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Founded in 2008, the firm has been named a leading registered investment advisor (RIA)*
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Overview

The slow but now accelerating rollout of the Infrastructure
Investment and Jobs Act, or I1JA, will soon impact the
municipal bond market. The $1.2 trillion bill effectively
subsidizes many essential purpose revenue systems, making
some holdings potentially more attractive to investors.
Revenue systems such as transportation and utilities present
investment opportunities.
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Introduction

The passage of the remarkably bipartisan
[IJA on November 15, 2021, the most
comprehensive infrastructure bill in decades,
set in motion a chain of events that will
likely have impacts on internal government
operations, demand for labor, and related
supply chains.

The action now shifts from Congress to
federal agencies like the Department of
Transportation and the Department of Energy,
which are responsible for implementing the
law, setting up new programs, and finding
ways to quickly get the money out the door.
Next up will be state and local officials who
will assume an even greater burden. As the
owners and operators of most infrastructure
in this country, they must design and build
new assets, hire workers, and mobilize their
own financial resources. For municipal bond
investors, issues that stand up to rigorous
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credit analysis, focusing on the demand for the
service, demographics of the customer base,
capital demands and the financial resources to
maintain the system, are now further enhanced
by these additional federal monies.

Benefits to State and Local Governments
About two thirds of spending on infrastructure
has historically come from the state and

local level, as illustrated on the chart below.
Consequently, this infusion of federal cash is
not expected to replace local capital plans

but to incentivize governments to address

and supplement their capital needs — and
capital needs are abundant. U.S. domestic
infrastructure rates just a C- grade overall,
according to the last report by the American
Society of Civil Engineers, or ASCE. Some
components, including the D in stormwater and
a D- in mass transit make for worrying reading.2
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Source: US News & World Report, “A Look at Infrastructure Spending: Old and New”, 9/30/21, USAFacts, U.S. Department of the Treasury
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From the total bill’s $1.2 trillion in infrastructure
spending, approximately $550 billion is

meant for new spending through 2026. (The
remaining $650 billion is meant to maintain
funding for already established programs such
as federal gas tax receipts for highways.) Of
the $550 billion, over half is earmarked for
various transportation categories including
roads and bridges, rail, public transit, airports
and ports/waterways, electric vehicles, buses
and ferries and transportation safety and
connecting communities. Other significant
categories include power and water
infrastructure, broadband, system resiliency
and environmental remediation. Funds will

be allocated based on varying formulas

and distribution methods to state and local
governments and to government agencies,
such as transit authorities, each of which

will have a certain amount of autonomy in
determining funding for their specific capital
needs. While noteworthy, it will not eliminate
the backlog of capital needs and deferred
maintenance requirements. Indeed, the
infrastructure investment gap identified by the
ASCE is $2.59 trillion.

Challenges for State and Local Governments
Infrastructure remains the top priority for

U.S. mayors, according to the latest State of
the Cities report published by the National
League of Cities.* The issue was worsened by
the pandemic, with finance officers pausing
infrastructure projects to focus on balancing
the budget in the face of reduced revenues and
elevated costs — prior to federal aid packages

and the resumption of projects. Basic public
infrastructure, such as clean drinking water
and availability of parks and green spaces, is
highlighted as a key element of community
resilience. However, roads and bridges are
the most widely cited areas of infrastructure
experiencing declining quality. There is also
increased attention on broadband access.

Gains for state and local governments will
go beyond funding for core infrastructure.
For example, investments in broadband will
provide economic and social benefits to
rural and underserved urban communities.
Investments in power sector resiliency will
help mitigate the negative impact of extreme
weather on local economies. The legislation
also makes money available for state, local,
tribal, and territorial governments to ward
off cyberattacks, which will help reduce

the impact of related financial harm and
interruption of essential services.

There’s going to be tension as governments
decide between shovel-ready and shovel-
worthy projects and face pressure to get
money out the door quickly. If the past

is any guide, that should result in hasty
backing of shovel-ready projects without full
consideration of solutions that leverage better
technology and have a greater economic

and environmental impact. States and local
regulators have an important role to play here
in guiding the investment in directions that lead
to longer-term sustainability, keeping in mind
that while the funds today will finance capital
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expenses, communities will be on the hook for
longer-term operations and maintenance.

As funds begin to flow, there is a need to
manage issues such as permitting, community
opposition and litigation, which have long
driven up the costs and timeline of U.S.
infrastructure projects. Those challenges

are on top of the current economic hurdles

of inflation and a tight labor force. The Act

has already launched 129 brand-new federal
infrastructure programs or set-asides.> These
range from the Department of Transportation’s
Bridge Investment Program to the Department
of Energy’s program to improve battery
processing and manufacturing. These new
programs come with regulations and reporting
requirements and presents unique challenges.

