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— - fjanuarys, 2017

TO: Senator Kathleen Vinehout
Room 108 South, State Capitol -

FROM: Emma Schumann, Fiscal Analyst

SUBJECT: Outstanding State Debt from December, 1996, Through December, 2016

At your request, this memorandum and attached table provide information relating to the
outstanding principal on state bonding programs from December, 1996, through December, 2016.

QOutstanding Indebtedness on State-Issued Bonds

The state's general obligation debt is backed by the "full faith and credit" of the state. The
state's pledge to repay its general obligation debt is an unconditional promise of the state to use its
taxing authority to assure repayment of the debt.

The state currently has three revenue obligation debt programs: (a) the transportation
revenue obligation bond program, which funds the construction and major renovation of state
highways and related infrastructure; (b) the clean water fund and environmental improvement fund
revenue obligation bond programs, which provide loans to municipatities in the state for drinking
water and water pollution control projects; and (c) the petroleum inspection fee revenue obligation
bond program, which provides petroleum environmental cleanup fund awards (PECFA) grants to
individuals to fund approved remediation of soil and water petroleum contamination.

Under 2003 Act 33, the state created an appropriation obligation bond program, under which
the state issued bonds, payable from funds to be appropriated by the state, to pay off the state's
unfunded prior service pension and accumulated sick leave conversion credit liabilities. Under
2007 Act 226, the state created a second appropriation bond program for the purpose of

repurchasing the rights to the state's tobacco seitlement revenues, which were earlier securitized by

the state.

Annual debt service payments on outstanding general obligation bonds are paid from sum
sufficient general fund, segregated fund, and program revenue account appropriations. General




obligation bond debt service payments are the first draw on revenues to these funds or accounts. If
segregated or program revenues would be insufficient to cover the annual debt service amounts
scheduled to be paid from a segregated fund or program revenue account, those payments would
be made from the general fund. ‘

Principal and interest payments on revenue obligation bonds issued under various programs
are made from a dedicated revenue source, which supports the debt issued. The annual debt service
payments on the {ransportation revenue obligation bonds are a first draw from the state's annnal
motor vehicle registration fees and various other transportation related fees. Annual debt service
payments on the clean water fund bonds are a first draw on annual clean water fund loan
repayment funds. Annual debt service payments on PECFA revenue obligations are a first draw on
annual revenues from the state’s two cent per gallon petroleum inspection fee on petroleum-based
products sold in the state.

Appropriation bonds are considered an undertaking by the state to repay a certain amount of
borrowed money that is payable from the general fund, subject to the anmual appropriation of funds

by the Legislature.

The attachment to this memorandum provides the level of outstanding principal as of
December of each year since 1996 for each type of bonds issued by the state.

ES/b
Attachment
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