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STATE OF CALIFORNIA 1998 DEBT AFFORDABILITY REPORT

CHAPTER 1: EXECUTIVE SUMMARY

This 1998 debt affordability study provides a framework for determining both the

: affordabtlity and the funding priorities of the State's infrastructure needs. By providing financial

ratios using outstanding and projected levels of indebtedness, this report evaluates the .debt
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, debl 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 1, 1997 met the requirements of SB 2009 by formulating an answer to the
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 1ssued 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
economy changes, the 1997 report further advocated the concept of a cautionary zone of
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 beiow

* the 6 percent maximum.

Cautionary Zone of Borrowing Concept Adopted by State Legislature

Since release of 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 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.”

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 accumtelv reflects the debt burden of the

. General Fund relative to its peer group states.

': OFFICE OF THE STATE TREASURER PAGE 2 0F 23
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d Management of the State’s General Fund indebtedness hus improved since its high in

b fiscal year 1994-95. ‘As is illustrated by the comparisons with Moody’s medians. the State has
i: reduced its debt burden over the last three fiscal years and placed itself in position for upgrades
tof its credit ratings. Of most relevance to the debt affordability concept is the three-year
H annual 1mprovemem in the ratio of annual debt service to General Fund revenues. The
i State’s current ratio of annual debt service to General Fund revenues is 4.4%.

il

|i Debt Affordability Concept to Establish Spending Priorities

fi 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 be met
i » within the available ‘iscal resources. Striking a balance between fiscal resources and capital
. i needs in the short-term is essential to the long-term financial success of the State. 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 obligations of
i future generations can be achieved. The alternatives of future Californians having substandard
Al mfrastructure or conversely being highly burdened by debt are both unattractive prospects for the
!E State. S

| | -
! - 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 should
. consider additional debt a required exception and provxde a fiscal plan to reduce the ratio

- below the cauuonar} zone.

" Capacity for Addrtronal Debt within Cautionary Zone

i Using the State Department of Finance’s current General Fund revenue projections, we
I’ calculated the current debt affordability level of the General Fund. Our calculations indicate
| that the State’s General Fund can support a maximum .of $49.0 billion in total new bond
| issuances from fiscai years 1998-99 through 2007—08 or a maximum of $4.9 billion per year,
i without exc eedmg the 6.0% borrowing ceiling. ’

Th_e curre’nt ten—year debt affordability level is a larger amount than the State Treasurer's
i Office determined tc 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
'I 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 indefi mtely therefore, the debt levels currently aﬁ“ordable will vary in the coming

- fiscal years.

Debt Position to Reduce Borrowing Costs

' Governmental 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 quality allow governmental entities to issue debt at lower yields to investors and lower
i COSIS Lo taxpavers.
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CHAPTER 2: INTRODUCTION
' HisTORY oF DEBT AFFORDABILITY REPORT

Leg:s!at:ve F:'equ:rements of SB 2009

Sirce 1997, the State Treasurer has prepared a report analyzing the indebtedness of the
State’s General Fund. This annual analysis has included various indicators of fiscal health, such

as the ratios of ‘General Fund debt per capita and General Fund debt to personal income and _ |

annual General Fund debt service to General Fund revenues. These credit ratios are routinely
applied try 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. Thus, the
conclusions drawn by this report are available to serve as a framework for determining both the
affordabiiity and funding priority of the State’s current and future infrastructure needs. '

Under the sponsorship of State Treasurer Matt Fong, SB 2009 (Killea) was approved by
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 1% of each year, formalized the importance of an annual
assessment of General Fund supported debt in relation to funding decisions for essential capital
projects. Llsied below are the information requirements requested of the State Treasurer under
SB 2009.

s A listing of authorized but unissued debt that the Treasurer intends to sell

during the current fiscal year and the budget year and the projected increase n
debt Service as a result of those sales.
e A description of the market for State bonds.
* An analysis of the ratings of State bonds.
e A listing of outstanding debt supported by the General Fund.
e A listing of authorized but unissued debt that would be supported by the
 General Fund. 7
e A schedule of debt service requirements for the outstanding debt of the
General Fund.’

¢ Identification of pertinent debt ratios, such as debt service to General Fund
revenues, debt to personal income, debt to estimated full-value of property
and debt | Der capita.

e A comparison of the prepared debt ratios with the comparable debt ratios for

the ten mast populous states.

Summary of 1997 Debt Affordability Report

The debt affordability report presented to the Legislature and Governor by the State
Treasurer on October 1, 1997 et the requirements of SB 2009 by formulating an answer to the
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

OFFICE OF THE STATE TREASURER PAGE 4 OF 23
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impairing the State’s credit ratings and other spending prioritics.  The 1997 report sel 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
cconomy changes, the 1997 report further advocated the concept of a cautionary zone of
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 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 tnvestor 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-/ Al / 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 turn
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 cf State general obligation bonds in an amount not to exceed 39.2 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.”

OFFICE OF THE STATE TREASURER PAGES OF 23
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CONCEPT OF DEBT AFFORDABILITY

Balance between Fjscal 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
obligations of 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 resources 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
affordabilizy of new debt issuances possibly resulting in a ratings downgrade could result in
increased borrowing costs to taxpayers.

OFFICE OF THE STATE TREASURER PAGE6 OF 23
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STATE OF CALIFORNIA

CHAP’I?ER 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)

CALCULATION OF NET TAX-SUPPORTED DEBT (000's)

AUTHORIZED AND

AUTHORIZED OUTSTANDING UNISSUED*
General Obl:gation Bonds (Non-Self Liquidating) i
Clean Air, Clean Water, Passenger Rail & Transportation 5 5.,460.000 $ 2,126,395 $ 1.926.210
Earthquake Safety 2.450.000 484.745 1.899,995
Fish, Wildlife & Coastal 861.000 599,095 - 43480
Hazardous Substances 100,000 44,600 -
Higher Education 2.350.000 1.631,635 139,325
Housing & Homeless 450,000 202,985 -
Library Construction 75.000 53350 8,625
Park, Parklands. Beach, Recreational & Historical 1,370.000 435,825 3,550
Prison, fail & Correctionat 4,087,000 2,356.825 284,600
Public Education & School Facilities/Building 10,750.000 6,741,431 1702344
Safe Dnnking Water 425,000 235.880 28.765
Senior Center 50,000 20,000 -
28.468.000 14,932.766 5,836.894
Enterprise Fund Bonds (Self Liquidating)
Harbor Development 60,000 285 -
School Building Aid/Earthquake Reconsiruction 110.000 3.750 -
Veterans 5.610.000 2.881.565 301.500
Water Resources 1,750.000 1,021,350 167,600
: 7,530,000 3,906.950 469,100
» Total General Fund General Obligation Debt $ 35,998,000 $ 18,839,716 $ 6,305,994
Lease-Purchase Bonds
California Community Colleges $ 688.079 ¥ 646,230 $ 41.849
California State University 769,580 769.580 : -
Department of Corrections 2,886,013 2.830.744 55.269
Energy Efficiency Program 421.200 141980 279.220
Other State Building N/A 770.230 N/A
State Olfice Buildings 1,474,549 324,105 1,150,444
University of California 1.156751 1.156.751 -
East Bay State Building Authority (Special Fund Supported) N/A 8R.960 N/A
San Bernardino JPFA (Sperial Fund Supported) NIA 63.755 N/A
San Franciszo State Building Authority (Special Fund Supported) NIA 54,270 N/A
7.396.172 6.846.605 1.526.782