Other federal programs that could assist in
funding infrastructure needs are the American
Rescue Plan Act, or ARPA, of 2021 and the
proposed Inflation Reduction Act. ARPA’s

$1.9 trillion in additional COVID-related

relief includes $350 billion in direct state

and local government aid that more than
doubles the $150 billion in aid received from
the Coronavirus Aid, Relief and Economic
Security Act, or CARES Act. Under ARPA, there
is significant flexibility in the use of this money
including to help supplement capital costs.
While the bulk of the monies so far have gone
for revenue replacement and replenishing
unemployment insurance trust fundsé, monies
can be used to address social factors that
caused the pandemic to hit some citizens
much harder than others. However, ARPA

funds are not fully discretionary and come
with reporting requirements that makes it
potentially administratively more burdensome
than simply replacing state and local revenues
or replenishing funds.

In addition, the proposed Inflation Reduction
Act, with passage dependent upon the
congressional reconciliation process as
opposed to bipartisan support, has monies
dedicated to home electrification and
efficiency, electric vehicles, environmental
justice, and conservation. All these categories
could have an impact upon public power
entities, transportation systems, combating
wildfires and air pollution.

Impact on Future State and Local Debt
Issuance and Budgets

It seems likely that the additional funding
provided in the lIJA, as well as monies in the
ARPA, will lead state/local governments

and government agencies to resume, and

even expand, their infrastructure plans. In
conjunction with infrastructure costs only
partially covered by grant funding from the bill
it seems likely that many issuers will rely on
debt financing to cover remaining capital costs.

While much of the bill is in the form of grant
money, several sections of legislation specify
the use of grant capital to include interest and
other financing costs. Further, some sections
of the bill specify maximum Federal funding
levels of as low as 10% but rising to 100% in
certain instances. As such, it is likely that some
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level of tax-exempt funding will pay for the than traditional design-build contracts.

proportions of the project that are not provided Depending on the financing structure and

for under the legislation as well as grant legal documents, there could be an element of

anticipation funding for some portion of the construction, project completion and operation

project finance. risk that needs to be scrutinized before the
purchase of any bonds. There is also an

Other provisions of the IIJA that could lead to increase in the cap of Private Activity Bonds’ to

more debt issuance include a requirement for $30 billion from $15 billion so we can expect

assessments of large projects to see if Public- more tax-exempt bond issuance.

Private-Partnerships are more advantageous
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Conclusion

Investors, as well as all levels of government,
know that the need for improving the
infrastructure in the United States is clear and
critical. Washington has recognized this need
with money. The IIJA and potentially the ARPA
present the opportunity to leverage these
monies into new investment opportunities.

Our analysis of bonds secured by these
various financing options is based on several
factors: the volatility of the revenue stream,
the construction and operating risk of specific
projects and the underlying economics. It is
important that issuers provide and document
safeguards against over-leverage through
various legal protections.

Our portfolios are currently heavily weighted
toward essential purpose revenue systems

and they should benefit from the additional
federal aid. Changes to enterprise systems

will continue as the infrastructure needs only
grow and there remain questions on financial
resources. Continuing conversations with our
clients about risks and opportunities in this and
other rapidly evolving sectors help us construct
and manage truly customized portfolios.



8

August 2022 | Following the Money: The Impact of the Investment and Jobs Act on Municipal Bonds

Notes

Financial Advisor 2022 RIA Ranking; Barron’s 2021 Top Independent Advisors; Financial Planning 2021 RIA Leaders

2021 Report Card for America’s Infrastructure from the American Society of Civil Engineers

2021 Report Card for America’s Infrastructure from the American Society of Civil Engineers

State of the Cities 2022, National League of Cities

The Brookings Institution: Introducing the Brookings Federal Infrastructure Hub: A comprehensive guide to the infrastructure law. 2/10/22
“What the First Batch of Treasury Department Reports Tells Us About How Governments are Using Their ARPA Money”, University of Illinois
Chicago Government Finance Research Center, June 15, 2022

“Introduction to Private Activity Bonds”, US Treasury, Internal Revenue Service. Private Activity Bonds (PABs) are obligations that benefit
non-governmental persons, such as private businesses, charitable organizations or individuals and are tax-exempt if they meet certain
requirements. Generally, each state is limited to a maximum amount of qualified PABs that can be issued on an annual basis. Common
qualified recipients include airports, private schools & universities, hospitals & health centers, and student loans.
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Disclosures

