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CHAPTER I: EXECUTIVE SUMMARY 

This 1')')8 debt atTordability study provides a framework for determining both the 
affordability and the funding priorities of the State's infrastructure needs. By providing financial 

I ratios using outstanding and projected levels of indebtedness, this report evaluates the .debt 
I position of the State's General Fund relative to its historic equivalents and to those of its peer 

group states. The trends exhibited in these debt ratios are routinely applied by the municipal 
bond market as a factor in determining credit ratings on general obligation debt. Lower credit 
ratios relative to other borrowers indicate a greater likelihood of debt repayment which translates 
into reduced borrowing costs for an issuer. The most widely used debt ratios are: debt to 
personal income, debt per capita and debt service to revenues, 

State Treasurer's Cautionary Borrowing Zone 

The debt affordability report presented to the Legislature and Governor by the State 
Treasurer on October I, 1997 met the requirements of SB 2009 by formulating an answer to the 

I. 	 question, "How much debt can the State afford?" The 1997 report articulated the need to 
establish a ceiling, not a target, on the amount of debt that can be authorized and issued to avoid 

.' 
impairing the State's credit ratings and other spending priorities. The 1997 report set the 
maximum borrowing amount at 6 percent, as measured by the ratio of annual General Fund debt 
service to General Fund revenues. Because General Fund revenue is subject to fluctuation as the 

" 
I economy changes, the 1997 report further advocated the concept of a cautionary zone of 

I' 	 borrowing. To avoid exceeding the maximum of 6 percent, policymakers should carefully 
monitor debt ratios so that debt service as a percentage of General Fund revenues remains below 
the 6 percerlt maximum, 

I 
I. 

Cautionary Zone of Borrowing Concept Adopted by State Legislature 

Since release Df the 1997 report, the 6.0% cautionary zone of borrowing developed by the 
State Treasurer has been accepted and exercised by the Legislature in determining capital 
spending priorities. Recently, the Legislature approved SB 50 (Greene) which would enact the 
Class Size Reduction Kindergarten-University Public Education Facilities Bond Act of 1998 
upon approval by the State electorate on November 3, 1998. In SB 50 (Greene) the State 
Legislature stated: ;'This bill would declare that it is the policy of the state to exercise 
prudence in undertaking the sale of bonds otherwise authorized for sale by this bill or any 
other act, and would encourage undertaking the sale ofbonds not to exceed a cumulative debt 

. 	I service to General Fund revenue ratio of 6% unless the sale is in' the best fiscal interest of the 
state." 

Trends in Credit Ratios and Relation to State Medians/Peer Group 

The State General Fund's ratios of debt per capita, debt to personal income and annual 
debt service to General Fund revenue should be annually compared to both Moody's medians 
and the debt ratios of the ten most populous states in the nation. A multi-year comparison of the 

" 	 State's debt ratios 'is necessary to produce a trend which accurately retlects the debt burden of the 
General Fund relativ(, to its peer group states. 

j: 

I, 
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Management of the State's General Fund indebtedness has improved since its high in 
;; fiscal year 1994·95. As is illustrated by th~ comparisons with Moody> medians. the State has 
:' reduced LI:i debt burden over the last three tlscal years and placed Ltselt 111 posillon for upgrades 
:1 of its credit ratings. Of most relevance to the debt affordability concept is the three-year 
II annual impro'vemenl in the ratio of annual debt service to General Fund revenues. The 

,,." :: State's current ratio <ifannual debt service to General Fund revenues is 4.4%. 

p " 

f~ ii Debt AffordabilityConcept to Establish Spending Priorities 


Ii The annual debt affordability study is a financial tool to assist State policymakers in 
" setting priorities for capital spending and borrowing so that the highest priority needs can bernet 
" within the available fiscal resources. Striking a balance between fiscal resources and capital 
:i needs in the short-tenn is essential to .the long-term financial success of the Siate. By analyzing 
: prospective debt issuances with a focus on future financial resources. a satisfactory compromise 

between the infrastructure needs of the present generation and the repayment ob\igations of 
:! future generations can be achieved. The alternatives of future Californians having substandard 
ri. infrastructure or conversely being highly burdened by debt are both unattractive prospects for the 
!l State. .' .". , 
[! 
II To the' extent projected General Fund revenues are insufficient to maintain a ratio of 
" annual deht service to General Fund revenues of less than 6.0%, 'policymakers should 
;', consider additional debt a required exception and provide a fiscal plan to reduce the ratio 
: below the caurionary zone. 

, 
.,. !i Capacity for Additional Debt within Cautionary Zone 

I I! Using the State Department of Finance's current General Fund revenue projections, we 
" I: calculated the currelll debt affordabilitv level of the General Fund. Our calculations indicate [. 

'I 	 ~.'," 
;1 that the State's General Fund can support a maximum.of $49.0 billion in total new bond 
:1 issuances from fiscal years 1998-99 through 2007-08, or a maximum of$4.9 billion per year, 
!: without exceeding the 6.0% borrowing ceiling. 

The current ten-year debt affordability level is a larger amount than the State Treasurer's 
p., Office de!~,rinined to be affordable in its 1997 Debt Affordability Report. This increase is 

: primarily ,jue to the improving State economy and the higher level of General Fund revenues this " 
!i 	 economic growth has produced. While this higher level ofdebt affordability is good news for 

Californians, the dramatic improvement in just one year reflects the volatility of debt 
affordability projections and the importance of preparing this analysis on an annual basis. 
The record growth llOW present in the State's economy and tax base cannot be expected to 
continue indefinitely, therefore, the debt levels currently affordable will vary in the coming 
fiscal years. ,. 

'; 

Debt Position to Reduce Borrowing Costs 
I! 
!. GCl'iernmentaI entities that have incorporated the debt affordability concept into the 
" capital planning process have benefited in terms of credit ratings upgrades. These improvements 
" in credit CJualityallow governmental entities to issue debt at lower yields to investors and lower 

costs to taxpayers. 
,. 
iI If 
11 
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I 	 CHAPTER 2: I!'IiTRODUCTlON
11 

It 
I. il 	 HISTORY OF DEBT AFFORDABILITY REPORT " ,. 
I II

I' 
Ij !I Legislative Requirements of S8 2009 

i; 
 I,1 
!j SiEce 1997, the State Treasurer has prepared a report analyzing the indebtedness of the'. I',. 	 State's General Fund. This annual analysis has included various indicators of fiscal health, such Ii
I' i'.' 	 as the ratios of'General Fund debt per capita and General Fund debt to personal income and 

"i, :i annual General Fund debt service to General Fund revenues. These credit ratios are routinely Ii 
'I 	 applied by the 'municipal bond market as a factor in determining credit ratings on gene~~l 

obligation debt. Lower credit ratios relative to other borrowers indicate a greater likelihood of 
,.
" debt repayment' which translates into reduced borrowing costs -for an issuer. Thus, the 
I'" 	 conclusions drawn by this report are available to serve as a framework for determining both the I: 

affordabiiity and' funding priority of the State's current and future infrastructure needs. 

,. 
'I l.inder the sponsorship of State Treasurer Matt Fong, SB 2009 (Killea) was approved by I' 

the Legislature and signed into law by Governor Pete Wilson in 1996. This legislation requiring " ,. 
,. 	 the State Treasurer to prepare an annual debt affordability report to be presented to the 

Legislature and Governor by October I SI of each year, formalized the importance of an annual 
assessment of General Fund supported debt in relation to fundingdecisions for essential capital 

I; 
projects. Listed below are the information requirements requested of the State Treasurer under 

t' SB 2009. 
il 

!' 


I' 	 A listing of authorized but unissued debt that the Treasurer intends to sell 
Il • 

during the current fiscal year and the budget year and the projected increase in I, 
" 	 debt service as a result of those sales. 

A description of the market for State bonds. I' • 
.' 
I' • An analysis of the ratings of State bonds. 

• 	 A listing of outstanding debt supported by the General Fund. 

• 	 A listing of authorized but unissued debt that would be supported by the 
G<lneral Fund. 
A schedule of debt service requirements for the outstanding debt of the• 
General Fund.' , :'

-I
'. • Identification of pertinent debt ratios, such as debt service to General Fund 
I' ,. 
'1 , revenues,. debt to personal income, debt to estimated full-value of property 

and debt per capita.'I':, 
• 	 A comparison, of the prepared debt ratios with the comparable debt ratios for 

the ten most populous states. 
10 
,. " 
10
.' Summar.Y of 1997' Debt 'Affordability Report 
"f; 
i Th,~ debt affordability report presented to the Legislature and Governor by the State 

Treasurer :m October I, 1997 met the requirements of S8 2009 by formulating an answer to the'. 
" i' 	 question, "How'much debt can the State ajj{lrd"" The 1997 report articulated the need to 

establish a ceiling, not a target, on the amount of debt that can be authorized and issued to avoid 
Ii 
I 
" 

I' 
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IInpalring th~ State', credit ratings and other spending priontlcs. The 1997 report set the 
maximum borrowing amount at 6 percent. as measured by the ratio of annual General Fund debt 
s~rvice to General Fund revenues. Because General Fund revenue is subject to tluctuation as the 
economy changes, the 1997 report further advocated the concept of a cautionary zone of 
borrowing. To av6id exceeding the maximum of 6 percent. policymakers should carefully 
monitor debt ratios so that debt service as a percentage of General Fund revenues remains below 
the 6 percent maximum. 

In other words, an Increase in annual debt service payments without a concomitant 
increase in revenues, resulting in a ratio of greater than 6.0%, could reduce investor confidence 
and increase borrowing costs by placing the State's general obligation bond ratings in jeopardy 
of downgrades. The State's general obligation bond ratings are currently AA-/ AI/ A+ from 
Fitch Investors Service ("Fitch"), Moody's Investors Service ("Moody's") and Standard & 
Poor's Ratings Group ("S&P"), respectively. 

The 1997 report noted that the accelerated debt issuances and declining General Fund 
revenues from fiscal years 1990-91 through 1993-94 contributed to the State's General Fund 
ratings dropping from the triple-A level to the single-A leveL These ratings reductions in tum 
increased the State's cost of borrowing by requiring higher interest payments. 

Another highlight of the 1997 report was the conclusion that with only 10.0% of the 
General Fund budget at the discretion of the State Legislature, maintaining debt service 
payments below the 6.0% cautionary level would loosen budgetary constraints on the Legislature 
and allow them to react to changing policy priorities. The cited example was that an increase in 
debt service payments from 5.0% to 7.0% of General Fund revenues would reduce discretionary 
spending from 10.0% of the budget to 8.0% of the budget, or a 20% loss in discretionary 
spending. 

