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Debt Capacity and Affordability Report
2011-2013 Biennium

Introduction

The General Obligation Debt Capacity and Affordability Report for the 2011-2013 Biennium is
submitted to the members of the 76th (2011) Legislative Session, on behalf of the State
Treasurer’s Office, in order to provide information regarding the State of Nevada’s general
obligation debt capacity under its Constitutional debt limitation and the affordability of its
existing and proposed debt provided by the revenue collected from the $0.17 ad valorem tax
currently levied to repay the State’s general obligation debt. The information provided herein
will assist the Legislature in making informed decisions regarding the State’s multiple bond
programs, spending priorities, and financing proposals contained in the Executive Budget.

The State Legislature convenes biennially in odd-numbered years and may authorize the issuance
of bonds or other securities by the State or any of its departments, divisions, agencies, political
subdivisions, or other governmental agencies for any public purpose.

As of January 1, 2011, the State is authorized pursuant to prior legislation to issue general
obligation bonds for the projects listed below. However, as is explained later in this report, the
most recent debt affordability analysis prepared by the State Treasurer’s Office has calculated
that future bonding availability based on the current $0.17 ad valorem tax revenue projections is
limited to $29 million.

¢ Subject to the Constitutional Debt Limitation
» Capital Improvement and Transportation Projects-AB564 of the 75th Session
(2009). Authorized but unissued CIP-$46,495,314 and DOT-$15,000,000.

» Historic Preservation and Cultural Resource Projects-SB196 of the 74th Session
(2007). Authorized but unissued $3,000,000 per fiscal year.

» Open Space, Parks, and Cultural Resources Projects (Q1)-AB9 of the 17th Special
Session (2001). Authorized but unissued, State Lands-$13,190,000.

+ [Exempt from the Constitutional Debt Limitation
» Water System Projects (AB198)-AB20 of the 73rd Session (2005). Authorized
issuance of an aggregate principal amount outstanding of not greater than
$125,000,000. As of January 1, 2011 the authorized but unissued amount is
$42,439,434.




» Lake Tahoe Basin Project-ABI18 of the 75th Session (2009). Authorized but
unissued  $95,580,000. The Legislature authorizes specific projects each
legislative session [Reference BDR S—97 of the 76th Session (2011)].

» Open Space, Parks, and Natural Resources Projects (Q1)-AB9 of the 17th Special
Session (2001). Authorized but unissued, State Parks $6,080,000; State Wildlife
$3,260,000; and State Lands $9,210,000.

Constitutional Debt Limitation-Debt Capacity

The Constitution of the State (Article 9, Section 3) limits the aggregate principal amount of the
State’s debt to 2% of the total reported assessed valuation of the State. The limitation does not
apply to debt that is incurred for the protection and preservation of any property or natural
resources of the State or for the purpose of obtaining the benefits thereof.

The assessed valuation constitutes 35% of the taxable value of all taxable property within the
State and may be adjusted from time to time during the course of a fiscal year and if the assessed
valuation 1s so adjusted, the debt limitation would also be adjusted.

The assessed valuation as of June 30, 2010 set forth in Table 1 below is the most current
assessed valuation available and is applicable for determining the State’s debt limitation, subject
to adjustment as described above.

Table 1
Constitutional Debt Limitation'

Outstanding
GO Debt Outstanding Remaining
Assessed Debt Subject to Leases and Constitutional
June 30 Valuation® Limitation Limitation COPs Debt Capacity

2007 §137,842,453,547  $2,756,849,071  §$1,001,570,000  $13,805,071  $1,741,474,000
2008 148.156,208,281  2,963,124,166  1,202,660,000 12,331,166 1,748,133,000
2009 124,106,898,966  2,482,137,979  1,395,325,000 10,455,979 1,076,357,000
2010 95,018,324,064  1,900,366,481 1,383,690,000 26,521,481 490,155,000

"Does not include revenue bonds and contingent liabititics and does not include lease purchase agreements, the payments of
which are subject to annual appropriation and that are terminable upon & nonappropriation of funds.

