
implementation of the FY 1993 - FY 1997
Capital Budget, variance from the plan reflected
delays in certain projects underway. Controls are
in place to ensure that expenditures are limited to
those funded in the budget.

2. Enhance the linkage between the capital
and operating budgets. No new projects
will be included in the capital plan unless
resources are expected to be available to
finance the operating costs upon
completion.

A much greater focus has been made on the
impact of capital projects on the annual operating
budget. Agencies are requested to identify the
source of operating funds required for new
projects. In the FY 2008 - 2012 Capital
Improvement Plan and the Five-Year Forecast
included within the Executive Summary, there is
an attempt to identify the outyear impacts of
capital projects.

3. Institute a practice of annual program
budgeting that will result in planned
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biennial referenda (as needed) consistent
with the capital budgeting process.

Development and adoption of a solid capital plan
will serve to prevent the need for off-year
referenda.

The Administration's capital budgets have
contained the referenda recommended for the
biennial  period; the Governor is not
recommending an off year referenda.

4. Increase accountability by publishing a
document that identifies the individual
projects to be funded during the capital
planning horizon.

This would include all projects, regardless of
funding source, including projects financed by
previously authorized bonds. This would provide
a much greater level of accountability with
respect to completion of projects and the need for
new ones.

The published capital budget is the basis for the
control of and review of project expenditures.
Agencies are more accountable with respect to
capital disbursements that are now limited to
those contained in the capital plan.

5. Ensure active gubernatorial  policy
participation in the process, similar to the
process for the operating budget.

The Capital Development Planning and Oversight
Commission, which was recomposed in 1995,
reflects appointments representing  planning,
policy, and technology officials, as well as budget
officials to develop a comprehensive capital
development program that was consistent with
the principles and practices of good financial
management.

In addition, staff from both the House and Senate
fiscal staffs were invited to all agency hearings to
allow the legislative branch early involvement in
the capital development process.
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6. Begin a process of limiting debt use to long-
term capital improvements and to decrease
reliance on debt in order to increase
flexibility in difficult economic times.

Rhode Island has stayed within the limits that
have been set in the Capital Budgets since 1993.
As a result of the passage of a constitutional
amendment in November 2006 requiring that the
Rhode Island Capital Fund be used solely for
capital projects, there will be increased current
resources dedicated to capital projects over the
five-year planning horizon. There has been a
retrenchment in the funding level goals due to the
projected operating budget deficits projected
since FY 2002. Many projects had been deferred
during this time frame in order to free up
resources from the Rhode Island Capital Plan
Fund, which had been used for debt service. The
constitutional amendment,  while  forcing
discipline to maintain assets and be less reliant on
debt, does reduce flexibility in overall financial
management. In FY 2008, due to the proposed
transfer of funds from the Budget Reserve Fund,
there would be no funds available in the Rhode
Island Capital Plan Fund for projects. The
Governor proposes to use proceeds from the
securitization of tobacco revenues to fund $72.5
million of capital projects in FY 2008. In later
years the full Rhode Island Capital Plan Fund
would be available resulting in over $250 million
of funding.

While the state had increased the dedication of
gas tax revenues to the Department of
Transportation, increasing the amount available
for road repairs and maintenance, and provided
some of the state match for increased federal
funds, there is no longer any gas tax allocated for
state match. Recently, increased costs due to
inflation on operating costs such as electricity,
employee cost-of-living adjustments, fringe
benefits and debt service have outpaced the
growth in the gas tax available.

7. Implement a debt reduction program in
order to reduce Rhode Island’s net tax
supported debt.
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Rhode Island adopted a three part debt reduction
program that included (1) using excess sales tax
receipts dedicated to repay the DEPCO debt
resulting in full repayment in August 2000,
twenty two years earlier than required, (2) using
an amount of current general fund resources to
redeem other state debt each year, and (3)
utilization of tobacco master settlement
securitization proceeds to defease general
obligation debt and certificates of participation in
the amount of $247.6 million. Since these were
defeased by proceeds from a bond issue that are
not considered state debt, this reduces the state’s
tax supported debt.

8. Improve accountability during the
implementation phase of the capital budget
and the accuracy of total project funding
displayed in the capital improvement plan.

The Budget Office has developed a database that
can integrate expenditure data from the State
Controller’s accounting records with capital
budget recommendations by source of funds by
project. When fully implemented, this internal
data management system will allow Budget
Analysts to track projects more effectively and
work with departments and agencies to improve
expenditure planning.

9. Develop and maintain a statewide inventory
of state buildings and other assets to be used
in prioritizing required repairs and capital
improvements.

The State Controller’s Office has developed a
system for maintaining an inventory of capital
assets for accounting purposes. The Capital
Development Planning and Oversight Committee
is not currently using this system.
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Section 2 — Debt Issues






Classification of State Debt

The State of Rhode Island has traditionally
classified its general obligation debt in the
following four categories: direct debt, guaranteed
debt, contingent debt and other obligations
subject to appropriation. These fall into the
broader category of tax supported debt used by
investment rating agencies. Within the category
of obligations subject to annual appropriations,
there are certain performance-based agreements
associated with debt issued to promote economic
development. Generally speaking, the state’s
requirement to make appropriations on these
obligations is based upon achievement of certain
predetermined benchmarks that would increase
state tax revenues. Debt service and payments on
long-term obligations, including the portion of the
gas tax, federal highway funds, and Rhode Island
Capital Plan Fund dedicated for debt service for
FY 2007), is estimated to total $225.4 million
including: $99.1 million for general obligation
debt service, $20.2 million for Rhode Island
Refunding Bond Authority (formerly RIPBA)
obligations, $23.3 million for the Convention
Center obligation, $9.4 million for motor fuel
debt service, $44.2 for federally funded
GARVEE debt service, $40.3 million for
certificates of participation and long-term
obligations, $12.2 million for Higher Education
non-general obligation debt, and $6.6 million for
performance-based obligations. The $25.1
million all funds increase in FY 2008 reflects a
$3.5 million increase for general obligation
bonds, a $0.2 million decrease on Rhode Island
Refunding Bond Authority lease payments, $1.8
million increase for the issuance for the Dunkin
Donuts Center Improvements, $3.7 million on
debt for the Technology Initiative $5.4 million for
the Masonic Temple Historic Structure, and $2.6
million for the School for the Deaf. Other
increases include: Higher Education Auxiliary
debt($4.8 million), Neighborhood Opportunities
Program ($1.7 million), Division of Motor
Vehicles System ($1.1 million), Division of
Information  Technology Computer  Center
($248,875), and State Police Radio Towers
($196,488), and Fidelity job rent credits ($0.7
million).
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Direct debt, is authorized by the voters as
general obligation bonds and notes. Current
interest bonds require the State to make annual
payments of principal and semi-annual payments
of interest on bonds outstanding, and the capital
appreciation bonds of the State require the
payment of principal and interest at maturity.
As of June 30, 2006, the State had $842.5
million of general obligation tax supported
bonds outstanding. On September 28, 2006,
however, the State issued an additional
$147,765,000 of general obligation tax
supported bonds, consisting of its $74,835,000
General Obligation Bonds, Consolidated Capital
Development Loan of 2006, Refunding Series
A, which refunded $72,930,000 of prior general
obligation tax supported bonds of the State, and
its $20,680,000 General Obligation Bonds,
Consolidated Capital Development Loan of
2006, Series B. On October 15, 2006, the State
issued $98,105,000 of General Obligation
Bonds, Consolidated Capital Development Loan
of 2006, Series C. On November 7, 2006 the
voters approved $225,290,000 of general
obligation bond authorization. Authorized but
unissued direct debt totaled $408.5 million as of
November 30, 2006. The Governor
recommends that an additional $22 million of
general obligation bonds be issued to finance
capital projects in FY 2007 and $120.0 million
in FY 2008. (See Appendix C for debt service
payments).

Guaranteed debt includes bonds and notes
issued by or on behalf of certain agencies,
commissions and authorities created by the
General Assembly and charged with enterprise
undertakings, for the payment of which debt the
full faith and credit of the state are pledged in the
event that the revenues of such entities may at any
time be insufficient. Such debt includes the debt
of Narragansett Bay Commission. As of June 30,
2006, there were no outstanding bonds and no
authorized but unissued debt. This reflects
defeasance of $1.37 of debt in June 2002 from the
proceeds of the tobacco securitization,
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and the economic defeasance of the balance
during FY 2005. (See Appendix C for debt service
payments)

Contingent debts are those debts or obligations
of certain Rhode Island agencies for which the
state has pledged its full faith and credit. Such
debt includes mortgages insured by the Rhode
Island Industrial-Recreational Building Authority.
Voter approval enabled the Authority to pledge
the State's full faith and credit up to $80,000,000
for the following purposes: to insure eligible
mortgages for new construction, acquisition, and
rehabilitation or expansion of facilities used for
manufacturing, processing, recreation, research,
warehousing, retail, wholesale or office
operations. New or used machinery, equipment,
furniture, fixtures or pollution control equipment
required in these facilities is also authorized for
mortgage insurance. Mortgages insured by the
Authority are limited to certain specified
percentages of total project cost. The Authority is
authorized to collect premiums for its insurance
and to exercise rights of foreclosure and sale as to
any project in default.

As of June 30, 2006, the Authority had
outstanding mortgage agreements and other
commitments for $22,701,951 mainly in
connection with revenue bonds issued by the
Rhode Island Industrial Facilities Corporation. In
accordance with State law, all premiums received
by the Authority and all amounts realized upon
foreclosure or other proceeds of defaulted
mortgages are payable into the Industrial
Recreational Building Mortgage Insurance Fund.
All expenses of the Authority and all losses on
insured mortgages are chargeable to this Fund.
As of June 30, 2006, the Fund had a balance of
$1,556,339. The State has agreed to appropriate
or borrow and pay to the Authority any amounts
required to service insured loans that are in
default should the Fund be insufficient.

The Economic  Development  Corporation
proposes that the current Industrial-Recreational
Building Authority be modified to consolidate
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their functions with other EDC financing entities,
and to enhance the capacity of the new entity.

Other Obligations Subject to Appropriation

Rhode Island has entered into certain contractual
agreements, which although of a long-term
nature, are subject to annual appropriation by the
General Assembly. A brief description of such
commitments for which the state has or may
appropriate funds for debt payments is provided
below.

Intake Center Certificates

Rhode Island entered into a lease agreement with
a financial institution that issued $33,000,000 in
certificates of participation to finance construction
of an Intake Center for the Department of
Corrections. As of June 30, 2006, $10,655,000 of
these certificates was outstanding. (See Appendix
C for debt service payments)

Attorney General
Administrative Office Certificates

In December 1995, Rhode Island entered into a
lease agreement with a financial institution that
issued $4,500,000 in certificates of participation
to finance the purchase of the Old Stone Bank
Administration Building for the Attorney
General's Office. As of June 30, 2006, $2,795,000
was outstanding. This reflects the defeasance of
$775,000 of certificates of participation in June
2002 from the proceeds of the securitization of
revenues from the State’s Tobacco Master
Settlement. (See Appendix C for debt service
payments)

Shepard’s Building Certificates

In 1995, Rhode Island entered into a lease
agreement with the Rhode Island Economic
Development  Corporation, ~ which  issued
$34,070,000 to renovate the Shepard’s Building
in downtown Providence. In August 1997, the
state refunded the EDC debt through the issuance
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of certificates of participation in the amount of
$34,805,000. As of June 30, 2006, $23,655,000
was outstanding. (See Appendix C for debt service
payments)

Department of Labor and Training
Center General Renovations

In January 1997, Rhode Island entered into a
lease agreement with a financial institution that
issued $24.0 million in certificates of participation
to finance renovations of the former Center
General Hospital at the Pastore Center for use as
an office complex for the Department of Labor
and Training. It is anticipated that the federal
government will finance a significant portion of
the lease payments. As of June 30, 2006,
$17,150,000 was outstanding. (See Appendix C
for debt service payments)

Pastore Center Complex
Central Power Plant

In December 2000, Rhode Island entered into a
lease agreement with a financial institution that
issued $28.18 million in certificates of
participation to rehabilitate and upgrade the
Central Power Plant at the Pastore Center
Complex. As of June 30, 2006, there was
$23,440,000 of certificates outstanding.

Kent County Courthouse

In 2005, Rhode Island entered into a lease
agreement with a financial institution that issued
$58,910,000 in certificates of participation to
construct a new Kent County Courthouse in
Warwick. As of June 30, 2006, there was
$56,685,000 outstanding.

Traffic Tribunal

In 2005, Rhode Island entered into a lease
agreement with a financial institution that issued
$21,565,000 in certificates of participation to
construct a new Traffic Tribunal in Cranston. As
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of June 30, 2006,
outstanding.

there was $20,765,000

Juvenile Training School

In 2005, Rhode Island entered into a lease
agreement with a financial institution that issued
$51,985,000 in certificates of participation to
construct a new Juvenile Training School,
including a Youth Assessment Facilities and a
Juvenile Detection Center. As of June 30, 2006,
there was $50,205,000 outstanding.

Master Lease
Telecommunications Equipment/Rolling Stock

On June 29, 2000, Rhode Island entered into a
lease agreement with a financial institution that
issued $9,525,000 of certificates of participation
for the purchase and installation of
telecommunications equipment, furnishings and
vehicles and rolling stock. The state also placed
$318,000 of taxable certificates at that time. In
June 2001, the state financed an additional
$3,150,000 of vehicles and trucks. In December
2002, the state financed $3,890,000 of vehicles
and trucks. In June 2005, the state financed
$6,950,000. In June 2006, the State financed an
additional $6.0 million. As of June 30, 2006,
$13,580,000 was outstanding. (See Appendix C
for debt service payments.)

Rhode Island Refunding Bond Authority

Rhode Island has entered into a loan and trust
agreement with the Rhode Island Refunding Bond
Authority, a public corporation which issued
$20,640,000 of bonds to provide for the advance
refunding of $18,640,000 of the state's general
obligation bonds. As of June 30, 2006, there were
no such bonds outstanding.

Rhode Island Refunding Bond Authority
(Rhode Island Public Buildings Authority)

Rhode Island has several lease arrangements with
the Rhode Island Refunding Bond Authority
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relating to capital projects financed by the former
Public Buildings Authority, at the request of the
state. In FY 1998, Rhode Island merged the
responsibilities of the Rhode Island Public
Buildings Authority into the Rhode Island
Refunding Bond Authority. As of June 30, 2006,
the Rhode Island Refunding Bond Authority had
$60,320,000 of bonds outstanding, the proceeds
of which were to finance such projects. (See
Appendix C for debt service payments)

Rhode Island Convention Center Authority

Rhode Island has entered into a lease agreement
with the Rhode Island Convention Center
Authority, a public corporation that was created
for the purpose of constructing, managing and
operating a convention center.

Pursuant to the lease agreement, the state will be
obligated to pay lease payments to the authority
sufficient to pay for the net operating
expenditures and debt service on the authority's
bonds relating to the project being financed. The
authority issued bonds for project expenditures
totaling $323,000,000. Including refunding bonds
that were issued to save interest costs, and the
issuance in June 2006 of $92.5 million of bonds
to finance acquisition and renovation costs of the
Dunkin Donuts Center, the defeasance of $90.085
million in May 2005, outstanding debt totaled
$287,185,000 as of June 30, 2006. In FY 2007
and FY 2008, the Governor recommends a
general revenue appropriation of $21.5 million
and $23.3 million. This includes estimated new
debt service relating to the Dunkin Donuts Center
Improvements. (See Appendix C for debt service
payments)

Rhode Island Depositors Economic Protection
Corporation

Rhode Island entered into a payment agreement
with the Rhode Island Depositors Economic
Protection Corporation ("DEPCQO"), a public
corporation created to issue bonds for the purpose
of protecting depositors of certain financial
institutions and credit unions in Rhode Island
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forced to close in January, 1991 owing to the
entry into conservatorship of the Rhode Island
Share and Deposit Indemnity Corporation, a
private deposit insurance fund. DEPCO'S bonds
were payable from a special revenue fund of
DEPCO to which payments are to be made by the
state, subject to annual appropriation, from certain
proceeds of state sales and use tax receipts or
from other funds appropriated by the General
Assembly for such purposes. The payment
agreement was effective simultaneously with the
issuance in June 1991 of $150.0 million of special
obligation bonds. In June 1992, an additional
$306.0 million of special obligation bonds were
issued. The Corporation issued refunding bonds
in FY 1993. The Corporation utilized these sales
tax proceeds and the proceeds from settlements to
gradually prepay all of the bonds, such that there
are now no special obligations outstanding.

Rhode Island Economic Development
Corporation

In February 1993, the Economic Development
Corporation issued $30,000,000 in taxable
revenue bonds on behalf of Alpha Beta
Technology, Inc. for acquisition, construction and
equipping of a new plant facility for the clinical
and commercial manufacture of
biopharmaceutical products. In January 1999, this
issue was placed in default. These bonds are also
secured in part by the corporation’s capital
reserve fund. The Economic Development
Corporation repaid the balance of the debt and
receivership costs by utilizing funds on hand in
FY 2000, the proceeds from the sale of the Alpha
Beta facility, and state appropriations authorized
during the 1999 General Assembly. The net state
appropriation disbursed was $5.6 million. The
EDC issued a new series of bonds in the amount
of $25.0 million in FY 2000 to finance the
purchase of the Alpha Beta building by
Collaborative  Smithfield Corporation. In
November 2000, Dow Chemical Corporation
assumed the bonds from the Collaborative
Smithfield Corporation. On April 26, 2006, the
total outstanding bonds were defeased and there
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was no debt outstanding as of June 30, 2006.
(See Appendix C for debt service payments).

In January of 1998, the Economic Development
Corporation issued revenue bonds in the amount
of $11,825,000 to finance improvements at
McCoy Stadium. These bonds are supported by
lease payments subject to annual appropriations.
As of June 30, 2006, $5,245,000 of McCoy
Stadium bonds was outstanding. (See Appendix C
for debt service payments)

In 1999, the Economic Development Corporation
issued revenue bonds in the amount of
$16,395,000 to finance improvements to the
University of Rhode Island power plant. These
bonds are supported by payments to purchase
steam over the life of the bonds. As of June 30,
2006, $12,869,000 of such bonds was
outstanding.

Garvee/Motor Fuel Tax Revenue Bonds

In November 2003, Rhode Island entered into a
payment agreement with the Rhode Island
Economic Development Corporation relating to
the issuance of $53,030,000 or Motor Fuel Tax
Revenue Bonds to provide funds for the State
match for certain major Transportation projects
funded by GARVEE bonds also issued by the
Corporation. In March 2006, a second series of
bonds totaling $42,815,000 was issued. These
bonds are secured by two cents of the gas tax
dedicated to the Department of Transportation,
subject to annual appropriation. As of June 30,
2006, there was $79,156,000 outstanding.

The GARVEE bonds, which are secured by
federal funds made available to the Department of
Transportation, are not considered part of the
State’s net tax supported debt. As of June 30,
2006 there was $305,235,000 outstanding, which
were supported by federal revenues.
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Rhode Island Housing and Mortgage Finance
Corporation

In April 2002, the State entered into a loan
agreement with the Rhode Island Housing and
Mortgage Finance Corporation relating to the
issuance of $13,060,000 of debt to provide funds
for the relocation of the Traveler’s Aid facility
and for the Neighborhood Opportunities
Program which provides affordable housing. In
2005, the State provided an additional
$2,250,000 for the Traveler’s Aid project
through the loan agreement. In 2006, the State
financed $5.0 million. As of June 30, 2006,
there was $18,756,000 outstanding.