Since release of the 1997 report, the 6.0% borrowing ceiling developed by the State 
Treasurer has been accepted and exercised by the Legislature in determining capital spending 
priorities. Recently, the Legislature approved SB 50 (Greene) which would enact the Class Size 
Reduction Kindergarten-University Public Education Facilities Bond Act of 1998 upon approval 
by the State electorate on November 3, 1998. Voter approval of this act would authorize the 
issuance of State general obligation bonds in an amount not to exceed $9.2 billion for the 
financing of, school district capital improvements and higher education facility building 
construction. Of particular relevance to a discussion of debt affordability is the State's 
declaration of the following through SB 50 (Greene): "This bill would declare that it is the policy 
of the state to exercise prudence in undertaking the sale of bonds otherwise authorized for sale by 
this bill or any other act, and would encourage undertaking the sale of bonds not to exceed a 
cumulative debt service to General Fund revenue ratio of 6% unless the sale is in the best fiscal 
interest of the state." 
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CONCEPT OF DEBT AFFORDABILITY 

Balance between Fiscal Resources and Capital Needs 

The purpose of this 1998 debt affordability study is to provide a framework for 
evaluating both the affordability and the funding priorities of the State's infrastructure needs, By 
analyzing prospective debt issuances with a focus on future financial resources, a satisfactory 
compromise between the infrastructure needs of the present generation and the repayment" ;1 
obligations or future generations can be achieved, The alternatives of future Californians having 
substandard schools, parks and roads or conversely being highly burdened by debt are both 
unattractive prospects for the State. As either of these possibilities would significantly limit the, 
future economic viability of the State relative to its peers, striking a balance between fiscal 

, 	 resources and capital needs is essential to the long-term financial success of the State. This debt 
affordability report is intended to assist state policymakers in setting priorities for capital 
spending and borrowing so that the highest priority needs can be met with the limited fiscal 
resources available. , ' 

Debt Affordability Concept as an Effective Policy Instrument 

,Many governmental entities have been successful in analyzing future debt issuance in 
terms of projected financial and economic resources. These analyses have routinely stressed that 
resources as well as needs should determine a capital program. For example, to demonstrate to 
municipal credit analysts that it was managing well the often conflicting demands of 
infrastructure and financial stability, the State of Maryland was the first state to utilize the 
concept of debt affordability which is credited with helping the state maintain its triple-A ratings. 

It is also possible to use the debt affordability concept to prioritize capital spending and 
borrowing. To the extent that projected resource's are insufficient to meet 100% of a state's 
projected capital needs. the debt affordability analysis can indicate what percentage can be met 
so that state policymakers can allocate the borrowing to the highest priority projects. 

Value of Debt Affordability Concept 
" 

Governmental entities that have incorporated the debt affordability concept into the 
capital planning process have often benefited in terms of credit ratings upgrades. These 
improvements in credit quality allow governmental entities to issue debt at lower yields to 
investors and lower cost to taxpayers. Conversely, it should be noted that inattention to the 
affordabili:y of new debt issuances possibly resulting in a ratings downgrade could result in 
increased bon'owing 'costs to taxpayers, 

" 

Of'FleE OF TIlE ST,I TE TRE,ISURER 	 P..IGE 6 OF 23 



1998 IJliIlT,1Ff'(JRIJ,IRIUTI' Rf:/'{JRT 

CHAPTER 3: CURRENT STATE DEBT POSITION 

NET TAX-SUPPORTED DEBT OF GENERAL FUND 

The net tax-supported debt calculations routinely included in the official statements of the 
State's bond .offerings are consistent with the methodology used by the bond rating agencies. 
Specifically, Moody's excludes both borrowings with final maturities of less than one year, such 
as commercial paper and revenue anticipation notes, and long-term obligations issued by the 
State's agencies or authorities which have self-supporting forms of repayment and no recourse to 
General Fund revenues. After an examination of each item of indebtedness as of June 30, 
1998, the General Fund's net tax-supported debt was calculated to be $21,572,386,000. 

STATE OF CALIFORNIA - GENERAL FUND (as of June 30. 1998) 

CALCU/,AnON OF NET TAX·SUPPORTED DEBT (000',) 


General Obhgallon Bonds (Non-Sen Liquidating) 
Clean Air. CII;an Water. Passenger Rail & Transportation 
Earthquake Safery 
Fish. Wildlife & Coastal 
Hazardous Substances 
Higher Education 
Housing & Homeless 
Library Construction 
Park. Parklands. Beach. Recreational &.HislOrical 
Prison, Jail & COITcctionai 
Public Education & School Facilities/Building 
Safe Drinking Water 
Senior Center 

Enterprise Fund Bonds (Self Liquidating) 
Harbor Development 
School Building AidlEarthquake Reconstruction 
Veterans 
Water Resources 

I. Total General Fund General Obligation Debt , 
r Lease-Purcha!;e Bonds 

California Community Col leges 
California State University 
Department of Corrections 
Energy Efficiency Program 
Other State Building 
Slale Office Buildings 
Universitv of Cali fornia 

East Bay Slate Building Authority (Special Fund Supported) 

San Bernardino JPFA (Special Fund Supported) 

Siln Francis:o St~te Building Authority (Specii11 Fund Supported) 


Total General Fund Debt 

GROSS TAX·SUPPORTED DEBT 

LESS 
Enterprise Fund Bonds (Self Liquidating) 
Le:lsc-Purctmsl' Bonds (Spcl'ial Fund Supponcd) 

NIiT T,IX·SUPPORTED DEBT,. , 

AUTHORIZED AND 
AUTHORIZED OUTSTAt\DII"G 

UI"ISSlEO$ 

$ 5.460.000 
2.450.000 

861.000 
100,000 

2.350.000 
450,000 

75.000 
1.370.000 
4,087.000 

10.790.000 
425,000 

S 2,126.395 
484.745 
599.095 

44.600 
1.631.635 

202.985 
53.350 

435.825 
2.356.825 
6,741.431 

235.880 
20,000 

14.932.766 

S 1.926.210 
1.899,995 

43.480 

139,325 

.8,625 
3.550 

84.600 
1,702.344 

28.765 

5,836.894 

60,000 
110.000 

5.610.000 
17';0000 
7.530,000 

285 
3,750 

2.881.565 
1,021350 
3,906.950 

301.500 
167600 
469.100 

$ 35,998,000 $ 18,839,716 $ 6,305,994 

$ 688.079 
769.580 

2,886,013 
421.200 

N/A 
1.474549 
1.156.751 

N/A
r-;/A 
"'/A 

7.396.172 

$ 646,230 
769.580 

2.830.744 
141.980 
770.230 
)24.105 

1.156.751 
88,960 
63.755 
54,270 

6.846.605 

$ 41.849 

55,269 
279.220 

N/A 
1,150.444 

N/A 
N/A 
N/A 

1.526.782 

$ 43.394.172 $ 25,686.321 $ 7.832,776 

$ 25,686,32.1 

$ 3.906.950 
10tl,l)KC:; 

$ -/,113,935 

$ 21,572.386 

... The t\ulh(lrj;.'e:J :md Uni ....\ucd :ZlUounl of Genera! Obligalion hom!... include., .$' .fJ:!5.nU.fH}() in (}uw;mding cnm/l/Cn:i:11 p.zpcr. 
SUIITn': StilIi' I" (·/Ili(iulljll. O{(i'Y (/(thy J rYll.mrrr . ' 

OFFICE OF TIlE ST,ITE TREASURER P,IGE 7 OF 23 



ST.,l TE, 01' CAI.lHIRNM 	 1998 f)1;UTApHJRIJMIlUTI' REPORT 

DEBT RATIOS 

I' 	 Value of Key Debt Ratios 

In evaluating debt position. credit analysts calculate and compare an entity's debt ratios 
.I 	 relative ,to its historic equivalents and to those of its peer group states. These ratios taken in 

tandem with the computation of net tax-supported debt can have an impact on bond ratings, 
which in turn affect borrowing costs. The most widely used debt ratios are: debt to personal 
income, debt per capita and annual debt service to revenues. 

,. The ratio of debt to personal income reflects the potential reserves available for 
I 

repayment of an issuer's debt. The ability of governments to transform this income into 
revenues through taxation makes personaI' income a strong indicator of a borrower's ability to 
repay its obligations. The ratio of debt per capita is a relative measure useful for comparing 
issuers with varying wealth levels, given that the demands for governmental services and 
facilities made of a public entity generally move in correlation with the size of its populace. 
Calculation of the ratio of net tax-supporred debt service to general fund revenues is particularly 

I, 	
relevant to the debt affordability concept. This ratio reflects the degree of flexibility the issuer 
has within its budget and thus the ability to adjust expenditures for unanticipated contingencies. 

As indicated, in the past Moody's has calculated median debt ratios for all states. In 
1998, the median debt per capita ratio for states as calculated by Moody's was $446. The 
Moody's state median for debt to personal income was 1.9% for 1998. Please see Appendix I for 
detail on Moody's 1998 median ratios for all states. Moody's has not published a median for 
annual debt service to revenues since 1996; however, the comparison of state debt ratios 

I, continues to be used by rating agencies'and investors. 

Trend in General Fund Debt Ratios 

The following three tables demonstrate the trend in California General Fund ratios of 
debt per capita, debt to personal income and annual debt service to General Fund revenue over 

I, the ten-year period from fiscal year 1987-88 through fiscal year 1997-98. Please note that 
although SB 2009 (Killea) requires computation of the ratio of debt to estimated full-value of 
property, the disparities between assessed and market valuations of property makes this ratio an 
inaccurate indicator of the State's fiscal position. 

Also shown below are the historic Moody's medians for these three ratios as well as the 
performance of the General Fund relative to these medians. It should be acknowledged that the 
comparison of anyone debt ratio at one point in time cannot fully describe the debt affordability 
of an issuer's obligations relative to those of another. Only when considered concurrently do the 
historic trends in all 'hree of these debt ratios serve to capture the variability that existed among 

I 	 these peer group members. An annual comparison of the State's debt ratios to the Moody's 
medians is necessary to produce a trend which accurately reflects the debt burden of the General 
Fund relative to its peer group. 

I' 
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As is shown below, the ratio of General Fund debt per capita grew rapidly from fiscal 

year 19X7-8X to fiscal year 1994-95, but has since moderated. At the end of fiscal year 1997-98, 
the State's debt per capita ratio wa.s 1.47 times greater than Moody's 1998 median of $446. This 
is an improvement over fiscal year 1994-95 when the State's debt per capita ratio was 1.57 times 
greater than Moody's median. 

GENERAL FUND DEBT PER CAPITA <FY 1987-88 through FY 1997-98) 

FISCAL GF NET TAX STATE DEBT PER MOODY'S STATE RATIO 
YEAR SUPPORTED DEBT POPULATION CAPITA MEDIAN RELATIVE TO MEDIAN 

I 
I, 

I 

" 

t987-88 $4,704.817,000 28.123,000 $166 $300 0.55x 
t 988-89 5,603,652,000 29.063.000 t93 339 0.57x 
t989-90 6,615.190,000 29.142,000 227 349 0.65x 
1990-91 9.651.951,000 29,976,100 322 345 0.93x 
199 t -92 14,283,908,000 30,565,000 467 364 1.28x 
1992-93 17.134.904,000 31, 188,000 556 391 1.42x 
1993-94 t 9,465.014,000 31,517.000 618 399 1.55x 
1994-95 20,468,488,000 31, 790.000 644 409 1.57x 
1995-96 20,167,323.000 32,063,000 629 431 1.46x 
1996-97 20,425,580,000 32,383,000 631 422 1.49x 
1997-98 21.572.386,000 32,957,000 655 446 1.47x 
Sources: Stale ofCalifornia. Office o/the State Treasurer; Stale ofCalifornia. Department ofFinance; 

A4o(Jd\"s Investors Service 

,. Similar to the trend in the State's debt per capita ratio, the ratio of debt to personal 
income rose to a high of 2.7% in fiscal year 1994-95, but has since improved to 2.3% in fiscal 
year 1997-98. This 2.3% ratio is 1.22 times greater than Moody's 1998 median of 1.9%. 

