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WHERE THE NEWSPAPER STANDS

Taking the heat ...

Williamsburg joins
with other localities
backing road authority

Councilman Paul Freiling asked, “Do
we choose to eat the rotten fish?”

Councilman Mickey Chohany called it
a choice between “rat poison or arsenic.”

And in that vein, the Williamsburg City
Council, with Chohany the lone dissenter,
voted 4-1 to support the Hampton Roads
regional transportation authority.

Welcome aboard?

Nobody likes this turkey, yet it is the
only dish being served up to the localities
of Hampton Roads. They must eat it if they
want the millions of dollars necessary for
regional transportation projects, or they
will go hungry.

The meal was prepared by a politically
divided state legislature incapable of meet-
ing its responsibility to finance transporta-
tion. Ideologues, mostly Republicans in the
House of Delegates, opposed the statewide
{ax increases necessary for a simple, intel-
ligent approach to raising the necessary
money. Now, what we have is an inade-
quate statewide plan and regional authori-
ties for Hampton Roads and Northern Vir-
ginia that are problematic — softer
language, indeed, than “rat poison or
arsenic” — in their own rights.

Yet real leadership requires difficult
choices, and the Williamsburg council has
demonstrated leadership by swallowing
this bitter pill. It joins Newport News, Nor-

folk and Virginia Beach, which have also
approved the authority.

The approvals in hand represent more
than 51 percent of the population within
the regional authority. That is one of two
requirements that must be met. Three.
more of the area’s 12 cities and counties
must join in for the authority to go into
business.

But approval won’t be a panacea. The
authority may not be able to raise suffi- -
cient funds; road work is, by its nature,
exceedingly slow. And the whole process
by which we’ve come this far has left resi-
dents and elected officials — especially
officials at the local level — angry and
alienated.

Yes, the flaws in this rotten fish are
manifest. Others, such as the debt issue
discussed in the editorial following this,
Iurk in the shadows, awaiting the clarity
that only time and events can offer.

But above all else, this authority, which
is best embraced and put to use, represents
a default by the General Assembly in what
is undeniably its responsibility, the state
transportation system. It is a ploy by state
legislators to slough off their responsibili-
ty on local elected officials, who have to
take the tough vote on raising taxes while
the state folks keep their too-delicate toes
above that roiling water. :

As other localities decide how to vote
on the authority, each should consider all
the issues involved and be guided by the
best interests of their communities — rec-
ognizing that all will suffer if the region’s
transportation system falls apart.
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LETTERS

NRA works to |

As a longtime life member of
the National Rifle Association, I
am used to getting beat up every
time some nut uses a gun to cause
a tragedy, and I expected no less"
after the Virginia Tech incident.
The NRA has only about 4 million
members who are diligent enough
to pay their dues and keep track of
what’s going on. However, we rep-
resent the interests of over 70 mil-
lion gun owners and, indeed the
Second Amendment interests of
300 million Americans should
they ever decide to exercise their

Blame NRA

Kudos and homage to the
National Rifle Association, which
once again has shown us that it is
our God-given right to own, tote
and use guns. g
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The transportation plan
could add to the debt
load of localities

Like households, localities have to
keep their debt under control. They have
to take on some, to pay for schools and
other major projects. But go overboard,
and their lenders do to them the equiva-
lent of what credit card companies do to
spendthrift individuals: lower their credit
rating, hold the line on their debt load,
hike the interest rate.

That makes it more expensive to bor-
row for things localities want to do — and
that comes down hard on taxpayers, who
have to come up with the cash for those
higher interest payments. If it limits the
ability to borrow, some local needs could
go begging.

With that background, there’s this to
contemplate: If the regional transporta-
tion authority created by the General
Assembly goes into business, it could
have some effect on localities’ debt load
and costs.

Some effect. Possibly. Under some cir-
cumstances.

Those are the complexities and uncer-
tainties that face localities as they decide
whether to give the transportation
authority a “yes” vote.

If enough do, the authority will levy
new taxes to pay for six big projects,
including widening Interstate 64 and a
third crossing across the harbor. To jump
start the projects, it will borrow money
and repay it out of those new taxes and
tolls.

Here's the problem: The agencies that
rule the credit rating world will count a
share of that debt among the obligations
of the localities.

The devil of what that will mean will
be in the details of how the authority does

EDITORIAL FEEDBACK

A PLACE TO PITCH ‘
Ienjoyed the May 7 editorial “Don’t
pitch it.” Do you know where someone
in Williamsburg can drop off some cell
phones? I have several and would glad-
ly donate them for a worthy cause.
E.A. Daniels

. OPINION
... passing the buck

business. If all goes as expected, localities
won’t be harmed by having credit rating ‘
agencies take that debt into account in
determining how they can borrow and at
what cost.