Performance Based Obligations of the Rhode
Island Economic Development Corporation

Fidelity

In May 1996, the Economic Development
Corporation issued $25,000,000 of bonds to
finance infrastructure for Fidelity Investments.
These bonds carry a moral obligation of the state.
If at any time, certain reserve funds of the
Economic Development Corporation pledged for
this bond issue fall below their funding
requirements, a request will be made to the
General Assembly to appropriate the amount of
the deficiency. In addition, pursuant to the lease
the Economic Development Corporation entered
into with FMR Rhode Island, Inc. to secure the
bonds, credits are provided for lease payments if
certain targeted new job goals are met for the
financed project. Currently, it is projected that
these job goals will be met. If the job goals are
met, the Economic Development Corporation will
credit FMR Rhode Island, Inc.'s lease payments
and make annual requests to the General
Assembly for appropriations, which will be used
to pay the debt service on this bond issue. In May
2002, an additional $10.0 million of bonds with
similar provisions were issued.
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As of June 30, 2006, $31.154 million of Fidelity
bonds were outstanding. As shown on the EDC-
Fidelity debt service schedule, job rent credits are
expected to result in a state obligation of $2.3
million in FY 2007 and $3.0 million in FY 2008.
The FY 2008 obligation reflects projected
payments of $2.488 million on Phase I, plus $.5
million carryover payment, plus $.04 million due
on Phase Il. (See Appendix C for obligations)

Fleet

In November 1997, the Economic Development
Corporation entered into a similar agreement with
Fleet Bank; bonds issued for that transaction
totaled $11.0 million. As of June 30 2006,
$9,830,000 of Fleet bonds were outstanding.
Under the agreement, debt service on only $3.4
million of the debt would be reimbursed through
the applications of job rent credits. Job rent
credits are estimated to result in a state obligation
of approximately $.3 million per year if achieved,
as shown on the EDC-Fleet debt service schedule.
(See Appendix C for obligations)

Providence Place Mall

In May 2000 the Rhode Island Economic
Development Corporation issued revenue note
obligations in the amount of $40,820,000 to
finance a portion of the costs of the Providence
Place Mall. Such financing will be supported by
two-thirds of the sales taxes generated at the mall
(up to a cap of $3.68 million in years 1-5, and
$3.56 million in years 6-20) as provided in the
Mall Act (R.I.G.L. § 42-63.5-1 et. seq.) enacted
by the General Assembly in 1996 and by Public
Investment and HOV Agreement. It is expected
that sales tax revenues generated at the Mall will
be sufficient to fully support the revenue note
obligations. Sales tax generated at the Mall are
recorded as general revenues. The State is not
obligated to fund the note payments if the sales
tax generated is not sufficient.
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Tax Supported Debt Burden

In the determination of the debt burden of the
State of Rhode Island, the rating agencies take
into account all tax supported debts which are or
could be a future liability of the state. Therefore,
the definition of "tax supported debt" is more
expansive than the strict "voter approved" general
obligation category. In Rhode Island's case, the
state has indirectly extended its credit to quasi-
public agencies and authorities, such as the
Rhode Island Convention Center Authority,
through lease arrangements.

The amount of debt reflected is that which is
defined by Moody's Investors' Service in their
credit report as the debt outstanding that could
potentially be a liability of the state. It, therefore,
does not reflect offsets that will reduce the state's
payments on these debts, such as debt service
reserve funds, interest earnings, and other
revenue that could reduce the state's liability.
Rhode Island's net tax supported debt totaled
$1.5 billion as of June 30, 2006.

In evaluation of the state's credit, the rating
agencies review the state's ability to repay the
debt and all factors that could affect the issuer's
ability, (i.e., economy, budgetary issues,
management team, debt structure etc.).

One tool that can be used to measure a state's
debt burden or conversely capacity to take on
new debt is a "debt ratio.” According to the
2006 "Moody's Medians,” Rhode Island's net
tax-supported debt as a percent of personal
income of 4.1 percent in 2006 ranks fifteenth in
the nation. (Due to slight variations in
calculation methods, and timing, the state’s
number varies from Moody’s. Moody’s
medians for 2006 reflect net tax supported debt
as of calendar 2004). The national median is 2.5
percent of net tax supported debt as a percent of
personal income. From FY 2004 to FY 2006,
the national median remained constant while
Rhode Island’s decreased from 4.4 percent to 4.1
percent. This resulted in a movement to the
sixteenth place from twelfth place in Rhode
Island’s ranking released by Moody’s in 2004,
so Rhode Island’s relative position also
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continues to improve. This was the ninth
straight year of improvement. In 1996, Rhode
Island ranked third. In 1984, Rhode Island
ranked twenty-fifth in the nation with a ratio of
2.4 percent.

The Governor's recommended capital budget
will result in improvement in the state's ratio of
debt as a percentage of personal income, which
is expected to decline from 8.18 percent at the
end of FY 1995 to 3.8 percent at the end of FY
2007, to 3.26 percent in FY 2012. The Rhode
Island Public Finance Management Board
recommended credit guideline indicates that this
ratio should not exceed 6.0 percent. (See Public
Finance Management Board Section of this
document.)



Tax Supported Debt Burden

Net Tax Supported Debt As a Percent of
Personal Income
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General Obligation Debt Authorization

The State of Rhode Island has $408.7 million of
authorized but unissued general obligation debt as
of January 1, 2007. These authorizations have
been approved by the voters at various referenda.
Under the Constitution of Rhode Island, the
General Assembly has no power to incur debts in
excess of $50,000 without consent of the people,
except in the case of war, insurrection or invasion
or to pledge the faith of the state to the payment
of obligations of others without such consent. By
judicial interpretation, the limitation stated above
has been judged to include all debts of the state
for which its full faith and credit are pledged,
including general obligation bonds and notes,
bonds and notes guaranteed by the state and debts
or loans insured by agencies of the state such as
the Industrial-Recreational Building Authority.

Since 1979, the voters have authorized $2.431
billion of general obligation bonds. Of this
authorization, 35.0 percent or $851.2 million was
for Transportation purposes; 28.2 percent or
$684.4 million was for Natural Resource
purposes. Education reflected 17.3 percent of the
total amount authorized. Of the total $408.6
million of unissued debt, 27.2 percent or $111.2
million remains unissued for education purposes
and 225 percent or $92.1 million remains
unissued for transportation purposes. Natural
Resource purposes have $83.2 million of
authorized but unissued debt or 20.4%.
Authorized but unissued debt for general
government purposes is the next highest,
representing $82.0 millOon or 20.1 percent of the
total remaining unissued debt. This includes $50
million for affordable housing.

Due to concern about the increasing level of
authorized but unissued debt, the General
Assembly enacted a sunset provision relating to
general obligation bond authorizations. Chapter
438 of the Public Laws of 1988, which took
effect on December 31, 1991, provides that any
special act of the state that authorizes the issuance
of general obligation bonds or notes of the state,
which has a balance that remains unissued, and is
seven (7) years or older is invalid as to that
portion which remains unissued.
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Notwithstanding, the General Assembly may, by
special act, extend any authorization for a period
of one (1) to five (5) years upon a petition of the
Department of Administration. Such extension
may be granted more than one (1) time. Upon a
certification of the General Treasurer to the
Governor as to debt authorizations described
above and no longer extended, the authorization
shall not be deemed or counted toward the
authorized but unissued debt of the state.

The graphs, which follow, exhibit a historical
perspective of Rhode Island's debt by functional
category. The graph below exhibits the amount
of bond authorizations approved since 1979 for
the various functions of state government. The
top graph on the following page exhibits the
amount of general obligation bonds issued (cash
proceeds received) by functional category.
Transportation and Natural Resource projects
benefited by the highest percentage of bond
proceeds, reflecting 38.3 percent of the total
amount issued for Transportation and 29.7
percent for Natural Resources. Proceeds received
for Transportation projects totaled $759.0 million
while Natural Resource projects received $588.2
million. The graph on the bottom shows the
amounts that remain authorized but unissued as of
January 2007.

Debt Authorization by
FY 1979 - FY 2007

Natural Resources (28.1%) Transportation (35.0%)

General
Government (10.29%)

Public Safety
(2.8%)

Education (17.2%) Human
Services (6.5%)
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Debt Management Accomplishments

The State of Rhode Island has taken a proactive
role in the prudent management of the State of
Rhode Island’s debt. The state has emphasized
the need to restrict the extension of Rhode
Island’s credit to only those economic
development projects that yield economic
benefits. Examples of this performance-based
credit policy are the Fidelity and Fleet
transactions, which yielded a significant number
of new jobs. The Providence Place Mall
transaction, which provides performance-based
financial support for a tremendous economic
development project is yet another example of
the administration’s proactive role. The state’s
obligation to make payments is contingent upon
the achievement of specific new job creation
targets or on the generation of sales tax
revenues.

Credit Rating Upgrade by Three Major
Credit Agencies

To address concerns about Rhode Island’s debt
levels, the Administration has worked closely
with the Office of the General Treasurer to
pursue actions that may improve the state’s debt
position. In September 1999, this diligence was
rewarded when Moody’s Investors’ Service and
Fitch IBCA each upgraded the State of Rhode
Island’s credit ratings.

Moody’s from Al to Aa3
Fitch from AA- to AA
Standard & Poor’s maintained AA-

In November 2005, Standard and Poor’s
upgraded the state’s bonds from AA- to AA.

Standard and Poor’s from AA- to AA

The Standard and Poor’s upgrade reflected the
growth and diversification in the statewide
economy, consistent financial performance
through a national recession, and progress made
in managing long term liabilities.
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The discussion below describes some of the
Administration’s recent actions that contributed
to the upgrade in Rhode Island’s bond ratings.

The state traditionally provides financing for its
capital program by issuing general obligation
bonds in the summer or early fall. This timing
allows financing for projects contained in the
annual Capital Budget to be available at the
beginning of the fiscal year. The state,
represented by a team consisting of the state’s
financial advisor, the Office of the General
Treasurer, the Budget Office, and the state’s
underwriters, also continually monitors the
market for refunding opportunities, which would
allow Rhode Island to refinance outstanding
debt at lower interest rates. The Administration
has adopted a standard practice, which calls for
3.0 percent present value savings to determine if
an economic refunding makes sense. Since the
number of times tax-exempt debt can be
refunded is limited by the Tax Reform Act of
1986, Rhode Island should refund bonds
prudently.

The Administration and the Office of the
General Treasurer continue to monitor the
interest rate environment and watch for
opportunities to refund general obligation bonds
due to the low interest rate environment. Rhode
Island benefited from low interest rates from the
summer of 1997 to the fall of 1998, and later in
February 2001, December 2002, February 2004,
and September 2006, when it seized the
opportunity to refund and restructure some of its
debt. The state received competitive bids on its
current funding (“new money”) bond issue on
June 12, 1997, priced a general obligation
refunding on June 19, 1997, refinanced the
Economic Development Corporation’s debt on
the Shepard’s building on August 7, 1997,
restructured the bonds issued by the former
Public Buildings Authority in April 1998 and
May 2003, refunded general obligation bonds in
September 1998, February 2001, December
2002, February 2004, and September 2006, and
converted certain variable rate debt to fixed rate.
Each of these transactions is discussed below, as
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well as other transactions related to the state’s
net tax supported debt. Net tax supported debt
includes all debts supported by state
appropriations.

Blended Yield
General Obligation Refunding

In June and July of 1998, Rhode Island issued
$75.775 million of general obligation bonds and
$35.990 million of general obligation refunding
bonds. This new money issue provided funds for
the capital projects funded in FY 1999, and was
issued at a true interest cost of 5.18 percent. By
combining the new money and the refunding
issues into a single common plan of finance,
which is allowable under IRS regulations, the
state was able to increase the savings achieved
by the refunding. The refunding bonds were
issued at a true interest cost of 4.81 percent,
while the bonds refunded bore an average rate of
6.2 percent. This resulted in cash flow savings
of $2.5 million, or $1.0 million in present value
terms. In February 2004, the State executed a
similar transaction, combining $79.7 million of
new money bonds with $65 million of refunding
bonds. This resulted in $2.95 million of savings
in present value savings.

Refunding and Conversion of
Variable rate Debt

In September 1998, Rhode Island issued $82.7
million of refunding bonds, which yielded $3.1
million of cash flow savings and $2.4 million of
present value savings.

In February 2001, Rhode Island issued $55.9
million of refunding bonds at a rate of 4.57
percent, which yielded $2.4 million of cash flow
savings. The present value savings over prior
issues, which had sold at rates from 5.0 to 5.75
percent, was 3.18 percent of the amount
refunded. At that time, it also converted two
series of variable rate debt sold in 1998 and
1999 and outstanding in the amount of
$63,005,000 to fixed rate debt achieving a fixed
rate of 4.5 percent.
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Refunding of EDC
Shepard’s Building Lease Financing

In August 1997, Rhode Island refunded debt
originally issued by the Economic Development
Corporation in 1994 to finance the acquisition of
and renovations to the Shepard’s Building to
provide office space and educational facilities.
The debt was originally issued in the amount of
$34.070 million over thirty years. The state
refunded this debt through the issuance of
certificates of participation, achieving savings
due to lower interest rates and shortening the
amortization schedule to twenty years. The
payments for the issue were structured to offset
the cash flow savings generated by the general
obligation refunding in years two through five,
then graduated payments increasing less than 1
percent per year, thereafter. Since the
amortization was shortened, the savings are
achieved in the final eight years of the original
thirty-year lease revenue bond. The structure of
this $34.805 million refinancing will result in
$10.6 million of cash savings. This translates
into present value savings of $1.6 million.

As can be seen above, the state was able to
achieve significant debt service savings by
refunding and restructuring its obligations
through an integrated plan affecting both general
obligation debt and appropriation backed debt.

Quasi Public Agency
and Authority Obligations

Although created as independent authorities,
certain financial obligations of quasi-public
agencies and authorities are ultimately the
obligations of the State of Rhode Island. This is
often through leases or moral commitments that
are subject to annual appropriation. Therefore,
the prudent and sound administration of the
state’s debt and its financial obligations is
dependent upon close scrutiny of these quasi-
public agencies. During FY 1997, the
Administration took a proactive role in decisions
made by these agencies that resulted in a
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positive impact on the state budget and
ultimately the taxpayers.

The actions discussed below exemplify the
importance of an influential role of the executive
branch on the actions of quasi-public agencies.

Convention Center Authority

In the FY 1998 Budget, the Administration
proposed that the lease payment to the
Convention Center Authority could be reduced
by $9.2 million if the Legislature approved
proposed statutory changes. The Administration
proposed a change that would allow the
authority to restructure its operating and debt
service reserve funds by replacing cash and a
letter of credit with a surety policy. The
Legislature approved this statutory change in the
FY 1998 enacted budget, and the authority
executed a transaction in the spring of 1998.
The transaction actually yielded $3.2 million
more than anticipated.

In November 2001, the Convention Center
Authority refinanced the 1993 Series A bonds
outstanding in the amount of $91,885,000 by
issuing a synthetic fixed rate obligation. The
Authority issued variable rate debt and
simultaneously entered into a swap which
essentially yield a fixed rate for the Authority.
The coupon rate on the swap is 3.924%; the “all-
in” rate, which takes into account all ongoing
costs, is 4.25%. The coupon on the old debt was
5.71%. The total present value savings are $8.4
million, over 8% of the bonds refunded.

During June 2003, the Authority issued
$58,285,000 of 2003 Series A Refunding
Revenue Bonds, resulting in net present value
savings of more than $4,093,000 or 6.64% of the
par amount refunded. The $58,285,000
refunding bonds were insured by FSA and sold
at an overall interest cost of 4.3% which
compares to 5% on the prior debt. The
refunding bonds will be due May 15, 2016 —
2020, as were the prior bonds. The Authority
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will realize debt service savings in each fiscal
year, beginning with 2004.

In May 2005, the Convention Authority
defeased $90.085 million bonds as a result of the
sale of the Westin Hotel.

Rhode Island Public Buildings/
Rhode Island Refunding Bond Authority

In  the 1997 legislative session, the
Administration worked with the Legislature to
transfer all the responsibilities and financial
obligations of the Rhode Island Public Buildings
Authority to the Rhode Island Refunding Bond
Authority. In doing so, over time the state will
save a good portion of the annual appropriation
that was made to the inactive Public Buildings
Authority, and will benefit by the streamlining
of its debt issuing authorities.

In January 1998, the newly consolidated Rhode
Island Refunding Bond Authority began
investigating the feasibility of refunding certain
obligations of the former Public Buildings
Authority in order to improve both the state’s
outstanding debt position and achieve debt
service savings over the life of the bonds. The
Capital Budget presentation reflects a
transaction executed in April 1998 that resulted
in savings of $1.5 million and shortened the life
of the bonds from 2011 to 2010.

In May 2003 the Authority issued $67,625,000
State Public Projects Revenue Bonds, Series
2003 A dated April 1, 2003 to refund the
outstanding principal totaling $84,910,000 of
State Public Projects Revenue Bonds, 1993
Series A originally issued by the Rhode Island
Public Buildings Authority. By executing this
transaction using debt liberated service reserve
funds of $15,188,000, the State achieved net
present value savings of $5.8 million.
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Rhode Island Turnpike
and Bridge Authority Defeasance

In August 1997, the RI Turnpike and Bridge
Authority issued $42,985,000 of refunding
revenue bonds that defeased four series of bonds
outstanding in the amount of $41,355,000, of
which $31.0 million was guaranteed by the state:

1965 Series A $6,480,000
1965 Series B $3,875,000
Series 1965 (Guaranteed)  $17,500,000
Series 1967 (Guaranteed)  $13,500,000
Total $41,355,000

By issuing new bonds under a new modernized
Revenue Bond Resolution, the Turnpike and
Bridge Authority escrowed sufficient funds to
satisfy the refunded bonds thereby releasing the
state from its guarantee of $31.0 million of debt.
This transaction resulted in a slight present value
loss of $377,592, or .9 percent, but the future
benefits include:

1) Increased flexibility for the authority with
respect to more modern financing
techniques;

2) Increased flexibility for the authority to
finance integral transportation support
systems providing access to the bridges; the
transaction freed up $10.0 million in FY
1998, which the authority will use to finance
improvements to related transportation
infrastructure (feeder roads);

3) Increased flexibility for the authority with
respect to revenue generation from tolls;

4) Releasing the state from its guarantee to pay
principal and interest on the bonds in the
event toll revenues were insufficient.
(While there is some intrinsic value to the
state due to the Rhode Island Turnpike and
Bridge Authority bonds no longer being
guaranteed, the rating agencies had not
considered this debt as “tax supported debt”
since the authority had proven its ability to
service the debt.)
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DEPCO Defeasance

Since 1998, the Depositors Economic Protection
Corporation (DEPCO) has retained all of the
excess dedicated sales tax and received funds
from settlements and legal proceedings, which it
has used to prepay a significant amount of debt.
In September 1997, DEPCO announced that the
corporation would receive $103.0 million from a
legal settlement with Ernst & Young, which,
after expenses, would result in $89 million of net
proceeds to be used for debt reduction. This
settlement, combined with of cash on hand at the
time, resulted in the defeasance of $107.8
million of outstanding bonds in December 1997.
This resulted in interest cost savings of
approximately $109.0 million over the life of the
debt. Additional prepayments have occurred
with relative savings. The defeasance, made
possible from settlement funds and excess sales
taxes allowed DEPCO to repay all bonds in FY
2001 (8/1/2000), twenty two years sooner than
the original pay down schedule.