? For pusposes of calculating the State’s debt Jimitation on June 30 of cach year, the assessed valuation figures include statewide
redevelopment agency assessed  valuations in the amounts oft 2007-$2,480,502,229; 2008-$3.592.598.970;, 2009-
$4,610.464,128; 2010-34,446,650,992 and 2011-$2,324,227,437. On June 30 of cach year, the most current assessed value
available is the assessed value used for caleulating and assessing taxes for the following fiscal year.



Security for State General Obligation Bonds

General obligation bonds of the State are direct general obligations of the State to which the full
faith and credit of the State is pledged, and that any law concerning State general obligation
bonds, or other municipal securities, taxes or pledged revenues, shall not be repealed, amended
or modified in such a manner as to impair adversely any outstanding municipal securities,
including the Bonds, until all such securities have been discharged in full or provision for their
payment and redemption has been fully made.

General obligation bonds are payable as to principal and interest {rom general (ad valorem) taxes
levied against all taxable property within the State (except to the extent any other revenues are
made available therefore), subject to Nevada constitutional and statutory limitations on the
aggregate amount of such taxes.

e Constitutional Limit- Article 10, Section 2, of the Constitution of the State of Nevada
limits the total ad valorem property taxes levied by all overlapping governmental units
within the boundaries of any county (i.e., the State, and any county, city, town, school
district or special district) to an amount not to exceed five cents per dollar of assessed
valuation (35 per $100 of assessed valuation) of the property being taxed.

e Statutory Limit- The combined overlapping tax rate is further limited by statute to $3.64
per $100 of assessed valuation. The State’s current levy for general obligation debt is
$0.17 per $100 of assessed valuation. The State Legislature has exempted $0.02 per
$100 of the $0.17 per $100 levied by the State for general obligation bonded
indebtedness from this statutory limitation,

The tax is required to be levied each fiscal year until all of the State’s general obligation bonds
and the interest thereon are discharged. All such taxes levied by the State are required to be
deposited in the Consolidated Bond Interest and Redemption Fund in the State Treasury.

State law includes a permanent appropriation of the taxes levied to repay general obligation
bonds for the payment of such principal and interest,

State law further provides that if property tax revenues to the State are not sufficient to pay
general obligation bond debt service, the Consolidated Bond Interest and Redemption Fund will
borrow money from the General Fund, to be repaid from future available property taxes.



Property Tax Revenue Projections

The Department of Taxation, the Division of Assessment Standards (DOAS), and the Local
Government Finance Section prepare a preliminary revenue projection for local governments
which is published by February 15th [NRS 360.690 (10)] and a final report is published by
March 15th [NRS 360.690(11)]. The revenue projection reports include a summary of assessed
value by county for both the secured and unsecured rolls, and the net proceeds of minerals,

As a result of the partial abatement of property taxes enacted in 2005 (AB489 and SB509), the
Department of Taxation produces the Pro Forma Report due on March 25th. This report shows
the total pre-abated revenue less the amount of abatement for a final net tax revenue projection.
Since fiscal year 2006, abated property taxes have mitigated large declines in tax revenues.
However, starting in fiscal year 2012, it is expected almost all abated property tax revenue will
have been exhausted. Going forward, tax revenue projections will more closely align to changes
in assessed valuations.

From July 2010 through December 2010, a committee comprised of representatives from the
Department of Taxation, the Department of Administration, and the Legislative Counsel Bureau
met to discuss and prepare a forecast of property tax collections. They projected the 2011-2013
biennium revenue to be received from the $0.17 ad valorem tax levy and the assessed valuation
growth rates for the outlying fiscal years. Table 2 below reflects the actual revenue received to
pay the State’s general obligation debt from the current ad valorem tax levy of $0.17 per $100 of
assessed valuation for fiscal years 2006-2010 and the projected revenue to be received for fiscal
year 2011 developed by this committee.

Table 2'
Property Tax Levied and Property Tax Revenues Collected to Repay General Obligation Bonds

Tax Rate Per $100 of Percentage of Change
Fiscal Year Assessed Valuation Property Tax Revenues® Over Prior Year

2006 30.17 $135,066,621 11.21%
2007 0.17 154,033,930 14.04%
2008 0.17 170,480,022 10.68%
2009 0.17 185,920,012 9.06%

2010 0.17 186,714,279 0.43%

2011 0.17 144,787,038’ -22.46%

"Starling FY 2012 it is expected almost all abated properly tax revenue will have been exhausted. Tax revenue projections wiil
more closely align (o changes in asscssed valuations.

