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Statute Requires JLBC to Annually Report on
State Debt and Other Obligations

 Outstanding principal on State debt, along with
principal and interest payments in the prior fiscal
year (FY 2013)

d Summary of payment deferrals (“rollovers”) by
budget unit and the cost of these deferrals

J Information on per-capita State debt and other
long-term obligations

A 10-year history of State debt and long-term
financing based on available data
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Uses For State Debt and
Lease-Purchase Financing

1 State owned capital facilities/uses

J School Facilities Board to fund local new school
construction

 During budget shortfalls, financing has been used
for operating expenses
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Total Outstanding State Debt/Lease-Purchase

Financing is $8.6 Billion

- Reflects Multiple Payment Sources
|

State Building  SFB Refinance

Sale/Leaseback 58.8
963.0 SFB
Lottery Bonds New Construction
408.6 1,076.1

Outstanding Balances Phoenix SFB Repairs
Convention 526.5
. Crees Center
Capital Facilities/Uses $5.6B 260.1

School Facilities Board $1.6B

Operating S148B Universities
2,868.8

Capital E] SFB [_] Operating
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Arizona Overall Debt Obligations Have

Increased Significantly Since FY '07

- Increase Is Mostly Due to Universities, SFB and Operating Financing
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Arizona Per Capita Debt Obligations Since FY ‘04
- State’s Assumption of Financing K-12 Construction and Recent

Operating Financing Played A Major Role In Growth
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State Also Defers $1.2 B of Payments Annually
- Interest Is Not Paid By the State For Rollovers

 Used for one-time solutions during recent years
with significant budget shortfalls.

FY 2013 budget eliminated rollover associated with
payments to AHCCCS health plans. (5112.6 M cost)

FY 2014 budget eliminated K-12 rollover for school
districts with less than 600 pupils ($21.9 M cost)

d Current level of payment deferrals:
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K-12 State Aid payments: $931 M
Universities: $200 M
DES: S35 M



General Fund Share of Outstanding

Balances Is $3.4 B

Outstanding Balances

Capital Facilities/Uses S0.9B
School Facilities Board S$1.1B

Operating S1.48B
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General Fund Debt Service Cost $364 M
- Represented 7th Largest Budget Unit

Annual Payments

Capital Facilities/Uses S73 M

School Facilities Board S 167 M

Operating S124 M
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State Building
Sale/Leaseback
84.1

SFB
Refinance
2.4

Phoenix Convention
Center

20.0 Universities

29.5
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New

Construction
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Annual General Fund Debt Service/Lease-Purchase
Financing Costs Will Be Stable Through FY 2015

S in Millions
FY’13 FY’14 FY’15
Capital Facilities/Uses 73 77 72
School Facilities Board 167 172 168
Operating 124 124 124
Total $364 M S$373 M $364 M
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Potential Issues for Debt Retirement

J Laws 2013, Chapter 99 created an annual report
from ADOA on debt retirement options

J Variety of factors when selecting which issuances

should be retired early

® (all date — Most financing agreements have a time period
where the state is prohibited from paying off the
outstanding balance, typically 10 years from issuance

® Principal amount/interest rate — Both of which affect the
level of annual debt service

® Length of term — As financing period become longer, the
state generates more savings from avoided payments
 Transaction costs may affect whether debt retirement
occurs in one transaction or over several years
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$1.5 B 2010 Operating Financing Had Debt
Buyback Provisions

2010 financing terms require buyback if state
generates large cash balance and Rainy Day reserves

[ The ‘15 reserves require the buyback of $210 M in ‘17

J The Executive could change the terms and eliminate
the buyback if it limits the investment yield to 4%

J Executive has not decided to change the terms, but
includes no buyback
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