General Obligation Bond Defeasance

In June 2000, the State of Rhode Island defeased
$4,415,000 of the 1992 refunding general
obligation bonds which were to mature in 2007.
The defeasance was funded by proceeds in the
Sinking Fund and savings will total $1.9 million,
or $275,938 per year. However, only $83,462 of
these savings was general revenue savings and
$192,476 were gas tax savings.

General Obligation Variable Rate Debt
Program

During the 1997 Legislative session, the General
Assembly enacted legislation, proposed by the
General Treasurer, which would allow Rhode
Island to issue general obligation bonds in a
variable rate mode. In July 1998, the Budget
Office participated in interviews and the
selection of an underwriter for the state’s first
issuance of variable rate debt. The ultimate
statewide variable rate exposure depends upon
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the development of a debt policy focused on
asset/liability matching, as well as the savings
potentially generated by low interest rates, and
an internal policy to limit variable rate exposure
to no more than ten percent of total debt. To
date, $36.5 million of variable rate debt was
issued in June 1998, $32.390 in September
1999, and $31.365 million in July 2000. The
Administration and the Office of the General
Treasurer monitor the interest rate environment
and transitioned the 1998 and 1999 series of the
variable rate debt into a fixed rate mode in
February 2001 due to lower long term fixed
rates. This will provide future capacity for the
variable rate debt as conditions change. An
average interest rate of 4.0 percent is assumed in
the budget for variable rate debt.

Transportation Debt Service

In conjunction with the issuance of variable rate
debt for the Department of Transportation, the
Administration will structure the repayment of
this debt such that the spikes in the
Department’s projected debt service will be
leveled off. The recommended structure,
including the cost savings variable rate mode
and the carefully developed amortization
schedule, will serve to provide a greater sense of
stability to the Department of Transportation’s
budget.

State Lease Program

After review of existing practices and processing
requirements with respect to vendor leasing, in
September 1999 Rhode Island issued a request
for proposals to secure a leasing relationship
with a financial institution. The purpose of this
engagement was to ensure that the State was
obtaining the lowest cost of financing on lease
purchases and to streamline the process.
Financing was provided at twenty basis points
above a prevailing market scale. The state
solicited competitive bids for the issuance in FY
2005 FY 2006 and the rates obtained were
market rates on the date of the sale.
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Debt Defeasance
Utilizing Proceeds from Securitization of
Tobacco Master Settlement Revenues

In June 2002, the Tobacco Settlement Financing
Corporation (TSFC) was created for the purpose
of securitization of the state’s future revenues
due under the Master Settlement Agreement
entered into by the Attorney General in
November 1998 relating to tobacco. The
Corporation issued $685,390,000 of bonds to
finance the acquisition of one hundred percent of
the “state’s tobacco receipts”. The net proceeds
of the sale, after funding the cost of issuance,
capitalized interest, and the debt service reserve
account, totaled $544.2 million. The state
utilized $295.3 million in June 2002 to defease
$247.6 million of outstanding general obligation
and certificate of participation debt (or $295.5
million reflecting the accreted value of capital
appreciation bonds), and the remaining $248.9
million was made available for operating budget
expenditures in FY 2002 — FY 2004.

The debt defeasance resulted in debt service
savings of $51.6 million in FY 2003 and total
savings through FY 2012 of $343.5 million.
Because the defeased debt is funded by an
escrow established with the cash from the
securitization, those bonds are no longer
considered a debt of the state. Additionally,
since the bonds issued by the Tobacco
Settlement Financing Corporation are secured
solely by pledged tobacco revenues, the TSFC
bonds are not a debt of the state. The impact of
this transaction was to reduce the state’s
outstanding debt, thereby improving its debt
ratios. The state has shifted the risk of non-
collection of master settlement revenues to the
holders of the TSFC bonds. It should be noted
that since this June 2002 transaction, there have
been many large issues executed by other states.
Some states who have not yet issued are
considering a state guarantee or moral obligation
in order to make the bonds more appealing to
bond purchasers. The State of Rhode Island did
not provide such a pledge when it securitized its
rights to receive the tobacco master settlement



Debt Management Accomplishments

revenues. Although municipal rates overall have
declined as of February 2003, the State of
California tobacco securitization bonds sold at
rates higher relative to the market than the State
of Rhode Island transaction in June 2003.
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Debt Reduction

The Governor’s recommended FY 2008 Capital
and Operating Budgets reflects debt reduction
during FY 2002 using resources from the
proceeds of Tobacco Securitization Bonds to
defease $247.6 million of debt ($295.5 million

reflecting the accreted value of capital
appreciation bonds). This defeasance of
outstanding general obligation debt and

certificates of participation using the proceeds of
bonds which are not considered state debt,
resulted in a significant reduction in Rhode
Island’s net tax supported debt position. The use
of these accelerated Tobacco Settlement
resources accelerated the trend of reducing net
tax supported debt beyond that which had been
displayed in previous Capital Budgets. It also
resulted in $40.7 million of debt service savings
in FY 2008, providing significant budget relief.

The Schedule below displays the enacted
estimate of general revenue savings and the
actual savings by source of funds:

Budgetary Savings from Defeasance

Actual Actual

General Other Actual

Revenue Funds Total
FY 2003 37.1 145 51.6
FY 2004 34.3 12.8 47.1
FY 2005 28.2 12.1 40.3
FY 2006 28.3 11.0 39.3
FY 2007 25.6 7.7 33.3
FY 2008 26.3 144 40.7
FY 2009 20.7 14.1 34.8
FY 2010 17.1 12.0 29.1
FY 2011 8.8 11.3 20.1
FY 2012 5.3 1.7 7.0

*See Appendix D for additional information concerning
components of other funds (DOT, RIPTA, Narragansett
Bay Commission).

The reduction in state debt of $247.6 million at
the end of FY 2002 resulted in significant
improvement in our debt position compared to
that which would result without use of proceeds
from Tobacco Securitization for defeasance. As
shown below, Rhode Island’s net tax supported
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debt position was $1.287 billion at the end of FY
2004. Without this defeasance, it would have
been $1.531 billion. As expected, this improved
the state’s projected debt ratios through FY
2012. In 2006, according to Moody’s medians
Rhode Island ranked sixteenth in the country in
terms of debt as a percent of personal income,
reflecting an improvement of eleven positions
compared to FY 2000.

Projected Net Tax Supported Debt

Assuming No After
Defeasance Defeasance
FY 2002 $1.288 $1.531
FY 2003 $1.281 $1.489
FY 2004 $1.335 $1.510
FY 2005 $1.389 $1.538
FY 2006 $1.537 $1.660
FY 2007 $1.696 $1.795
FY 2008 $1.703 $1.772
FY 2009 $1.717 $1.764
FY 2010 $1.714 $1.739
FY 2011 $1.701 $1.708
FY 2012 $1.677 $1.677

Projected Debt As A Percent of
Personal Income

Assuming No After
Defeasance Defeasance

FY 2002 3.93% 4.67%
FY 2003 3.80% 4.41%
FY 2004 3.73% 4.22%
FY 2005 3.72% 4.12%
FY 2006 3.94% 4.25%
FY 2007 4.13% 4.37%
FY 2008 4.05% 4.22%
FY 2009 3.82% 3.93%
FY 2010 3.64% 3.70%
FY 2011 3.46% 3.47%
FY 2012 3.26% 3.26%



Debt Reduction

Sinking Fund Proceeds Used to Defease
State Debt

During the 1998 legislative session, the Sinking
Fund Commission was reconstituted and given
the responsibility of overseeing a program of
debt reduction that would be the result of the
increased allocation of current revenues to
defease or prepay debt. In FY 1999 and FY
2000, $4.0 million and $.86 million,
respectively, of general revenue appropriations
were enacted by the General Assembly for such
purpose. Additionally, in FY 2000, $7.9 million
of bond interest earnings, fund earnings and
other transfers were deposited in the fund. In FY
2000 the Sinking Fund authorized $5.8 million
in expenditures to cover a portion of the Alpha
Beta debt. Sinking funds were used, along with
reserve funds and proceeds from the sale of the
building, to satisfy the debt. Receivership assets
reimbursed a portion of this expenditure,
resulting in a net payment of $5.6 million. In
June 2000, the State of Rhode Island defeased
$4,415,000 of the 1992 refunding general
obligation bonds which were to mature in 2007.
The cost of the defeasance was $4.5 million. The
defeasance was funded by proceeds in the
Sinking Fund and savings will total $1.9 million,
or $275,938 per year until 2007. Of the total
annual savings, $83,462 of these savings were
general revenue savings and $192,476 were gas
tax savings.
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Net Tax Supported Debt
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Public Finance Management Board Debt Study

As required by law, the Public Finance
Management Board releases an annual report on
Rhode Island debt. First issued in December
1998, this comprehensive report was prepared
by the staff of the General Treasurer’s Office.
The study provided a historical perspective of
the State of Rhode Island’s tax supported and
other debt, and recommended certain credit
guidelines to monitor state debt. The board
adopted several guidelines, which were later
amended in March 2000 to the following:

Credit Guideline 1:

Tax Supported Debt should not exceed 5.0 to 6.0
percent of personal income, and annual debt
service for Tax Supported Debt should not
exceed 7.5 percent of state general revenues.

Explanation: Tax Supported Debt is a state’s
core debt. General revenues and taxes secure
this debt. The credit rating of the largest
component of Tax Supported Debt, general
obligation bonds, is the benchmark for the credit
rating for several other state debt issuers. The
recommended limits on the total amount and the
burden on the state’s budget are based on a
combination of factors including historical
trends in Rhode Island and ratios of peer states.

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
Rhode Island’s personal income levels.

Explanation: These three types of debt are
directly payable from or represent a contingent
obligation/relationship on the state’s financial
resources. Overall levels should be monitored
so that trends in the total amount and the relative
levels of each are understood.

Credit Guideline 3:

If a Guideline is exceeded due to economic or
financial circumstances or if the Governor and
the Legislature determine that extraordinary
infrastructure needs exist, the Board should
request that the Governor and the Legislature
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recommend a plan to return debt levels to the
Guideline within 5 years.

Explanation: The Credit Guidelines may be
exceeded temporarily under certain
extraordinary conditions. If exceeded, the state
should take steps to return debt levels to
recommended levels within a manageable period
of time.

The Capital Budget presents these guidelines
and the projected debt ratios resulting from the
Governor’s recommended Capital Budget. As
can be seen in the section entitled “Tax
Supported Debt Burden”, the recommended
Capital Budget projects a ratio of debt to
personal income which is well within the
recommended 5.0 to 6.0 percent guideline,
decreasing from 8.4 percent in FY 1994 to 3.26
percent in FY 2012. The projected ratio of debt
service to general revenues is also within the
recommended guideline of 7.5 percent. It is
projected to range between 5.2 percent and 6.03
percent over the five year planning horizon. It
should be noted that the debt service projections
are based upon the currently outstanding
variable rate and fixed rate debt and only fixed
rate issuance in FY 2007 and thereafter. The
Administration will continue to take such
actions that will reduce debt service obligations,
such as refundings and the implementation of a
prudent variable rate program, and will closely
monitor the growth of debt service expenditures.
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Department of Administration

Agency Responsibilities

Executive Order 04-04 created two new programs
within the Department of Administration, the
Division of Facilities Management and the
Division of Capital Projects and Property
Management. At least one of these new programs
will be involved in most projects funded in this
capital budget, either in a direct oversight or
advisory capacity. Those capital projects listed
under the Department of Administration in this
year’s capital budget document are those for
which the Department is either directly
responsible or those that benefit several
departments or agencies. Projects such as the
State Police Headquarters project, although being
managed by the Division of Capital Projects, are
shown under the respective agency directly
benefiting from the project.

Facilities Maintenance — Executive Order 04-04
stated that the new Division of Facilities
Maintenance “will perform coordinated facilities
management for state departments and agencies,
including, but not limited to: operation,
maintenance and repair of buildings, grounds,
central HVAC, power plants and other facilities.
The Division may contract or delegate such
services as it deems appropriate.” The capital
improvement program for the Department of
Administration as presented in this year’s capital
budget document is primarily directed towards
the repair and rehabilitation of those buildings
that have been under the direct jurisdiction of the
department for many years. These facilities
include the State House, the William Powers
Building (Department of Administration), the
Cannon Building (Department of Health), the
State  Office  Building (Department of
Transportation), and various other structures. This
program is also assuming responsibility for most
of the facilities at the Pastore Center, Zambarano
Campus, and the Veteran’s Home.

Capital Projects — Executive Order 04-04
established the new Division of Capital Projects
and Property Management and provided this new
division with the responsibility for “the planning,
design and construction of new state facilities and
the major renovation of existing buildings.” In
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this capacity, this new program will be directly
involved in most major construction projects
undertaken by the various Executive Branch
agencies and will lend assistance to other
agencies as requested. As stated above, those
construction projects that have been included in
the capital improvement plan in prior years are
still displayed in this year’s document under the
agencies with primary responsibility for the
project. However, the new program of Capital
Projects has begun to take a direct role in the
execution of many of these projects, to include
the Youth Training School facility and the new
State Police Headquarters.

Land Use Planning — The Comprehensive
Planning and Land Use Act of 1988 requires all
Rhode Island cities and towns to submit
comprehensive land use plans to the state for their
communities. This act also provided for a
program of technical and financial assistance for
municipalities to encourage and facilitate the
adoption and implementation of comprehensive
planning throughout Rhode Island. The financial
assistance portion of this program was financed
with $2.5 million in bond proceeds authorized by
Chapter 552 of Public Law 1989. The
Department of Administration is responsible for
disbursing this funding to cities and towns in
order to compensate them for their participation
in the compilation of the Comprehensive State
Land Use Plan.

Affordable Housing — The Office of Housing
and Community Development within the
Department of Administration oversees the
Affordable Housing program. This program is
responsible for encouraging and supporting the
development of affordable housing throughout
Rhode Island. Financial assistance is provided to
developers to encourage the construction of
affordable housing units and also to low-income
families to assist them in obtaining suitable
housing. Two funding sources are available for
this program including the Neighborhood
Opportunities Program, which has been funded
by the state in various ways since fiscal year
2000, and the Affordable Housing bond
authorized by the voters in November 2006.
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Governor's Recommendations

Facilities Maintenance

State House Terrace Walls and South Stairs — The
major components of the State House Terrace and
South Stairs project have been completed. Work
has included the dismantling and reconstruction of
the exterior marble terrace walls and south stairs,
using new marble where necessary, the
installation of an impermeable membrane, repairs
to drains, and replacement of broken pavers. The
Governor recommends expenditures of $24,081 in
FY 2007. This funding will be used to close out
portions of ongoing projects.

State House Renovations - The Governor recom-
mends a total of $20.9 million from FY 2007
through FY 2012 for renovations and
rehabilitation of the Rhode Island State House.
Approximately $8.9 million from the Rhode
Island Capital Plan Fund has been expended on
the ongoing segments of this project prior to FY
2007. The expenditures recommended for this
project are $948,928 in FY 2007, which include
$530,000 of enacted funds plus $418,928 of FY
2006 reappropriated funds. $4.0 million in FY
2008, $2.0 million in FY 2009 and FY 2010, and
$6.0 million in FY 2011 and FY 2012. The entire
project would be funded with RICAP funds.

The State House is in need of many upgrades
including the installation of a building-wide
generator to operate the entire State House during
power outages. The current generators were
originally sized for emergency management
operations only, resulting in the loss of most
lighting, office machines, heat, computers,
telephones, and elevators during power outages.
This project would also involve painting of
exterior sash and doors and other restoration to
preserve and prevent further deterioration. The
fire alarm system, the completion of which had
been delayed in order to install the new security
systems, will be a top priority for completion in
FY 2007, in addition to expansion of the fire
sprinkler system in accordance with new fire code
regulations. Future work under this project will
also include restoration of six public restrooms
and relocation of a sewer line in the subbasement.
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The final, and most expensive phrase of this
project will be the engineering, design, and
installation of a new HVAC system

Pastore Center/Zambarano Repairs and
Rehabilitation
Pastore Center Environmental Mandates - The

Governor recommends $250,000 from FY 2008
though FY2012 for Environmental Mandates.
Prior to FY 2007, this project was managed by
the Department of Mental Health, Retardation
and Hospitals and prior expenses, plus FY 2007
funding, is still shown under that agency’s
section of the capital budget. As part of its
assumption of responsibility for the Pastore
Center, the Division of Facilities Management
has taken over this, and several other Pastore
Center projects.

Pastore Center Fire Code Compliance - The
Governor recommends $3.7 from the Rhode
Island Capital Plan Fund for this project from FY
2008 through FY 2011. The upgrades include the
installation and/or upgrade of fire alarms and
sprinkler systems to comply with the State’s new
Fire/life Safety Code, which went into effect in
February 2004. As the State Fire Marshal
identifies  deficiencies at the complex,
engineering and  construction  will  be
implemented to remedy the problems.

Pastore Center Rehabilitation — DOA Portion -
The Governor recommends a total of $6.0 million
through FY 2012 for renovations to and
rehabilitation of the buildings at Pastore Center.
This project is to fund the major
maintenance/capital repair for seven (7)
buildings at the Pastore Center, now under the
responsibility of the Division of Facilities
Management. These buildings are comprised of
about 120,000 SF of floor space and house a
variety of governmental agencies. Various code
and structural deficiencies of these buildings
will be addressed.

Pastore Center Sewer Improvements — Several
agencies on the Pastore Center campus have been
cited for violating the Sewer Ordinance of the
City of Cranston. The facilities, in some cases,
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admit rags, paper, plastics and excessive grease
into the sewer piping system. The state faces fines
of up to $5,000 per day for these violations. The
Governor recommends $2.1 million for the
installation of grinding and screening equipment
and grease interceptors to eliminate the
violations. This project will be completed during
FY 2007.

Pastore Power Plant Rehabilitation - The
Governor recommends funding of $2.0 million in
FY 2008 and $2.1 million in FY 2009 to continue
work on the Pastore Center Power Plant. The
Pastore Center has a Central Power Plant with the
capability to co-generate electricity. A
renovation project to expand the building and add
two new gas turbine generators and the 200,000
pounds per hour of steam production capability
has been completed (shown under MHRH). In
addition to the new construction, the project
included removal of three underground storage
tanks and remediation of an estimated 6,000 tons
of contaminated soil. This environmental cleanup
project was estimated to cost $1,400,000 and was
undertaken in July 2005. Boiler No. 7 has an
integral role to play in the strategy for the Power
Plant to be a reliable, and an economic source of
steam and electricity for the Pastore Center.
Specifically, this boiler needs to be a reliable
source to produce 100,000 Ib/hr of steam. Every
other major piece of equipment is either new or
has just been completely overhauled. However,
this boiler is 50 years old and has need for a
major overhaul.

Pastore Center Utilities Upgrade - The
Governor recommends a total of $20.0 million for
upgrades to the utility infrastructure at the Pastore
Center, $ 4.0 million annually from FY 2009
through FY 2013. This project is to fund capital
repairs and improvements to steam and electric
distribution systems on the Pastore Center. The
repair or replacement of steam lines is
economically justified because it reduces the
energy lost through steam leaks and conduction
where there is no insulation. There are three
generic justifications for upgrading the electrical
power distribution system. The existing system
cannot support the new DCYF Training School,
the DOC Re-Integration Center, the new State
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Police  headquarters and  other  future
construction projects.  Reduce the risks of
electrical blackouts to the critical state

operations such as the prisons, hospitals, DCYF
and other future state entities. In recent years,
three electrical fires in the underground
distribution system have disrupted service to
major parts of the campus for an aggregate of 11
days. During these outages the prison, the
hospital and DCYF were dependent on their
emergency generators.