* Represents the amount of property tax deposited to the Consolidated Bond Interest and Redemption Fund.

* Revenues projected as of December 2010 by a committee comprised of representatives from the Department of Taxation, the
Department of Administration, and the Legislative Counsel Bureau.



| Affordability Analysis-Assumptions

Based on the projections of biennium revenue to be received from the $0.17 ad valorem tax levy
and the assessed valuation growth rates for the outlying fiscal years, the State Treasurer’s Office
has prepared a debt affordability analysis. The purpose of this analysis is to calculate the
amount of additional general obligation debt, if any, that the State can afford in the future based
on these property tax projections and the following assumptions:

* Projected Net Property Tax Revenue Growth Rates:
The committee comprised of representatives from the Department of Taxation, the
Department of Administration, and the Legislative Counsel Burcau met in December
2010. They projected the 2011-2013 biennium revenue to be received from the $0.17 ad
valorem tax levy and the assessed valuation growth rates for the outlying fiscal years.

The committee’s projections for the revenue to be received from the $0.17 ad valorem tax
levy and their projections for assessed valuation growth are integrated into the following
assumptions used in compiling the Affordability Analysis for the 2011-2013 biennium:

FY 2011 22.46% Decline
FY 2012 8.02% Decline
FY 2013 1.03% Increase
FY 2014-16 1.00% Increase
FY 2017-18 2.00% increase
FY 2019-23 3.00% Increase
Y 2024-39  0.00% Flat

YV VVVVYY

e State’s Ad Valorem Tax Levy:
The State continues its current levy of $0.17 per $100 of assessed valuation for general
obligation debt allocated as follows:
» FY2011-14
*  $0.1555 to remainder of Programs
v $0.0145 allocated to Q1 Program
» FY2015-28
»  $0.1530 to remainder of Programs
»  $0.0170 allocated to Q1 Program

e [Estimated Future Borrowing Cost of 6%:
» The State maintains its current Aal/AA+/AA+ bond ratings through out the
amortization of all bonds.
» Tax-Exempt bonds issued for capital expenditures.
» Fixed rate debt.

¢ Consolidated Bond Interest and Redemption Fund Reserve Balance:
» Reserve balance maintained at minimum of six months of the next fiscal years
debt service for a minimum of the next five fiscal years.




» $14 million of the FY 2010 ending reserve balance is transferred to the General
Fund in FY 2011.

o Constitutional Debt Limit:
» Outstanding and proposed general obligation debt should not exceed the
Constitutional debt limit.

Affordability Analysis-Future Bonding Affordability

For the upcoming 2011-2013 biennium, the results of the Affordability Analysis shows the
State’s future bonding affordability is limited to an additional $29 million for all capital
programs paid with property tax.

The precipitous decline in property tax revenue in FY 2011 has significantly reduced future
bonding affordability. In addition, the reserve balance in the Consolidated Bond Interest and
Redemption Fund will need to be utilized to pay outstanding and future debt service
requirements since projected revenues from the $0.17 per $100 of assessed valuation are no
longer sufficient to cover annual debt service requirements,

The need to use the reserve balance to pay current debt service further limits the State’s future
bonding affordability for the immediate future as it strives to maintain a reserve balance of 100%
of the next six month’s debt service for the next several fiscal years as mandated by the State’s
Debt Management Policy.

Unless assessed valuations and projected property tax revenues come in greater than the
projections used in this report, the State’s ability to issue additional general obligation debt will
not resume until FY 2021.



Governor Recommended General Obligation Bonding Allocation

The Governor recommended bonding allocation of the additional $29 million general obligation
bonding affordability is set forth in Table 3 below.