Total General Fund Debt

GROSS TAX-SUPPORTED DEBT

LESS
Enterprise Fund Bonds {Self Liquidating)
Lease-Purchase Bonds (Special Fund Supported)

NETTAX- S UPPORTED DEBT

5 43394.172

$ 25,686,321
$ 25.686,321

$ 1906950
206,985
$ 4,143,935

£ 21,572,386

$ 7,832,776

* The Aulhnrm. { and Liaixsued ameunt of General Obligation honds includes $1, 287200000 in outsli unding umrmc.rc.l il papor.

Searrce: Stote of Colifornig, Office of the Treasurer
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DEBT RATIOS

Value c;)f Key Debt Ratios

In evaluating debt position. credit analysts calculate and compare an entity’s debt ratios
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
repayment of an issuer’s debt. The ability of governments to transform this income into
revenues through taxation makes personal 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-supported debt service to general fund revenues is particularly
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
continues to be used by rating agencies and investors.

Trend fin 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
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 befow 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 any one 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 ali three of these debt ratios serve to capture the variability that existed among

* 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.

OFFICE OF THE STATE TREASURER , PAGES OF 23
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STATE OF CALIFORNIA

As is shown below, the ratio of General Fund debt per capita grew rapidiy from fiscal
year [987-88 to fiscal year 1994-95, but has since moderated. Al the end of fiscal year 1997-98,
the State's debt per capita ratio was 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 NETTAX STATE DEBT PER MOODY'S STATE RATIO
YEAR SUPPORTED DERT POPULATION CAPITA MEDIAN RELATIVE TO MEDIAN
I987-8%  $4,704.817,000 28.323,000 5166 $300 0.55x
1988-89 5,603,652,000 29.063.00 193 339 0.57x
1989-9G 6.615.190,000 29,142,000 227 349 0.65x
1990-91 9.651.951,000 29,976,100 322 345 0.93x
1991-92  14,283.908.000 30,565,000 467 364 1.28x
1992-93 17,334.904,000 31,188,000 556 391 1.42x
1993-94 19,465,014,000 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 43] 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: State of California, Office of the State Treasurer; State of California, Department of Finance;
Moodv's Investars 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 NET TAX STATE DEBTTO MOoODY'S STATE RATIO
YEAR SUPPORTED DEBT PERSONAL INCOME  PERSONAL INCOME  MEDIAN RELATIVE TO MEDIAN

1987-88 34,704.817.0600 $530.968.000.000 - 0.9% 2.3% 0.39x
1988-89 5,603.652.000 571,119.000,000 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 14,283,908.000 635,000,000,000 22 2.2 1.02x
1992.93 17,334,904.000 697.911,000,000 2.5 22 1.13x.
1993-94 19,465,014.000 722.,002,000,000 2.7 2.1 1.28x
1994.95 2(),468,488.000 764,435.000,000 2.7 2.1 1.28x
1995-96  20,167,323.000 8(7,975.000.,000 2.5 2.1 1.19x
1996-97 2{,425 580,000 867.200.000,000 24 2.1 1.12x
199798 21,572,386,000 4209 .400,000,000 2.3 1.9 1.22x

Sources: State of California, Office of the State Treasurer: State of California, Department of Finance;

UCLA Anderson School Forecast. September 1998; Moody's Investors Service

, Shown on the 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 s

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 vear 1993-94 (o fiscal year
In fiscal year 1995-96, the State’s ratio of 5.3% was [.51 times greater Moody’s

1995-96.

Y median.
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LOSTATE OF CALIFORNIA

GENERAL FUND DEBT SERVICE TO GENERAL FUND REVENUES
(FY 1987-88 through FY 1997-98)

OENERAL FUND

FIscaL GENERAL FUND DEBT SERVICE Moobpy's STATE RATIO
YEAR DERT SERVICE REVENUHS TO REVENUES MEDIAN RELATIVE TO MEDIAN

[987-88 $594.049.304 $33,04 1,398,000 [.8% n nsu
1988-89 598.664.860 "37.651.878,000 1.6 n/u s
1989-90) 755.505.089 38.546,178.,000 2.0 nu nle
1990-91 953,211464 40,563.04 1,000 2.4 n/a n/u
1991-92 1.369.328,841 42.925.671,000 3.2 n/a na
1992-93 1,748, 798519 42.757.910,000 4.1 n/u n/a
1993-94 2,111,494 837 40,527.732.000 5.2 l.6% 1.45x
1994-95 2,329.85(1,568 42,690,000,000 5.5 3.4 1.61%
199596 2,444 036,739 46.296,000,000 53 3.5 1.51x
1996-97 2.481.594,607 . 49.210,000,000 5.0 n/a n/a
1997-98 2,416,062,610 54,824.,000,000 4.4 n/a n/lu

Sources: Stare of California, Office of the State Controller; State of California. Department of Finance:
Moodv's Investors Service

Mauagemeﬁt of the State’s General Fund indebtedness has improved since its high of .

| fiscal year 1994-95. As is illustrated by the comparisons with Moody’s medians, the State has

reduced its debt burden 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
affect this ratio,

Rapidity of Retirement of General Fund Debt

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 rule-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 $10.8 billion of principal should be retired
within 5 and- 10 years, respectively. Based on current schedules, the General Fund will amortize
$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 vear 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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STATE OF CALIFORNIA 1998 DEBT AFFORDABILITY REPORT

RETIREMENT OF GENERAIL FUND DEBT AS OF JUNE 36, 1998

General Obligation Bonds Lease Revenue Bonds TOTAL
RETIRED PRINCIPAL PRINCIPAL PRINCIPAL
WITHIN {5000 CUMULATIVE % {S000) CUMULATIVE % ($00() CUMULATIVE %
l o5 ycars  $5,088.834 34.1% $1.404.411 21.2% $6,493,246 1%
61 [0 years 4,073,642 6l1.4 1,486,874 43.5 5.560,517 559
It w15 years 2,791.969 80.1 1,466,774 65.6 4,258,743 75.6
16 10 20 years 1,280.410 88.6 1.457.035 87.6 2.737.445 88.3
20025 yéars 1,207.005 96.7 819,280 999 2.026,285 977
26 to 30 years 490,905 100.0 5,245 100.0 496,150 100.0
514,932,766 $6.639.620 $21.572,386