Pastore Center Utility Systems Water Tanks and
Pipes - The Governor recommends $2.0 million
to upgrade the water tanks and pipes at the
Pastore center. The funding is as follows:
$480,000 in FY 2008, $520,000 in FY 2009,
$415,000 in FY 2010, and $620,000 in FY 2011.
The purpose of this project is to identify and
address deficiencies at the Pastore Center with
respect to water supply and distribution. In 1997
an engineering analysis, using a computerized
Hydraulic Model, indicated that 80 out of 99 fire
hydrants on campus could not supply sufficient
water for fire fighting. The study recommended
capital improvements to correct these
conditions. The Department recommends doing
these improvements in phases.

Zambarano Utilities and Infrastructure - The
Governor recommends a total of $2.6 million
through FY 2012 for repairs at the Zambarano
campus. The expenditures recommended for this
project are $151,333 in FY 2007, $600,000 in FY
2008 though FY 2010, and $300,000 in FY 2010
and FY2011. This project provides for capital
repairs to various buildings and equipment at the
Zambarano campus in Burrillville. The effort
spans multiple years and fulfills the state’s
responsibility to furnish domestic water,
wastewater disposal, heat and electricity to the
institutional clients on campus. The Zambarano
campus is comprised of 29 buildings, 308,000
SF, on 460 acres of land.

Other State Facilities Repairs and Rehabilitation

Veterans Memorial Auditorium/Office Building
— The Veterans Auditorium, although operated by
the Veterans Auditorium Foundation, a private
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non-profit organization, is a state-owned facility
and has been the responsibility of the Division of
Facilities Maintenance. Under an agreement
between the State of Rhode Island and the
Veterans Memorial Auditorium Foundation, the
Foundation  will assume full operational
responsibility for this facility and the adjacent
Office Building as of July 1, 2009. In accordance
with this agreement, the state has agreed to bring
the facility into full compliance with all fire and
life safety codes. This work has all been
completed. The final work being performed on the
facility was the replacement of the roof. The
Governor recommends a total of $1.3 million for
the roof project, with $536,861 expended prior to
FY 2007, and the balance of $794,143 to be spent
in FY 2007.

Cannon Building (Department of Health) - This
building was built in 1967. Normal wear and tear,
increased electrical demand with the advent of
computers and other office equipment, and
improvements in HVAC and controls technology
require significant renovations to this facility.
Ongoing work in this facility includes repairs and
replacement of sections of the roof, replacement
of the building’s fire alarm system, and
replacement of ceilings throughout the building.
Funding of $2.4 million is recommended for this
project, of which $708,735 million was expended
prior to FY 2007. Funding of $179,381 is
recommended in FY 2007, $200,000 in FY 2008,
$745,000 in FY 2009, and $570,000 in FY 2010.

Cranston Street Armory - The Military Staff
vacated this early 1900s era building during the
fall of 1996 and transferred ownership to the
Department of Administration. The state, in
cooperation with the City of Providence, the
Providence Preservation Society and the
Elmwood Neighborhood Association, sought
proposals for the future development of this
property. Although many ideas have been
generated for how to best reuse this historic
facility, no final determination has been made on
future use. One of the leading options has been to
make the Armory available to television and
movie production companies for use as a sound
stage. During calendar year 2006, a major
production company used the Armory for a
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movie production. Another potential use of the
Armory, particularly the two towers, is for office
space for state agencies, to this end, the office of
the State Fire Marshal is planning to move into
this building before the end of fiscal year 2007.
To accomplish this, some immediate work is
required in the tower the Fire Marshal will
occupy. To accomplish this work, the Governor
recommends funding in FY 2007 of $781,453,
which includes $331,483 in funds reappropriated
from FY 2006 combined with new funding of
$450,000. Overall, the current capital plan
proposes to fund $12.5 million from the Rhode
Island Capital Plan Fund, of which $5.2 million
was spent prior to FY 2007. Funding of
$781,453 in FY 2007, $1.5 million in FY 2008,
$500,000 in FY 2009 and FY 2010, and $2.0
million in FY 2011 and FY 2012 is recommended
for this project. The majority of this funding will
be used to secure and stabilize the exterior
masonry of the Armory.

Eisenhower House — The Governor recommends
$50,000 for general repairs to this facility located
at Fort Adams State Park in Newport. $33,446
was spent prior to FY 2007, and $16,554 is
funded in FY 2007 to complete this project.

Environmental Compliance — In order to promote
compliance by state agencies with state and
federal environmental laws and regulations, the
Department of Administration established an
Environmental Compliance Unit in FY 1999. The
Governor recommends funding of $3.5 million
through FY 2012 for continuing environmental
compliance activities. This funding will address
environmental issues beyond the scope and
requirements of the underground storage tank
replacements, including funds to address the pre-
existing environmental compliance issues at the
airports, funds for which are required pursuant to
the lease between the state and the Airport
Corporation.

Replacement of Fueling Tanks - The Governor
recommends funding of $600,000 in FY 2008,
and $600,000 in FY 2009 for the replacement of
fuel tanks around the state. The State of Rhode
Island operates and owns 18 fueling stations for
state vehicles. Tanks that have reached over 20
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years in age should be replaced. The change in
fuel composition to an ethanol blend has also
increased the risk of tank failure and consequent
leaking into the environment. Five fueling
stations of the 18 now need to have tanks
replaced.

ESCO performance Contracting Program - The
Governor recommends $6.0 million to fund this
project with Certificates of Participation. The
recommendation is $4.2 million in FY 2007 and
$1.8 million in FY 2008. The performance
contracting program for the Powers, Chapin and
Cannon Buildings will include boiler and chiller
replacements, lighting upgrades with controls,
energy management system improvements,
building envelope and water conservation
initiatives. The performance contracting
program will enable the Rhode Island to manage
its rising energy costs and to improve the capital
infrastructure with no up-front costs.

Fire Code Compliance — State Buildings - The
State of Rhode Island substantially revised fire
code laws and regulations during 2003. These
changes will require substantial renovations and
improvements to various state facilities in the
next few years. The Governor recommends
allocating $2.5 million from the Rhode Island
Capital Plan Fund from FY 2007 through FY
2011. The allocation of these funds is $537,268
in FY 2007 and $500,000 annually from FY 2008
though FY 2011. The State Fire Marshal
inspected many state buildings during FY 2004
and FY 2005 and provided reports to the state on
the outcomes of these inspections. With this
inspection data, the Division of Facilities
Maintenance will utilize funding available in FY
2006 to develop architectural and engineering
plans for bringing any non-compliant facilities up
to code. Actual construction and renovation work
would likely begin in FY 2007.

Chapin Laboratory Building - This building
houses the Health Laboratories and the Office of
the State Medical Examiner. Components of this
project have included the replacement of the
building’s two chillers and cooling tower,
renovation and upgrade of the HVAC and air
handling system, replacement of the roof, and
various other internal renovations. Due to the

43

uses of this building, proper air conditioning and
ventilation systems are essential to prevent
pathogens and odors from being spread
throughout the building. Continuing work will
include renovation to the building’s parking lot,
interior renovations and further work on the
HVAC system. Funding of $2.0 million from the
Rhode Island Capital Plan Fund is recommended
for this project, of which $1.8 million was
expended prior to FY 2007. Funding of $30,836
in FY 2007 and $125,000 in FY 2008 is
recommended. The Governor is recommending
the sale of this facility as part of the FY 2008
Budget, with the Department of Health leasing
the building back until such time a new
laboratory facility can be constructed. Until this
sale is approved and lease arrangements
determined, responsibility to maintain this facility
will remain with the Division of Facilities
Management.

Ladd Center Water System - The Governor is
recommending a total of $560,433 from the RI
Capital Plan Fund for this project. It will
include $50,000 in FY 2008, $505,477, in FY
2009, and $4,956 in FY 2010. Responsibility for
the Ladd Center water system has been turned
over to the Division of Facilities management by
the Quonset Development Corp. The water
system is in need of repairs. Before embarking on
recommended repairs the Division will have a
study done to determine whether there are more
feasible options, such as replacing the water
system with wells since there currently are only
two customers (the Veterans Cemetery and the
Job Corps).

Lead Mitigation/Code Compliance — The State of
Rhode Island enacted legislation requiring the
mitigation of lead hazards in residential settings.
The state is current reviewing 225 potential
facilities that may require mitigation. Funding of
$1.6 million is recommended between FY 2007
and FY 2011 to address this need.

McCoy Stadium — Over 1998 and 1999, the State
of Rhode Island financed and managed a
construction project to upgrade McCoy Stadium
in Pawtucket, the home of the Pawtucket Red
Sox, a Triple-A baseball franchise. The state’s
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share of this project was $14.5 million. This
initial project, however, did not address all
structural issues with this facility. Additional
work required includes improvements to drainage
systems, parking lot paving, outfield lighting and
roof repairs. The Governor recommends total
funding of $1.3 million through FY 2008 for
work on this facility in order to protect the state’s
initial investment. As part of this project, the state
has secured a five-year extension of the lease on
this facility.

Old Colony House (Newport) - This structure,
which served as one of the first statehouses in
Rhode Island and is home to a Gilbert Stuart
painting of George Washington, requires
significant repairs and renovations to preserve the
historic nature of the building. Included in this
project are various renovations to meet fire code
requirements, upgrades to the electrical systems
to safely support increasing electrical loads, air
conditioning of the Council Chamber to help
preserve the Gilbert Stuart painting, and
interior/exterior painting. Funding of $838,365 is
recommended for this project, of which $304,457
was expended prior to FY 2007. Funding of
$98,908 in FY 2007, $135,000 in FY 2008 and
$300,000 in FY 2009 is recommended for this
project.

Old State House — This project would begin with
repair and reconstruction of the brownstone
windows and sills. Further work would include
replacement of the boiler and heating systems
within the Old State House located on Benefit
Street in Providence. These systems most likely
date to the early 1900s, and are in a state of
disrepair, inefficiency, and inadequacy. The
project also includes the installation of a new
interior sprinkler system for fire protection. This
facility currently houses the RI Historical
Preservation and Heritage Commission. The
Governor recommends $1.1 from the Rhode
Island Capital Plan Fund for this project over FY
2007 through FY 20009.

State Office Building — This building currently
houses the Department of Transportation and is in
need of extensive rehabilitation and repairs to
include fire code renovations, window

44

replacement, restroom renovation, exterior
envelope repair, and installation of a new elevator
to meet OSHA and ADA requirements. Funding
of $6.2 million is recommended for this project,
of which $1.3 million was expended prior to FY
2007. Funding of $417,138 in FY 2007, $950,000
in FY 2008, $500,000 in FY 2009 and FY 2010,
and $2.5 million in FY 2011 is recommended for
this project.

Washington County Government Center -
Funding of $535,000 is recommended through
FY 2007 for flooring and carpet replacement,
roof replacement, masonry repairs, and parking
lot repavement at this Wakefield facility.

William Powers Building (Department of
Administration/Technology Infrastructure — This
building opened in December 1990 and due to
normal wear and tear is in need of general
renovations. Projects planned include upgrading
of the parking lot and garage gate systems,
HVAC renovations, building security, and
interior renovations. The Governor recommends
approximately $5.2 million from the Rhode
Island Capital Plan Fund through FY 2012 for
this facility. Funding of $992,852 was expended
prior to FY 2007, with $807,401 recommended
in FY 2007, $750,000 in FY 2009 and FY 2010,
and $600,000 in FY 2011 and FY 2012.

Capital Projects

Traffic Improvements Howard Avenue - The
Governor recommends funding of $216,000
from federal highway funds through the
Department of Transportation for development
of plans for improvements to Howard Avenue,
which is the main thoroughfare through the
Pastore Center in Cranston. In order to
accommodate increases in traffic flow due to
new construction and major renovation projects
(i.e. Training School, Traffic Tribunal, State
Police headquarters and others), the road will
need to be improved to include roadway
resurfacing, ADA compliant side and
crosswalks, bus pull outs and other features. The
DOT has subcontracted with the Division of
Capital Projects to undertake the planning
necessary for this project. Upon completion of
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the plans, the DOT will take over the project and
complete the work within the funding earmarked
in the Highway Improvement Program.

Ladd Center Building Demolition — The
Governor is recommending $3.0 million from
the RI Capital Plan Fund to fund this project,
$1.0 million annually in FY 2009 though FY
2011. The project would provide for the
demolition and removal of nine buildings
located at the Ladd School property in Exeter.
The goal of the project is to demolish structures
and backfill all foundations, landscape and
provide for additional open space. These
buildings were constructed in mid-1900’s and
have been vacant for many years. There is
serious, long-term water damage to the wood
floors and the framing has completely
disintegrated in some areas. In other areas, the
structures are so weakened that their load
carrying capacity is jeopardized, making them a
serious safety risk.

Pastore Center Building Demolition - The
Governor recommends funding of $800,000 in
FY 2009 and $800,000 in FY 2010 for this
project. The project would allow for the
demolition and complete removal of Building A
and Building D. After complete removal, the
development of additional parking areas would
be pursued. The A Building was constructed in
1912 and has been vacant since 1985. The D
Building has been vacant for approximately 15-
20 years. There is serious long-term water
damage to the wood floors and structural
framing has completely disintegrated in some
areas. In other areas structural members are so
weakened that their load carrying capacity is
jeopardized. The steel columns in the basement
are heavily corroded and suspect.

Station Park — This Park, located across the street
from the State House south lawn, is in much
demand as a site for functions, such as company
outings, concerts, rallies, gathering and everyday
recreation. It is one of the few remaining open
space areas in downtown Providence. The
objective of this project is to design and preserve
this area as an urban park. The project will
include the construction of a perimeter fence,
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planting of trees and other landscaping,
installation of lighting, an irrigation system, water
taps, outdoor benches, and pathways. The
Governor recommends funding of $400,000 from
the Rhode Island Capital Plan Fund for this
project beginning in FY 2010. The department, in
cooperation  with  the  Department  of
Transportation, is applying for federal
transportation enhancement funding. If this
funding is received, state match will likely be
required, which may require revisiting the timing
of funding for this project.

Fuel Depots — The Division of Facilities
Maintenance has been constructing several
Compressed Natural Gas fuel depots at various
sites in Rhode Island. The project is a multi-
purposed plan for an Alternative Fueled Vehicles
(AFV) Program. The total cost of the project is
$3.6 million, which is primarily financed with
federal Congestion Mitigation and Air Quality
(CMAQ) funds. The project as proposed would
satisfy mandates of the Federal Energy Policy
Act. This federal legislation requires states to
purchase seventy-five percent of model year 2001
and after vehicles as AFVs. Under the federal
guidelines, law enforcement and emergency
vehicles are exempt. Rhode Island has chosen
Compressed Natural Gas (CNG) as the alternative
fuel of choice to meet this requirement. With the
increased use of these alternative fuel vehicles,
fueling stations providing this type of fuel will be
required throughout Rhode Island.

Grant Programs

Affordable Housing Initiative — The Governor
recommends $7.5 million from the RI Capital
Plan Fund in FY 2008 to continue funding for the
Neighborhood Opportunities Program. This will
result in $11.5 million from general revenues and
$25.0 million from debt having been provided to
affordable housing from FY 2002 through FY
2007. This program, operated by the Housing
Resources Commission, provides grants or low
interest loans for the rehabilitation of dilapidated
housing units or for new construction, along with
operating subsidies to reduce rents for a minimum
of ten years. Units are available to those working
at or near the minimum wage. The debt service
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on the debt issuances is the responsibility of the
state.

In addition, the Governor recommends the
issuance of $12.5 million annually from FY 2008
through FY 2011 from the 2006 Affordable
Housing bond authorization.

Comprehensive Land Use Planning — The
Governor recommends $114,515 be made
available in FY 2007 for the Land Use Planning
project. This money is used to reimburse cities
and towns for their participation in compiling the
overall state Land Use Plan. Funds are provided
from previously issued bond proceeds from the
1989 authorization. Cities and towns are
reimbursed upon completion and submission of
their Land Use Plan. As such, it is difficult to
predict exactly when funds will be expended. In
total, $2.5 has been issued from the 1989
authorization for this project, comprised of
$320,000 for preparation and development of a
natural resource and planning database, $80,000
for administrative expenses and $2,087,500 for
reimbursement to cities and towns. (An additional
$12,500 was expended for bond issuance costs.)

Information Technology Initiatives

DOIT Enterprise Operations Center — The
Governor recommends the issuance of $9.05
million in certificates of participation for the
acquisition of an existing facility to house the
state’s computer center. The current facility in
Johnston has a multitude of documented
deficiencies, including failure to meet numerous
standards and various building codes. With the
significant expansion in the reliance on
centralized computer operations in recent years,
the need for a state-of-the-art computer facility
has become critical. Due to the considerable
work required at the existing facility to bring it
into compliance with building codes, which
would still result in a less than optimal facility,
the Governor believes it would be more cost
effective to find and acquire an existing structure
that already meets the best practice
specifications for a data center. The
recommended funding includes an estimate for
the acquisition of a structure based on industry
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standards for such facilities and funding for new
equipment and to cover the cost to move staff
and equipment from the Johnston facility.
Subsequent to the move, the Johnston computer
center will be put up for sale.

Integrated eLicensing and Consolidation - The
Governor recommends total funding of $1.0
million from Certificates of Participation. The
funds will be disbursed as follows: $355,177 in
FY 2007 and FY 2008, $200,000 in FY 2009,
and $100,000 in FY 2010. This project will
create a new licensing model for the Department
of Business Regulation that can be used across
multiple agencies and licensing programs to
allow the State of Rhode Island to have a
common interface for all licensing and allow for
a single point of use for license renewal services
and status checks for the citizens of Rhode
Island.

Information Technology Infrastructure — The
Governor recommends funding of $3.9 million
for Technology Infrastructure from the issuance
of Certificates of Participation, as authorized by
the General Assembly in the 2006 session. The
funding distribution would be $1.9 million in FY
2007, $1.5 million in FY 2008, and $550,000 in
FY 2009. Approximately $400,000 of the FY
2007 funding will be used to pay the cost of
issuance expenses for the Certificates of
Participation that will be used to fund several
projects displayed in this Capital Budget
document. These costs are included in this
particular project only so the total funding
displayed for all projects equals the $49.9
million authorized by the General Assembly.

This  project would provide for the
modernization of Rhode Island’s information
technology infrastructure. The funding would
be used for technologies such as email, desktop
computers, and network security. There are five
major infrastructure areas that will be improved:
cyber-security, WAN infrastructure, Executive
branch e-mail platforms and supporting
infrastructure,  server  consolidation, and
centralized service desk operations.
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Planning Funds

Bio-Technology Training Laboratory - The
Governor recommends $200,000 as seed
funding to partner with the private sector to
establish a state of the art training facility to
prepare Rhode Island’s workforce for future
employment in the Biotechnology sector. The
University of Rhode Island is the lead agency in
this effort. Of the recommended funding,
$113,803 was expended prior to FY 2007, with
the balance of $86,197 to be expended in FY
2007.

Pastore Center Master Plan - The Governor
recommends funding of $600,000 in FY 2008,
and $350,000 in FY 2009 to complete this
project.  This project includes updating the
existing master plan for the 200+ acre Pastore
Complex, to include determination of the
availability of property and structures for future
expansion. The goal of the master plan is to
present a comprehensive, long-range
development plan, along with associated cost
estimates, for the entire Pastore Campus.

