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Debt Overview



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
yvear (FY 2014)

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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Arizona Constitution Limits General Fund
Backed Debt to $350,000

. This limit has been interpreted as applying to debt
secured by General Fund revenues

. This interpretation does not apply to debt secured
by non-General Fund revenues

® State has outstanding bonds supported by
transportation, lottery and University revenues

[ Lease-purchase financing has does not apply to
the limit — no dedicated repayment source
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Arizona’s Credit Rating Is Currently 4th Worst
Among States

[ State has similar credit rating from both major

agencies — Aa3 Moodys/AA- Standard and
Poors

J Outlook changed from stable to positive in
November 2013

d Only New Jersey, California, and lllinois have a
lower credit rating
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State Used Operating Financing For $1.5 B of
Solutions To Budget Shortfall in FY 2010

(] S1.0 B from the sale and leaseback of 22 state
properties

e 3" party holds building titles until FY 2030

d S450 M from the issuance of lottery revenue bonds

® Debt service paid from General Fund portion of
lottery revenues — represents foregone revenues

d S107 M in principal paid so far through FY 2014

‘ JLBC




JLBC

Debt Balance and Payment
Information



Total Outstanding State Debt/Lease-Purchase

Financing is $8.3 Billion

- Reflects Multiple Payment Sources

Outstanding Balances

Capital Facilities/Uses S$5.5B

School Facilities Board S 1.5B

Operating S1.3B
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Lottery Bonds

Phoenix

Convention

Center
260.1

State Building SFB

Sale/Leaseback New Construction
925.6 1,031.4

391.2

SFB Repairs

Capital E] SFB [_] Operating

End of FY 2014 - S in Millions
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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 ‘05
- State’s Assumption of Financing K-12 Construction and Recent

Operating Financing Played A Major Role In Growth
|
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1,296

1,227

Outstanding Debt Per Capita




State Also Defers $1.2 B of Payments Annually
- Interest Is Not Paid By the State For Rollovers

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

d Current use:
e K-12 State Aid payments: $931 M
® Universities: $200 M
e DES:S21 M
e DCS:S11 M

(d Over the last 3 years, rollover usage declined.
® Eliminated AHCCCS rollover (5112.6 M)
® Eliminated K-12 small school rollover ($21.9 M)

® Reduced DES/DCS rollover (510 M) and allocated the remaining
between DES/DCS
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General Fund Share of Outstanding

Balances Is $S3.1 B

Outstanding Balances

Capital Facilities/Uses S0.8B

School Facilities Board $1.0B

Operating S1.3B
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SFB
State Building New Construction
Sale/Leaseback 1,031.4

925.6

Lottery Bonds
391.2

Phoenix Convention Universities

Center 325.0
260.1
Capital [ SFB [ ] Operating
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General Fund Debt Service Cost $366 M
- Represented 7th Largest Budget Unit

Annual Payments

Capital Facilities/Uses S72 M

School Facilities Board S 172 M

Operating S122 M
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SFB
New
Construction

172.4

State Building
Sale/Leaseback
84.1

Lottery
Bonds

Center
20.4

Universities
29.0

Capital Fi] SFB [ ] Operating
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Annual General Fund Debt Service/Lease-Purchase
Financing Costs Will Be Stable Through FY 2016

S in Millions
FY’14 FY’15 FY ‘16
Capital Facilities/Uses 72 72 71
School Facilities Board 172 161 172
Operating 122 122 122
Total $366 M $355 M $365 M

‘ JLBC
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