Source: State of California, Office of the State Treasurer

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
io General Fund revenue. The calculations 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 DEBT RATIOS & GO BOND RATINGS OF TEN MOST POPULOUS STATES

GENERAL OBLIGATION
DEBT TO DEBT PER DEBT SERVICE TO RATINGS _
STATE PERSONAL INCOME CAPITA GF REVENUE'"  FITCH/MOODY's/S&P™
California"” 2.3% $655 : 4.4% AA-/AT/ A+
Texas 1.4 300 1.5 AA /A2 AA
New York - 6.5 1.914 9.4 A+/A2TA
Florida 34 798 5.2 AA/Aa2 AA+
Pennsylvania 2.0 501 2.8 AA-/AlLTAA-
Ilinois 2.7 728 44 AA A3 AA
Ohio 2.5 591 4.5 AA+/ Aal / AA+
Michigan 1.6 381 2.1 AA/ Aa2/ AA
New Jersey 5.1 1,576 3.8 AA /S Aall AA
Georgia 29 647 335 AAA/ Aaal AAA
Ten State Median 2.7 650 4.)

Source: "1998 State Debt Medians”, Moody's Investors Service, August 1998

1 Source: 1997 Comprehensive Annual Financial Reports of the States

Cr As of Sepiember 1, 1998,

Y The [998 Moody's Medians reflect siate net-tax supported debt as of the end of 1997, estimated population in 1997,
and {996 personal income as reported by the U. 8. Departinent of Commerce. Bureau of Ecortomic Analvsis. We have
updented the State of Califorata’s ratios in this table to reflect the calowdations shown in previous tables which are based
an more recent projections of poputation and personal income, and o include net wo-suppaoried debt ax of June 30,
190X
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STATE OF CALIFORNIA 1998 DEBT AFFORDABILITY REPORT

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
reflected in employment and income. Economic vitality and adequate tax structure are key
determinants in the ability to repay debt.

Debt_Factors: 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.

« Administrative/Management 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 capabpilities 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

RATINGS (AS OF SEPTEMBER 1, 1998)

MoOoDY's
FiITcH INVESTORS STANDARD
[SSUER/TYPE IBCA ‘SERVICE & POOR'S
General Obligation Bonds _ AA- Al A+
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STATE OF CALIFORNIA 1998 DEBT AFFORDABILITY REPORT

State Lease Revenue Bonds
' RATINGS (AS OF SEPTEMBER 1, 1998)

MOODY'S
FITCH INVESTORS STANDARD
, ISSUER/TYPE IBCA SERVICE & POOR'S
l.ease Revenue Bonds ' :
California Community Colieges A A2 A
Department of Corrections A- A2 A
Energy Efficiency Programs A A2 A-
University of California A+ Aa3 A+
Catifornia State University A ' A2 : A
State Office Buildings A- A A

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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STATE 0OF CALIFORNIA 1998 DEBT AFFORDABILITY REPORT

CHAPTER 4: AFFORDABILITY OF FUTURE DEBT
AESOURCES AVAILABLE FOR FUTURE DEBT SERVICE

The State’s ability to repay its current and future debt obligations 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 i1s enhanced. Thus, estimations of future increases in debt capacity are
direct functions of the accuracy with which projections of the State’s popuiation. personal
income and General Fund revenues are made.

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

In calculating prospective debt ratios we used the growth scenario for the State’s
popuiation, 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
Department of Finance’s most recent estimates were vsed to project General Fund revenues for
fiscal years 1998-99 through 2007-08.

STATE TFIEASUFIER 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 marurity of fiscal year 2027-28. Appendix III illustrates the annual debt service
rcqu:remcnts of State's General Fund outstanding general obligation and lease revenue bonds.

Table 1 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 II 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 fime,
additional capacity Is created for the State to undertake new borrowings which meet existing,
yet unfulfilled, capiral needs. This can be accomplished and still keep the debt levels of the
General Fund below the aforementioned 6.0% borrowing ceiling.
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STATE OF CALIFORNIA 1998 DEBT AFFORDABILITY REPORT

DEBT RATIOS FOR EXISTING GENERAL FUND DEBT

: FY FY FY MOODY'S -
19DK-49 2¥2-03 2007-08 MEDIANF
Debt per Capita $606 %420 5243 5446
' Debrt o Personal Income 2.1% 1.2% ().6% {.9%
Debt Service 1o General Fund Revenues 4.4 3l 1.8 : 5

* Debt per capita and debt 1w personal income mediany are for 1998 debt service to general fund revenues median is for 1996

Detailed below are the State Treasurer’s estimates of General Fund supported bond
issuances for fiscal years 1998-99 and 1999-00.

PROPOQFD GENERAL FUND SUPPORTED BOND ISSUANCE FY 1998-99 AND FY 1999-00

FY 1998-99 FY 1999-00 TOTAL
Genera] Obligation Bonds (Non-Self Liquidating) $2,000,000.000  $2,000.000.000  $4.000.000,000
Lease Revenue Bonds
Cal;i forma Community Colleges 45,000,000 45,000,000
Department of Corrections 34,000,000 34.000.000
Energy Elficiency 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 75,000,000 149,000,000
Veterans . 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  $2.279.000,000  $4,727,000,000

Source: Siute of California, Office of the State Treasurer

Following the issuance of these $4.727 billion in obligations, total debt service would
increase by approximately $9.2 billion, from the current $34.1 billion to $43.3 billion, over fiscal
years 1998-99 through 2027-28. Including the State Treasurer’s estimates of General Fund
supported bond issuances for fiscal years 1998-99 and 1999-00, a maximum ratio of annual
debt service 1o General Fund revenues of 4.42% is reached in fiscal vear 2000-01 and the
6.0% borrawing ceiling is not exceeded. Tabie 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 TREASURER'S PROJECTED BOND ISSUANCES FOR FISCAL YEARS 1998-99 AND 1999-00

FY FY Fy MooDY's
1998-99  2002-03  2007-08 MAXIMUM MEDIAN®
Debt per Capita - 5679 $537 $332 5694 (FY 1999-00) $446
Debt 1o Personal [ncome 2.3 1.6% 0.8%  2.31% (FY 1998-99) 1.9%
Debt Service to General Fund Revenues 4.4 17 2.2 4429, (FY 2000-01) 35

* Debt per capita and debt o personal incame medians are for 1998; debi service to general fund revenues median is for 1996,
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STATE OF CALIFORNIA 1998 DEBT AFFORDABILITY REPORT

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 cetling 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
calculate a maximum prospective ratio of annual debt servicé to General Fund revenues, we
have calculared 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
issuances assume a thirty vear final maturity, 6.0% true interest cost and level annual principal
repayment. : ' :

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 FINANCINGS
(COMPLIANCE WITH 6.0% CAUTIONARY ZONE OF BORROWING)

FY FY FY MooDy's
1998-99 . 2002-03 2007-08 MEDIAN*
Debt per Capita $752 11,056 $1.308 $446
Debt to Personal Income 2.55% 3.05% 3.04% 1.9%
Debt Service to General Fund Revenues 44 5.7 59 35