But things could get dicier if certain
possibilities were to materialize — if the
economy tanks and the revenue stream to
pay off the bonds starts to dry up, or if
enough member governments decided
that the localities will take on a moral
obligation to repay the authority’s bonds,
something they might do to lower the
inferest rate.

“Possibilities” and “might” and
“some” are the most accurate prediction
of how the authority’s debt will affect
localities, until the authority is formed
and the economic future is revealed.

Having part of the authority’s debt
show up on their credit report is a con-
cern for localities that are bumping up
against their borrowing capacity. New-
port News already has more than a half-
billion dollars in debt, and that’s putting
pressure on the city budget and its tax-
payers. Hampton has taken on consider-
able debt for projects like the convention
center and is poised to add a lot more for
schools and other projects; it watches its
credit rating closely, especially since
some of the debt for the new Coliseum
Mall replacement project will count
against its debt limit.

Newport News has already OK'd the
authority; Hampton is unlikely to do so.
But if the requirements to form the
authority are met, all members will be
bound by it, whether they voted for or
against its implementation.

“Overlapping” debt is just one of the
flaws that make the transportation
authority a stinky deal. But because it’s
the only deal on the table for addressing
major transportation needs, the region
will be best served if local governments
hold their nose and vote for approval.

Editor’s response: Verizon Autho-
rized Agent Cellular Services, 1301
Jamestown Road in Williamsburg,
accepts used cell phones; it donates
them to a local battered women'’s shel-
ter.

DY A Pro-vIOIEnce aulnuusiralivn
can do — move mountains, scale
tall buildings, wipe out universi-
ties.

Let us now examine ?hat sim-
pering, mindless phrase: “Guns
don't kill people, people kill peo-
ple.” Really? When was the last
time you heard of a drive-by ston-
ing? How about a mass garroting?
A school massacre by knifing?
Can’trecall? Gee, neither can I.

The mass murders, the mas-
sacres and the drive-bys are done
with guns, not knives or garrotes
or ropes or darts or anything else.

And where, oh where, did this
chronically mentally il young man
get his guns of choice? Yes: Fun-
loving, gun-loving Virginia. -

Let’s consider changing our
state slogan to: “Virginia is for gun
lovers — Support your NRA.”

Nancy Hecker
Newport News

Lost revenue

You are supposed to get a
license for your dog in the city of
Newport News. I used to purchase
it at the Peninsula Society for the
Prevention of Cruelty to Animals. I
have gone to the SPCA about once
a month since January, but the
computer system has been “down”
all year. The staff at the SPCA are
apologetic, the city administrators
know about the problem, but noth-
ing has been done.

At this point, the city of New-
port News needs every bit of rev-

enue it can get.

Suzi Edwards
Newport News

Queen’s visits

Iappreciate the extent of your
coverage of Queen Elizabeth IT's
visit and the events surrounding
the Jamestown anniversary. One
significant error in historic fact
continues to be repeated: The last
visit of the queen to Virginia was
not 1957. She visited Virginia on
the occasion of the Bicentennial in
1976 and, among other things, con-
ducted one of her famous “walka-
bouts” on the lawn of the Universi-
ty of Virginia.

Larry Shriver
Yorktown

‘No’ to regional taxes

As a voting taxpayer, I become
disappointed when elected leaders
serve in a fiscally irresponsible

Letters to the editor
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HAMPTON ROADS TRANSPORTATION AUTHORITY

AUTHORIZED FEES AND TAXES

Fee/Tax Statutory Amount Frequency Collection/Taxing Agency -~ Disbursement Method to the
Authority Statutory Authority Authority
under Chapter
896
Regional §46.2-755.1 $10 At time of annual DMV collects fees pursuant to By guidelines developed with DMV under
Annual Motor registration standardized procedures under §46.2- 14" Enactment Clause
Vehicle 756 and transfers to the State
License Fee Comptroller
Regional 846.2-755.2 1% of the value of One-time at initial Locality By guidelines developed with the localities under
Initial Motor the vehicle registration. Imposed | §46.2-752; §46.2-756 14" Enactment Clause
Vehicle in the jurisdiction
Registration embraced by the
Fee Authority in which
the vehicle is
registered.
Regional §46.2-1167.1 $10 Annual Safety Inspection Stations By guidelines developed under the 14™ Enactment

