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nee oo | Georgia’s Debt Management

 Georgia’s Constitution provides a very conservative framework for debt issuance and
management.

— Constrains the purposes for which general obligation debt can be issued
— Limits debt to 10% of the prior year’s revenue
— Cannot issue bonds with a term of more than 25 years

e Georgia State Financing and Investment Commission issues a debt management plan
annually which provides a five-year projection for all bond issuances and debt service.

— Debt management plan provides more conservative debt limits as part of AAA credit
management

— Limits our debt service to 7% of the prior year’s treasury receipts
— State also looks at debt per capita and debt as a percent of personal income

 Georgiais a triple - AAA credit rated state since 1997.


Presenter Notes
Presentation Notes
For those who may not be as familiar with the state’s debt issuance process, when compared to many other states, Georgia has a very conservative legal framework that constrains the types and purposes of debt the state may issue.  The Constitution limits general obligation debt for use for physical capital assets, construction or improvements of physical infrastructure and facilities or equipment, facilities for public schools or public libraries, or loans for local governments for water and sewer projects.  

Unlike some other states, Georgia may not issue general obligation debt for operational purposes. We must maintain a balanced operational budget.  We don’t have a number of authorities or other quasi-governmental agencies to issue debt separately; we are limited to issuing debt for no more than 25-year terms, so we do not participate in century bonds or other significant long-term debts; and we cannot borrow from ourselves as other states have done with their pension programs.  

In addition to our legal restrictions regarding debt issuance, the state issues a five-year debt management plan that is updated each year to provide projected amounts for future bond issuances and debt service.  While we are Constitutionally limited to debt service at no more than 10% of prior year net revenues, our debt management plan takes a much more conservative approach, limiting our debt service to no more than 7% of prior year revenues, which is in line with what other triple A credit rated states maintain.  We also look at other debt ratios in the debt management plan to maintain a healthy debt portfolio, including our debt per capita and debt to personal income ratios.  

Because of our conservative debt management and strong rapid response to economic changes we have been rated a AAA credit state by all three major rating agencies.


mnevosvar | Georgia AAA Credit Rating

% of 2020 % of 2019 Gross

Debt Service Personal State Domestic
Per Capita Income Product
Georgia 987 1.9% 1.71%
Triple-A Average 1,174 2.0% 1.81%
50-State Average 1,535 2.5% 2.43%
Rank - 50 States 28 25 27

GSFIC Debt Management Plan — Compiled from Moody’s 2021 State Debt Medians
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Presenter Notes
Presentation Notes
Georgia is a coveted triple-triple and has been since 1997, which is when we began being rated by Standard and Poors in addition to Fitch and Moody’s.  Prior to 1997, we were not rated by all 3 agencies, but we have been rated AAA by Moody’s since 1974.  There are currently 12 other triple-triple states. Being a triple A rated state not only saves us millions in dollars in debt service by allowing us to receive very competitive bids on our bond sales, but it also is an economic development tool because it lets those looking to relocate or expand their business to Georgia that we are a well-managed, fiscally conservative state to invest in.

The chart here shows how our debt service compares to that of other states, including our AAA rated peers.  Our current debt service levels are on par with or below the debt levels held by our triple-triple peers and well below the average of all other states.
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THE STATE OF GEORGIA

_ FY 2022 FY 2023 FY 2024 FY 2025 FY 2026

New GO Bond $949 $949 $950 $950 $950
Authorizations

(millions)

Total Treasury $30,316 $30,203 $31,276 $32,412 $33,497
Receipts™ (millions)

Total Highest Debt $1,217 $1,282 $1,228 $1,133 $1,043
Service* (millions)

Debt Service to 4.1% 4.7% 4.8% 4.7% 4.6%
Prior Year Receipts

Debt to Personal 1.7% 1.7% 1.7% 1.6% 1.6%
Income

Debt Per Capita $934 $946 $940 5934 $947

* Projected Amounts

Source: GSFIC Debt Management Plan FY 2022 — FY 2026
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Presenter Notes
Presentation Notes
In the debt management plan, we lay out the current and next four year’s projected new authorizations and expected debt service in comparison to out year revenue projections as developed by our State Economist.  This ensures that we stay on track to remain within our debt ratios that we have set forth to keep us a triple A rated state.  

For the last several years we have consistently maintained a $950 million annual general obligation debt package, and our current debt management plan continues to hold to that planning amount.  Based on that planning amount and our current projected five-year revenue forecast, our debt service to revenue ratio will remain well under our 7% planning amount at an average 4.7% through FY 2026.

For FY 2023, the debt management plan had projected a $950 million capital package, and the budget just passed by the General Assembly came in just over $949 million.  The Governor is currently reviewing the FY 2023 appropriations bill and must sign it before May 13.  
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THE STATE OF GEORGIA

State General Fund Revenue
(in millions)
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Presenter Notes
Presentation Notes
While our debt management plan looks outward 5 years, I wanted to share a quick snapshot of where we’ve been with state revenues over the last 10 years or so as I think this helps illustrate a few capital items that were handled differently in the AFY 2022 and FY 2023 budgets.  Since emerging from the Great Recession, our general fund revenue has grown at a fairly steady rate year over year.   As you can see by the red dot in FY 2021, as we were heading into the pandemic, the economic outlook at the time was both highly uncertain and very grim.  As part of our conservative fiscal management, the state proactively enacted budget reductions to ensure we would maintain a balanced budget even with unpredictable revenue declines.  Instead, as a result of Georgia’s open approach to the economy and federal stimulus spending, Georgia performed well above where we would have otherwise expected for the fiscal year.  The blue dots for FY22 and FY 23 show that we expect to be back on the same growth trajectory path we have been on over the last decade or so.  Dr. Dorfman will certainly be speaking more to our revenue situation in his presentation.