*# Debt per capita and debr- 1o pefsonal income medians are for 1998; debt service to general funid revenues median is for 1996,

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 levei 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 yezrs,

Although the issuance of $49.0 billion in additional tax-supported debt would permit the
State to stay below the 6.0% borrowing ceiling. the State's key debt ratios would rise over this
period 1o levels much higher than the Moody's 1998 Medians. Depending upon the amounts of
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STATE OF CALIFORNIA 1998 DEBT AFFORDARILITY REPORT

debt 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.
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" STATE OF CALIFORNIA 1998 DEBT AFFORDABILITY REPORT

; CHAPTER 5: DIjESCRIPTION OF MARKET FOR STATE BONDS

1

' Borrowing Rates During FY 1997-98

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

Bond Buyer, 20-Bond General Obligation Bond Index

5.6 - ‘_ e - - - ; T . 1
a4 General obligation bonds maturing in 20
5.50 years are used in compiling this index. The _: |
20-bond index has an average rating ’
" equivalent o Moody's Aa2 and S&P's AA-, .7 7
5.40 . ' i
5.30
£
5.2¢
510 +-=
5.00
490 I A T T P S '.'jr‘;.' R

Jul-97: Aug-87 Sep-97 Dct-97 Nov-97 Dec-87 Jan-98 Feb-98 Mar-98 Apr-98 May-88 Jun-98

) Date
Saurce: The Bond Buyer

The State }"reasurer'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
costs and $178 million in total State of California future debt service costs. Total savings are

detailed in the following table:

STATE OF CALIFORNIA
i FY 1997-98 REFUNDING SAVINGS
General Fund Debt Service Savings

General Obligation Debt Service Savings 583,801,893

" Lease Revenue Debt Service Savings 40,383,044
SUBTOTAL: $124,184,937

Other Debr Service Savings 53,509,841
- TOTAL SAVINGS: $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: (1) 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 Note and a comprehensive site on the Internet which provides access 10 all bond
. prospectuses and other important State financial information. The demand for State bonds
increases as our investor base 1s 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’s)

FUND MANAGEMENT COMPANY PORTFOLIO BALANCE CHANGE SINCE 1997
Franklin Advisers Inc. - 81,033,670 + 5347315
AIG Global Investment Corp. 387.335 - 48,550
State Farm Mutual Auto. Ins. 363,370 + 10,000
Putnam Investment Mgmt., Inc 267,885 - 49 990
John Nuveen and 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 Mgmit. 107.480 +57,380
TOTAL ) $2.840,155 + $651,650

Source: CDASSpectrum, as published on Thomson Municipal News, Julv 31, 1998

The State 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 Tr.a'dihg 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
raied states (o the point where the State's bonds now irade at interest rates equivalent to double-A
raied 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 impravement in trading value is due in

' part to the State Treasurer’s investor relations program and its aggressive marketing of the
State’s value as a long-term investment. The improvement reduces the money State taxpayers
must spend on interest costs for State borrowing.

~ State of California

- Relative Trading Values
Composite State 20-Year General Obligation Bonds
1993 - 1998

3%

Basis Point Differential From Base Group

® £ P F P F P P &
-3 S)‘\ -3 §}‘\ 3 3;\"\ & S§\ &
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Date
[==California_=="A* State Average =="AA" State Average  "AAA" State !
Source; Tre CHUBB Corporation
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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, $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 (000’s)

NEwW MONEY REFUNDING CASH FLOW TOTAL
General Obligation Bonds ™ $1,600.000 $981,230 nfa  $2,581,230
General Chligation Ccmmercial Paper 1,822,000 n/a n/a 1,822,000
Lease Revenue Bonds 679,835 545,100 n/a 1,224,935
Revenue Anticipation Notes n/a n/a $3.000.000 3,000,000

TOTAL 54,101,835 $1,526.330  $3,000.000 $8.628.165

" Includes bonds issued to refund commercial paper.
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CHAPTER 6: (%IOI\ZCL—USION

This [998 rcpor[ analyzing the outstanding indebtedness and debt dfforddblhty of the
State’s General Fun.l 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 translates 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 Debt Affordability Concept to Establish Spending Priorities '

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 obligations of future generations can be achievéd. The alternatives of future
Californians having substandard infrastructure or conversely being highly burdened by debt are
both unattzactive 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 coricept is intended to assist state policymakers in setting priorities for ‘capital
spending and borroumg 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 shoula' bond finance only the highest priority pmJects

Monitor Debt 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
1mpr0\ emants in credit quality allow oovernmental entities to issue debt at lower yields to
investors and lower costs to taxpayers.

Mcndﬂement of the State’s General Fund indebtedness has improved since its high of |
fiscal year 1994+ 95." As is illustrated by the comparisons with Moody's medians, the State has
reduced its debt burclen over the last three fiscal years and placed itself in position for upgrades

of its credit ratings.

Capacity for A dditional 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 tax revenue base, this estimation is an improvement over the affordability levels
calculated in the 1997 Report. ' "
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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 reftects 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 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.

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 policymakers to maintain an
i ongoing balance between fiscal resources and capital needs is essential to the long-term
t financial stability of the State’s General Fund and the California economy.
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THE S‘TA TE OF CALIFORNIA : APPENDIX I
1998 DEBT AFFORDABILITY REPORT '

: , NET TAX-SUPPORTED
NET TAX-SUPPORTED DEBT AS A % OF 1996

STATE ’ ) DEBT PER CAPITA PERSONAL INCOME MOODY'S RATING
Alabama’ $334 1. 7% Aul
Alask;t : . 128 0.5 : Aal
Arizona : kLt 1.9 n/a
Arkansas 143 0.8 Aal
California'” 652 26 Al
Colorudo 18 0.1 n/a
Caonnecticut ; ' 2.962 8.7 Aal
Delaware - - 1,619 59 Aal
Florida . 798 34 Aa2
Georgia 647 29 Aaa
Hawzii 2718 10.7 Al
[dahc : ’ 45 0.2 n/a
IHlingis 728 27 Aa2
Indiana 185 08 Aal
lowa i3 0.5 n/a
Kansas 380 1.7 n/a
Kenwcky 774 3.9 nfa
Louisiana ’ 519 2.6 A2
Maine 391 1.9 Aa2
Maryland 849 it Aaa
Massachusetts 2,329 7.8 Aal
Michigan - 381 1.6 Aal
Minnesota 489 1.9 Aaa
Mississippi ’ 606 3.5 Aal
Missoun . 238 1.0 Aaa
Montana ) 260 14 Aa3
Nebraska - 38 0.2 n/a
Nevada 403 1.6 Aa2
New Hampshire 633 24 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 Dak. ola 169 0.8 Aa3
Ohio ' 591 2.5 Aal
Okiahoma 157 0.8 Aa3
Oregon 280 1.2 Aa2
Pennsylvania 501 2.0 Aa3
Rhode lsland 1,618 6.6 Al
South Carolina 309 1.6 Aaa
South Dakota 36 1.5 n/a
Tennessce 203 0.9 Aaa
Texas 300 1.4 Aa2
tJtah 590 3.1 Aaa
Vermont 945 4.2 Aa2
Virgiria 519 2.1 Aaa
Washington 1,192 4.8 Aal
West Virgnia 512 2.8 Al
Wisconsin 661 2.8 Aa2
Wyoming 147 0.7 n/a
| 998 Median 446 1.9