Table 3
Governor Recommended General Obligation Bonding Affordability Alocation
2011-2813 Biennium

Allocated by Governor’s Office

Bonding Authorized but

Program Authority Unissued FY 2012 FY 2013
Programs Subject 1o Constitutionaf Debt Limit
AB564
Capital Improvement (2009) 546,495,314 $ 1,376,821 $ -
Capital Improvement (2011) $0 $ 27,133,179 5 -
Department of AB564
Transportation (2009 $15,000,000 $ - 5 -
SB196
Historic Preservation (2007) $3,000,000 per FY $ 490,000 5 -
()1-State Lands AB9 (2001) $13,190,000 h) - 5 -
Programs Exempt from Constitutional Debt Limit
AB20 $42,439.434 as of
Water Systems (AB198) (2005) 1/1/201 1 3 - § -
ABIg
Lake Tahoe (2009) $95,580,000 $ - $ -
Q1-State [L.ands AB9 (2001) $9,210,000 $ - 5§ -
QI-State Parks AB9Y (2001) $6,080,000 $ - 5 -
Q1-State Wildlife AB9 (2001} $3,260,000 $ - 5 -
Total Obligations $ 29,000,000 $ -
Remaining Bonding Affordability for Future Years 50

Source: Department of Administration



APPENDIX A

Affordability Analysis

Governor Recommended
General Obligation
Bonding Allocation

2011-2013 Biennium



State of Nevada
Debt Affordability Report - Combined Programs
Proposed Future Debt Service Requirements

Proposed Future Bond Sizing

Total Fiscai Year Fiscal Total First Principat
Date Principal  Interest  pebt Service Debt Service Year A t Blenni P, t

2011
2012 29,000,000 37172016
2013 29,000,000

9/1/2010 - 2014

3142011 2011 2015

9172011 - . 2016

37172052 870,000 870,000 2012 870,000 2017

9172012 870,000 870,000 2018

3/1/2013 870,000 870,000 2013 1,740,000 2018

9/142013 870,000 870,000 2020

3172014 - 870,000 870,600 2014 1,740,060 Tolal 29,000,000 29,000,006

9/1/2014 - 870,000 870,000

3/1/2015 870,000 870,000 2015 1,740,000

9/1/2015 - 870,000 870,000

312016 1,130,000 870,000 2,000,000 2016 2,870,000

9/1/2016 - 836,100 836,100

312017 1,195,080 836,100 2,034,100 2017 2,867,200

9/1/2017 - 800,250 800,250

31142018 1,270,000 800,250 2,070,250 2018 2,870,500

9/1/2018 - 762,150 762,150

312019 1,345,000 762,150 2,107,150 2019 2,869,300

9/1/2019 - 721,800 721,800

3172020 1,425,000 721,800 2,146,800 2020 2,868,600

9/1/2620 - 679,050 679,050

312021 1,510,600 679,050 2,189,050 2021 2,868,100

/12021 - 633,750 633,750

3/1/2022 1,600,000 633,750 2,233,750 2022 2,867,500

9/1/2022 - 585,750 585,750

3/1/2023 1,700,000 585,750 2,285,750 2023 2,871,500

9/1/2023 - 534,750 534,750

3/1/2024 1,800,000 534,750 2,334,750 2024 2,869,500

9/1/2024 - 480,750 480,750

3/1/2025 1,910,000 480,750 2,398,750 2025 2,871,500

9/1/2025 - 423,450 423,450

3/1/2026 2,025,600 423,450 2448450 2026 2,871,900

5/1/2026 - 362,700 362,700

3/1/2027 2,145,000 362,700 2,507,700 2027 2,870,400

9/1/2027 - 298,350 298,350

3/1/2028 2,275,000 298,350 2,573,350 2028 2,871,700

9/1/2028 - 230,150 230,100

3/1/2029 2,410,000 230,100 2,640,100 2029 2,870,200

9/1/2029 - 157,800 157,800

3172036 2,555,000 157,800 2,712,800 2030 2,870,600

9/1/2030 . 81,150 81,150

3712031 2,705,000 81,150 2,786,150 2031 2,867,300

5/1/2031 - - -

3/1/2032 2032

91142032

3/1/2033 2033

9/1/2033 - -

3142034 - - - 2034

9/1/2034 -

3/1/2035 2035

9/1/2035 - -

3/1/2636 - - 2836

9/1/2036 . .