GENERAL FUND DEBT TO PERSONAL INCOME (FY 1987-88 through FY 1997-98) 

FISCAL GF-NETTAX STATE DEBT TO MOODY'S STATE RATIO 
YEAR SUPPORTED DEBT PERSONAL INCOME PERSONAL INCOME MEDIAN RELATIVE TO MEDIAN 

1987-88 $4,704.817.000 $530.968.000.000 0.9% 2.3% 0.39x 
1988-89 5,603:651.000 571,119.000,000 1.0 2.3 0.43x 
1989-90 6.615.190,000 573,300,000,000 1.2 2.2 0.52x 
1990-91 9,651.951.000 617,700,000,000 1.6 2.2 0.71x 
1991-92 14,283,90S.000 6J5,ooo,OOO,OOO 2.2 2.2 1.02x 
1992-93 17,334,904.000 697,911,000,000 2.5 2.2 I.l3x. 
1993-94 19,465,014.000 722,002.000,000 2.7 2.1 1.28x 
1994-95 20,468,48S.000 764,435.000,000 2.7 2.1 1.28x 
1995-96 20, I 67,32:l.000 807 ,975.000.000 2.5 2.1 1.19x 
1996-97 20,425,580.000 867.200.000,000 2.4 2.1 1.12x 
1997-98 21,572.386.000 929.400,000.000 2.3 1.9 1.22x 
~ources: Slare of California. Office (if the State Treasurer; Slatl! of Cali/omia, Departme1lt of Finance: 

UCLA Ander,wll School f-'orecast. September} 998; Moodr's Investors Service 

Shown on th,~ following page are historic ratios of annual General Fund debt service to 
General Fund revenues. At 4.4%, the fiscal year 1997-98 annual debt service to revenues ratio is 
a continuing improvement over the 5.2% recorded in fiscal year 1994-95. Unfortunately, 
Moody's only calculated the median for this ratio from fiscal year 1993-94 to fiscal year 
1995-96. In fiscal year 1995-96. the State's ratio of 5.3% was 1.51 times greater Moody's 
median. 
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GENERAL FUND DElIT SERVICE TO GENERAL FUND REVENUES 
(FY 1987-88 through FY 1997-98) 

('''CAL CiENEf{AL FUN!) GENERAL FUND DEBT SERVICE M()()I)Y'S STATE RATIO 

YEAR. DEBT SERVICE REVENUES TO REVENUES MEDIAN RELATIVE TO MEDIAN 

1987-88 $598,(14'1.304 $3.1.IJ41 ,J98,OOO r.8Glrl Ilia II/a 

1988-89 598,664,860 . 37 ,65 I.87K,IX)O 1.6 ilia lila 
1989-90 755,505,089 38.546,17K,OOO 2.0 "Ill ilIa 
1990-91 953,231.464 40.563,04 1,000 2,4 II/a n/ll 

1991-92 1,]69.328,841 42,925,671,000 3.2 "Ia ilIa 
1992-9] 1,748,798.519 42,757,910,000 4.1 n/u n/a 
199]-94 2,1 1 1.494,8]7 . 40.527 ,732,(X)0 5.2 ].6% 1,45x 

" 1994-95 2.:\29,850.568 42,690,000,000 5.5 ]A 1.61x, 
1995-96 2.444,0]6,739 46,296,000,000 5.3 3.5 1.51x 
1996-97 2.481,594,607 49,210,000,000 5.0 II/a n/a

" 

1997-98 2.416,062,610 54,824,000,000 4,4 n/a ,,/a 
Sources: Stale a/California. Office a/the State Controller: State a/California, Deparrmelll of Fi~lQlIce: 

Moodv's InveSlOrs Sen'ice 

Mallagemellt of the State's General FUlld illdebtedlless has improved sillce its high of ' 
fiscal year 1994-95. As is illustrated by the comparisolls with Moody's medialiS, the State has 
reduced its debt burdell over the last three fiscal years and placed itself in position for 
upgrades of its credit ratings. Of most relevance to the debt affordability concept is the three­
year annual improvement in the ratio of annual debt service to 'General Fund revenues. It 
should be noted, however, that a reduction in revenues or increase in borrowing will adversely 

I' 	 affect this ratio. 

Rapidity of Retirement of General Fund DebtI, 

, 	 i', 
I! In assessing debt burden, credit analysts also examine the rapidity at which long-term 

" 	
obligations are repaid)as it measures the extent to which repayments create capacity for future 
debt issuance, The nile-of-thumb for this ratio is the retirement of 25.0% of principal in 5 years 
and 50.0% of principal retired in 10 years. With the General Fund's June 30, 1998 net tax­
supported debt of $21.6 billion, $5.4 billion and 510,8 billion of principal should be retired 

I within 5 and· to years. respectively. Based on current schedules, the General Fund will amonize 
$6.5 billion, or 30.1%, by fiscal year 2002-03 and $12.1 billion, or 55.9%, by fiscal year 
2007-08: in both instances, the State's general obligation debt is repaid more quickly than that 
proscribed by the rule-of-thumb. 

The following table illustrates the retirement of General Fund debt every five years. 
commencing with fiscal year 1998-99. This above average rapidity of repayment is not only 
viewed favorably by municipal credit analysts but also creates greater capacity for the 

" 	 financing of infrastructure improvements through future bond issuances. , 
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RETIREMENT OF GENERAL FUND DE8T AS OF JUNE 30. 1998 
(ienerai Obligation Bonds Lease Revenue Bonds 	 TOTAL 

RETII<EIl PRINCIPAL PIHNCIPAL PRINCII'AL 


WITHIN (S(M)(I) CUMULATIVE % ($()()()) CUMULATIVE % ($O(X)) CUMULATIVE % 


I Lo 5 years S5.()XXKI4 14.1% $1,404.411 21.2% 5f>.491.246 10.1% 
6 [0 I () years 4.071.642 61.4 1,486.874 41.5 5.560,517 55.9 

II LO 15 years 2.791.969 80.1 1.466.774 65.6 4,25X,741 75.6 
16 to 20 years 1.280.410 88.6 1.457.035 87.6 2.717,445 88.3 
21 to 25 years 1,207.005 96.7 819.280 99.9 2.026.285 97.7 
26 lO 30 years 490.905 100.0 5,245 100.0 496,150 100.0 

S 14.912.766 	 S6.639.620 $21,572,186 
, Source: Stalt' of California, 0!Ece of the State Treasurer 
I 

i' COMPARISON OF STATE GENERAL FUND DEBT RATIOS 

., 
An issuer's credit position is not only determined by the trend in its debt ratios but also 

by comparisons to the debt ratios of those of similar entities. Pursuant to the requirements of SB 
2009, the table below contains the debt ratio calculations for the ten most populous states in the 

.' 
nation. The ratios for debt to personal income and debt per capita were obtained from Moody's 
publication "1998 State Medians"; however, Moody's no longer publishes ratios for debt service 

I to General Fund revenue. The Galculations for debt service to General Fund revenue were based 
on fiscal year 1996-97 data which is the most currently available for all the states. Relative to 
the ten state medians, the State's ratios of debt per capita and debt to personal income were very 
favorable. At 4.4% of revenues, the annual debt service of the General Fund relative to 
revenues was below the 6.0% borrowing ceiling and only slightly above the ten state median of 
4.1%. 

1998 DE8T RATIOS & GO 80ND RATINGS OFTEN MOST POPULOUS STATES 

GENERAL OBLlGATIOt< I 
t' DEBT TO DEBT PER DEBT SERVICE TO RATINGS 
" " STATE PERSONAL INCO~lE CAPITA GF REVENUE( I; FITCHIMOODY'S/S&P'"': 

I Calijornilr 2.3% $655 4.4% AA-IAIIA+ 

.' 
" 	 Texas 1.4 300 1.5 AAI Aa2 I AA 
I, 	 New York 6.5 1.914 9.4 A+/A2/A 

Florida 3.4 798 5.2 AAI Aa21 AA+ 
Pennsyl vania 2.0 501 2.8 AA- I AI I AA-
Illinois 2.7 728 4.4 AAI Aa3 I AA 
Ohio 2.5 591 4.5 AA+I Aal I AA+ 
Michigan 1.6 381 2.1 AAI Aa2 I AA 
New Jersey 5.1 1.576 3.R AA I Aal I AA 
Georgia 2.9 647 1.5 AAA I Aaa I AAA 

Ten Slate Median 2.7 	 650 4.1 

Source: "/998 Sialt' Deht Medians", Moody's Investors sen'ice, Augu,\'1 199X 

/IJ Source: 1997 COl1/prrhefl.'iivt~ Annual Financial Reports oflhe Slale," 


'~, As {~rSt'/llellll1t'''I, /99X. 

/.II The 1998 Moody',I' Mrdiafl,\' re.Jlf'ct Slllle nel-lax supported dehrlls (~r rill' eml of 1997, /',\'Iimllrf't! l'oplllariOfI in 1997, 


(/fit! 199() per,wlIlal i"mllle as re'l'ortt'd hy Ihe U. 5. Di'pllrtlllt'nl (~r COUlml'rn'. lIun'wi {I{ hcollomil' Analysi.\', WI' huYt' 
Ilpdau-d Ihe S!ait' oICClI~Iorni(/',I' rali(},~ in Ihi,~ table to njTt'cIIIIl' calculalio"s ,\·htlw" ill "r{'I'iOllS I(/b/el u.'hich ari' I}{lSi'd 
or, m(J,~(~ rtTt'flll'rojecliotl,1 (~{I'(JfJll/"li(JtI and Iwr.nJIIlll jflc't)l1I(', (lm/ltI inc/mit· 1It'1 ltu-.wl'porlf'd l/t'hlllS (~rJIllj(' .10, 
f99X. 

" 
" .' 
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ANALYSIS OF STATE CREDIT RATINGS 
.. 

Rating Agencies' Rationale for State Ratings 

In assigning ratings. rating agencies consider four factors contributing to an issuer's 
ability and willingness to pay debt service: fiscal factors, economic factors, debt factors and 
administrative/management factors. Weaknesses in one area may be well balanced by strengths 
in another. These four factors are summarized below. 

Fiscal Factors: Rating agencies' examination of the results of operations includes a review of 
actual fiscal performance versus planned budget performance, with deviations from the plan to 
be explained. The General Fund financial statement is examined with emphasis on current 
financial position and fund balances, as well as three- to five-year trends in planning and 
budgeting procedures. Pension liabilities are also important. Financial results have perhaps the 
most significant impact on the rating process. 

, 
" Economic Factors: This evaluation includes the economic strength of the tax base which is 

I·,. 
" I 

reflected in employment and income. 
determinants in the ability to repay debt. 

Economic vitality and adequate tax structure are key 

I. 
f 1 

I 

f~ 
;1,. 
'I 

Debt FaclOrs: The total overall debt burden, debt history, debt trends and type of security 
pledged to support debt ·repayment is considered in this evaluation. States are also evaluated on 

" 
their ability to effectively plan and implement programs for capital improvements. 

I' 

II Administrativeflvlanagement Factors: An examination of the form of government and an 
" 

;­
assessment of issuer's ability to implement plans as well as fulfill legal requirements are 
evaluated. The capabilities of managers are seen as vital ingredients in assessing credit quality. 
The willingness to make hard decisions, the development of financial policies and the reliability 
and continuity of accounting and financial information that are regularly updated are key 
elements. 