1998 Mean 719 29

Source: "1998 State Debr Medians Moody's lnveslors Service, August 1998

1 The 1998 Moody's Medians re_ﬂecr state net-lax supported.debi as of the end of 1997, estimated population in
1997, and 1996 persvnal income as reporied by the U. §. Department of Commerce, Bureau of Economic Analysis.
In the bod of the report, we have updated the State of California’s ratios 1o reflect the calculaiions based on more
receru prajections. of population and personal income, and to include net fa-s supported debt as of June 30. 1998,
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THE STATE OF CALIFORNIA . APPENDIX II
1998 DERBT AFFORDABILITY REPORT :

' Hisrorical_jActuals & Growth Scenario for
Popularim::, Personal Income & GF Revenues (000s)

FYE . - % Personal % General Fund %
June 307 Population Change Income  Change Revenues Change
1988 28323 n/a  $530,968.000 n/a $33,041,398  n/a
1989 - 29063  2.61% 571,119,000 7.56% 37,651,878  13.95%
1990 29,142 0.27 573.300,000  0.38 38,546,178  2.38
1991~ © 29976 2.86 617.700,000 7.74 40,563,041  5.23
1992 30,565 1.96 635,000,000  2.80 42,925,671 5.82
1993 31188 204  697.911,000 . 9.91 42757.910 -0.39
1994 . . 31517 105 722,002,000 3.45 40,527,732 -5.22
1995 31,790  0.87 764,435,000 5.8 42,690,000 5.34
1996 , - 32063 0386 807.975.000 5.70 46296,000 8.45
1997 32,383 1.00 867,200,000 733 - 49210,000 629
1998 32957 177 929,400,000 7.17 54,824,000 11.41
1999 - 33,516 1.70%  $986.800,000 6.18%  $56,985,000 3.79%
2000 34,110 177 1,050.200,000 6.42 60,870,000 6.82
2001 - 34717 178 1,111,300,000 5.82 64,077,000 5.27
2002 35328 176  1,174.400,000 5.68 67,192,000 4.86
2003~ - 35939 173 1245700000 6.07 70,710.000 5.24
2004 . 36,557 1.72 1,320,100,000 5.97 74,386,920 5.20
2005 - 37182 1.7 1,403,800,000 6.34 78,255,040 5.20
2006 ° 37822 172 1495800000 6.55 82,324,302 5.20
2007 - 38472 172 1,585,700,000 6.01 86,605,166  5.20
2008 39,134 172 1.685.000,000 626 91,108,634 5.20
Annaal Average
(FY 1998-99 10 FY 200708 1.73% 6.13% 5.20%
Sources:

Population- Stdte of Cm'iﬁ)rnia Dept. of Finance (FY 1987-88 10 FY 2007-08)
 Perscnal lncrmi_p; State of California, Dept. of Finance (FY 1987-88 10 FY 1997-8)
? UCLA Anderson Forecast. September. 1997 (FY 1998-99 1 FY 2007-08)
GF Revenues- §£ale rf-_f Califurnia. Office of the State Controller (FY 1987-88 1o FY 1997.98)
State of California. Dept. of Finance (FY 1995-99 to FY 2002-03)

FY 3()-;’)_"-()4' trr FY 2007-08 vrowih rates extrapolated from FY 199899 10 FY 2002-03 annwal average




THE STATE OF CALIFORNIA APPENDIX 11T

1998 DEBT AFFORDABILITY REPORT

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
June 30 Interest Principal (b} Total
FO99 e 884,922,292.48 5 1.025,205.000.00 $ 1.910,127.292.48 (¢)
2000 825.337.396.25 1,011,200,000.00 1.836,537,396.25
2000 e 768.524,744.25 1,005,073,068.25 1,773,597,812.50
2002 699.314,231.32 1,049,025,000.00 1.748,339.231.32
2008, 636,260,398.89 998,331,391.80 1,634,591,790.69
2004, .o 572.187,048.75 - 924.360,000.00 1,496,547,048.75
2005 517.688,770.09 861,274,388.71 1,378.963,158.80
2006, 461,108,787.50 797.985,000.00 1,259,093,787.50
2007, e 410,173.015.77 753.415,000.00 1,163,588.015.77
2008, 365,340.140.44 736,608,078.31 1,101,948,218.75
2009, 317,121,796.25 728,030,000.00 1,045,151.796.25
2010 i 270,306,781.25 671,620,000.00 941,926,781.25
200 e 230,299,236.09 596.839,045.16 827,138,281.25-
2002 191,072, 718.80 453,160,000.00 644,232,718.80
20013 166.545.324.60 342.320.000.00 508.865,324.60
2014 150,494, 160.89 267,175,000.00 417.669,160.89
2015 e 136,787,374.69 255.165,000.00 391,952,374.69-
20160 123,661,193.49 252.880,000.00 376.541,193.49
20017 109,793,244 .68 252.955,000.00 362,748,244 .68
2018 e 96.719,238.10 252,235,000.00 348.954,238.10
20019 83.545,276.25 251.,200,000.00 334,745,276.25
20200 70.546,557.50 247,500.000.00 318.046,557.50
2020 58.626,571.25 246,175.000.00 304.801,571.25
2022 e 46,446,961.25 229,905,000.00 276,351,961.25
2023 33,752,606.70 232.225,000.00 265.977.606.70
2024 22.,996.948.09 162,485.000.00 185.481,948.09
2025 15,037,645.58 123,135.000.00 138,172.645.58
2026, e 8.871.,996.09 85,355,000.00 94.226,996.09
2027, e 4.392.827.34 68,715.000.00 73.107.827.24
2028, e 1.300,228.59 51.215.000.00 52.515,228.59
Total .o $ 8,279.175.513.22 S 14.932,763.972.23 3 23.211.941.485.45

(2) Does not include cornmercial paper outstanding.
(b) Includes scheduled mandatory sinking fund payments as well as serial maturities.
(¢) Total represents the semaining debt service requirements from July 1. 1998 through Junc 30, (999,

SOURCE: State of California, Olfice of the Treasurer.
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THE STATE OF CALIFORNIA APPENDIX I
1998 DEBT AFFORDABILITY REPORT
SCHEDULE OF DEBT SERVICE REQUIREMENTS
FOR LEASE-PURCHASE DEBT
As of June 30, 1998
Fiscal
Year .
Ending i Current Debt
une 30 ' Interest Principat (a) Total