Evercore Wealth Management, LLC (“EWM”) is an investment adviser registered with the U.S. Securities and Exchange Commission under the
Investment Advisers Act of 1940. EWM prepared this material forinformational purposes only and should not be viewed as advice or recommendations
with respect to asset allocation or any particular investment. It is not our intention to state or imply in any manner that past results are an indication
of future performance. Future results cannot be guaranteed and a loss of principal may occur. This material does not constitute financial, investment,
accounting, tax or legal advice. It does not constitute an offer to buy or sell or a solicitation of any offer to buy or sell any security/instrument, or to
participate in any trading strategy. The securities/instruments discussed in this material may not be suitable for all investors. The appropriateness
of a particular investment or strategy will depend on an investor’s individual circumstances and objectives. Specific needs of a client must be
reviewed and assessed before determining the proper investment objective and asset allocation, which may be adjusted to market circumstances.
EWM may make investment decisions for its clients that are different from or inconsistent with the analysis in this report. EWM clients may invest
in categories of securities or other instruments not covered in this report. Descriptions provided in this material are not substitutes for disclosure
in offering documents for particular investment products. Any specific holdings discussed do not represent all of the securities purchased, sold or
recommended by EWM, and the reader should not assume that investments in the companies identified and discussed were or will be profitable.
Upon request, we will furnish a list of all securities recommended to clients during the past year. Performance results for individual accounts may
vary due to the timing of investments, additions/withdrawals, length of relationship, and size of positions, among other reasons. Prospective investors
should perform their own investigation and evaluation of investment options, should ask EWM for additional information if needed, and should
consult their own attorney and other advisors. Indices are unmanaged and do not reflect fees or transaction expenses. You cannot invest directly in
an index. References to benchmarks or indices are provided for information only. The securities discussed herein were holdings during the quarter.
They will not always be the highest performing securities in the portfolio, but rather will have some characteristic of significance relevant to the
article (e.g, reported news or event, a new contract, acquisition/divestiture, financing/refinancing, revenue or earnings, changes to management,
change in relative valuation, plant strike, product recall, court ruling). EWM obtained this information from multiple sources believed to be reliable
as of the date of publication; EWM, however, makes no representations as to the accuracy or completeness of such third party information. Unless
otherwise noted, any recommendations, opinions and analysis herein reflect our judgment at the date of this report and are subject to change. EWM
has no obligation to update, modify or amend this information or to otherwise notify a reader thereof in the event that any such information becomes
outdated, inaccurate, or incomplete. EWM’s Privacy Policy is available upon request. EWM is compensated for the investment advisory services
it provides, generally based on a percentage of assets under management. In addition to the investment management fees charged, clients may
be responsible for additional expenses, such as brokerage fees, custody fees, and fees and expenses charged by third-party mutual funds, pooled
investment vehicles, and third-party managers that may be recommended to clients. A complete description of EWM’s advisory fees is available in
Part 2A of EWM’s Form ADV. Trust and custody services are provided by Evercore Trust Company, N.A,, a national trust bank regulated by the Office
of the Comptroller of the Currency and an affiliate of EWM. The use of any word or phrase contained herein that could be considered superlative
is not intended to imply that EWM is the only firm capable of providing adequate advisory services. This document is prepared for the use of EWM
clients and prospective clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the
express written consent of EWM. This document includes projections or other forward-looking statements regarding future events, targets, intentions
or expectations. Due to various risks and uncertainties, actual events or results may differ materially from those reflected or contemplated in such
forward-looking statements. There is no guarantee that projected returns or risk assumptions will be realized or that an investment strategy will be
successful. Any references made to awards or rankings are not an endorsement by any third party to invest with Evercore Wealth Management and
are not indicative of future performance. Current or prospective clients should not rely on awards or rankings for any purpose and should conduct
their own review prior to investing..

EWM and its affiliates engage in a wide range of activities for their own account, and for their clients and the accounts of their clients, including
corporate finance, mergers and acquisitions, equity sales, trading and research, private equity, and asset management and related activities. The
observations and views expressed herein have been prepared by the individual author and, unless otherwise specifically stated, are solely those
of the individual author and not EWM or any of its affiliates or any of their respective personnel. Other professionals of EWM and its affiliates may
provide oral or written advice, services, market commentary, trading strategies and other material to clients that reflect observations and views
that are contrary to those expressed herein. The author of this material may have discussed the information contained herein with others within or
outside EWM and the author, EWM and/or such other persons may have already acted on the basis of this information (including by communicating
the information contained herein to other customers of EWM and its affiliates).

© 2022 Evercore Wealth Management LLC. All rights reserved. All other marks are the property of their respective owners.
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