Motor Vehicle
Inspection Fee

§46.2-1167

Clause

Motor Vehicle | §§58.1-605K1, 58.1- | 5% - labor and At the time of Dept. of Taxation Dept. of Taxation - Special Fund with State
Repair Sales 606H2 services, repair of repair/service §58.1-605D; §58.1-606C Treasurer, transferred to the Authority monthly after
and Use Tax motor vehicles subtracting direct administrative costs, § 58.1-
605K2
§58.1-606H2
Regional §58.1-802.1 $.40/$100 of value Paid at closing Clerk of Circuit Court As soon as practicable §58.1-802.1
Congestion (Grantor’s pay) §58.1-3803
Relief Fee
(Additional
Grantor’s
Tax)
Sales tax on §58.1-1724.3 2% of Retail price At the time of Dept of Taxation Transferred on a monthly basis after subtracting
fuel purchase; tax to §58.1-1724.2 direct administrative costs, §58.1-1724.6
appear on fuel pump
Car rental fee | §58.1-2402.1 2% At the time of rental | DMV §58.1-2402.1C Transferred as appropriate to the Authority after

subtracting direct administrative costs, §58.1-
2402.1B
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Post Office Box 85678
AV E}N P O RT Richmond, Virginia 23285
Qe 3 NV
& COMPANY i« One James Center
901 East Cary Street 11% Floor
Richmond, Virginia 23219
804-780-2000

May 2, 2007
Mr. Jesse T. Wallace
City Manager
City of Hampton
22 Lincoln Street
8th Floor
Hampton, VA 23669

Dear Jesse:

In our capacity as Financial Advisory to the City of Hampton, you have asked Davenport &
Company LLC (“Davenport™) to review the recently approved Legislation (HB3202) calling for
the creation of a Regional Transportation Authority in the Hampton Roads area as well as
northern Virginia. Specifically, you have asked that we review and comment on the letters dated
April 20 and 23, 2007 from The PFM Group which address the sources of potential funding to
support bonded indebtedness and the potential credit impact on the participating localities. The
PFM Group has been retained by the Hampton Roads Planning District Commission to advise on
potential financial related matters.

Davenport has, over the past several days spoken directly to the lead professional and primary
author of the PFM letters, David Miller, Managing Director in their Orlando, Florida office as
well as representatives of the three national rating agencies who currently review the City —
Standard & Poor’s, Fitch and Moody’s. Finally, we have also been privy to a copy of the
financial opinion from the City of Virginia Beach’s independent financial advisor, Chester
Johnson of Government Finance Associates. Our review of the legislation and its potential credit
impact can be summed up as follows:

First, debt of the proposed Hampton Roads Transportation Authority will be viewed as
“overlapping debt” by all three rating agencies.

Second, to the extent the funding sources identified to meet the debt service of the proposed
Hampton Roads Transportation Authority exclude any local option tax, then the debt will be
viewed by all three rating agencies as having minimal, if any, impact on the local governments’
Debt Capacity; and

Third, if for any reason the proposed Regional Transportation Authority should either require or
desire to place a Moral Obligation backing of the localities on any indebtedness to the issued,
then, at least in the case of Moody’s, if not the other rating agencies as well, the debt will count as
“direct” debt of the localities involved. For the City of Hampton this will most certainly serve as
the basis for a downgrade given the level of new debt planned over the next 6 — 18 months.



In conversations with David Miller and after careful review of the myriad of “caveats” in his two
memorandums, the following [ believe can be fairly stated as The PFM Group opinion, which can
be summarized as follows:

First, the Transportation Authority has yet to be formed and as such no Plan of Finance and
corresponding legal documentation has been developed. Therefore, it is premature to speculate
on the ultimate credit rating of any debt issued. However, The PFM Group does not envision the
need for a Moral Obligation of the localities to issue any indebtedness because the revenue
stream(s) should be more than sufficient to carry the phasing in of debt.

Second, no local option tax financing(s) have been incorporated into The PFM Group work to
date involving any Transportation Authority financing. The Capital Plans do not contemplate this
at this time. However, future decisions by a locality(s) could incorporate this tax since it was
provided for in the Legislation. Therefore, the City will want to be cognizant of the decisions it
makes down the road involving which “taxes” are dedicated to transportation projects.

Summary/Conclusion

Upon review of the Legislation and its potential impact on participating localities, Davenport
believes that the nature of the overlapping debt should be “benign” to the localities as long as no
Moral Obligation on any debt is required and local option taxes are excluded. Ultimately, the
legal construct of any and all debt issuance will be the final determination to the rating agencies
on exactly how the City of Hampton and your neighbors will be treated. We recommend that as
Financial Advisor to you, any developments by a burgeoning Transportation Authority be closely
monitored by Davenport and a regular dialogue with the rating agencies continue as this process
unfolds. These two actions should help minimize any unforeseen surprises related to credit
issues.

Sincerely,
/s/: David P. Rose

David P. Rose
Senior Vice President
Manager, Public Finance

cc: Karl Daughtrey
Mary Bunting
Jim Vacalis — City of Suffolk
Dennis Kerns — City of Suffolk
John McDonald — James City County
Sandy Wanner — James City County
Charlie Burgess — City of Poquason
Jack Tuttle — City of Williamsburg
Phil Serra — City of Williamsburg
David Miller — The PFM Group
Art Collins — HRPDC
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