1999, $ 355,078,475.47 241,385,400.38 5 596.463,875.85 (b)
2000 341,376,959.72 284,485.962.79 625.866,922.51
2000 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
2003, 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, i 242.163.194.04 277.243,920.44 519.407.114.48
2008.....00 e 224.527,266.31 283,586,787.98 508.114,054.29
2009, 213,442,144.43 303,792.732.44 517,234,876.87
2000, 191,825,112.77 290.511.633.76 482,336,746.53
20 165,088,257.43 301,135,000.00 466,223,257.43
2002, 148,766,671.06 282,520,000.00 431,286,671.06
2013, s 133,383,739.83 288,815.000.00 422,198,739.83
2014 117,776,483.45 289,125.000.00 406,501,483.45
2005 sz 101,829,339.33 305.265,000.00 407,094,339.33
20060 85,366,091.30 283.,015,000.00 368,381.091.30
2017 i, 69.825,413.53 284.,415,000.00 354,240.413.33
2018 54,728,913.68 295.2135,000.00 349,943.913.68
29 39.581.964.45 249,860,000.00 280,441,964 45
2020, 26,560,336.23 216,330,000.00 2432.890,336.23
2020 16,438.386.77 155,235,000.00 171.673,386.77
20220 8,185.733.73 128.345.000.00 136.530,733.73
20230 3.147,663.15 69.510.000.00 72.657,663.15
2024 271,065.63 2,515.000.00 2.786.065.63
2025 93,267.50 2,730.000.00 2.823,267.50

Total .o 5 4,296,378.422.11 6.639.619.797.18 b 10.935,998,219.29

(a} Includes scheduled mandatory sinking fund payments as well as serial maturities.
(b) Total represents the remaining debt service requirements from July 1, 1998 through
June 30, 1999

SOURCE: State of California, Office of the Treasurer.
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L949E Dbt Aftoadability Renan . . :

ampLafion af Debi RANOS bor kreiting fionergl Fund Dahe firey 0 00 o0 T 20

EYE lune, 30 194 CoL 2000 2001 2002 2003 2004 . 2008 . 206 2007 008 209 s TOTAL

General Fund Debt - Exising

General Obligation Bonds 5 13.907.561 % 12.896.361 11891288 5 10842263 § 9843932 § 8910572

5 $  BOSBIUT S 7360312 % 6A06R9T S 5700280
tcaac Pirchase Fodi iugs 6198204 6,113,744 1207450 5520640 5215200 LAy 440450 407,165 4,00 921 3,749,334
Sub-Totat 20,303,795 19,010.105 17,698.75% 16,363,903 £5.079,140 12861000 12,692,800 11569477 10,538,858 . 9.518.623 .

Oevmial Fund Deli - Paujenied
Genera) Obligation Bonds -

LT i 'lxasi:‘l’u}rh:ﬂ.éu l-‘ina.néings w o M L w o il i it i [T A R T
Sub {otal | - . . . -, . -
wpgr g, w TOTALS AO0RT95 L L OI0ns o L 1T A9RTIR SR AGRGNY . L ASI9140 | L LRG0 12,692 RIN) - . 1] 569 47T IYSIR RIR . oaS1R6e21 L i
Principal Repayments - L:xisting Dbt : . \
. General Obliganon Bonds, 1,025.205 . L0120 L. 1,005,073 1,049,025 998,331, 924,300 . 4612714 . 97985 153415 CTIOOUE. S S 7T S 149370
L ease Puichase I'IIIij'\g:ings' 24} 385 - . 2B4A90 306,204 285,811 286,43 293771 306,915 125,338 17724 281587 LR IH b 63620
. Sill}-:!.ﬂlal' 1.266.590 1,295,490 1,311,367 1,334,836 1,284,763 1,218,031 1,168,209 123,323 1,030,659 1020155 B.318,623 21,572 330
Principal Repaymems - Pyojected Debt
Ciencral Obhgation Bonds . - - . L. . R . .
Lease Purchise Fuancings - - ' . - i .
Sub [oial - - - - - - . . . - - .
TOTAL 1.266.590 1.295.690 1311367 1,334,836 - 1,284.763 1.218,131 1,168,209 1,123,323 1,030,659 1.020.195 9,318,621 L5720 356
Interest Pavinents - Existing Debr
General Obligation Bonds 884,922 825.337 768,525 699,314 636,260 572,187 SE7.689 461.10% 410,173 365 HO 1138319 8.279.176
Lease Purchase Financings 355,078 341,377 327,741 313,335 301,358 286,750 2138835 234,355 242,163 234,527 LA763L1 4296373
Sub-Total 1,240,001 F160,714 1,006,263 L0649 938,119 . B5ROMT 790.571 L5464 652,336 58Y.867 FS14629 0 1247858
Iniesest Payments - Projecied Delil
" Genera Ubligativn Bonds - - . : . -
Lease Purchase Financings .- . PR - - . C - - -
Sub Total - - - - - - - - . . .
TOTAL 1,240,008 .. 1,166,714 1.096.265 LU12.64% 938,119 858,937 190,571 TES.464 652,336 5K9.867 1514629 12575554
Dxeb Service Payments - Existing et )
General Obligation Bonds 1910927 1,836,537 1,773,598 1,748,339 1,634,592 1,496,547 1,378,963 1,259,094 1,163,588 L10LHR 7.908,608 23.011.941
Lease Putchase Financings 596,464 623,867 - 634035 399,146 588,290 580,52} 579.817 579,693 519407 | 508,114 124045 10SIRNE s
Sub-Towal  © 2,506,591 o 2462404 2,407,632 2,347,485 2,222,881 2,077,008 1,958,780 1,838,787 1,682,495 L610,062 13033253 HAATHO
Dxebit Service Payments - Projocted Debt .
General Obligation Bonds . - . -
1 ease Purchase Financings - - - - - - . - e
Sub Totak : . : : : - : ' - . .
TOTAL 2,506,591 2,462,404 2,407.632 2,347,485 2,222,881 2,077,068 1,958,780 1.838,787 1,682,995 1.610.062 14033 233 LL140.940
Cuonputation of Debi Ratios
FYE June 30 1009 2000 2001 2002 2003 2004 2005 2000 2007 2008
Population 31516 M0 717 35,328 15,939 16,557 i7,182 37322 RAN 9aH
Personal lncome 3 975400000 5 1,038,500,000 § [,087,700000 § 1147100000 $ 1216800000 $ 1284400000 $ 1,363,300000 $ [ 446600000 $ L527.100000 § 1623200000
General FFund Revenues 57,171,000 G1,117.00¢ 64,542,000 07,523,000 T1.056,000 75,276,720 79,148,164 84,485,205 89,501,626 94,820,141
[ebi per Capita | 5606 5557 5510 3463 $420 $379 £341 $306 5214 . $243
bt w Personal Incame 2 0B% | 83% 1.63% A43% 1.24% -1 O8% tR9I% 0.80% 0.69% 0.59%