Interdepartmental Weapons Range - The
Governor recommends funding of $50,000 in FY
2009 for a feasibility study on the construction of
an interdepartmental weapons range. Such a
firing range would benefit several public safety
agencies, including the Department of
Corrections, the State Police, the Capitol Police
and the Sheriff’s Division.

Health Laboratory Building Feasibility Study —
The Governor recommends funding of $200,000
in FY 2009 to conduct a feasibility study for a
new facility that will house the staff and
programs currently located in the Chapin
Building. This study would also examine the
feasibility of combining the Health and Forensic
crime lab at the Pastore complex. As stated
above, the Governor is recommending the sale
of the laboratory building as part of the FY 2008
Budget. These funds will be necessary to plan
for the construction of a new facility.
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Legislature

Agency Responsibilities

The Rhode Island Legislature, the General
Assembly, consists of two chambers. The
Senate is composed of 38 members. The House
of Representatives is composed of 75 members.
The General Assembly meets annually and is
responsible for enactment of laws, the formation
of state policy, and the evaluation of programs
through the appropriation process. The Joint
Committee on Legislative Affairs, Legislative
Council, the Fiscal Advisory Staff, the Office of
Auditor General, and Special Legislative
Commissions assist the General Assembly in
executing its constitutional role. The Legislature
convenes in the State House, and its staff is
housed in offices in the State House.

Governor's Recommendations

Legislative Office Building — In FY 2001, the
General Assembly enacted funding of $15.0
million over a four-year period to develop a
Legislative Office Building. This plan consisted
of $4.0 million of general revenues in FY 2001
through the use of prior year reappropriated
funds for the first phases of the project and
$11.0 million from the Rhode Island Capital
Plan Fund for the remaining phases. This plan
was subsequently revised by shifting financing
for the project entirely to the RICAP fund. The
FY 2008 — FY 2012 capital improvement plan
continues to reflect funding for this project at a
total of $15.0 million. However, the
recommended plan defers financing for this
project to FY 2010, as opposed to the previous
plan, which had allocated funding beginning in
FY 2009. The amounts recommended by year
are as follows: FY 2010 - $3.0 million; FY
2011 - $5.0 million and FY 2012 — $7.0 million.
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Rhode Island Quonset Development Corporation

Agency Responsibilities

The mission of the Qusonet Development
Corporation is to develop and manage the
Quonset Business Park in accordance with the
QDC Master Plan and in the best interests of the
citizens of Rhode Island to attract and retain
successful businesses that provide high quality
jobs.

In November 2004, the voters approved a bond
referendum for the continuation of work begun
with funds from a 1996 bond authorization. This
referendum authorizes funding of $48.0 million
for further improvements to the Quonset Point/
Davisville Industrial Park, including
infrastructure improvements, site preparation and
pier rehabilitation.

Governor's Recommendations

Quonset  Point/Davisville  Industrial  Park
Improvements — Of the total $48.0 million
authorization, $16.0 million has been issued. The
Governor recommends issuance of the remaining
$32.0 million as follows: $10.0 million in FY
2008, $12.5 million in FY 2009 and $9.5 in FY
2010.

This funding will be used for the following
projects:

Building Demolition- Quonset Point - This
project entails the demolition of 55 unusable
buildings, removal of hazardous materials and
site preparation at the Quonset Business Park.

This project is needed in order to clear the former
Navy base of several deteriorating buildings that
currently occupy the property. The proposed
building removal will enable the assemblage of
marketable parcels of land for development
totaling 140 acres. These parcels will be used for
manufacturing, warehousing, distribution,
laydown areas, office developments, and aesthetic
improvements as outlined in the Quonset Master
Plan.
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The Governor recommends the use of $1.5
million of issued proceeds in FY 2007, and the
issuance of $548,268 million in FY 2009, This
funding will be combined with private funding of
$3.9 million to bring total expenditures on this
project, including $2.9 million expended prior to
FY 2007, to $8.9 million.

New Internal Roadway- Quonset Point - This
project includes the construction of 12,000 linear
fee of internal roadways and the realignment of
utilities within the Quonset Business Park, as well
as the development of 12,000 linear feet of the
existing Davisville Road into an attractive
boulevard to serve as a gateway to the waterfront
district. The work will include new or improved
pavement, utility systems, landscaping and
signage.

The internal roadways are required to provide
access to development parcels. These roadways
will allow for the subdivision of larger tracts into
marketable parcels. The Davisville Road work
will provide for the creation of an attractive
gateway to the waterfront district. This gateway
will greatly enhance the curb appeal of the park
and assist with the implementation of the
marketing plan. New bridges will allow the
railroad tracks to be traversed safely and easily.
These projects will improve the park
infrastructure and advance land values.

The Governor recommends issuance of $2.6
million FY 2008, $7.1 million in FY 2009, and
$8.7 million in FY 2010, totaling $18.4 million.
A total of $3.2 million has already been issued for
the project, of which $2.3 million is available for
expenditure in FY 2007. Combined with private
funding of $8.7 million, the total projected cost of
this project is $30.3 million.

Utility Service Improvement/Extensions - This
project includes the removal of the Navy’s
abandoned overhead utility lines and the
installation of underground utilities
(electric/telephone) along Davisville Road.
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The primary purpose of this project is to improve
the curb appeal of the Davisville section of the
property, thereby enhancing property values and
improving marketability. The underground
utilities are a feature component of the
development of the new Davisville Boulevard as
a gateway to the waterfront district.

The Governor recommends issuance of $832,500
in FY 2008 and $125,000 in FY 2009. A total of
$1.0 million has already been issued for this
project, of which $578,216 is available for
expenditure in FY 2007. The Governor also
recommends the expenditure of private funds
totaling approximately $1.4 million, which brings
the total cost of this project to $3.4 million.

Reconstruct Existing Quonset Roadways - This
project entails the rehabilitation and overlay of
some 24,000 linear feet of existing roadways
within the Quonset Business Park.

The work will provide crucial repairs to many of
the existing roadways within the park. These
roads have not received any significant repairs in
over 20 years and are deteriorating. This work is
needed in order to maintain access for current
tenants.

The Governor recommends the use of $500,000
of issued bond proceeds in FY 2007, combined
with $250,000 of private funding for this project.

Davisville Bulkhead Replacement (South of Pier
1) — This project involves the rehabilitation/
replacement of 1,000 linear feet of wooden
bulkhead left by the Navy after the Davisville
NCBC Base closure / decommissioning in 1994.

The existing 1,000 linear feet of wooden
bulkhead has deteriorated to such a state that it
cannot be safely used for marine activity.
Additionally, existing voids in the bulkhead are
releasing upland materials into former berthing
areas and diminishing water depth and usable
development land at the Park. This project will
stop the erosion and protect the waterfront
property. Fifty acres of land will be made
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available to support marine trades activity along
the Davisville waterfront.

The Governor recommends issuance of $2.3
million in FY 2008 and $3.5 million in FY 2009
for this project. A total of $269,878 has already
been issued for this project, of which $266,508 is
available for expenditure in FY 2007.

Internal Rail Upgrades - This project includes
both the reconstruction of mail line track and the
removal of unnecessary siding track within the
Quonset Development Park. The reconstruction
includes 36,000 linear feet of main line track
from West Davisville to the Quonset and
Davisville waterfronts. The removal includes
27,000 linear feet of sidings within the Davisville
waterfront area.

This project is necessary in order to keep the
tracks in safe condition for continued rail service
to park tenants. The condition of the existing
tracks has deteriorated due to the fact that no
major improvements have been made since the
Navy constructed the tracks. These tracks will be
unable to support existing and future freight
traffic if these improvements are not made.

The Governor recommends total project funding
of $6.8 million, consisting of issued proceeds of
$2.2 million, unissued proceeds of $2.8 million in
FY 2008, and private funding of $1.9 million in
FY 2009.

Quonset Site Development Projects - This work
includes  the  construction  of  shared
community/park amenities and improvements to
public safety requirements, with shared
community responsibility in providing public
access and amenities.

The projects chosen will be those best suited to
the host community and park tenants. These
projects will improve the buffer areas adjacent to
the residential community, boost public safety,
greatly enhance the marketability of the park and
assist in the execution of the marketing plan.
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The Governor recommends the use of $1.9
million of issued bond proceeds in FY 2007, and
the issuance of $1.3 million in FY 2008 and $1.3
million in FY 2009. Combined with private
funding of $2.9 million, the total projected cost of
this project is $7.3 million.

Quonset Infrastructure Improvements - These
projects include various repairs to existing
structures within the Quonset Development Park,
such as roof repairs, HVAC repairs, and sprinkler
system installations.

These projects will maintain the existing
infrastructure and allow for life safety
improvements to existing occupied structures.

The Governor recommends project funding
totaling $2.5 million over the FY 2008 — FY 2012
capital funding period. This includes issuance of
$250,000 in FY 2008. A total of $2.3 million has
already been issued for this project, of which $2.2
million is available for expenditure in FY 2007.

Quonset Bike Path - This project involves the
construction of 7 miles of bike path within the
Quonset Development Park.

These paths will be constructed in the manner
outlined in the adopted master plan. The paths
will provide an alternative mode of transportation
for workers within the park and provide a link for
the community from Post Road to Calf Pasture
Point. These paths will be situated along abutting
residential areas to act as a buffer. They will
enhance the park and assist in the implementation
of the marketing plan.

The Governor recommends expenditure of $1.5
million for this project through FY 2008. A total
of $159,470 in issued bond proceeds will be used
to match $1.3 million in private funds.

Esplanade Construction - This project is for the
construction of a 3,100 linear foot esplanade
along the Davisville waterfront south of the
Davisville Piers.
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The project will enhance the waterfront area for
development into a high-class marina in concert
with a large marine trades component. This
project is a necessary component of the marketing
plan.

The Governor recommends issuance of $792,806
in FY 2010 for this project, which will be
combined with private funding of $1.0 million.



Department of Labor and Training

Agency Responsibilities

The Department of Labor and Training is
responsible for administering income support
programs  (Unemployment Insurance, and
Temporary Disability Insurance) and
employment and training programs; enforcing
laws relating to prevailing wages, labor
standards, weights and measures, professional
regulations, and occupational health and safety;
operating a rehabilitation facility (Donley
Center) for individuals with work-related
injuries; administering Workers’ Compensation

programs, including claims monitoring and
education programs; and providing
administrative support for the Labor Relations
Board and the Board of Review. The
Department has a network of six full service
field offices (Pawtucket, Woonsocket,
Providence, West Warwick, Warren, and
Wakefield) to provide a full range of
employment and training  services; a

headquarters in the Center General Complex at
the Pastore Government Center, Cranston; an
auxillary office for the Board of Review in
Providence (Westminster Street), and the
Donley Rehabilitation Center in Providence (249
Blackstone Blvd).

Governor's Recommendations

Center  General Complex  Slate  Roof
Replacement - The Governor recommends

expenditures of $877,500 through FY 2008 to
replace the slate roofs on three of the six Center
General Complex buildings, including the roofs
on buildings 68, 69, and 71. When the facility
was rehabilitated during the late 1990s, the only
slate roof that was completely replaced was on
building 72. For buildings 68, 69, and 71, the
slate roofs were redone using existing material.
Because of water leaking into the buildings and
deteriorating slate falling off buildings, the
Governor recommends replacing the roofs on
these buildings with new slate material. The
$877,500 amount will be funded as follows:
$256,902 from Temporary Disability Insurance
funds; $229,2218 from restricted receipts;
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$38,253 from general revenues; and $353,127
from federal funds.

Woonsocket netWORKTri Office Renovation —
The Governor recommends expenditures of
$856,400 through FY 2008 to complete
renovations to the Woonsocket netWORKTri
employment and training field office. The
project will be funded from $734,507 of Reed
Act funds (other funds) and $121,893 of
restricted receipts. Exterior renovations include
repairing, replacing, repointing, sealing and
cleaning of brick and concrete masonry units, as
well as replacing the aluminum storefront
system and windows. Interior repairs include
replacing the HVAC system.

Donley Rehabilitation Center Refurbishment —
The Governor recommends expenditures of
$264,900 through FY 2007 to refurbish portions
of the Donley Center. Planned renovations
include replacing the gas fired boilers that
provide heat for the building and therapy pool,
replacing floor coverings, and repaving surface
parking lots. The recommended expenditure
amounts by year are $26,900 in FY 2006 and
$238,000 in FY 2007. Prior to FY 2006, $60,000
was expended for the project The renovation
project will be funded from restricted receipt
funds.




Department of Revenue

The Department of Revenue was established as a
separate department within the executive branch
of state government by the 2006 General
Assembly and came into existence on July 1,
2006. The department is headed by the Director
of Revenue, who is appointed by the Governor,
with the advice and consent of the Senate. The
Department has six programmatic functions,
including Central Management (Director of
Revenue), Taxation, State Lottery, Registry of
Motor Vehicles, Revenue Analysis and Property
Valuation.

The department will be responsible for two
information technology projects included in the
FY 2008 — FY 2012 Capital Budget. These
include a new computer system for the Registry
of Motor Vehicles and a Tax Data Warehouse for
the Division of Taxation.

Registry of Motor Vehicles IT Modernization —
The Governor recommends $13.0 million from
the issuance of Certificates of Participation, as
approved by the 2006 General Assembly, for the
installation of a new computer system for the
Registry of Motor Vehicles. The existing Registry
system is based on old technology, hierarchical
databases and antiquated programming, most of
which is no longer supported by any vendors. The
system is difficult to update, making responding
to legislative changes and federal mandates time
consuming and complicated.

Taxation Data Warehouse — The Governor
recommends $2.5 million from the issuance of
Certificates of Participation, as approved by the
2006 General Assembly, for a data warehouse.
The Division of Taxation currently uses several
disparate, standalone systems to maintain tax-
related data that can’t easily communicate with
each other. The implementation of a centralized
data warehouse will bring this disparate data
together in one location for easier access and
better reporting and analysis.
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Public Utilities Commission

Agency Responsibilities

Comprised of two distinct regulatory bodies, the
Division of Public Utilities and Carriers and the
Public Utilities Commission, the agency serves
as a quasi-judicial tribunal with jurisdiction,
powers, and duties to implement and enforce the
standards of conduct for all public utilities and
common carriers of property and persons. Both
divisions also hold hearings and investigations
involving rates, tariffs, tolls, and charges.

Additionally, while the Commission exercises
jurisdiction over the siting of potential energy
facilities, the Division of Public Utilities and
Carriers supervises and regulates Community
Antenna Television Systems (CATV), including
transactions between public utilities and
affiliates as well as public utility debt and equity
issuances.

Governor's Recommendations

Asset Protection — This project seeks to bring
the facility housing the Public Utilities
Commission into compliance with state fire code
regulations and federal Americans with
Disabilities Act requirements.

Although the agency has undertaken various
improvements and renovations to its occupied
office building at 89 Jefferson Boulevard since
its relocation in FY 2001, FY 2004 was the first
fiscal year that this capital project was included
in the state’s capital plan.  The agency has
earmarked $300,000 annually in restricted receipts
funding  for  various  renovations  and
improvements. In FY 2006, actual expenditures
for asset protection were $60,982, leaving an
unexpended balance of $239,018.

The Governor recommends total project funding
of $2.1 million in restricted receipts, consisting
of $300,000 in FY 2007 and $759,000 over the
FY 2008 — FY 2012 and post FY 2012 capital
improvement plan period. These funds will be
used for various asset protection projects and
capital asset acquisition including, but not
limited to, interior and exterior improvements,
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equipment and other hardware acquisition, and
resurfacing and re-striping of the parking lot.



Human Services

Department of Children, Youth and Families
Department of Elderly Affairs

Department of Health

Department of Human Services

Department of Mental Health, Retardation and Hospitals
Governor’s Commission on Disabilities






Department of Children, Youth and Families

Agency Responsibilities

The Department of Children, Youth and
Families provides services to children and youth,
both directly and in partnership with private
sector agencies. A number of state and privately
owned facilities are used to provide these
services. The department is responsible for
facilities at Friendship Street in Providence, the
Rhode Island Training School for Youth at the
Pastore Center, the Groden School on Cowesett
and Mt. Hope Avenues, three of the five
properties occupied by the Spurwink School,
and the building occupied by the North
American Family Institute.

The department’s capital improvement plan has
primarily focused on the construction and repair
needs of the Rhode Island Training School for
Youth. Projects at the Training School, many of
which were mandated by court order, have
included the renovation of the Youth
Correctional Center, the construction of a new
school building, and the installation of an air
conditioning system and additional fencing.

Governor's Recommendations

Rhode Island Training School

New Facility — The Governor recommends the
issuance of $55.7 million in Certificates of
Participation (COPs), $1.9 million in restricted
receipts, $129,520 in Rhode Island Capital Plan
Funds (RICAP), and $95,000 in federal funds be
issued for the construction of a new 48 bed
Youth Assessment Facility and a 96 bed Youth
Development Facility at the Pastore Center in
Cranston. Of this amount, $50.1 million in COPs
and $497,702 in restricted receipts will be
expended from FY 2007 through FY 2008. Prior
to FY 2007, $5.6 million in COPs, $95,000 in
federal funds, $129,520 in RICAP funds, and
$1,394,798 in restricted receipts had been
expended on the project for architectural and
engineering design and development planning.
The Training School is designed to replace the
existing training school and to address
overcrowding issues; comply with a Federal
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Court consent decree; and improve the safety for
staff members, residents, and the community.
The new facilities will house detained and
adjudicated male residents in separate facilities
(as mandated by Federal law) and provide
equitable  opportunities for residents to
participate in programming.

In addition, the Governor recommends an
additional $4.0 million from the Rhode Island
Capital Plan Fund from FY 2008 to FY 2009 for
a girls’ institution. Female residents will be
housed in a separate facility off of the Pastore
grounds and will be provided with an array of
services that are required for rehabilitation and
mandated by the Federal Courts. Prior to FY
2007, $492,272 was spent on this project. Due
to the inability to site community facilities, there
are no funds recommended during the planning
horizon.

Private Providers

Spurwink/RI, (Pine Swamp Road and Rhode
Island Avenue) and Groden Center (Cowesett
Road)- The Governor recommends a total of
$95,000 in FY 2009 and $165,000 in FY 2011
in Rhode Island Capital Plan Funds for repairs
and renovations to these facilities.

Groden Center Mt. Hope - The Governor
recommends $42,386 of G.O. issued bond
proceeds in FY 2007 and $79,660 of Rhode
Island Capital Plan funds in FY 2007 for roof
repairs and masonry work at the state-owned
property operated by the Groden Center on Mt.
Hope Avenue.

Fire Code Upgrades - The Governor
recommends $4.3 million of Rhode Island
Capital Plan funds from FY 2007 to FY 2012 to
assess and upgrade fire protection systems for
group homes, foster homes, and other facilities
associated with Children’s Behavioral Health
Services and the Child Welfare Programs. Prior
to FY 2007, $63,163 in RICAP funds was spent
on this project.
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Groden Center Cowesett Road — The Governor
recommends a $165,000 in FY 2010 in Rhode
Island Capital Plan Funds for repairs and
renovations to this facility.

Eckerd Camp E-Hun-Tee — The Governor
recommends a total of $150,000 from FY 2007
through FY 2008 in Rhode Island Capital Plan
Funds for repairs and renovations to this facility.

NAFI Center — The Governor recommends a
total of $1.1 million from FY 2009 through FY
2010 in Rhode Island Capital Plan Funds for
repairs and renovations to this facility.
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Department of Elderly Affairs

Agency Responsibilities

The Department of Elderly Affairs is the state
agency providing leadership and advocacy for
elder issues, including consumer focused
information distribution for elders seeking
services through the state system.