State GO Bond Ratings 

I­ RATINGS (AS OF SEPTEMBER 1, 1998) 
MOODY'S 

FITCH INVESTORS STANDARD 

ISSUERfTYPE IBeA SERVICE & POOR'S 

General Obli{~ation Bonds AA- AI A+, 

;; 

,. 
I· 

-, 
;1 
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State Lease Revenue Bonds 

RATINGS (AS OF SEPTEMBER I, 1998) 

" 

!! 

II 

ISSUERrrYPE 
Lease Revenue Bonds 

California Community Colleges 
Department of Corrections 
Energy Efficiency Programs 
University of California 
California State University 
State Office Buildings 

fiTCH 
IBCA 

A 

A­
A 

A+ 

A 

A­

MOODY'S 
INVESTORS STANDARD 

SERVICE & POOR'S 

A2 A 
A2 A 
A2 A­
Aa3 A+ 
A2 A 
A A 

, i 

" 

General obligation bonds are secured by a pledge of the State's full faith and credit to 
repay and are backed by tax-based revenue streams, Lease revenue bonds, however, are subject 
to abatement if the asset being financed cannot be used due to damage, destruction. or it is not 
constructed. The project must provide beneficial use and occupancy in order for lease payments 
to be made. As a result, in addition to the criteria listed above, rating agencies also assess these 
possibilities when providing a rating. Therefore, lease revenue bonds are typically rated below 
general obligation bonds, 
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" 
" CHAPTER 4: AFFORDABILITY OF FUTURE DEBT 

RESOURCES AVAILABLE FOR FUTURE DEBT SERVICE 

The Slate's ability to repay its current and future debt ohligalions will depend on the 
financial conditions and other resources available at that time, including personal income and 
General Fund revenues. To the extent that an improving economy and demographic growth can 
be captured through increased tax revenues, the capacity of the General Fund to issue and 
support additional debt is enhanced. Thus, estimations of future increases in debt capacity are 
direct functions of the accuracy with which projections of the State's population, personal 
income and General Fund revenues are made. 

Assumed Growth Scenario for State Population, Personal Income and General 
Fund RevenuesI: 

In calculating prospective debt ratios we used the growth scenario for the State's 
, 	 popUlation, personal income and General Fund revenues illustrated in Appendix II. Population 

projections for fiscal years 1998-99 through 2007-08 were provided by the State Department of 
Finance. The UCLA Anderson School's September 1998 forecast was used to project annual 

, 	 personal income figures from fiscal year 1998-99 through fiscal year 2007-08. The State 
" ," ,', Depanment of Finance's most recent estimates were used to project General Fund revenues for ,. fiscal years 1998-99 through 2007-08. 

STATE TREASURER'S FY 1998-99 AND FY 1999-00 DEBT ISSUANCE PLANS 

The General Fund's outstanding net tax-supported debt of $21.6 billion currently requires 
the payment of approximately $34,1 billion in debt service from fiscal year 1998-99 through 
final maturity of fiscal year 2027-28. Appendix III illustrates the annual debt service 
requirements of State's General Fund outstanding general obligation and lease revenue bonds. 

Table I of Appendix IV details the prospective ratios of debt per capita, debt to personal 
income, and debt service to General Fund revenues on this outstanding indebtedness over the ten 
fiscal years from 1998-99 through 2007-08. The prospective .ratios for fiscal years 1998-99, 
2002-03 and 2007-08 are summarized in the following table. In preparing these projections of 

" debt service ratios, the assumptions regarding per annum growth in population, personal income 
and General Fund revenues detailed in Appendix IT are applied. As is illustrated, these ratios 
improve over the period due to the amortization of $12.1 billion in outstanding principal through 
fiscal year 2007-08 and as a result of the aforementioned growth assumptions. Over time, 
additional capacity is created for the State to undertake new borrowings which meet existing, 
yet unfulfille.t, capital needs. This can be accomplished and still keep the debt levels of the 
General Fund below the aforementioned 6.0% borrowing ceiling. 

, 	 ! I' 
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.. ' !lEIlT RATIOS FOR EXISTING GENERAL FU:-.III DEIlT 
FY FY FY 

2002-0) 20()7-ox 
Dent per Caplla 

I OeM! lO Personal lncorne 
Dcht Service to General Fund Revenues 

$60f, 
2.1% 
4.4 

S420 
1.2% 
3.1 

,243 
0.0% 
I.H 

MOODY'S 

MEIJIAN* 

$44ti 
1.9% 
1.5 

... Debt per cllpita and deht to personal income met/jam" arl!IiJr 1998; debt service 10 gellt'ralfimd revenues median i.\"j(Jr 1996. 

, 
Derailed below are the State Treasurer's estimates of General 

issuances for fiscal years 1998-99 and 1999-00. 
Fund supported bond 

" 

PROPOSED GENERAL FUND SUPPORTED DOND ISSUANCE FY 1998-99 AND FY J999-00 

FY1998-99 FY 1999-00 TOTAL 

Genera,1 Obligation Bonds (Non-Self Liquidating) $2,000,000,000 S2,OOO,000,000 S4,000,000,000 

Lease Revenue Bonds 
Cal;ifornia Community Colleges 45,000,000 45,000,000 

, Department of Corrections 34,000,000 34,000,000 
" Energy Efficiency Program 15,000,000 15,000,000 30,000,000 

Other State Building 60,000,000 185,000,000 245,000,000 
State Office Buildings 70,000,000 79,000,000 149,000,000 
Vete:-ans 13,000,000 13,000,000 
Department of Forestry 11,000,000 11,000,000 
Other 200,000,000 200,000,000 

SUBTOTAL 448,000,000 279,000,000 737,000,000 

TOTAL $2,448,000,000 S2,279,000,000 $4,727,000,000 

Source: 3iaIe of Cali/ornia, Office of:he Stale Treasurer 

Following the issuance of these S4,727 billion in obligations, total debt service would 
increase by approximately $9,2 billion, from the current $34, I billion to $43,3 billion, over fiscal 
years \998-99 through 2027-28, Including the State Treasurer's estimates of General Fund 
support~d bond issuances for fiscal years 1998-99 and 1999-00, a maximum ratio of annual 

, debt service to General Fund revenues of 4,42% is reached in fiscal year 2000-01 and the 
" 6,0% borrowing ceiling is not exceeded, Table 2 of Appendix IV incorporates this additional 
" $9,2 billion in debt service into the three selected ratios; the prospective ratios for fiscal years 

1998-99,2002-03 and 2007-08 are highlighted below, 

" 

DEBT RATIOS FOR EXISTING GENERAL FUND DEBT PLUS 
STATE TREASUREU'S PROJECTED BOND ISSUANCES FOR FISCAL YEARS 1998-99 AND 1999-00 

FY FY FY MOODY'S 
1998-99 20()2-03 2007-()8 MAXIMUM MEDIAN* 

Dcht per Caplla . $679 $537 $332 $f,94 (FY 1999-0()) $44f, 
Dcht li) Personal Income 2.~9h 1,()lJr, O.Xv;" 2..11'k. (FY 1998-99) 1.99(, 

Dent Scr\.ice to General Fund Revenues 4.4 3.7 2.2 4,42'1" (FY 20()()-OI) 35 
" 

¥ nt'hi per 1:£lI,j(£I (lnd debito fl('nollul iI/come medialiS art'for IINX; dt'lH .\"f'n'in' t(J gl'/lf'ml/imtf rt'I't'IIIU'.\'lIlt'diw/ isfor /<)£)6. 
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CAPACITY FOR ADDITIONAL DEBT 

Cautionary Zone Concept from 1997 Debt Affordability Report 

Using the State Treasurer's estimation of the maximum amount of General Fund debt to 
be authorized and issued in fiscal years 1997-98 and 1998-99, the concept of a "cautionary zone 
of borrowing" was developed as a policy guideline for legislators managing the State's General 

" 

. 	 Fund outstanding indebtedness, Applying the ratio of annual General Fund debt service to 
" 	 General Fund revenues, a ceiling of 6.0% was established. It was anticipated that the application 

of this concept 'would avert the issuing of new debt at levels which could place the .State's 
general obligation bond ratings in jeopardy of downgrades and thereby both reduce investor 
confidence and increase borrowing costs. 

Capacity for Additional Debt within Cautionary Zone 

Using the State Department of Finance's projections of General Fund revenues to 
I! calculate a maximum prospective ratio of annual debt service to General Fund revenues, we 
, have calculated the current debt affordability level to be a maximum of $49.0 billion in new 

" bond issuances ($4.9 billion per year) from fiscal years 1998-99 through 2007-08. These bond 
I. issuances 1ssume a thirty year final maturity, 6.0% true interest cost and level annual principal 

repayment.I. 

The fiscal year 1998-99,2002-03 and 2007-08 values for the three debt ratios following 
$49.0 billion in. new bond issuances are highlighted. below. Please see Table 3 of Appendix IV 
for supporting computations. 

DEBT RATIOS FOR EXISTING GENERAL FUND DEBT 
PLUS $49.0 IN PROJECTED BOND F1NANCINGS 

(COMPLIANCE WITH 6.0% CAUTIONARY ZONE OF BORROWING) 
FY FY FY MOODY'S 

1998-99 2002-03 2007'08 MEDIAN' 

I', 
Debt per Capita 

Debt [0 Personal Income 
Debt S.ervice to General Fund Revenues 

$752 
2.55% 
4.4 

$1.056 
3.05% 
5.7 

$1.308 
3.04% 
5.9 

$446 
1.9% 
3.5 

* Debt per capica Qnd debt to personal income medians are for /998: debt service to general fund revenues median is for /996. 

i' 

The current ten-year debt affordability level of $49.0 billion is a larger amount than the 
State Treasurer's Office determined to be affordable in its 1997 Debt Affordability Report. This 
increase is primarily due to the improving State economy and the higher level of General Fund 
revenues this economic growth has produced. While this higher level of debt affordability is 
good news for Californians. the dramatic improvement in just one year reflects the volatility of 
debt affordability projections and the importance of preparing this analysis on an annual basis. 
The record growth now present in the State's economy and tax base cannot be expected to 
continue indefinitely, therefore the future debt levels currently affordable will vary in the coming 
fiscal ye,~rs, 

AI[hough the issuance of $49.0 billion in addi[ional tax-supported debt would permit the 
Slate to stay below the 6.0% burrowing ceiling. the Statc's key debt ratios would rise over this 
period to levels much highcr than the Moody's 1998 Medians. Depending upon the amounts of 
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dent issued in other states. the State's relative debt position could change from its current 
"moderate" level to exceed the medians. 

Finally. the ability of the State to maintain its high credit ratings with this higher debt 
load will depend. in part, on strengths in other areas such as financial results. economic 
performance and legislative actions. State policymakers must carefully allocate the debt capacity 
of the General Fund to the highest priority projects and thereby ensure that the needs of 
California's citizens and its growing economy can be met. 

I
, 
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CHAPTER 5: DESCRIPTION OF MA.RKET FOR STATE BONDS 

I, , 
Borrowing Rates During FY 1997-98 

During tht! twelve months of fiscal year 1997-98, interest rates declined significantly, as 
illustrated in the charr-below of the Bond Buyer 20-Bond General Obligation Bond Index. 