Debr Seivice 10 General Fund Revenugy 4.34% 1.03% 3.4% JA8% 3.13% 2.76% . 246% 2 18% 1.88% 1.70%
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T3, STATE OF CALIFORNIA ’ ’ - e e N ) o oo T APPENDIX |\ Table 2
1998 Debr Affordability Repurl
t ompuumon of Debr Ratios for Existing General Fund Debt plus State Treasurer s Pro;ec.'sd Hond lssuances for hsml’ Years 1998 99 and 1999-00 (e s)
EYE lune 30 1999 0 200t 2003 01 2004 2003 2008 207 20 2009 1008 TO1AL
General Fund Debt Exisung - : E - :
General Obligation bonds & 13907561 & 12.8%.301 3 itael2a8 5 108423631 § §.8143.932 % 8.919.57 § 3,058,297 3 T.260.31 3 6.300.897 § 5.170.28Y
Lease Purchase Fuiancings 539804 ['RERREL] 5807450 2821.0-40 5235209 4941437 4,634,503 4,300,165 2.031.97] 3,748,334
Sub-Taral 20,305,795 19,010,105 17,698,738 16,363,903 15079, 140 13,861,009 12,692,800 11,569,477 [0.538.818 9.518.623
General Fund Dby - Projevied
Greneral Obligarion Bonds 2,000,000 1931335 JB00.005 3606,675 31,5335 3,400,015 3,166,685 3,133,355 1,000,025 1,866,095
Lease Purchase Financings 448,000 321,000 718,760 TO4. 815 690,030 574,255 £57,450 610550 _ 620490 HOU, 190
Sub-Tal 2,448,000 4,660,335 4, 518705 4.371,520 4223375 4,074,270 3,924,133 31.772,905 3,620,515 3466,885
TOTAL 22753195 23.6/0,440 22210503 20,735,423 19302515 12,940,219 160,010,945 15,342 482 14,159.333 12,985,508
Principal Repayments - Existing Debt
General Obligation Bonds 1,025,205 1,011,200 1,005,073 1,049.025 998,331 924,350 851,274 197,985 153415 736,608 S 5770289 S 1493760
lcase Purchase Financings 241,385 284,490 300,294 85811 286,431 293711 206,935 325,338 27124 183,587 L248 3H 039 6.0
Sub-Tocal 1,266,590 1.295.6%0 13107 1.334.8%6 1,284,763 1,218,131 1,168,209 1,123,323 1.030.659 1,020,193 9518623 21372336
Pincipal Repayments - Projecied Debr
General Oigation Bonds 66.065 133,330 133,330 133,330 133,330 133,330 133,330 133.330 13030 2366.695 4000600
Lease Pucchase Financings - : 8.240 13915 14815 15,775 16,803 17900 19,060 20300 BRI XIVY)
Sub-Total - 00,665 141,570 147,245 148,145 - 149,105 150,135 151,230 152,390 153.630 3,306 885 4,727 404}
TOTAL 1.266 5%0 1,362,355 1.452,937 1,482,081 1,432,908 1,367,236 1.318.344 1.274.553 1,183,014 1.173.825 12,985.508 26,299,380
Inuctesi Payments - Existing Detn )
Gieneral Obligation Bonds 834,922 825,337 764.525 6%, 314 616,260 572,187 517,689 461,109 410173 365. M0 J13R.319 8.279.176
1 zase Purchase Finanwings 155078 41377 rENL]] 315335 101,838 286,750 272,883 254,355 242163 224527 13311 139378
Sub-Toal 1,240,001 1,166,714 1,086,265 1,012,649 933,119 858,937 790,57t T5A64 652,336 589,867 1514629 12,573,554
Interest Payments - Piopected Debt
General Obhigation Bonds 120,000 236,000 228,000 220,001 212,001 204,001 196,001 188,001 180,002 1.936,081 170087
1 £as¢ Purchase Finangings 29,120 41,233 46,719 45813 44,853 43,837 42,730 41,571 40,3372 191 151 11504
Sub-Toial - 149,120 281,255 274,720 265.815 256,853 247,827 238,735 239,572 220.333 2.319.23t 495,461
TOTAL 1,240,001 135834 1.379.520 1,287,369 1,203,934 L1579 1.038.3%9 054,194 881,908 B10.201 5.843.861 170710113
Debt Service Payments - Existing Debt :
General Obligation Bonds LR 1,836,537 1,773,598 1,743,330 1,634,592 1.496.547 1.378.863 1,259,064 1,163,588 1.101.948 1.908.608 RNV
ease Purchase Financings 596,404 624 567 634,035 399,146 588,290 380,321 579.8117 579,093 519,407 508,114 3104043 L3S 9y
Sub- Total 2,506,551 2462414 2,401,632 2,317,485 2,222,881 2.077.068 §.958. 780 1.R38.787 1,682,995 1.610.062 13.033.23) REREFRT]
Debt Service Payments - Projected Debi
Giential Obliganion Bonds - 186.66% 369.330 361,30 353.331 345,33 EEYRED 329.331 321331 REEREN 4.502.7%0 TIN0ET
Lcase Purchase Financings - 29,120 55,495 60,634 60,630 60,627 60.632 $0.63 £0,631 60632 Lo XAl 130237
Sub- | ow) . L 215.78% 424 825 421,965 413.960 405958 397,962 389.965 41,962 373563 5.7960.010 9.2212 301
10TAL 2.506.591 2.67R.189 2,832457 2,769,450 2,636,842 2,483,026 2,356,743 2217815 2,004,957 1,984,026 15529, 309 4330402
Computaion of lebt Ratios
FYE June 30 1999 2000 2001 2002 2003 2004 2005 2006 AN7 2008
Population 33516 3110 RENE ) 15,328 35.939 36,557 17,82 17.822 ag472 VAR
Personal Icome  $ 986,800,000 § 1,050.200,000 $ 1,1101,300,000 $ 1174400000 § 1,245700000 § 1,320,100.000 $ 1,403,800000 § 1495800000 § 1585700000 $ 1.685.000.000
Geaeral Fund Revenues 56,985,000 60,870,000  &4,77000 67,192,000 70,710,000 74,386,920 78.255.040 82,324,302 86,505,166 91.108,634
Lyebt per Capita 5619 3694 $610 3587 §537 $491 $447 506 $368 5332
[webi 1y Personat Income 2.30% 2.25% 200% L77% 1.55% 1.36% 1.1R% LOMR 089% 077%
Dieht Serviee 10 Genetal Fund Revenues 4.40% 4.40% 4,42% 4.12% 1.13% 3.3H% IR . 2% 2.18% 2.18%

Assumgrrrons Kegurding Frogeeted GF Irebr:

GQ Bonds - Level annual repavment of principal, J0-yeur fincd marurity and srue interest vost of 6,00