Aging and Disability Resource Center (ADRC) —
One Stop — The Department of Elderly Affairs
has received partial federal funding to operate a
Resource Center for the Elderly. The goal of this
project is to renovate an existing facility on the
Pastore Center in Cranston to house this center
and provide a central location for advocacy and
elder services for Rhode Island’s senior citizens.
The Governor recommends a total of $8.1 million
for the renovation of Building 79 on the Pastore
Center campus. Funding of $8.0 million is
recommended from the RI Capital Plan Fund,
$32,500 of federal funds and $135,541 of private
donations for furniture and equipment to outfit
the facility. The project is expected to commence
in FY 2008, with a completion date of FY 2010.
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Department of Health

Agency Responsibilities

The Department of Health is charged with
protecting the interests of life and health among
the state’s population, including the food and
water supply and responding to public health
emergencies; maintaining a public health
knowledge-base; and investigating the causes of
diseases, the prevalence of epidemics and
endemics among the people, the sources of
mortality and its effect on localities,
employments and all other conditions. The
department also is charged with ascertaining the
causes and the best means for the prevention and
control of diseases or conditions found and
considered detrimental to the public health, and
to adopt proper and expedient measures to
prevent and control such diseases and conditions
in the state. These various responsibilities
derive from its mission of preventing disease
and protecting and promoting the health and
safety of the people of Rhode Island. To
accomplish this mission, the department is
comprised of seven programs: Central
Management; State Medical Examiner; Family
Health; Health Services Regulation;
Environmental Health; Laboratories; and
Disease Prevention and Control.

Governor's Recommendations

Electronic Health Exchange Network
(HLTHEXC) — This project seeks to improve the
quality, safety, and value of healthcare in the
state and allow patients and providers to have
their healthcare information when and where
they need it by facilitating the exchange of
medical information. This is to be accomplished
through a public-private venture or partnership
involving the Rhode Island Department of
Health; the Division of Information Technology
within the Rhode Island Department of
Administration; and the Rhode Island Quality
Institute, the governing entity of the Health
Information Exchange (HIE) system. Upon its
completion, it is to be managed and maintained
by non-profit community based organizations
known as the Regional Health Information
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Organization (RHI0O),
Island Quality Institute.

including the Rhode

Article 7 of the Budget Act of 2007 (06-H-
7120/2006 Public Law, Chapter 246) designates
the Rhode Island Health and Educational
Building Corporation or another quasi-public
agency to issue revenue bonds to finance the $20
million health information exchange, of which
$6 million would be subscribed by the state
through its various departments and agencies.

Hence, the Governor recommends total project
funding of $20 million in revenue bonds,
consisting of $1.5 million in FY 2007 and $18.5
million over the FY 2008 — FY 2012 capital
improvement plan period. The revenue bonds
have not yet been issued. The proceeds from
this issuance will be used to compensate
information technology professionals; pay for
training and support; acquire software licenses
and hardware; and purchase software and
hardware maintenance contracts. Subcontractors
include Quality Partners of Rhode Island for
provider engagement; the Clarendon Group, for
consumer engagement; and Brown University,
for project evaluation.



Department of Human Services

Agency Responsibilities

The Department of Human Services has utilized
Rhode Island Capital Plan Fund and agency funds
to continually rehabilitate fixed assets essential
to providing basic and specialized services to
needy individuals and families. This includes the
social, medical, and rehabilitative services to
eligible Rhode Island veterans at the Veterans'
Home in Bristol, and all arrangements for
veterans and their dependents at the Veterans'
Memorial Cemetery in Exeter.

Since 1995, the Department of Human Services
has provided facility management for the Aime J.
Forand Building at the Pastore Center. In FY
1997, the Department of Human Services entered
into a lease arrangement for space at the
Benjamin Rush and Louis Pasteur Buildings at
the Pastore Center. Beginning in FY 2000, the
capital improvement plan included funds from the
Rhode Island Capital Plan Fund to accomplish
asset protection activities at all three of these
facilities.

Governor's Recommendations

Veterans' Cemetery Master Plan - The Governor
recommends $100,000 from federal funds in FY
2007, $402,000 in FY 2008 and $3.7 million in
FY 2009 for assessment and development
planning and construction projects for the
Veterans’ Cemetery, to include redesign of the
front entrance and highway approach, security
fencing, and additional rest rooms. The $4.8
million project will be completed in FY 2009.

Veterans' Home HVAC System Upgrade - The
Governor recommends restricted funds of
$200,000 in FY 2007 to complete a $3.0 million
project that began in FY 1998. The project has
upgraded the heating system and added air
conditioning at the RI Veterans’ Home, to
provide a healthier environment for the residents
at the Home. The project is financed from
dedicated revenue within the Veterans' Home
restricted receipt account and will be completed
in FY 2007. The final project element will air
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condition the Home’s computer room, and
replace heating pipes in Building N-3.

Veterans’ Home - Renovations to N-5 Building —
The Governor recommends $350,000 in FY 2007
to renovate the N-5 nursing unit at the Veterans’
Home. The project will enhance resident health
and improve the visitor environment in the
facility, and includes repairs to bedrooms,
bathrooms, corridors and auxiliary rooms. The
project will be financed from dedicated revenues
within the Veterans’ Home restricted receipt
account.

Veterans’ Home - Renovations to N-6 Building —
The Governor recommends $350,000 in FY 2008
renovate the N-6 nursing unit at the Veterans’
Home. The project will enhance resident health
and improve the visitor environment in the
facility, and include repairs to bedrooms,
bathrooms, corridors and auxiliary rooms. The
project is from dedicated revenues within the
Veterans’ Home restricted receipt account.

Veterans’ Home - Renovations to N-7 Building —
The Governor recommends $350,000 in FY 2007
to renovate the N-7 nursing unit at the Veterans’
Home. The project will enhance resident health
and improve the visitor environment in the
facility, and includes repairs to bedrooms,
bathrooms, corridors and auxiliary rooms. The
project will be financed from dedicated revenues
within the Veterans’ Home restricted receipt
account.

Veterans' Home - Renovate Pump House/Water
Tower - The Governor recommends $488,168 in
FY 2007 to complete renovation of the pump
house and water tower at the Veterans’ Home.
This groundwater source is necessary to provide
fire fighting water flows at the Home and to avoid
failure of the system. The $507,385 project is
financed from dedicated revenues within the
Veterans’ Home restricted receipt account.

Veterans' Home - Windows Replacement - The
Governor recommends $398,244 in FY 2007 to
replace ninety-eight windows in two buildings at
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the Veterans’ Home. The replacement windows
are expected to improve the energy efficiency and
building integrity at the Home. The $409,853
project will be financed from dedicated revenues
within the Veterans’ Home restricted receipt
account.

Veterans' Home - Electrical Distribution System
- The Governor recommends $200,000 in FY
2007 to finance modifications to the emergency
electrical system at the Veterans’ Home. The
project will complete compliance with the latest
electrical code requirements. The project will be
financed from dedicated revenues within the
Veterans’ Home restricted receipt account.

Veterans' Home - Fire Reserve Connection - The
Governor recommends $15,000 in FY 2007 and
$650,000 in FY 2008 to complete upgrades to
water supplies for fire suppression at the
Veterans’ Home. The project will include
connection lines to the municipal water supply,
an emergency generator, and associated
engineering costs. The $665,000 project will be
financed from dedicated revenues within the
Veterans’ Home restricted receipt account.

Veterans' Home - Entrance Improvements - The
Governor recommends $200,000 in FY 2007 to
remodel the entrance area at the Veterans’ Home.
The project would enhance safety, accessibility
and shelter qualities of the entrance areas. The
project will be financed from dedicated revenues
within the Veterans’ Home restricted receipt
account.

Veterans' Home - Replace Garage Roof - The
Governor recommends $50,000 in FY 2007 to
reshingle the roof of the main garage at the
Veterans’ Home. The project will be financed
from dedicated revenues within the Veterans’
Home restricted receipt account.

Veterans' Home - Feasibility Study for Long
Term Care Needs - The Governor recommends
$100,000 in FY 2008 to finance a facilities plan
for future capital improvements to the Veterans’
Home. As the facility continues to age, it does
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continue to need asset protection and other
improvements. At the same time, the acuity and
needs of the client population is changing. World
War Il and Korean War veterans are aging into
higher acuity levels, while domiciliary and
assisted living alternatives for all clients in their
local communities are also changing. Before
extensive facility improvements are planned for
years beyond the five-year plan, the Governor
recommends completion of a feasibility plan to
integrate asset protection and implementation
planning for the future. The project will be
financed from dedicated revenues within the
Veterans’ Home restricted receipt account.

Forand Building Improvements — The Governor
recommends expenditures of $1.2 million in FY
2008, and $300,000 in FY 2009 from the Rhode
Island Capital Plan Fund to complete various
improvements to the Forand Building envelope.
The project includes replacement of window
spandrel panels, exterior door and windows, and
roof soffitts. Window panels have rusted through
to the interior surface of the structure, allowing
weather and insects to invade the building.
Replacement of exterior doors and fenestration
will assist in providing a controlled atmospheric
climate. The soffitt element will remove and
replace the exposed ceiling that has become
disengaged from the support structure due to
water damage.

Establishment and Refurbishment of Blind
Vending Facilities — The Governor recommends
$100,000 in FY 2008, $125,000 in FY 20009,
$150,000 in FY 2010, $150,000 in FY 2011 and
$150,000 in FY 2012 from the Rhode Island
Capital Plan Fund for Blind Vending Facilities.
The project provides for the construction and/or
refurbishment of vending facilities on a statewide
basis within buildings leased, rented, or owned by
the State of Rhode Island in accordance with
RIGL 40-9-11.0 through 11.6. This project will
maintain statewide employment opportunities for
citizens of Rhode Island who are legally blind.




Department of Mental Health, Retardation and Hospitals

Agency Responsibilities

The Department of Mental Health, Retardation
and Hospitals has an extensive capital
improvement program. This program primarily
reflects the increased fixed asset demands
resulting from the deinstitutionalization of
patients into residential facilities. The department
is responsible for both administrative and patient
care facilities at the Pastore Center, the
Zambarano Hospital Campus, and community
and residential facilities statewide. The
department provides grants, through its capital
program, to regional centers that serve mentally
ill and developmentally disabled clients in
addition to having responsibility for all Substance
Abuse related capital programs. The department
provides and/or manages appropriate levels of
substance abuse prevention and treatment through
a community based network of residential and
outpatient treatment facilities owned by both the
state and private providers. These facilities are
located in various communities throughout Rhode
Island and on the grounds of the Pastore Center in
Cranston.

The department’s capital improvement program is
composed of the following major categories,
which include both infrastructure improvement to
state facilities and support to non-state agencies.

Institutional Facilities — The institutional facilities
plan provides for the physical plant requirements
of the MHRH facilities on the Pastore Center
campus and the Zambarano Hospital campus.
These requirements include major interior and
exterior repairs to protect buildings, the
replacement of worn out equipment, and the
improvement of heating, ventilation and air
conditioning systems. Renovations and repairs to
heating, power, and related utility systems, as
well as the implementation of energy
conservation initiatives, have been ongoing
requirements for the department. Beginning in
FY 2008, Pastore campus-wide projects,
including utility upgrades, central power plant
rehabilitation, and Pastore Fire Code Compliance
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will be reflected in the
Administration’s capital budget.

Department  of

Community Services - The department is
responsible making certain capital improvements
to over residential facilities statewide through its
residential programs. This includes the
acquisition, renovation or repair of community
residences, and the purchase of home
modifications and specialized equipment to allow
disabled family members to stay at home.

Community Mental Health Centers - The
department is responsible for making certain
capital improvements to eight regional
community  centers. These improvements
continue in conjunction with program initiatives.

Regional Centers Developmentally Disabled —
The department is responsible for the acquisition,
construction, renovation, and equipment and
furnishing costs associated with nine regional
centers for the developmentally disabled.

Day Programs — The department is responsible
for capital improvements to Day Treatment
Facilities for the chronically mentally ill.

Governor's Recommendations

Utility Upgrades — For FY 2007, the Governor
recommends expenditures of $623,487 for utility
systems throughout the entire Pastore Center
complex. The utility system funds will be used to
replace steam lines and improve the electrical
distribution system on the campus. This project is
financed from the Rhode Island Capital Plan
Fund. The loss of steam, through leaks, has had a
significant negative impact on the cost of
operation of the Central Power Plant in terms of
fuel consumption and additional maintenance.
The steam leaks also represent a threat to
employees, clients and members of the general
public who visit or use the facilities at the Pastore
Center.

Rl Medical Center Rehabilitation - The Governor
recommends $2.1 million from FY 2007 through
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FY 2012 for the rehabilitation of the MRHR
institutional facilities at the Pastore Center. This
will be accomplished through the use of funding
from the Rhode Island Capital Plan Fund. The
scope of this plan includes the ongoing repair,
renovation, upgrade and rejuvenation of the
MHRH owned facilities at the Pastore Center
complex. The recommended amounts are as
follows: FY 2007 - $115,474; FY 2008 -
$290,000; FY 2009 - $500,000; FY 2010 -
$150,000; FY 2011 - $500,000; and FY 2012 -
$500,000.

Hospital Consolidation/Reconfiguration — The
Governor recommends expenditures of $2.4
million in FY 2007 from Rhode Island Capital
Plan funds to refurbish portions of the Mathias
building. When completed, the Virks building
will be closed and patients would be transferred to
the renovated Mathias building or other hospital
units or settings as clinically appropriate. The
Governor considers this a critical project that will
create a more efficient hospital zone and improve
hospital care and operations.

Central Power Plant Rehabilitation - The
Governor recommends $116,985 in FY 2007
Rhode Island Capital Plan funds for the
rehabilitation and upgrade of the Central Power
Plant that serves the entire Pastore Center
complex. Approximately $30.6 million was spent
on this project prior to FY 2007. While the
rehabilitation of the Central Power Plant is
completed, the remaining work relates to the
removal of contaminated soil and the re-location
of some utility lines. Certificates of Participation
were issued in December of 2000 to finance this
project. In addition to COPS funding, issued
proceeds and RICAP funds were also utilized to
complete this project. Beginning in FY 2008, this
project will be reflected in the Department of
Administration’s capital budget.

Water Storage Tanks and Pipes - The Governor
recommends $522,425 in FY 2007 to update the
water supply and storage requirements at the
Pastore Center complex. Funding will be utilized
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to repair and replacement of water lines in order
to deliver adequate pressure to all of the fire
hydrants on the campus. This project is to be
financed from the Rhode Island Capital Plan
Fund. Beginning in FY 2008, this project is
reflected in the Department of Administration’s
capital budget.

Pastore Center Fire Code Compliance - The
Governor recommends $133,090 million in FY
2007 for Fire Code compliance projects on the
grounds of the Pastore Center complex. The
projects will include the installation and upgrade
of fire alarm systems and the installation of
sprinkler systems to meet the State’s fire code
requirements. Beginning in FY 2008, this project
is reflected in the Department of Administration’s
capital budget.

Community Facilities Fire Code Upgrade - The
Governor recommends $6.9 million to install or
upgrade fire alarm and sprinkler systems in
residential, workshop, day program, and out-
patient facilities for the Divisions of
Developmental Disabilities, RI  Community
Living and Supports, and Behavioral Health
Services. The recommended amounts are: FY
2007 - $544,065; FY 2008 - $1.3 million; FY
2009 - $1.3 million; FY 2010 - $1.5 million; FY
2011 — $1.5 million; and FY 2012 - $900,000.

Private Home Based Waiver Community
Facilities Fire Code Upgrade - The Governor
recommends $4.1 million to install or upgrade fire
alarm and sprinkler systems in state-owned and
privately-owned residential, workshop, day
program, and out-patient facilities licensed and
operated for the Division of Developmental
Disabilities under the Home and Community
Based Waiver system. The cost of upgrading
these facilities are eligible for federal participation
with a state - federal match rate of approximately
47% state - 53% federal. The $4.1 million
amount includes $1.9 of Rhode Island Capital
Plan funds and $2.2 million of federal funds. The
total amounts recommended by year are as
follows: FY 2007 - $ 157,909; FY 2008 -
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$710,904; FY 2009 - $750,000; FY 2010 - $1.0
million; FY 2011 - $1.0 million; and FY 2012 -
$500,000.

Zambarano Buildings and  Utilities - The
Governor recommends $4.5 million through FY
2012 for renovations at the Eleanor Slater
Hospital on the Zambarano campus. The funding
for fiscal years 2008 through 2012 will be utilized
for major renovations to the water system and
renovations to the hospital's infrastructure. The
amounts recommended by year are as follows:
FY 2007 - $79,115; FY 2008 - $590,000; FY
2009 - $760,000; FY 2010 - $180,000; FY 2011 -
$700,000; and FY 2012 - $2.0 million.

Mental Health Services

Mental Health Residences - The Governor
recommends $5.8 million for fiscal years 2007
through 2012 that would be principally provided
to RIHMFC (Rhode Island Housing & Mortgage
Finance Corporation) to provide low-cost housing
for people with mental illness. In FY 2007, this
project will be financed with $1.0 million of
authorized, but unissued long-term debt. For
subsequent years, the projected will be financed
with $4.8 million of Rhode Island Capital Plan
funds. The amount recommended in FY 2008
through FY 2012 are as follows: FY 2008 -
$400,000; FY 2009 through FY 2012 - $1.1
million per year.

Mental Health Residences - Furniture - The
Governor recommends expenditures of $352,290
for furniture for residences. This will be funded
with authorized and issued long-term debt of
$175,290 in FY 2007. From FY 2008 through
FY 2012, the project will be financed with Rhode
Island Capital Plan funds, including FY 2010 —
56,000; FY 2011 - $59,000; and FY 2012 -
62,000.

Community Mental Health Facilities - Capital
Repairs — The Governor recommends $1.6
million from FY 2007 through FY 2012 for
maintenance and repairs to 30 group homes, 12
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outpatient facilities, and one 1 regional work
center. The funds are used to maintain the
physical structure and make emergency repairs,
including: roofs, siding, windows, HVAC
systems, emergency generators, individual
sewage disposal systems (ISDS), water wells,
flooring, and kitchen and bathroom renovations:
The amounts recommended by year are as
follows: FY 2007 - $200,000; FY 2008 through
FY 2010 - $250,000 per year; FY 2011 through
FY 2012 -$300,000 per year.

Developmental Disabilities

MR/DD  Residential Development - The
Governor recommends $3.4 million from FY
2007 through FY 2012 for the Access to
Independence program and continuation of the
development of housing for individuals with
developmental disabilities. The Access to
Independence program provides funding to
families for adaptations to their homes, including
the installation of ramps, modifications of
bathrooms, installation of lifts or other equipment
purchases. The residential program also provide
grants to individuals and agencies for down
payments and contributions toward ownership,
enabling individuals to reside in the community
rather than in group-homes. These projects will
be financed with $3.4 million of Rhode Island
Capital Plan funds. The amounts recommended
by year are: FY 2008 - $500,000; FY 2009 —
$500,000; and FY 2010 through FY 2012 -
$800,000 per year.

MR Community Facilities - Capital Repairs —

The Governor recommends $10.0 million from
FY 2007 to FY 2012 to maintain and repair 270
group homes, of which 149 are state owned and
121 are not state owned. The funds are used to
maintain the physical structure and related
systems, including: roofs, HVAC systems,
individual sewage disposal systems (ISDS), water
wells, flooring, windows, siding, and kitchen and
bathroom renovations. The amounts
recommended by year are as follows: FY 2007 -
$959,137; FY 2008 - $2,050,000; FY 2009 - $1.0
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million; FY 2010 — $2.0 million; FY 2011 - $2.0
million; FY 2012 - $2.0 million.