Bond Buye~ 20-Bond General Obligation Bond Index 

_.-----_._----_..._--.-.--""--'-"-'--..---:--------~.--.,~.--, 
I 

5.60 

General obligation bonds maturing in 20 I 

+--'-.-,<.,-'--:---:--~-c------~--~-c'--'"- years are used in compiling this index. The -.::J 
20·bond index has an average rating 

5.50 

~ 

-f-···" ..... 
t·', ....':." . ". 

1" ' I'.'. 	 ... , ....:.r-,. ..L4.90 

"I 
equivalent to Moody's Aa2 and S&P's M-. 
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The State Treasurer's Office was able to take advantage of the favorable interest rate 
environment by refinancing outstanding bonds to reduce the State's borrowing cost. These 
actions by the State Treasurer have saved $124 million in general fund future debt service 

! : 	 .;osts and$178 mfllion in total State of California future debt service costs. Total savings are 
detailed in the following table: 

STATE OF CALIFORNIA 
FY 1997-98 REFUNDING SAVINGS 

General Fund Debt Service Savings 
General Obligation Debt Service Savings 


. Lease Revenue Debt Service Savings 

SUBTOTAL: 


Other Debt Service Savings 
TOTAL SAVINGS: 

S83,80 1,893 
40,383,044 

$124,184,937 
53.509,841 

$177,694,778 
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Investors in State General Obligation Bonds 

The investor base for the State's tax-exempt bonds include the following categories of 
investors: (I) individuals living in California: (2) tax-exempt mutual funds: (3) casualty 
insurance companies: (4) other corporations and (5) other individuals, The State Treasurer's 
Office has initiated an active investor relations program including a monthly newsletter The 
Treasury Nole and a comprehensive site on the Internet which provides access to all bond 
prospectuses and other important State financial information, The demand for State bonds 
increases a.s our investor base is expanded, which reduces ,borrowing costs, 

The table, below lists the top holders of State debt as of July 31, 1998, These investors 
have increased their holdings of State obligations by approximately $651.7 million, to $2,84 
billion, since 1997. This increased investment in the State's debt can be viewed both as an 
affirmation of the continuing improvement in the credit quality of the State and as positive 
feedback to the State Treasurer's investor relations program, 

TOP HOLDERS OF STATE OF CALIFORNIA BONDS ($000'5) 
FUND MANAGEMENT COMPANY PORTFOLIO BALANCE CHANGE SL'lCE 1997 
Franklin Advisers Inc, S1,033,670 +$547,315 
AIG Global Investment Corp, 387,335 - 48,550 
State Farnl Mutual Auto, Ins, 363,370 + 10,000 
Putnam Investment Mgmt, Inc 267,885 - 49,990 
John Kuveenand Company Inc. 250,575 + 58,195 
Vanguard Group Incorporated 202,115 + 40,725 
Saint Paul Companies Inc, 119,280 +0 
Wells Fargo Investment Mgmt. 108,445 + 36,575 
Merrill Lynch Asset Mgmt. 107.480 + 57,380 
TOTAL $2.840,155 + $651,650 
Source: CDAlSpeCfrltm. as published on Thom.HJfl Municipal News. Jlll..... 31, 1998 

The Slate Treasurer took additional steps to increase the market for the State's bonds in 
1996 with the introduction of the State's commercial paper borrowing program, Investors in the 
State's tax-exempt commercial paper are primarily tax-exempt money market mutual funds and 
corporations who would otherwise not invest in State bonds, Thus, the commercial paper 
program opened up a new investor base for the State and, by reducing the amount of long-term 

, bonds that would otherwise be sold, served to increase demand for the remaining long-term 
bonds, Use of commercial paper in lieu of long-term bonds to fund construction costs has 
resulted in accumulated estimated savings of$32.5 million ' 
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Improved Trading Value 

During fiscal year 1997-98, the relative trading value of the State's General Obligation 
bonds improved from approximately five basis points (0.05%) above the average of double-A 
rated states to the point where the State's bonds now trade at interest rates equivalent to double-A 
rated states, in spite of the fact the State's bonds were rated at single-A levels by MoodY's and 
S&P during this period. The chart below shows the dramatic improvement in the relative trading 
value of the State's bonds since 1995, when the State's debt carried interest rates at least 20 basis 
points (0.20%) above the double-A state average. This improvement in trading value is due in 

. part to the State Treasurer's investor relations program and its aggressive marketing of the 
State's vallie as a .long.terminvestment. The improvement reduces the money State taxpayers 
mllst spend on interest costs for Slate borrowing. 

State of California 
• Relative Trading Values 

Composite State 20-Year General Obligation Bonds 
1993· 1998 
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State Bond Issuance During Fiscal Year 1997-98 

The State Treasurer issued more than $8.6 billion in securities on behalf of the General 
Fund during fiscal year 1997-98. Of these securities issued, S 1.6 billion in general obligation 
new money was used to refund commercial paper issued. 

STATE OF CALIFORNIA 

GENERAL FUND 


FY 1997-98 DEBT ISSUANCE WOO'S) 

NEW MONEY REFUNDING CASH FLOW TOTAL 

General Obligation Bonds (i, SI,600,000 $981,230 n/a $2,581,230 
General Obligation Cc-mmercial Paper 1,822,000 n/a n/a 1,822,000 
Lease Revenue Bonds 679,835 545,100 nla 1,224,935 

I Revenue Anticipation Notes n/a nla $3,000,000 3,000,000 
TOTAL $4,101,835 $1,526,330 $3,000,000 $8,628,165 

dJ Includes bonds issued to refund commercial paper. 

I ' 
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CHAPTER Ii: CONCLUSION 

This 199,8 report analyzing the outstanding indebtedness and debt affordability of the 
Statc's General"Fund has included various financial ratios which are routinely applied by the­
municipal bond -market as factors in determining credit ratings on general obligation debt. 
Lower credit ratios relative to other borrowers indicate a greater likelihood of debt repayment, 
which trar,slates ·into reduced borrowing costs for an issuer. The conclusions outlined below are 
available to serve as a framework for determining the affordability of the State's future 
infrastructure needs. . 

Utilize D,~bt Affordability Concept to Establish Spending Priorities 

By analyzing prospective debt issuances with a focus on future financial resources, a 
satisfactory comproinise between the infrastructure needs of the present generation and the 
repayment obligations of future generations can be achieved. The alternatives of future 
Californians having substandard infrastructure or conversely being highly burdened by debt are 
both unatt:active, prospects for the State. Striking a balance between fiscal resources and capital 
needs in the short-term is essential to the long-term financial success of the State. The debt 
affordability concept is intended to assist state policymakers in setting priorities for 'capital 
spending and bc>ITowing so that the highest priority needs can be met .with the limited fiscal 
resources available.' To the extent projected General Fund revenues are insufficient to 
maintain a ratio of annual debt service to General Fund revenues of less than 6,0%, 
policymakers shou14 bond finance only the highest priority projects. 

Monitor Oebt Position to Reduce Borrowing Costs 

Governmental entities that have incorporated the debt affordability concept into the 
capital planning process have often benefited in terms of credit ratings upgrades. These 
improvem~nts' iri credit quality allow governmental entities to issue debt at lower yields to 
investors and lower costs to taxpayers. 

Mc.nagecient' of the State's General Fund indebtedness has improved since its high of 
fiscal year 1994~9S .. As is illustrated by the comparisons with Moody's medians, the State has 
reduced its debtj:JUrcien over the last three fiscal years and placed itself in position for upgrades 
of its credit ratings .. 

Capacity for Additional Debt within Cautionary Zone 

Our calculations indicate that the State's General Fund can support a maximum of 
. $49,0 billion in new bond issuances ($4.9 billion per year) from fiscal years 1998-99 through 
2007-08 withour exceeding the 6,0% borrowing ceiling, Due to improvements in the State's 
economy and tal: relJenue base, this estimation is an improvement over the affordability levels 
calculated ill the 1997 Report. 

OFFICE OF TilE STATE TRE,ISURER P..IGE 22 OF 23 



--------------~------------1--------­

ST,.IT£ OF CALIFORNIA 1998 DEBTAFFORIJABILITY REPORT 

Increase in Debt Affordability from 1997 Levels 

While this higher level of debt affordability is good news for Californians. the dramatic 
improvement over just one year retlects the volatility of debt affordability projections and the 
importance of preparing this debt affordability analysis on an annual basis. The record growth 
now present in the Slate's economy and tax base cannot be expected to continue indefinitely; 
therefore, thl' debt levels currently affordable will vary in the coming fiscal years. 

Future General Fund Debt Affordability 

The three-year annual improvement in the ratio of annual debt service to General 
Fund revenues has increased the borrowing capacity of the General Fund. This improved 
capacity for additional indebtedness may enable the State to bond finance a greater level of 
needed capital improvements in the future. The ability of policy makers to maintain an 
ongoing balance between fiscal resources and capital needs is essential to the long-term 
financial stability ofthe State's General Fund and the California economy. 

" 

I. 

" 

" 

" 
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NET TAX-SUPPORTED 
NET TAX-SUI'PORTED DEBT AS A % OF 1996 

STATE DEBT PER CAPITA PERSONAL INCOME MOODY'S RATING 
" Alah.lma $.1.14 1.7% Aa~ 

Alasb 128 0.5 Aa) 
Arizona 3H8 1.9 n/a 
Arkansas 14:1 0.8 Aa3 
California! I) 652 2.6 Al 
Colorado 18 0.1 nla 
Connecticut 2.962 8.7 Aa3 
Delaware· 1.619 5.9 Aal 
Florida 798 :1.4 Aa2 
Georgia 647 2.9 Aaa 
Haw':1!i 2,718 10.7 AI 
fdahc 45 0.2 nla 
Illinois 728 2.7 Aa2 
Indiana 185 0.8 Aal 
Iowa 11:1 0.5 nla 
Kansas 380 1.7 nla 
Kemucky 774 3.9 nla 
Louisiana 519 2.6 A2 
Maine 391 1.9 Aa2 
Maryland 849 3.1 Aaa 
Massachusetts 2.329 7.8 Aa3 
Michigan 381 1.6 Aal 
Minnesota 489 1.9 Aaa 
Mississippi 606 3.5 Aa3 
Missouri 238 1.0 Aaa 
Montana 260 1.4 Aa3 
Nebraska 38 0.2 nla 
~evada 403 1.6 Aa2 
New Hampshire 633 2.4 Aa2 
New Jersey 1.576 5.1 Aal 
New Mexico 355 1.9 Aal 
New York 1.914 6.5 A2 
North Carolina 229 1.0 Aaa 
North Dakota 169 0.8 Aa3 
Ohio 591 2.5 Aal 
Oklahoma 157 0.8 Aa3 
Oregon 280 1.2 Aa2 
Pennsylvania SOl 2.0 Aa3 
Rhodf~ IshUld 1.618 6.6 Al 
South Carolina 309 1.6 Aaa 
South Dakota 316 1.5 nla 
Tennessee 203 0.9 Aaa 
Texas 300 1.4 Aa2 
Utah 590 3.1 Aaa 
Vennont 946 4.2 Aa2 
Virginia 519 2.1 Aaa 
W~shington 1.192 4.8 Aal 
West Virgnia 512 2.8 Al 
Wisconsin 661 2.8 Aa2 
Wyoming 147 0.7 nla 

1998 Median 446 1.9 
1998 Mean 719 2.9 
Source: "1998 State Debt Medians", Moody's Investors Service, August 1998 
{I, The 1998 Moody's Medians reflect state net-laX supported-debt as a/the end of 1997. estimated population in 
1997. and 1996 per,iOnal income as reported b,v the U. S, Department of-Commerce. Bureau 0/Economic Analysis, 
In Ih!! hody of fhe report. we have updoled Ihe 510U ofCalifornia's raJios Jo reflect Ihe calculationJ based on more 
rec'ellt projections-o/population and personal income, and to inclUiJe" net /(u-supported debt as ofJune 30, 1998. 
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SCHEDULE OF DEBT SERVICE REQUIREMENTS 

FOR GENERAL FUND GENERAL OBLIGATION BONDS(a) 


(Non-Self Liquidating) 

As of June 30,1998. 