However, what this means in terms of spending for the AFY 22 and FY 23 budgets is that the difference between the current budget and new revenue projections was much larger than we would see in a typical year, giving the state a good opportunity to make some strategic one-time investments in the Amended budget and the ability to more permanently shift some of our capital funding methods in the FY 2023 budget going forward as we restored funds that were cut in FY 2021.


weiminste | AFY 2022 and FY 2023 Budgets

THE STATE OF GEORGIA

Both the Amended FY 2022 and FY 2023 budgets restore approximately $2.8 billion in
spending over the original FY 2022 budget, enabling the state to make critical investments
in our education systems, personnel, and our state facilities.

Amended FY 2022
* S432.5 million for the state prison facility transformation initiative

* S174 million for vehicle and equipment replacement, facility rehabilitation and repair, and
project design funding

* S45 million to consolidate state agency rental space on Capitol Hill

FY 2023
* 5949 million total general obligation debt package

* 5138 million in operational budgets for state agencies for ongoing capital facility
maintenance and repairs

* S51 million for the Georgia Technology Empowerment Fund for next generation
information technology projects
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Presenter Notes
Presentation Notes
With that strong FY 2021 revenue performance, the Amended 2022 and FY 2023 budgets were able to restore approximately $2.8 billion in each of the appropriations acts.  In both of those budgets we’ve been able to target some of our highest priority needs in restoring austerity reductions in both K-12 and higher education so that we are again fully funding our educational formulas.  We’ve also consistently heard from agencies regarding difficulties in recruiting and retaining employees due to pay, so these budgets include more than half a billion dollars in funding to provide all full-time state employees with a $5,000 cost-of-living adjustment.

But most significantly from a capital planning perspective, both of these budgets have made significant investments in our capital assets, both through our traditional $950 million annual debt package, but also within our operational budgets.  We had a one-time opportunity to restore a large sum to our operational budgets and were able to add a number of cash funded initiatives to the budget that will help meet outstanding pressing needs and also give us additional future flexibility in our $950 million bond planning amount by moving some expenses that we have been bonding annually since the Great Recession back to the operating budget.

In Amended FY 2022, most notably, there is $432 million to construct a new 3,000 bed state prison.  As our prison facilities have aged, many of our prisons were not designed for the level of offender that we now have in our facilities, so our facilities are becoming more expensive to maintain while also creating security issues for our officers serving in the prison.  With this investment, we hope to be able to close as many as 3 current prisons, providing a bigger, more secure facility for our officers, and saving the state as much as $28 million a year.

There is also more than $174 million across state agencies to replace vehicles and equipment or for MRR needs that would have traditionally been funded in the FY 2023 capital package.  So that is freeing up a tremendous amount of our FY 2023 package to meet other facility needs.  

Finally, there is $45 million to begin consolidating agency space on Capitol Hill.  We want to commend state agencies for taking a serious look at their space utilization and identifying ways they can reduce their footprint, particularly with many agencies offering more work from home opportunities and flexibility.  This is another one-time opportunity to make an up-front investment that will pay significant dividends as we reduce our footprint by more than 600k square feet.

For FY 2023, we have our regular size $950 million general obligation debt package, but we have also moved nearly $138 million in MRR funding for seven different agencies to be cash funded in the base budget moving forward.  There is also $51 million to capitalize the Georgia Empowerment Fund at the Georgia Technology Authority.  Right now, those funds are expected to be used towards the State Accounting Office’s NextGen enterprise accounting system, but will hopefully remain in the base to give the state much more flexibility moving forward on large scale, innovative technology projects without having to use our debt package and work within Constitutional constraints to bring those projects to bear.

So ultimately, between the two budgets we were able to shift more than $795 million worth of projects we would have traditionally bond funded to our cash budget.  When you have a $950 million annual planning amount, $795 million is no small feat.



Looking Ahead

 FY 2023 Budget Signing
* 2022 Bond Sale
* FY 2024 Capital Planning Amounts

* FY 2024 Budget Submissions and PBCS
Updates

Questions?

5/27/2022 7


Presenter Notes
Presentation Notes
Looking ahead over the next few months of the capital budgeting process, OPB is currently reviewing the FY 2023 appropriations bill with the Governor.  He will sign the budget by May 13 and issue any disregards or vetoes he may have for the budget at that time.

OPB is also working with GSFIC to prepare for the upcoming bond sale scheduled for June 22.  Agencies have submitted their requests to GSFIC for projects they wish to sell in the upcoming sale.  Agencies have requested just over $781 million in projects for this sale out of the $1.12 billion authorized.  OPB will review those requests with GSFIC and we hope to have a finalized project list by mid to late May.  We will also be meeting with rating agencies next month to provide a financial update on the state for them and look forward to hopefully continuing to retain our triple-triple.

We will send out capital planning amounts to agencies as usual in July as part of the budget instructions process.  Capital requests will be due in PBCS on September 1.  We have made some changes to the look and feel of PBCS since agencies submitted capital budgets last year, so for those of you who may only be in our system once a year, the flow in which you enter requests has been streamlined, and I think you’ll ultimately find it much more user friendly.  However, OPB will work to schedule an online training opportunity for agencies in early August just to orient you to the new layout to assist you in getting those requests in to us.
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