Management Information System - The Governor
recommends $4.0 million in FY 2008 to replace
and upgrade the Department’s management
information system to improve management
efficiency, patient care, and for Eleanor Slater
Hospital, the Division of Developmental
Disabilities, and the Division of Behavioral
Health.  This project will be funded from
previously issued bond proceeds, as well as
federal funds. Of the amount recommended in FY
2008, $399,707 is from issued bond proceeds
while $3.6 million is from federal funds.

Regional Center Repairs/Rehabilitation - The
Governor recommends $3.0 million from FY
2007 through FY 2012 for repairs to the
Developmental Disability Regional Centers. The
Governor recommends expenditures of $409,592
in FY 2007, and $500,000 per year from FY 2008
through FY 2012. The FY 2007 and FY 2008
amounts include $250,000 per year from
authorized and issued bond proceeds, while all
other amounts are funded from Rhode Island
Capital Plan funds. Repair projects may include
HVAC systems, roofs, septic systems and interior
and exterior modifications. The general
obligation bond funding is regional center specific
in accordance with the provisions of the
authorizing bond language.

Substance Abuse Services

Eastman House - The Governor recommends $2.2
million for the construction of a new facility to
house the Eastman House and King House
residential programs. Of this amount $2.0 million
is funded from previously authorized and issued
bond proceeds and $200,000 is funded from
Rhode Island Capital Plan funds. The amounts
recommended by year are FY 2007 - $2.0 million
and FY 2008 - $200,000. Additionally, the
Governor recommends the sale of property on
Plains Street, Providence and recommends that
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the $1.3 million of proceeds from the sale be
reinvested in another substance abuse facility or
be used to defease outstanding general obligation
bonds.

Asset  Protection/ADA Renovations - The
Governor recommends $1.4 million of Rhode
Island Capital Plan funds from FY 2007 through
FY 2012 for Substance Abuse asset protection
projects. The project includes general renovations
to state-owned Substance Abuse facilities to
include remodeling for A.D.A. compliance,
replacement of roofs, HVAC systems and for
emergency repairs. The amounts recommended
by year are as follows: FY 2007 - $198,828; FY
2008 — $200,000; FY 2009 - $300,000; FY 2010
- $200,000; FY 2011 - $200,000; and FY 2012 -
$300,000.




Governor’s Commission on Disabilities

Agency Responsibilities

The Governor’s Commission on Disabilities is
responsible for coordinating compliance by state
agencies with both federal and state disability
rights laws. It also approves or rejects requests
for waiver of the State of Rhode Island building
code’s accessibility for people with disabilities
provisions at facilities intended to be leased by
state agencies.

In an effort to centralize all handicapped
accessibility projects, legislation enacted by the
2002 General Assembly transferred the duties,
responsibilities, and functions of the State
Building Code Commission relating to
handicapped accessibility to the Commission on
Disabilities. The commission now has
responsibility for all projects and associated
funding previously managed by the Building
Code Commission within the Department of
Administration.

Governor's Recommendations

Handicapped Accessibility - Facility
Renovations — The Commission oversees the
expenditure of capital funds for handicapped
accessibility projects that have been determined
to be necessary by the Rhode Island Coordinating
Committee on the ADA. This committee was
established, under the direction of the
Commission on Disabilities, to evaluate current
services, policies, and practices of state agencies
with regard to the requirements of the Americans
with Disabilities Act and other pertinent federal
regulations. The Coordinating Committee
developed the Self Evaluation and Compliance
Plan, which identifies those areas where the state
needs to make improvements and describes a plan
of action, including descriptions of specific
projects needed to bring about compliance.
These projects primarily consist of repair and
rehabilitation of existing state-owned structures to
bring them into compliance with federal
accessibility regulations. In addition, funding will
be available for use by the commission for
rehabilitation of educational facilities and for
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accessibility improvements to outdoor recreation
areas.

The Governor recommends total project funding
of $7.5 million. Over the planning period, $2.5
million in RICAP funds and $210,249 in bond
funds are recommended between FY 2007 and
FY 2012. Prior to FY 2007, a total of $4.8
million had been expended that consisted of
$234,000 in RICAP funds and $4.6 million in
bond funds.
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Department of Elementary and Secondary Education

Agency Responsibilities

The Department of Elementary and Secondary
Education (RIDE) is responsible for the repair,
renovation and improvement of fixed assets
utilized by departmental administration, the
career and technical education system, and the
School for the Deaf. This system currently
consists of seven regional career and technical
schools operated by the local school districts, and
three state-operated facilities: the School for the
Deaf, the Davies Career and Technical School,
and the Metropolitan Career and Technical
School. The Department’s Administrative
section, the Administration of Comprehensive
Education Strategy (ACES), is housed in the
Shepard Building in downtown Providence.

The Department’s FY 2008 — FY 2012 Capital
Improvement Plan, as recommended by the
Governor, is detailed below. In addition to
continuing financing for ongoing projects, the
Governor commences funding for much-needed
infrastructural improvements throughout the
RIDE system.

Governor's Recommendations

Davies Career and Technical School — Roof
Repair — This is a two-phase project designed to
remedy leaks in several sections of the School’s
roof. The completion of the first stage in FY
2005 incurred a total cost $479,569, financed
primarily by the Rhode Island Capital Plan Fund
(RICAP).  Bond proceeds in the amount of
$20,000 were programmed for this project, with
$3,000 of unspent issuance currently remaining.
The Governor recommends full-financing of the
project’s second phase, which will replace other
sections of roof at the school over three
consecutive years. Beginning in FY 2008 with a
projected expenditure of $510,000 consisting of
both RICAP funding and residual bond proceeds,
it would continue in FY 2009 and FY 2010 with
planned RICAP outlays of $740,000 and
$800,000, respectively. When the roof repairs are
complete it is expected that the project will
present a total cost of $2.5 million.
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Davies Career and Technical School — HVAC -
Heating, ventilation and air conditioning
(HVAC) upgrades at the Davies School have
been deemed necessary due to the age of the
current HVAC units (30 years) and their
resulting inefficiency and tendency toward
malfunction. Many areas of the school cannot
be properly climate controlled, with some
classrooms requiring space heaters during the
winter months. The Governor recommended
using $502,265 in Rhode Island Capital Plan
Funds to address this issue. Of this total,
$137,280 was appropriated in FY 2006 to
replace a single rooftop HVAC unit that services
the Student Management Area. The majority of
payments under this allocation were, however,
processed in early FY 2007. RICAP funds in
the amount of $124,255 were therefore
reappropriated to FY 2007.

The Governor recommends that the remaining
elements of this project be completed in FY
2008, at a cost of $364,985. This will
encompass the installation of two additional
rooftop units (and associated equipment) to
service the Lecture Hall, the TV Studio, as well
as certain areas in the “old building”.

Davies Career and Technical School — Elevator
Lift Replacement — The Governor recommends
$82,400 in FY 2008 from the Rhode Island
Capital Plan Fund to replace the hydraulic lift
and pump of the Davies School elevator. Recent
inspections have revealed that current parts are
aged and may present a heightened risk of
malfunction if not replaced. This project will
help provide Davies students, particularly those
with disabilities, with safe and convenient access
to all school areas.

Davies Career and Technical School — Asset
Protection — The Governor proposes Rhode
Island Capital Plan financing of $150,000 for the
purpose of paving the school’s parking areas and
access road in FY 2011.
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Davies Career and Technical School — Classroom
Renovation —

In FY 2006, the Davies school began a
renovation project that will ultimately created two
new classrooms to support expanding student
enroliment. The project was funded by a FY
2006 general revenue appropriation of $305,725.
Of this total, only $139,455 was spent in FYY 2006.
The Governor therefore recommends that the
balance of $166,270 be reappropriated in FY 2007
to finance the remainder of the classroom
construction. Full completion of these
renovations was reached in late summer of 2006.

Metropolitan Career and Technical School — In
November 1994, the voters authorized the state to
issue $29.0 million in general obligation bonds
for the development and construction of a career
and technical school in Providence, the
Metropolitan Career and Technical School (“Met
School”). Of this total, $28.2 million has been
issued and spent on the project prior to FY 2007.
The main campus on Public Street was completed
in 2003 at a total cost of $25.3 million. The Met
School also operates three satellite campuses. The
Peace Street satellite campus was completed in
2000 at a cost of $2.9 million, and the East Bay
Met was opened in 2006. The other satellite
campus is located in the Shepard Building. The
Governor recommends that residual bond funds of
$838,069 be allocated toward a two-year
renovation of this facility to better accomplish the
school’s mission of providing state-of the-art
career and technical education. These
improvements  will focus on classroom
reconfiguration and technical upgrades to better
align the Shepard facilities with the Met
School’s  overall  pedagogical  approach.
Projected bond fund disbursements total
$418,069 in FY 2007 and $420,000 in FY 2008.

School for the Deaf — New Construction —
Following the recommendation of the Governor,
the 2006 General Assembly approved a
Certificate of Participation (COP) financing of
$31.3 million for the construction of a new
building for the Rhode Island School for the
Deaf (RISD). Located on the campus of the
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Davies Career and Technical School, the
planned facility will incorporate the latest
advances in special-needs design and will
provide the entire RISD student population with
an educational environment ideally suited to its
special requirements. The school will house all
School For the Deaf programs, including the
Rhode Island State Hearing Screening Center,
which each year screens approximately 66,000
children for hearing deficiencies. The uniquely
innovative building design entails the division of
the school into functional zones — one to house
the administrative and outreach offices and the
other to contain the school’s classrooms and
instructional areas. To accommodate the wide
range of ages served by the School, further
subdivisions of academic areas by grade level
are also prescribed. The architectural layout is
designed to maximize natural lighting and
students’ exposure to the placid setting of the
campus, while also providing the acoustical
isolation necessary for a proper pedagogical
environment.

To overcome the myriad of structural difficulties
evidenced at the School’s current location, and
to better provide for the future of Rhode Island’s
deaf student population, the Governor
recommends that the COP issuance of $31.3
million be disbursed over Fiscal Years 2007,
2008, and 2009 in amounts commensurate with
the anticipated construction schedule. These
annual allocations, respectively, are $2.2
million, $21.0 million, and $8.1 million.

Chariho Vocational — Well Water Remediation
(RICAP) - In FY 2007, the Governor
recommends $45,886 in Rhode Island Capital
Plan financing to build a system of potable water
supply at the Chariho Career and Technical
School. Necessitated by high nitrate levels found
in the school’s well water supply, the current plan
involves the construction of a tie-in to the water
supply system of the Chariho Middle School.
Although this project has been subject to delay
and reformulation, it is now almost complete.
Prior to FY 2007, $39,500 in RICAP funding was
expended on this project. Note further that a
portion of this project is financed via the bond
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fund for Career and Technical Schools, and is
therefore reflected in the project entitled State
Owned Schools- Repair/Renovations (see below).

Shepard Building — Air Quality Remediation —
The Governor recommends $286,500 in Rhode
Island Capital Plan financing for the installation
of a supplemental air conditioning system on the
6" floor of the Shepard Building. This section of
the building houses approximately forty RIDE
employees, and has poor air circulation. As a
result, ambient temperature is often
uncontrollable, while certain portions of the work
environment become intolerably hot during the
summer months. Programmed for FY 2008, this
project will safeguard RIDE employees from
potential ill-health effects while providing a more
comfortable and conducive work environment.

State Owned Schools — Renovations/Repairs —
The voters authorized $15.0 million in General
Obligation bonds in November 2004 for the
repair and renovation of the locally operated
Career and Technical schools. The improvements
consist mainly of HVAC and roofing work, but
also include fire systems upgrades, ADA
compliance, and repairs to doors and windows.
These renovations will also place the state-owned
Career and Technical schools in compliance with
the State of Rhode Island Uniform Fire Code.
Further, a stated goal of the Regents, as well as the
Division of Capital Projects and Property
Management, is the eventual transfer of ownership
of these schools to the districts in which they are
located. This process is underway in Providence,
and several other communities have expressed
interest in taking over these buildings and
continuing their renovation through use of the
School Housing Aid program.

ITI — Comprehensive Education Information
System (CEIS) — The Governor recommends the
expenditure of $2.5 million in Certificate of
Participation (COP) funding to support the
completion of the Comprehensive Education
Information System (CEIS). This system has
been in development for three years, and is
designed to fulfill the student data reporting
mandates of the federal No Child Left Behind Act
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(NCLB). The project, which involves a rather
complex integration of both state and district-level
data systems within a web-based Enterprise Portal
Gateway Website infrastructure, is an ongoing
priority of the Department. A major component
of the CEIS, the Centralized Student Information
System (CSIS), has been implemented in most
school districts. The remaining components of
CEIS will be addressed by this project, namely the
establishment of the Adult Education Information
System, the acquisition of software to support the
Data Warehouse, the development of an
Assessment and Accountability Gateway, In$ite
financial tracking system upgrades, a CEIS State
directory, software maintenance, and CEIS
training. Once complete, it is expected that CEIS
will provide the Department with the capability of
meeting all data collection requirements under
state and federal law. Moreover, school districts
will have access to a multitude of information on
student achievement over a variety of dimensions,
enabling them to focus resources in areas critically
in need of improvement.

The Governor recommends COP financing of the
CEIS project in three yearly allotments of
$950,000, $1,015,000, and $535,000 spanning
fiscal years 2007, 2008, and 2009, respectively.

ITl — K-16 Investment — The Governor
recommends COP financing of $945,154 to
support the acquisition of capital assets for both
the Physics First program and Project Inner
Space. Physics First, a pilot program in its first
year of operation, brings physics to first-year high
school students and provides them with the
fundamental skills necessary to succeed in all
sciences.  Project Inner Space is a program
designed to improve science teaching and
learning through advanced “telepresence”
technology that allows students to view
underwater life via internet access. The Governor
recommends this financing — derived from the
same COP authorization as the CEIS project — be
disbursed in amounts of $100,000, $400,000,
$250,000, and $195,154 in fiscal years 2007,
2008, 2009, and 2010, respectively.
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Agency Responsibilities

The Board of Governors for Higher Education is
responsible for the repair, renovation and
improvement of fixed assets associated with the
three institutions of public higher education in the
State of Rhode Island. These institutions are the
University of Rhode Island, Rhode Island College
and the Community College of Rhode Island.
More specifically, the board is responsible for
upwards of three hundred fifty structures,
comprising over one-third of all state- owned
facilities. Buildings are located on nine campuses
and total approximately 5.0 million square feet of
space. Given the large number of structures and
the need to maintain and modernize facilities,
major emphasis is placed on asset protection of
the educational infrastructure in the board’s
capital improvement program. While a number of
projects are currently underway at the University
of Rhode Island, enrollment trends at the
Community College of Rhode Island necessitate
expansion of the Knight Campus Facility in
Warwick. Adjacent land at Rhode Island College
may also be available for future expansion, if the
need exists. In addition, technology requirements
at the three institutions will involve
modernization of data network infrastructures.

Governor's Recommendations

Higher Education System

Telecommunications Initiative - The Governor
recommends a total of $40.6 million of general
obligation bonds authorized by the voters in
November 1996 to develop, upgrade, and
modernize the data network infrastructures across
the three institutions. The project involves the
installation of manholes, conduits, cabling, hubs,
bridges, wiring cabinets, and information outlets
to support data, voice, video, and fiber-optic
communications. The $40.6 million project is
distributed as follows: $29.0 million at URI, $7.6
million at RIC, and $4.0 million at CCRI. Total
expenditures were $39.7 million prior to FY 2007
with the balance of $859,233 programmed in FY
2007.
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Asset Protection — The Governor continues to
support higher education facility maintenance by
recommending Rhode Island Capital Plan funds
for asset protection through FY 2012. Asset
protection funding provides needed resources for
the maintenance of the hundreds of structures
across the system of Public Higher Education.
Total funding of $7.8 million is available for FY
2007 projects and of $6.2 million in FY 2008 in
the Rhode Island Capital Fund. A total of $7.5
million from the Rhode Island Capital Plan Fund
will be made available in FY 2009, $7.7 million
in FY 2010, with $8.1 million in FY 2011 and
FY 2012 at $8.5 million.

Information Technology Initiative (ITI) —
Education Innovation Smart Classrooms — The
Governor recommends $12.2 million in
certificates of participation to design and build a
Science and Technology Education in
Mathematics (STEM) Center at Rhode Island
College linked to the University and Community
College and open to all Rhode Island colleges
and universities, SMART classrooms at the
College and the University and one on each of
the Community College’s campuses, and initial
training across institutions to support the use of
technology. Projects that would qualify could
support teacher professional development,
innovative techniques, and teacher preparation
programs supporting K-12, post secondary and
adult education, and upgrades to existing science
laboratories in our public education institutions.
Proposals will be tracked by the PK-16 Council,
the Information Systems Steering Group, a
group of K-16 mathematics and science faculty,
the Governor’s staff, and Office of Higher
Education staff, before presentation to the
Postsecondary Education Executive Council,
which is made up of the Commissioner of Public
Higher Education and the three public higher
education institutions presidents. Expenditures
will include $3.05 million a year in FY 2007
through FY 2010.
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Community College of Rhode Island

Knight Campus Megastructure Addition — The
Governor recommends $16.2 million for an
85,000 square foot addition to the Knight Campus
Megastructure. This included $14.5 million from
general obligation bond proceeds, $600,000 from
Rhode Island Capital Plan Fund asset protection
funds (reflected under CCRI — Asset Protection
on Schedule 4), $380,000 in direct funding from
the Rhode Island Capital Plan Fund and $651,202
from revenue bonds. This expansion, which is
mostly complete, has alleviated several space
problems and allowed CCRI to sustain its
primary mission of providing access to post-
secondary education for all Rhode Islanders. The
expansion has provided additional space for
classrooms and laboratories, as well as faculty
and support staff. Total expenditures were $16.1
million prior to FY 2006 and $73,159
recommended for FY 2007.

CCRI Knight Campus Renewal - The Governor
recommends $16.1million for renovations at the
Knight Campus. The project would include
lighting, painting, floors, roadways, parking, and
residence repairs. Funding will be derived from a
new bond referendum proposed for the
November 2008 ballot. Total expenditures would
be $2.3 million in FY 2011, $7.6 million in FY
2012, and $6.3 million post-FY 2012.

Providence Campus Addition — The Governor
recommends expenditures from $6.65 million
from the issuance of general obligation bonds
for a 40,000 square foot addition to the
Providence Campus of CCRI. The project
includes classroom space, a day care facility and
expanded parking. Approved by the voters at the
November 1998 election, $6.65 million in
general obligation bonds have been issued for
this project. Total expenditures are $6.6 million
in pre-FY 2007 and $32,639 in FY 2007.

CCRI Newport Campus Construction — The
Governor recommends $12.5 million for a new
65,000 square foot Newport campus in the North
End of Newport on 6.5 acres of excess federal
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naval land. Other projects in the area may include
housing, recreation, daycare, and a government
center. This project will meet both an Aquidneck
Island expansion legislative mandate for general
studies and a hospital health and nursing program
shift from Newport Hospital due to hospital space
concerns. Funding is primarily derived from a
November 2000 bond authorization. An
additional $1.5 million had been allocated from
the Rhode Island Capital Plan Fund. Total
expenditures are $12.3 million in pre-FY 2007
and $226,675 in FY 2007.