Fiscal 
Year 

Ending Current Debt 


" 
il .Iune 30 

1999 ................................ $ 
2000 ....................... , ....... . 
2001 .............................. .. 

, 
i 
I. 

2002,., ........................... .. 
2003 ............................... . 
2004 ......................... , ..... . 
2005 ...... · ........... , ..... ,., ..... . 
2006 ............................... . 
2007 .............................. .. 

I 2008, .. , ............... , ... ", ..... . 
2009 .. , ...................... ", ... . 
2010 .............................. .. 
2011 .............................. .. 
2012 ............................... . 

I,. 2013 .............................. . 
2014 .............................. .. 
2015 ............................... . 
2016 ............................... . 

,, 
" 

2017 ............................... . 
2018 .............................. . 
2019 .......................... , .... . 
2020 ................. , ............. . 
2021 ............................... . 
2022 ...... : .......... ,."", .. ,... .. 

I, 2023 ............................... . 
I 2024 .................... "", ...... . 

2025 ............. "."", ..... , .... . 
2026.. , ........................... .. 
2027 .......................... , .... . 

Interest 
884,922,292.48 
825,317,396.25 
768.524,744.25 
699,314,23 I ,32 
636.260,198.89 
572.187,048.75 
517,688,770.09 
461,108,787.50 
410,173,015.77 
365,340,140.44 
317,121,796.25 
270,306,781.25 
230,299,236.09 
191,072,718.80 
166,545,324.60 
150,494,160.89 
\36,787,374.69 
123,661,193.49 
109,793,244.68 
96,719,238.10 
83.545,276.25 
70,546,557.50 
58.626,571.25 
46.446,961.25 
31,752,606.70 
22,996,948.09 
15,037,645.58 
8,871,996,09 
4,392,827.34 

Principal (b) 


$ 1,025.205.000.00 

1,011,200.000.00 
1,005.073,068.25 
1,049.025,000.00 

998,331,391.80 
924,360,000.00 
861,274,388.71 
797,985,000.00 
751.415,000.00 
736,608,078.31 
728,030,000.00 
671,620,000.00 
596,839,045.16 
453,160,000.00 
342,320,000.00 
267,175,000.00 
255,165,000.00 
252,880,000.00 
252,955,000.00 
252,235,000.00 
251,200,000.00 
247,500,000.00 
246,175,000.00 
229,905,000.00 
232,225,000.00 
162,485,000.00 
123,135,000.00 
85,355,000.00 
68,715,000.00 

Total 
$ 1,910.127.292.48 (c) 

1,816,517,396.25 
1,773,597,812,50 
1,748,339,211.32 
1,634,591,790.69 
1,496.547,048.75 
1,378,963,158.80 
1,259,093,787.50 
1,163,588,015.77 
I. 101 ,948,218.75 
1,045,151,796.25 

941,926,781.25 
827,138,281.25· 
644,232,718.80 
508,865,324.60 
417,669,160.89 
391,952,374.69 
376,541,193.49 
362,748,244.68 
348,954,238.10 
334,745,276.25 
318,046,557.50 
104,801,571.25 
276,351,961.25 
265.977 ,606. 70 
185,481,948.09 
118,172.645.58 
94,226,996.09 
73.107,82134 

2028 .............................. '.-;;-=iI7.3:;;0:::0~,2~28~.;;;59:........_-:::--;-=~5:-::1,;:;2"-;15:;;,0::;0~0~.0:;:0~_-;:--:;-:;-:;-;,572:;;,571~57'2;;:;2~8;;.5;:-9 

Total ...................... S 8.279,175,513.22 S 14,932,765,972.23 $ 23,211,941.485.45
" 

. I 


(a) D(X!s not include commercial paper outstanding. 

(0) Includes scheduled ~andatory sinking rund payments as well as sc.:rial maturities . 

(c) Total represents the :-emaining dehl sc.:rvice requirements from July I. 1998 through June lO. Il)l)l). 

SOURCE: State orCalirornia, Onicc "I' the Treasurer. 
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I ' 
I SCHEDULE OF DEBT SERVICE REQlilREMENTS 

FOR LEASE-PURCHASE DEBT 

As or June 30, 1998 
Fiscal 

Year 

Ending Current Debt 

.June 30 Interest Principal (a) Total 
1999.... ............................ $ 355,078,475.47 $ 241.385.400.38 S 596.463.875.85 (b) 

2000....... ......................... 341.376.959.72 284.489.962.79 625.866.922.51 
2001................................. 327,740.521.06 306.294.019.75 634.034,540.81 
2002 ............................. ·.... 313.335.015.46 285.810.773.02 599.145.788.48 
2001................................. 301.858.424.78 286.431.118.58 588.289.543.36 
2004................................ 286.749.970.24 293.771.386.24 580.521.356.48 
2005................................. 272,882.650.30 306.934.507.20 579.817.157.50 
2006 ............................. :... 254.355.360.46 325.337.554.60 579.692.915.06 
2007 ..... :........................... 242.163.194.04 277.243.920.44 519.407.114.48 
2008................................. 224.527.266.31 283.586.787.98 508.1 14.054.29 
2009................................. 213.442.144.43 303.792.732.44 517.234.876.87 
2010................................. 191.825.112.77 290.511.633.76 482.336.746.53 
2011.......... ....................... 165.088.257.43 301.135.000.00 466.223.257.43 
2012.......... ....................... 148.766.671.06 282,520.000.00 431.286.671.06 
2013................................. 133.383.739.83 288.815.000.00 422.198.739.83 
2014................................. 117.776.483.45 289.125.000.00 406.901,483.45 
2015................................. 101.829.339.33 305.265.000.00 407.094.339.33 
2016............................... 85.366.091.30 283.015.000.00 368.381.091.30 
2017................................ 69.825.413.53 284.415.000.00 354.240.413.53 
2018................................. 54.728.913.68 295.215.000.00 349.943.913.68 
2019................................ 39.581.964.45 249.860.000.00 289,441.964.45 
2020................................. 26,560.336.23 216.330.000.00 242.890.336.23 
2021................................. 16,438.386.77 155.235.000.00 171.673.386.77 
2022. .......................... :... 8.185.733.73 128.345.000.00 136.530.733.73 
2023................................ 3.147.663.15 69.510.000.00 72.657.663.15 
2024 .............................. :.. . 271.065.63 2.515.000.00 2.786.065.63 

2.823.267.502025 ................................. -:_-:-::-=,",9;;;3.:.::.2::o6;:,7'7507-_-=_-;-;,:;,2;;:'773,:-:0,:".0:;;0:::0.:.::.0-:,:0__7"_=:::;-;:':;;;;~~::-:::-
Total....................... $ 4.296.378.422.11 S 6.639.619.797.18 $ 10.935.998.219.29 


" (a) Includes scheduled mandatory sinking fund payments as well as serial maturities. 

(b) Total represents the remaining debt service requiremcnls from July I, 1998 through 
June 30. 1999 

SOURCE: Slale of California. Office of [he Treasurer. 

" 


I 

I," 
" 

I 

http:10.935.998.219.29
http:6.639.619.797.18
http:4.296.378.422.11
http:2.823.267.50


. ,: ~.. -' 7- " - ';r ~,:1 HL S 1,\ lE.: Of C\!'IFOr..~L\ =' =.' - .7 ~,. - ~ -:-::!":::" "". = 
l'Nillkh! AfimriahiJit} Rt':r~H1 

EYLh!!!tJO 

(je~ral Fund l">t-bt . E~jstU\g 
(iello!'l'al Obligation Bonds IO.~2.2(,] !,l.&-I.l!,l.U $: 8.919.572 8.0.~S.29·1 1.26('UI2 

__ ., "ll7 4)0 ------2....~lL~10 __c'o.,.'""o.,;om. .'_"0_ 4 '141 417 4 (,14 SD.l ---'.!"'-:>..'.~:, 
Snh·"I'()!al 

! ':0"; l'i;i'~.o3.: l-"1""~'''8> (, 198 ') '"~I 

1 7 .6CJ8.1.I~ !6..l63,9tH 1~.079,14() 1.~.1161.00!,l 12,(,92.!Uj() II, ~()9.-1TI 10.:".11I.!!..I1I 9.5IS.62.l 
GC.IICI41 Fuml Dod,; rwjcnc,j 

Gen,~JaI Ohligaliou lJond~ 
'''.,,' 'I..ca~"piireha..:c I'inam:ings ,ii"., .,,," --'--'=_"----"'-',,'::111 ...1'"Ii,,:' '" , ... '",H .:",",l!il. , ,~:". ,:,,:'L: 'i:l'.;"i" 

SuI'! [mal 

InTAI. 1".liQIl,7.~1l I.' Rfil fWlQ 1151'>9,477 


l>Cilldpal Ro!'~)3ymt':lll~ , bis!ing Dt:bt 

(jt'<lleraJ Obligallon Bood~ I ,Ol~,20~ 1,011.200 I:OOS,07.1 l,m ll.01.5 ,998.111 924..\60 861.274 ,79'1,98.~ , 1J6.608 S 5,770.289 1-1.".12,1(>(' 


U.MC f'ur~·ha!.c 1'1I1:ilIit:illg~ __~...,')41 HI~ ....,~!.:l2Q __~ 185!!11 --.~ 

__..1YJ..ll.!. __--;-~"~7~-~'"'~ __ 1,8.\ :;87 --------L..Z.:!.!4 b to.!'> t'o2lj 

Sil~Tn!al' 1.266.590 1.295.690 1.311J67 1JJ4,836 1,2114,763 1,2111,]JI 1,0:1O.6~9 1.010.195 \>,;11I,6B 21,571J!\c 

Priocip.al Rejl.. ymo!'nI~· f'lO.jecI,w (~bt 


C,iene!al ()bhga~klll Bomh 

L..calo<' i'ludlll!./: hnaJk'lIlg~ _____ 


Sub fOlal 
TOTAl 1.266.590 1.295.690 I.31JJ67 1..1,14,8,16 1,284.7(,.1 \.218,1.11 1,168.109 1.113.32J l,o:m.6S9 l.tHO,195 9,)]8,62,1 2U72Jil6 