3/1/2037 2037

9/1/2037

3/1/2038 - 2038

9/1/2038 - - -

3/1/2039 - - - 2039

TOTAL 29,000,000 23,005,800 52,805,800 52,005,800
Notes:

1/ Bslimated cl 6%.




Debt Affordability Report - Combined Programs
Constitutional Debt Capacity Calculation - Outstanding & Proposed General Obligation Debt

State of Nevada

Remaining
Calculation Assessed Debt Outstanding Proposed Debt
Date Value ¥/ Limit Debt ¥/ Debt Capacity
6/30/2010 95,018,324,064 1,900,366,481 1,383,690,000 516,676,481
6/30/2011 95,018,324,064 1,900,366,481 1,311,690,000 588,676,481
6/30/2012 87,393,364,332 1,747,867,287 1,243,420,000 29,000,000 475,447,287
6/30/2013 88,267,297,975 1,765,345,960 1,163,370,000 29,000,000 572,975,960
6/30/2014 89,149,970,955 1,782,999,419 1,077,510,000 29,000,000 676,489,419
6/30/2015 90,041,470,664 1,800,829,413 982,310,000 29,000,000 779,519,413
6/30/2016 91,842,300,078 1,836,846,002 915,535,000 27,870,000 893,441,002
6/30/2017 93,679,146,079 1,873,582,922 814,315,000 26,675,000 1,632,592,922
6/30/2018 96,489,520,462 1,829,790,409 713,790,000 25,405,000 1,190,595,409
6/30/2019 99,384,206,076 1,987,684,122 617,920,000 24,060,000 1,345,704,122
6/30/2020 102,365,732,258 2,047,314,645 537,850,000 22,635,000 1,486,829,645
6/30/2021 105,436,704,226 2,108,734,085 474,455,000 21,125,000 1,613,154,085
6/30/2022 108,599,805,352 2,171,896,107 406,810,000 19,525,000 1,745,661,107
B6/30/2023 108,599,805,352 2,171,996,107 336,000,000 17,825,000 1,818,171,107
6/30/2024 108,599,805,352 2,171,996,107 261,765,000 16,025,000 1,894,206,107
6/30/2025 108,599,805,352 2,171,996,107 184,190,000 14,115,000 1,973,691,107
6/30/2026 108,599,805,352 2,171,596,107 103,315,000 12,090,000 2,056,591,107
6/30/2027 108,599,805,352 2,171,896,107 18,640,600 9,945,000 2,143,411,107
6/30/2028 108,599,805,352 2,171,996,107 9,515,000 7,670,000 2,1h4,811,107
6/30/2029 108,599,805,352 2,171,996,107 5,260,000 2,166,736,107
6/30/2030 108,599,805,352 2,171,996,107 2,705,000 2,169,291,107
6/30/2031 108,599,805,352 2,171,996,107 2,171,596,107
6/30/2032 108,599,805,352 2,171,996,107 2,171,996,107
6/30/2033 108,599,805,352 2,171,956,107 2,171,996,107
6/30/2034 108,599,805,352 2,171,996,107 2,171,996,107
6/30/2035 108,599,805,352 2,171,996,107 2,171,9%6,107
6/30/2036 108,599,805,352 2,171,596,107 2,171,996,107
6/30/2037 108,599,805,352 2,171,996,107 2,171,596,107
6/30/2038 108,599,805,352 2,171,996,107 2,171,596,107
6/30/2039 108,599,805,352 2,171,996,107 2,171,996,107
6/30/2040 108,599,805,352 2,171,996,107 2,171,996,107
6/30/2039 108,599,805,352 2,171,996,107 2,171,956,107
Notes:

1/ On June 30th of each year, the most current assessed valuation (indluding redevelopment agencies) available is the assessed

valuation used for calculating and assessing taxes for the following fiscal year. Therefore, the debt limit as of June 30th of each year
is calculated using the assessed valuation for the following fiscal year.
2/ Does not include revenue bonds and contingent labilities. Afso excludes lease purchase agreements, the payments of which are
subject to annual appropriation and that are terminable upon a non appropriation of funds.
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