CCRI Flanagan Campus Addition - The
Governor recommends $13.1 million for a 30,000
plus square foot addition at the Lincoln Campus
of CCRI. The project would include faculty
offices, roadways, parking, two additional
classrooms and bus shelters mandated by the
ADA and would not include a planetarium.
Funding will be derived from a new bond
referendum proposed for the November 2008
ballot. Total expenditures would be $3.5 million
in FY 2010, $4.6 million in FY 2011, and $5.0
million in FY 2012.

CCRI _Sprinkler System - The Governor
recommends a total of $3.5 million for the
installation of state-of-the art sprinkler systems at
both the Knight Campus and the Flanagan
Campus, including heating, ventilation, air work
of $1.0 million. Funding will be derived from a
new bond referendum proposed for the
November 2008 ballot. Total expenditures would
be $2.4 million in FY 2010 and $1.1 million in
FY 2011.

CCRI Knight Campus Nursing Program — The
Governor recommends $125,000 from Rhode
Island Capital Plan Fund, $65,000 in FY 2007
and $60,000 in FY 2008 to study facilities for the
nursing program.

Rhode Island College

Residence Hall Repairs — The Governor
recommends $4.0 million for the renovation of
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four residence halls at Rhode Island College. The
project will be financed with college funds and
proceeds from general obligation bonds: $3.8
million in pre-FY 2007 and $0.2 million in FY
2008.

DCYF Facilities Renovation (Phase III) — The
Governor recommends $7.8 million for continued
facility renovations on the east campus of RIC.
Emphasis will be on adding a day care program,
improving the landscape, and improving roadway
alignment to continue the successful pedestrian
mall theme through lighted and landscaped
walkways and realignment of parking areas. The
project will be financed from the general
obligation bond approved in November 2006 as
follows: $2.0 million each year FY 2008 through
FY 2010, and $1.79 million in FY 2011.

RIC New Residence Hall Construction — The
Governor recommends $30.0 million to construct
a new residence hall to meet on-campus demand
for student housing. Present plans are to provide
an additional 180-bed capacity to the current 830
student capacity among the five existing
residence halls. This project will be designed to
reduce the annual waiting lists for available on-
campus rooms. Financing from general obligation
bonds authorized by voters in November 2004 is
as follows: $3.0 million in pre-FY 2007, and
$27.0 million in FY 2007.

RIC-Recreation Center Modernization — The
Governor recommends $2.8 million to modernize
the recreation center, including pool, track, gym
facilities,  classrooms, and infrastructure.
Financing will be from $2.7 million of RIHEBC
revenue bonds in FY 2009 and $0.1 million of
college funds in FY 2007.

RIC Modernization and Rehabilitation of
Academic  Buildings - The  Governor
recommends $15.3 million for a two-phase
modernization and rehabilitation of four major
academic buildings at Rhode Island College:
Adams Library (103,178 sq. ft.), Craig Lee Hall
(80,352 sq. ft.), Clark Science Hall (43,126 sq.
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ft.), and Henry Barnard School (81,433 sq. ft.).
Modernization includes installation of single
pane window walls, elevators, and restrooms as
well as enhancements of classrooms and staff
offices, asbestos removal, power washing and
the sealing of brick and slate walls. Funding is
from a new general obligation bond referenda in
November 2008, with expenditures of $7.6
million in both FY 2010 and in FY 2011.

RIC Art Center Facility Renovation — The
Governor recommends $10.5 million to renovate
the existing 34,000 sq. ft. Arts Center and to
construct a 6,000 sq. ft. wrap around addition,
which will include: adequate faculty offices,
classrooms, studios (i.e. printmaking, metals,
ceramics,  photography, sculpture, etc.),
workshop areas, slide library, photography lab,
computer lab and multipurpose presentation
areas. Funding will be derived from a new bond
referendum ballot proposed for the November
2010 ballot.

RIC Alternative Entrance & Master Plan Site
Improvements Phase I[I — The Governor
recommends $7.5 million to improve the
Hennessey Street alternative entrance to the
College for vehicles and delivery trucks and to
renovate an existing building on the site.
Funding will be derived from a new bond
referendum ballot proposed for the November
2008 ballot.

University of Rhode Island

URI College of Pharmacy New Building — The
Governor recommends $65.3 million, of which
$65 million was approved in a November 2006
bond referendum for a proposed new 120,000 to
150,000 sq. ft. URI College of Pharmacy
Building. Changes in pharmaceutical research to
involved computer technologies require more
space that is sufficient, amenable to faculty
recruitment, and comparative to other
institutions. The present building is 38 years old
and 65,000 sq. ft. The planning will be financed
from private funds and the Rhode Island Capital
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Plan Fund. Expenditures are planned for: $11.5
million in FY 2008, $16.0 million in FY 2009,
$35 million in FY 2010, and $2.5 million in FY
2011.

URI Nursing & Associated Health Building —
The Governor recommends $500,00 in the
Rhode Island Capital Plan Fund in FY 2008 to
study and plan to construct a new 50,000 sq. ft.
building for the College of Nursing and related
Associated Health programs. The facility would
accommodate college teaching laboratories and
classrooms, research space, faculty and
administrative offices, clinical practice areas and
outreach programs.

URI New Chemistry Building - The Governor
recommends $500,000 in the Rhode Island
Capital Plan Fund in FY 2008 to study and to
plan to construct a new Department of
Chemistry building with teaching laboratories
and classrooms, research laboratories, and
faculty and administrative offices. High quality
facilities will also allow the University to pursue
alternate streams of revenue through contract
and grant work.

URI Chafee Social Sciences Center PCB
Abatement — The Governor recommends $3.35
million of Rhode Island Capital Plan funds to
rehabilitate the 95,000 square foot, eight-story
Chafee Social Sciences Center. This building
was closed December 23, 2000 when
environmental testing confirmed the presence of
PCB’s (polychlorinated bi-phenyls) within the
building. Recent results confirm construction
materials in windows, room unit ventilators, and
the surrounding ducts contain PCB’s. The
project was substantially complete in spring of
2003. Total financing in pre-FY 2007 was $3.34
million, with the final $3,851 programmed in
FY 2007.

Ranger Hall — The Governor recommends $4.6
million for this project, which involves the
complete rehabilitation and restoration of Ranger
Hall, a 36,000 square foot, four-story granite
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block laboratory constructed in 1913. The primary
goal of the project is to provide a new 20-year life
for the building envelope. A total of $3.5 million
in general obligation bonds have been issued for
this project, with $1.0 million in private funding
and $113,620 in University funds.

URI Repaving Project Phase Il — The Governor
recommends $2.0 million for the replacement of
paved surfaces in the central area on the
Kingston Campus. Priorities include Farmhouse
Road and the Roosevelt Hall Parking Lot, and
the Keany Parking Lot (drainage and repairs).
Funding will be from $1.7 million of RIHEBC
revenue bonds in FY 2006 and $0.3 million in
FY 2007.

URI Whispering Pines New Lodge and Dining
Room Addition — The Governor recommends
$3.8 million for the completion of a new 16,000
square foot lodge northeast of the main lodge
and an addition of 2,016 square feet to the
dining room and kitchen services at the
Whispering Pines Conference Center on the W.
Alton Jones Campus. Funding approved in a
public finance debt management act for FY 2004
will be from RIHEBC revenue bonds of $0.3
million in FY 2007, $3.0 million in FY 2008,
and $0.5 million in FY 2009.

Independence Hall Rehabilitation — The
Governor recommends $8.97 million for the
complete renovation of Independence Hall.
Renovations would include modernization of
finishes, lighting systems, plumbing systems,
locking systems, and furnishings. Financing
from general obligation bonds, RIHEBC bonds,
and Rhode Island Capital Plan funds is as
follows: $5.32 million in pre-FY 2007 and $3.65
million in FY 2007.

Lippitt Hall Rehabilitation — The Governor
recommends $8.5 million for the renovation and
modernization of Lippitt Hall. The rehabilitation
would include replacement of windows, roofing,
and exterior and interior renovations. Financing
would be from $2.2 million of issued general
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obligation bond proceeds and $6.2 million of
Rhode Island Capital Plan funds.

URI Parking Facilities and System - The
Governor recommends $8.0 million to create
new parking facilities for 1,000 car spaces. Two
separate parking lots, one of 200 spaces north of
West Alumni Road and the other of 800 spaces
off of Plains Road, are to be developed.
Additional systemization of campus parking is
also included. The project is to be financed from
RIHEBC revenue bonds: $6.8 million expended
in pre-FY 2007 and $1.2 million in FY 2007.

Residence Halls Modernization/Renovations —
The Governor recommends $65.3 million to
provide for a comprehensive capital program for
the rehabilitation of the residence halls at the
University of Rhode Island. With the completion
of a consultant’s report, a plan has been
developed for the modernization of the student
residence halls. The project calls for the
renovation of Adams Hall first, followed by
Browning, Barlow, Bressler, Weldin, and
Butterfield. These buildings would be renovated
and reconfigured to serve as a freshman village
complex. The Roger Williams Complex would
be the next phase of the project. The plan
anticipates that Coddington and Burnside Halls
would be phased out as residence halls and
either converted for academic purposes or
demolished. The final step would be the
renovation of Peck, Merrow, Hutchinson, and
Tucker Halls in the out years of this capital plan.
The plan will be financed with $21.0 million of
RIHEBC bonds and capitalized interest, $2.2
million of University Funds, and $22.0 million
of general obligation bonds approved on the
November 2000 ballot and $20.0 million
approved on the November 2004 ballot. Total
expenditures include $46.4 million prior to FY
2007, $15.4 million in FY 2007 and $3.5
million in FY 2008.

URI Utility Infrastructure Upgrade-Replacement
— The Governor recommends $25.6 million to
complete construction of utility upgrades and
replacement on three primary utility systems on
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the Kingston Campus, including steam, water,
and electric distribution. Funding will be derived
from a new bond referendum proposed for the
November 2008 ballot. Total expenditures will
be $5.9 million in FY 2010, $6.2 million in FY
2011, $6.6 million in FY 2012, and $6.9 million
in post — FY 2012.

Rodos Hellenic Center — The Governor
recommends $4.2 million to fund the
construction of a Rodos Building for Hellenic
Studies, a two-story building with 12,000 square
feet consisting of a classroom, lecture hall,
offices, library, storage area, chapel, and exhibit
space in FY 2007 through FY 2008. A second
phase would include an open-air classical Greek
amphitheater. This new facility would house the
Center for Humanities. The project will be
financed entirely with third party (the Hellenic
Society “Paideia”) private funding.

Center for Integrative [earning and Technology
— The Governor recommends $10.0 million for
the construction of a 38,000 square foot building
to house the academic departments of
Community Planning and Landscape
Architecture and the offices of the University
Transportation Center at Kingston. It will be
adjacent to the new Coastal Institute Building on
the northern perimeter of the Campus. Funding
is from federal grants. The facility will include
offices, laboratories, studios, and classrooms.
Expenditures include $1.2 million in FY 2012
and $8.8 million in post-FY 2012.

URI Environmental Biotechnology Center — The
Governor recommends $55.5 million to add
87,700 square feet of office space, classrooms,
and laboratory space at the Kingston Campus for
several biological departments. The current
structure would be improved and expanded to
include a new addition above the current roof.
Funding would be derived primarily from a new
general obligation bond voter approved in the
November 2004 ballot. Total expenditures
would be $500,000 of Rhode Island Capital Plan
funds in FY 2006 and FY 2007 for design work,
and issued general obligation bond funds of
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$16.6 million in FY 2006 and FY 2007,
unissued bonds of $26.6 million in FY 2008 and
FY 2009, and $5.0 million of private funding in
FY 2008.

URI Fraternity Acquisition or Lease - The
Governor recommends $3.2 million to purchase
or lease fraternity houses to put them into
useable condition for academic programs or for
student housing. The projects will be funded
from RIHEBC bonds. Total expenditures were
$162,016 in pre-FY2007, with $639,214 in FY
2007 and 42.5 million in FY 2008.

West Kingston Superfund Site Remediation —
The Governor recommends $3.58 million to
fund the University’s share of a planning task
force. The plan will design a required landfill
cap on private and University land to secure the
Superfund site at the West Kingston Municipal
Landfill and URI Disposal Area, as required by
the Department of Environmental Management
and the Environmental Protection Agency. Total
remediation costs, including the state and
University shares, are estimated at $3.58 million.
Funding of $2.6 million from the Rhode Island
Capital Plan Fund was expended in pre-FY 2007
with $954,000 in FY 2008.

URI  International Engineering Program
Expansion — The Governor recommends $1.8
million to create 40 more beds for the
International Engineering Program’s academic
residential program. This funding will call for
the University to lease/purchase the Chi Phi
Fraternity on College Road over ten years. The
funding in FY 2007 will be from $0.9 million of
private funds, $0.1 million of University funds,
and $0.8 million of a bank loan. Chi Phi
Fraternity will relocate.

URI Pell Library Rehabilitation— The Governor
recommends $15.1 million to add 25,000 sq. ft.
to the current 14,000 sq. ft. structure. Advanced
telecommunication and video systems will be
installed and improvements in computer
technology, overall building ventilation, and
classroom and document storage utilization are
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required. The project will be financed from
$14.0 million of general obligation bonds
approved in the November 2004 ballot, $1.0
million of federal funds, and and $0.1 million of
university funds beginning in FY 2005. Total
expenditures were $677,065 in pre-FY 2007,
with $6.6 million in FY 2007 and $7.8 million in
FY 2008.

URI StudentApartments/Suites— The Governor
recommends $73.8 million to fund construction
of 800 beds of new student housing targeted for
upper-division student population on the north
end of the campus at the University of Rhode
Island. The project will be funded from
RIHEBC bonds and university funding. Total
expenditures would be $36.6 million in pre-FY
2007, and $37.2 million in FY 2008.

URI New Dining Hall - The Governor
recommends $22.1 million to fund design and

construction of a new 31,700-sq. ft. dining hall
and 15,300 ft. storage and retail area in
Kingston. It would replace the Hope and Roger
Williams dining halls and offer expanded
convenience store items and various food
supplies. The project will be funded from
RIHEBC bonds and university funds. Total
expenditures would be $12.4 million in pre-FY
2007 and $9.8 million in FY 2007.

URI Emergency Medical Services and
Warehouse  Addition — The Governor
recommends $2.3 million to fund design and
construction of a permanent headquarters for the
campus Emergency Medical Services (a
volunteer state licensed service, operating 24
hours, seven days a week) and an addition of
approximately 4,000 sq. ft. of storage to the
current Central Receiving Building, as well as
other possible relocations. The project will be
funded from university funds and completed by
FY 2007, with $680,500 expended from Rhode
Island Capital Plan funds in pre-FY 2007.

URI Intercollegiate Athletic Improvements -
The Governor recommends $25,000 in private
funds and $7.0 million in RIHEBC bonds to
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plan and to replace, refurbish, renovate, and
construct  several intercollegiate  athletic
facilities, east stands of the football stadium,
grandstands at the soccer stadium, Keaney Gym
football offices and classrooms, including a new
weight room, and a new South Plaza entrance at
Meade Stadium (football).

URI Fire Protection/Sprinkler Systems — The
Governor recommends $35.4 million to upgrade
and install new fire protection sprinkler systems
in all university buildings, not renovated in the
next five years. Funding will be from RIHEBC
revenue bonds. Projects will span FY 2007
through post FY 2012: $0.5 million in FY 2007,
$11.5 million in FY 2008, $7.0 million in FY
2009, $6.6 million in FY 2010, $2.8 million in

FY 2011, $4.7 million in FY 2012, and $2.2
million in post FY 2012.
URI Energy Conservation / Performance

Contracting — The Governor recommends $18.1
million for an Energy Performance Contract
(EPC) with an Energy Services Company
(ESCO) to purchase energy-saving
improvements in buildings and infrastructure.
This includes improvements to existing
equipment, with a guarantee of energy savings
from the installed retrofit measures. Lease
payments to the provider include $3.4 million in
FY 2007, $8.7 million in FY 2008, and $6.0
million in FY 2009.

URI International Center — The Governor
recommends $3.7 million to construct a three-
story, approximately 6,000 sq. ft. building to be
connected to the Multicultural Center on the
Kingston Campus for the creation of an
International Center. The project includes office
and office support space and creates a lobby and
patio space adjacent to the buildings.

The projects will be funded through private
funding FY 2008 through FY 2011, with
$17,548 expended from Rhode Island Capital
Plan Fund in pre-FY 2007 for planning.

URI Fine Arts Renovation — The Governor
recommends $42.9 million in a November 2010

76

bond referendum to renovate and enhance the
120,720 sq. foot Fine Arts Center of the
Kingston Campus, which serves the University’s
programs in the musical, theatrical, visual and
graphic arts. The project requires replacement,
reconfiguration and enhancements to the
performance and studio facilities within the
building. The project will start in FY 2012
through post FY 2012: $5.0 million in FY 2012
and $37.9 million in post FY 2012.

URI Plains Parking/Flagg Road Extension —
The Governor recommends in FY 2007
expenditure of $200,000 in University funds to
plan and secure permits to configure a 1,300 ft.
Flagg Road extension to serve as an entrance to
the Plains Road Parking Lot. Eventually, an
additional 550 parking space extension is to be
constructed to alleviate event parking and new
student residence hall demands for parking.

URI Land Purchase @ —  The Governor
recommends $1.5 million to purchase the
Tibbetts Property north of the URI campus for
future use as a research park. The project was
approved in a separate Legislative resolution as
RIHEBC bonds for FY 2007. However,
University funds may be used in installment
purchases by agreement with the property
owners over eight years instead.




Rhode Island Atomic Energy Commission

Agency Responsibilities

The Rhode Island Atomic Energy Commission
operates the Rhode Island Nuclear Science
Center (RINSC) for the purposes of research,
education and training, and for matters relating
to the health, welfare, and economy of the
people of Rhode Island. The RINSC is located
on the Narragansett Bay Campus of the
University of Rhode Island.

Governor's Recommendations

Rhode Island Nuclear Science Center -
Landscape and Parking Lot — The Governor
recommends $50,000 be expended in FY 2008
from the Rhode Island Capital Plan Fund to
create and landscape a new parking lot in the
rear of the facility, since two new laboratories
will require additional parking.

Asbestos Abatement of Laboratory Wing —
The Governor recommends $60,000 be ex-
pended in FY 2009 from the Rhode Island
Capital Plan Fund to replace the asbestos floor
tile and carpeting in the front section of the
Laboratory wing.

Front Parking [.ot Repair, Resurface, and
Landscape — The Governor recommends
$60,000 be expended in FY 2011 from Rhode
Island Capital Plan Fund to repair cracks in,
completely resurface, and landscape the front
parking lot.
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Historical Preservation and Heritage Commission

Agency Responsibilities

The Rhode Island Historical Preservation and
Heritage Commission (HPHC) is responsible for
the protection and preservation of historic
buildings, districts and archaeological sites in
Rhode Island. Projects underway include a grant
program for financing restoration of cultural
centers of historical importance, assistance in the
financing of the Heritage Harbor Museum and
the Pawtuxet River Walkway, and continuing
rehabilitation of the Eisenhower House at Fort
Adams State Park in Newport.

Governor's Recommendations

Heritage Harbor Museum - The Governor
recommends $2.4 million in issued general
obligation bonds in FY 2007 and $2.4 million in
unissued funds in FY 2008 for the Heritage
Harbor Museum project, also known as
‘Dynamo House’. The authority was approved
by the voters in November, 2002.

The plan reflects a four-year delay in use of
bond funds due to refinement of the preliminary
master plan, c