Lease Prrchuse Finnncings - Lovel annual debt service, 25-vear fiedl muturicy, 18 ponths Uftuﬂuuh'ﬂf interest. Cost of issuanc e egued o 1.5% of pur. g fumled dehr service reserve fund and 1rue imterest cost uf b 5%,
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APPENDIX IV - Vable 3

Compuwarion of Debt Rasios for Existing General Fund Debt plus $49.0 Bitlion in Projected Bond Financings (0005}
Compliance with 6.0% Borrowing Ceiling ' )

L Jun 1999 2000 201 2002 pro] 2004 2008 w6 - 200 2008 MmN oI

General Fund Debt - Existing . . . .
General Ubligation Boids 3 130,907 501 3 12 gn ol 11,891,288 §  10.842.263 § 5843932 § 8.9i9.572 & 8.058,%9

57 5 20052 8 6.506.857 $ 5.170.28%
Lease Purchase Financings 6,398,233 6,113,744 SBOPAS) _ _ SANMGI0 523529 4,941,437 4,634,501 4.3090,1635 4031921 1248334
Sub-Touwat 20, 105,795 19,010.10% 17,698,738 16,363,903 BRI 13,361 009 12,692,800 11,569,477 10538 518 WAhlE.623
Genesal Fund Debr - Projecied
General Obligation Bonds 4,900,000 9.636,665 14,209,995 18,619,950 22,866,650 26,949,975 30,869.965 34,626,620 3R.219,040 11,649,925
Lease Purchaswe Financings . . - - - - : - s . -
Sub-Tutal 4.900,000 9,636,665 14,209.995 18,619,950 21,856,650 26,949.975 30.86%,%65 34.626.620 38.219.940 41,649,925
TOTAL 25,205,795 28,646,700 31,908,134 PR LR YRS L1 R ALY - 43,302 102 LLRERL Y EELNALWAT] © 5108, M8
Priccipal Repaymens - Existing Dehr .
Cieneral Obligation Bonds 1.025,205 1.011.200 1.005,073 1.049.025 998.331 924.360 861.274 797,935 753415 736608 T % 5770189 5 11931706
Lease Puschase Financings 241,385 284,40 306,294 285311 286,431 293,771 306,933 115,138 277,244 183,487 374800 5,839 920
Sub Totl 1.266.590 1,295,690 1,311,367 1.334.336 1,284,763 1,218,131 1,168,209 1123323 1.030.659 1,020,195 9.518.623 21572380
Principal Repayments - Projecied Debt
General Obligation Bonds . 163,335 326,670 490,005 653,310 816,675 980,010 1.143.345 1,306,680 1470015 11049925 43,000 ()
Lease Purchase Financings e - - - - . .- - . _ . )
Sub-Towal ' . 163,335 326,670 490,005 653.340 816,675 980,010 1,143,345 1,306,680 1,470,015 41,619,925 49,000,000
TOTAL 1,266,590 1,459,025 1,638,037 1.324.841 1,938,103 2,034,806 2,148,219 2,266.668 2,347,339 1.490.210 51,168,548 70,572,386
lonerest Payinents - Eaisting Dvbs
General Obligation Bonds 88491 825.3%7 768.525 699.314 616,260 572,187 .« 517,689 461,109 AL3173 365.310 2.138.319 5.179.470
Lease Purchase Financings 355078 34).377 321241 KEEKhA] 30).858 2§6.750 272,883 254,385 242,163 213,517 13763} 4,290 374
Sub-Toral 1,210,001 1.166.714 1,096,265 1012649 918,119 858,917 790,571 715464 652,336 589.867 35029 1157555
Interest Payinends - Projecied Debt ) ) ! ’ )
Geaeral Obligaiion Bonds - 294,000 578.200 #52.600 117,199 1.371,999 1.616,99% 1,852,198 2077547 1293190 KRR L a) 45,509,503
Lease Puichase Financings : - . - - - — - - - ' - .
Sub-Toral . 204,000 578,200 B52.600 1,117,199 1371999 1,616,999 1.852.198 2.077.597 2293196 33515577 A5.364 565
TOTAL 1,240,001 1.460.714 1,674,465 1.865.249 2,055,318 + 2,230,936 2,407,570 2,567,062 2,729,033 2.883.064 31.030,206 R4 119
Debr Service Payments - Exisung Bebr .
General Obligation Bonds L.B14,127 1,836,537 1,771,598 1,748,339 1,634,592 1,496,547 1,378.963 1.259.00 1,163,588 1,101,913 7.508.008 230 Lun
Lease Purchase Financings 596,464 625 867 634,035 599,145 588,290 580,521 579817 579,693 519,407 508,114 3,124,645 10,943 gun
Sub-Touwl 2,506,591 2.462,404 2407.632 2.347.485 2.222.881 2.077.068 1.958.780 1.838.787 1,682,995 1.610.062 13033253 A47940
Dedt Service Payments - Projected Debt . .
General Obligation Bonds . 457,335 904,870 1,342,605 1.770.539 2.188.674 2,597,009 2.995.543 1isL7 3,761,211 73,063,302 H.509. 503
Licase Purchase Financings - : - : - . . - - - : . -
Sub-Toul . 457,335 904,870 1,H2,605 1,770.53¢ 2,188,674 2,597,009 2,495,543 31,384.077 L7630 .05, 350, 505
10TAL 2,506,591 2.919,739 3,312,502 3,690,000 3.991.421 4.265.742 4,555,789 4,884,330 5.462.172 5373214 3. 098. 735 123717505
CumipuLation of Debt Ratios
I'YE lune 30 1949 00 2001 2002 2003 2004 2005 2006 2007 2008
Papulation RERTT 3110 u7t7 35,328 35919 36,557 3.182 1822 REXEH] 39au
Personal Income 3 986,800,000 § 1,050,200,000 5 L111,300000 % E174,400000 § 1245700000 § (3200000000 % 1405800000 % 1495800000 3 1SBS.T00.000 $ 1.685.000.000
Generak Fund Keveoues 56,985,000 60,870,000 64,077,000 67,192,000 70.710.000 74.386.920 78,255,040 82324302 86,605,166 Vi 108.00
Dbt per Capita $752 $840 3919 $9%0 $1.056 L6 312 51221 31,267 51.308
Leebr ter Personal income 155% 273% 287% 1.98% 1.05% 1.09% L0 LE 107% LM%
Iebi Senice o General Fund Reyenues . 4404, 4.80% 5.07% 5.49% 5.65% 5.73% 5.82% 387% 585G £ NFR

Avsumpteons Regurding Projected GF Debi: GO Ronds - Ley el annwial repavinent of principal, 30-vear final wncturity and teeee snterest cost of 6.0%,
Lease Puschase Finuncngs - Level annual debt senvice, 25-year finad megurity, I8 montts of capislized interest, cost of issuance equel 1 1.5% of par, a funded debt service reserve fund and true interest cost uf 6.5%
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