101,:1<';'1 »a~m~nl'" Exls.t'mg [)"obt 

(jene!al Ohligalion Bonds 884.922 825..137 768.525 6!,l9..~14 6]6.260 572.111'1 517,689 461.1(1) -IH),lB .165,1-10 ~.1.~8.,H9 8.279.176 


l ...·aSl! PUI('"ha~ t:illancings }4'1 HI U7741 III H'i WI 8Sg 286750 ___,,.In...fi;1 2S-! 15S ___)1~..!91 :n-l "17 1 .m, HI ._ ~,2"6,; 18
_----:~"~I.:!ill 
Sub·Tolal U40.(XlI 1.166.714 1.096.7.65 1.012,&1<) <1:18,119 858,9:17 790.571 715,-I(}4 651 ..1.16 5!l\UI67 .1.:\]-1,11]'> 11, ~7),,:,-~ 

Imefl·sll'a)m<:'nl.l "roj«"I<:"d Ddll 

C;t'<lleral Obli!!alillll BOll(h 

L.~a;.c i'url'ha!>< Hnarv:illgs 
 --'-,---,_...: 

SUIl Tmal 
TOTAL 1.2-10,eXH 1.166.71-1 1.096.265 1,012,649 9JS.119 SSS,!})7 715.-104 (I.U.,D6 5119.867 .1514.629 1].~75j~~ 

Llcbl5<r.il'o!' I'a~mo!'nb' I::\hting l>cbl 

G~~ral Ol'!Ii!!3tioll Bond\ 1.910.12"1 1.836,537 1.773.598 1,748.119 1,6).1,592 1.496,547 U78,%3, 1,25':1,0,),1 1.16l588 I.I()I.~II 7.90S.6()g B.!11.9~1 


_____.l!!.U2QI.ea!.e Purchai.<: huancin~~ ~964M 625861 614 ()3.~ ___.•.l~.2.,I.:!Q --.~ :",,9817 ___.l?llMl ~19 -107 5011 11-1 ...i.!1..:!.!!::!.:! ..!09~~ 'Xi8 

Sub'"!'!)lal 2.506.591 2,462.4().1 2,-10"/.632 2.347"'85 2.222,881 2.077,068 1,958,780 1.8311.787 1,682.995 1.()I().t)6~ 1.'I.G.'Ui.\ .J.-I.1·1"I:~O 


D(bl 5<:1\';'-" Payrnt:1Ll;, . Pro.io:ll'.d (xbl 

lio!'n.:ul Obligation [:londs 


I ~a'>C: I'url'ha~ finandngs 

Suo Total 


TOTAL 2.506.591 2.-162.404 2,407.6.1l 2.J47.4I1S 2.222.11111 2.077,068 1,1)58.780 unll,7117 1.682.995 1.610.061 1,1,O,l) !~.I \,1, 1~ 1.9~('I 

<.'unlpiJllllitXlo or [)cob! Ratios 


FYI: hUle ~o 1999 2{")(,)() 2001 1.(K}2 2003 2(x),) 2006 2tX17 2008 

Populalion 11.516 :U.110 .'1S.9W ~6557 .19.1.'1-1
]4,71'7 J5J28 ''''' ,17,182 :17,1122 ,1.11 ..1'12 


Ptl\oOnai hll;:ome > 975.4IJO.OOO 1.0.'18.500.000 1.087,100,()(X) $ 1,147.IOO.C:W $ 1,211i,1I(x),OOO $ 1,2S4,4(KI.OOQ $ 1.36.1.300.000 S 1.-I46.600.CX)(J 1j27.IOO.OOll 1.6212(XI.iXXJ 

tj~no!'raJ 1:lInd R~lo!'nll~s Yl,'l'12.000 61.117.()OO M,342,lm (,7.52.l,(XX) 71.05(I,tXX) 7.\27(,.726 79,748,164 84,48;,20S 89.503.626 94.820.141 


Iklll per C:a~lila S~57 5,510 $463 Sono Hl9 SHI \306 $174 $2-1.~"'" 0.93'"Ikbt 10 1'~I'>onal Incnm~ 2 08'x I 11.1% 1.6,n 1.4,1<.l 1.24% I,08'~, (l,80'} 0,69'1 0.s9'N 

I:l.:bl Sell ke 10 G.'ne!al ruM Relenu(~ 4.J.I'k 4.o:I'k J.74'it- l48'k 3.13'k 2.7M~ 2.46'k :US'i(: 1.88'k 1.7ll'k 


http:2,407.6.1l
http:1.096.7.65
http:218,1.11
http:Priocip.al
http:l'i;i'~.o3


-~ _._­ t::...- -.1 m.s·l ..\TE UF·i".·;\UfORSIA 
I'N~ [)CObl ..\fI"mdahili,y R<'pM 

-=.-:-_-:- ---_._--- .•-------"" - .. -

CompUUJlion 0/ Orb, Ralws/or I:xu,ing Gtntral Fund Debt plus Start Treasurer's Projectl'd Bond Issuances/or Fiscal rtarS 1998·99 and 1999·{}() (OOO's) 

I'VE June; 30 

G~I~nl Fund Dc:ht E'\I~nng 

G.:nc:Tal Obligation Bood~ 
Lc.a...c: Pw-cha>c fLllallo;ing~ 

Sub·Tot.a.l 

~ 13.907.561 
6]98'H 

20.30S,795 

S 12,896..'161 

---tlJJ...lJ.±! 
19.010.105 

iI.89-L!ilii 
'i 1$07 4~Q 

1"1,698,738 

S IO.S-l2.2ii'\ 

--~ 
16.]6.19(H 

9,8-13,932 
52]5209 

15.079.140 

8.919.572 
49-11,137 

13.861.009 

8,058,297 
4631 W) 

12.6':12.800 

i.':60jj2 
4 109 16~ 

11."b9.-I77 

ti506,!i97 
4 QII 9'1 

10.5.18.818 

:i. 17U.28o,r 
1748 Hi 
9.518.62-' 

G~n~r.ll FlloJ lJ..-bl - Proj""',o:d 
(,o:n.:ral Onligation Bond~ 
Lc:~ Purl"i1alo.: finaJl("ing~ 

Sub-Tlllal 
·1(HAl. 

2,000,000 
448 0C9 

2.448.0::0 
2:Z.7~H:I'J:' 

.~,9B.3~~ 
__--2.lU!.!J 

-a,660.335 
"lJ.6fU,4·m 

.1,800,(X)5 
711l7bO 

4,518.7(,5 
U,ln.~O:1 

l666,f,'/5 
7("}11!.1'i 

4.:171,52() 
lU.735.4l.\ 

.l,S3.1o.l45 
~29JUQ 

·U2.u75 
I'J.JODI:' 

.1,400,0 I.~ 
674 2~'i 

4.074,270 
1'I,'i.\:>::tI'J 

],26(),6K~ 

oS7 HO 
3,924,135 

Ib.bl(:),'J.t.~ 

.I,I,I,U55 
6"\9'i"O 

3.772.905 
1~.:~.U8.! 

,~.((~.025 
___...2Z.Q.!2Q 

3.620.5IS 
1-1.15':1.3.1.1 

2.S66.69~ 

bOJ 190 
.lA66.S8S 

12.':IS5.508 

Priu.:ipal Ro:pa}lIl~nb' Exi~ting Debt 
GC""llCul Obligation Bond~ 

Lc:.a!loC I'uretla:..: Hnancings 
Sub· Total 

PlincipaJ Rc:pa)'mcnt; - '''ojceTc:d Debl 
General Ohligation Bond~ 

Lea\..: I'urch~ Finall('ings 
Sub·Total 

TOTAL 

1.02S.20S 
'4138$ 

1.266.590 

1,266.590 

1.011.200 
'$4 490 

1.29H90 

66,665 

(i(',665 
1.362J55 

1.005.073 
\(16 2~ 

\.311..l67 

133,330 
8240 

141 ..no 
1.452,9,H 

l,o-I9.V2S 
2s:!811 

1..H4.!B6 

133.330 
1\ 915 

147,245 
1.482,081 

998,,1.'1 
286431 

1.2&4.763 

13J.J:m 
14 HIS 

148,145 • 
1.4.\2,908 

924.360 
291771 

1,218,1.11 

1.1.'.330 
I ~ 775 

149,IOS 
1.367,236 

861,274 
lOti 91S 

1.1/\8,209 

1.1.'J.1O 
IH()S 

150,135 
1.318.344 

797.9R.~ 
___~~..;u.!l 

1.1 :13.323 

I.n,no 
__J.!I7...'JW 

151.2.10 
1.274,YB 

751-115 
277 244 

1~2.390 

1,183,0-19 

7,'6.608 
'8' :;87 

1,020.195 

1.t\..HO 
II) 'IXI 

153.6]0 
1.17].825 

'.770.28\1 
17.1811.... 
90518.623 

2.St>().t>95 

P°tl1 W 
H06.8H5 

12.985 ..SOR 

1-I.9.12.7tlO 
II (,19 t1 'If 

21.572J80 

HIill.n."() 
727m! 

-1.727.1••) 
16.2~.Jl:!b 

InlC:Te~t Pa)'llLelll~ . r:.~islin!! Dd.!1 

f,c:ner"-I Obligation Bond. 
I..:ar.c I'urehas< t=inan.:ingi 

Sub·TuLal 
Inl<,r<,~' Pa}m.:nl'· PIO.IC"l:ted ~bt 

G<'1l<"1 al Obhgation Bonds 
1..:.a.1e Pu/eha!..: financil1g~ 

Sub·Tolai 
TOTAL 

884.922 
,~~ !!78 

1,2-10,001 

1.2·10,001 

825.337 
14I H7 

1.166.714 

120,OCQ 
29 120 

1-19,120 
1 . .lIS,834 

76H.515 
__.1l.72!!. 

1,096.265 

236.000 
___4.U.~~ 

283,255 
\.379.520 

6!}i"J.,1I4 

.._':U.!.:U.:! 
1.012.6·1\1 

228.000 
46719 

274,720 
1,287,369 

6.16,260 
lOt 858 
9.18,119 

220,001 
45815 

265,815 
1.20],9.'4 

572.187 
__-:2~86.11ll 

858,9]7 

212,001 
448:;2 

256,85) 
1,115,790 

517,689 ---= 790.571 

204,Cx)] 

4' 6'7 
2·I7,S27 

1,038.399 

46\.109 

__~2">;-;1~" 
715.-I(~l 

I 96.().")1 
42734 
B8,7.1.~ 

9S4.199 

410,173 
___~u...w 

652.336 

11:18.001 
41 ~71 

22':).572 
881,908 

-'65.340 
214S'7 
589.867 

IBO.002 
-IQ n' 

220.333 
810.201 

2.I3!UI':l 1:!.~7\l.1 ill 
1'16111~ 

l51-1.619 12.575.55-4 

1.9.'6.081 __'_'_'W 
2.319.23 1 
5.8..U.861 

.u~U.~7 
77~ 1/(, 

..\A1I; ....6.1 
17.()71.017 

Oebt SC""kc: f'a)IlLCnli· E.\isTing I.>clIt 
<.i<,nc:ral Obligauon Bonds 

l.ea.<,e Purcha.r.e HnllflCing~ 
Sub· 1"ota! 

[Xbt SC"r'.. i.:c Pa) lII~IIIS . Pro~t.:d Lkbl 
G~IIClaJ ObligaTion Bonds 

I..:.as.c: i'UI.:ha;.e I'rnancings 
Sub·lolal 

lOTA!. 

1.910.127 
__-::-~5960:"40"'~ 

2.506.591 

_____~ 

2.506.591 

1,836537 
6''1 867 

2.-162.404 

186.665 
29 120 

.21~.7K~ 

2.li7R.189 

1,77l598 
614 035 

2,407.6]2 

369.3.10 
5S 495 

42U"l5 
2,832.457 

1,748.3-'9 
599 14~ 

2.117,41:\5 

.161 •.Htl 
606:\4 

421.965 
2.769.450 

1,6]4,592 
"'i88290 

2,222,S8\ 

]5l.l31 
__---<zMlll 

413.960 
2,636,8-12 

\.496.547 
580 'i21 

2,077.068 

345.)31 
60627 

4{)S,'JS8 
2.483.026 

1.378,96.' 
57? 817 

1.958. 780 

337.331 
606p 

]97.962 
2.356.7·B 

1.2~9.c)9.1 

S79b9~ 
I.R.1R.71:17 

.129..1.11 

----(.IQ~ 
.l89.90~ 

2.2?8,7S': 

1.16],588 
__ ~1':I-I07 

1,681.995 

,1:?1.3,~1 

60 631 

;\KI.%2 
2,O(,..t':):n 

1.101.9-18 
"log 11-1 

1.61Q,062 

.'I.U-'2 
WoP 

37J.96.~ 

1.91:1-4.026 

'.\lOS.60S 
'i 12-1M' 

u.O.~.\.2.\' 

5.796.llb 
IS.S2'>..\o'> 

2.1.211.\l-t1 
_lLl'>I'i-rIS 

.\1.1~7.'I~O 

i.7~ll.lk'i 

I :'>02 1711 

9.222.~(,.' 

-I.U711.-IIC 

(\.••lIpuUUon ur II-I-bl Rllu,,., 
rYE Juno: 30 

Populalion 
P(rsonalln~:omo: 

G~n(ral fund R.-:\~nU(~ 

]999 
33.516 

986.800.000 
56.985,000 

2000 
3-1.110 

I.O~0.200.000 

60.870.000 

200] 
lUI7 

1,111,300.000 
64,077.000 

2002 
15.328 

$ 1,174.400.000 
67,192,00'.) 

2("0) 

35,939 
1,24S.7oo,OOJ 

70,710,000 
$ 

2001 
36.557 

1,320,100,000 
74,386,920 

$ 

200' 
37,182 

I,-IOol,800.00Q 
78.2S5.().10 

200(' _C-_,o2~{XlC;'-7___--;;~2~00~8c 
37.822· ]S,-I72 .l9.D-I 

1.495,ROO,(KJO S U85.700,OOO 1.685.000.000 
IHJ24.302 86,605,166 91.108.6.\-1 

IkbL pel Capita 
l"J..:blllll'':I:>onallncomo: 

D~ht S.:r'kc: 10 G<'Il<'Tal fund R~'o:nues 

$619 
2.3V~ 
4.-1(YII; 

\69-1 
2.25r~ 

4.4CYk 

$6-10 
2.(X)~ 

4.42% 

$5S"/ 
1.77'1'r 
4.12~ 

SB7 
1.S5<); 
3.73% 

S-191 
1,36tH 
)34'i{, 

$-1,17 
I.IS~ 

3.01~ 

$·106 
I.OY~ 

2.71''; 

S.'68 
(I.Hn 
2..\S~ 

$.'12 
U.77'l 
2.ISI" 

-4.11u"'I""'1Il kr~",,/1II1I 1''''1''' Ird Gr {Jd)l: GO iI'If"/., . i.",/ ''''''''''/ "Iu,.",,,,,, ,,[p,i"cipI,I. )1)'.Ir«/"Jimli mmur;,,· //IU/I"',· i"tnrJl ,',,1/ oj 6.11'" 


UI')t I'urrluur fi,,,,,,,·i"8.' ' 1.1'1 (I "'!llul,1 ",I>,l,,,·i("(. 1.5·.\(", Jim" "wru,il.v. IX lII"mlll III ,""pimliud illl(ltJI. (:lOSt o[ iuu<l"', ,'quI,1 ItO 1.5'" "[J~II. {,[uml,d ddll s,n';("( 'fir"" [14'14/,,01<1 tru, imatll <"Oll ,'f6 .I~. 




-----

- - -',,~ --.---:..::-;;::;.-;-.~= ..... ~ .~.'-

1 HE. S'I ATI: Of CAUrt}R.-';IA 
ICN~ I.>dll Mfordabiliry K~rJQn 

.- -.=-_. - =--
CompUUJJion 0/ lJ~bt Ranos/of E~i.sling C"ltfal fund f),bl plu.~ $49.0 Billion ;11 Projtcud Bond ,.-jllandngs (OOO's) 
Comp/wna If'uh 6.09, Borrolf·ing Ctiljrlg 

nT JUri!; ~) 

Gc:n.:ral Fund ~bt - E~i!>'ini! 

lj~~ral Ohligari'Jn Hon•.I-) Li.9ui';61 ~ U.lSycdol i 1.891.2&& S IO.&..\2.16~ 9.Son9.12 8.9!9..~72 &.0.'i5.29/ 1.160..,11 6.506.897 5,771).189 
l..e• ..: PUrdlb< FinaJK·int!> __~ 6 11,1 744 'i 807.I'iO 5'i'1640 S2iS2V2 ·1 9:11 HI ·161-1 'iDl ·1 1m 16'i -' Oil 9'1 17-1& H4 

Sub· Total 20.1tJ~:195 IY,OIO. 10.') 17.61)S,7311 Ib..16.1.'JU.I 15.u'N,14U 1.I,861.W9 12,691,800 11.:'i69.-I77 10..'.lI\,!iI!l 
(j~~raJ FUM Dc:br E'I'oj~rc:d 

GC'nC'raJ Obligation Bunds .1.9(Yl.OIlO 14,209,995 IR.tiI9.990 n,Rtiti.6.'iO 26.~9,97.') 30,869.9M 1..\.ti2f1,620 -I1,fI.I9,9.!.~ 

Lca.c I'wcha'>C' l'inandllg~ 
Sub·Tolal -1.900.00> 9.6.16.665 14.209.995 18.619.990 22,866.650 2(),9~9.975 30.8ri9,9()S 34.616.620 38.219.~0 41.6..]9,915 

TOTAL 2~.:!o~.'')~ 'lK.6-Ib.I'IO JI.'JUII.'IJJ • H.YISJ.tlY.! j'f,\}4):I')IJ 4U.!SIV,'J1S4 • 4.1.)01.lb) 4fJ.I'!<l.lN'1 0111.7:"111.":'111 :"I1.I()tI,~11I 

rrin.:ipal RCp.l)ment~· bi~rillg Ddu 
General Obligation Bonds 1.025.20S 1.011.100 l.em.07J 1.Q..I9.015 998.331 92U60 861.274 797.98.') 75J...\IS 736.608 . ~ 5.770,~So.) S 1-I,91~,7!)() 

___lM..~1~a~ !'un.-holSt Financing~ __--:-~"",.I~"~j 106 ''14 28'i 811 2864" __-:-:2~9~'~17!-!1 ------.JQ(J...215 _._-l~..u.6 '77 '..\4 lS\ ~87 1 7-111 H_I __.9~ 
Sub,Tora! 1.266.590 1.29~.6c)() 1.311.367 1.334.836 1.284,763 1.218,13\ 1.168.209 1.123.323 1.030.659 1.020.195 9';18,6.!3 2157.! ..i!i6 

l'rin.:ipal R~pa)m~m!>· Proj«ted Ikbr 
Ge:neral Obligation Honds 163.]35 326.670 4cx).OO5 653.3-10 816.675 980.010 U43.3-15 .1()6,680 1.-170.015 
l~alo<: PUfl:hase: rillancing~ 

Sub·Totai 111.1.3:15 ]26.670 49().OO.') 65:1.:\40 816,675 980.010 1.14.1,.1-15 ] ..106,680 1.-170.015 011.(.19,925 ·.\o.),()),),o.X) 

TOTAl. 1.166.590 1.4.')9.015 1.638.0.11 1.82-1.841 1.9J8.10.l 2.034,806 2.148.119 2.266.668 2J.l7.~39 2.490.210 :>1.161:1';-18 70j7~,.It\o 

IIIIc:r~sr Pa)lnelH!>. EAi!>ring Ixbt 
G~IIC'ral Obligation Bunds 88.1.922 825.337 76S.525 699.314 6.l6.260 572.187 517,689 461,IOQ ·110.17.\ .16:'i.3-10 2.U8.31':l S,~N,l7b 
~a~ Pur... ha~ Financing~ 355078 3-11 '\77 P7741 il I B'i )01 858 2867S0 212 88\ __ 2~1'i'i '-1' 161 l')-I 'i'7 1 176 ill -~ 

5ub·Total 1,2-1O,(KlJ 1.166.714 l.tJCJ6,265 1.012.649 9.18,119 858.9.17 790,57 I 71SA6-I 651.116 589.867 3.51-1,(;119 ] !.~75.~:'4 
lnrcre~r Pa)m~nl~' I'roj.:..·red l>.,o:bt 

G.:-neul Obligation BondI S1S.20() 1\52.600 1,1I7.1'}Y iJ71,!191) 1.616.999 1.1151.191\ 1,077$7 .H515.571 
l.ea~ I'ulch~ Financings 

Sub-Toral 2\14.000 578,2()O R52.6(.O \.117.199 1.3-11.999 l,tiI6.9?9 1.8:':02.198 ?em.597 1.29.1.1% 3.1';15.577 ·1:;.56'1,;65 
rorAI. 1.2..\0.001 1.460.714 1.674,01(,5 I.R6S.241) 2,055,318 2,2]0,9.16 2,407,570 2,.'iti7,tih2 2.129.933 2,883.06-1 37.030,206 :'i~.I..I;, 119 

L>ebr ~t:"'icc: Pa)·menl~· bi~ling L)(:br 
Gencal Obliga.ion Bond, 1.910.117 I.K16.537 1,771598 \.7411.3:19 1.6.14.592 1.496,547 1,.)78.96.1 1.2.~9.(K4 1,16.1,588 1.I01.9-IS 7.908.6011 ~'.~II.'J.I I 

L.e.u.c Purcha!oe l'inancings __--:-'.')96""·....,. 625 66Z Ii\.] OiS 599 146 ---11.1.12!1 580 521 ';]9817 :.79 69' :'119 -107 sag 11..1 __\.W...2:!1 10 ':l \.~ 'N!<! 
511b·'I'0I1I 2506.$91 2.461.404 2,407.632 2.347.485 2.222.S81 2.077.068 1.9.')8.780 1.8.18.787 1.682,995 1.610.4.)61 13.G.l.I ..!:>3 .1,-1,1-17,':/-,\0 

D..':br Sc'" ie.' Pa~ 'uelllS - Proj~·te:d L~bl 
G~nelil.l Obligation Bond~ 457.335 904,870 1.]42.605 1.770.5]9 2.188.674 2,597,(.109 2.99.B~3 3J8.U77 3.763.111 ]5,10;.;0.! 

l.c:a,;.: Pureha;.: nllancing~ _____~ 
Sub·Tma! 4~7 ..BS 904.870 I,J-'2,60~ 1,770.539 2,188,674 2,51)7.0:')!:) 2.995.543 3J8-' ..!77 .1.76.UII 7~.lb-'.~U2 ':l-1,5t19.~t1:; 
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