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Finance and Tax Committee

AGENDA

January 27, 2011
1:15 p.m. - 5:00 p.m.

Morris Hall

I. Call to Order/Roll Call

II. Overview of State Debt Finance, presentation by Ben Watkins, Florida
Division of Bond Finance

III. Fundamentals of the Florida Corporate Income Tax,
staff presentation

IV. Chairman's Comments

V. Final Remarks and Adjournment
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State Debt Outstanding

Page 5

Total Debt Outstanding: $28.2 billion

Debt Outstanding by Type as  of June 30, 2010
(In Millions of Dollars)

Debt Type Amount
Net Tax-Supported Debt $ 23,557.3
Self-Supporting Debt 4,610.5

Total State Debt Outstanding $ 28,167.8

Debt Outstanding by Program
June 30, 2010

o Transportation

$7.5 billion or 26.6%

-----

Environmental
$3.0 billion or 10.6%

o Appropriated Debt /
Other

$1.9 billion or 6.7%

o Education
$15.8 billion or 56.0%

Total Debt Outstanding: $28.2 billion



Growth in Debt Outstanding

Page 6

• Over the last ten-years debt outstanding increased $10.2 billion from 
$18 billion in 2000 to $28.2 billion in 2010

• $3.1 billion of debt issued in 2010
• Net increase in debt outstanding for 2010 was $1.8 billion; increase is 

80% more than the ten-year average annual increase
• Net tax-supported debt increased $1.2 billion

• Single largest increase $543 million for Public/Private Partnership 
(P3) agreement related to Port of Miami Tunnel project

Historical Total Debt Outstanding
Fiscal Years 2000 through 2010

''"OO'J ~$25,000 __

$20,000 , ,

$15,000

$10,000

$5,000

$0 I I I I I I I I I I I I I I I I I I I I I

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

$17,958.3 $18,267.4 $19,216.2 $20,380.3 $21,196.9 $22,461.7 $23,025.1 $24,092.3 $24,262.6 $26,408.7 $28,167.8Debt Outstanding

Percentage Change 1.7% 5.2% 6.1% 4.0% 6.0% 2.5% 4.6% 0.7% 8.8% 6.7%



Indirect Debt

Page 7

• Indirect debt is either not secured by traditional State revenues or is 
primary obligation of another legal entity

• Insurance entities account for $10.1 billion or 62% of the indirect debt
• Florida Hurricane Catastrophe Fund Financing Corporation, $5.6 billion
• Citizens Property Insurance Corporation, $4.5 billion 

• Florida Housing Finance Corporation accounts for $3.8 billion or 23%
• University Direct Support Organizations make up 10.5% or $1.7 billion of 

the total

Total Indirect State Debt
$16.4 billion

D Florida Housing
Finance Corp.,
$3.8 billion or

23.1%

Insurance
Entities,

$10.1 billion or
61.8%

D Community
Colleges and
Foundations,

$63.7 million or
0.4%

• School Districts,
$69.6 million or

0.4%

D Water
Management

Districts,
$616.3 million or

3.8%

D University Direct
Support

Organizations,
$1.7 billion or

10.5%



Growth in Indirect Debt

Page 8

• Indirect debt increased $10 billion over the last five years from $6.5 billion 
in 2005 to $16.4 billion in 2010

• Insurance entity borrowing for liquidity and claims paying purposes
• Increase primarily due to liquidity financings by the insurance entities

• Liquidity financing debt outstanding at June 30, 2010 was $7.1 billion
•Florida Hurricane Catastrophe Fund Financing Corporation,  $3.5 billion
•Citizens Property Insurance Corporation, $3.6 billion 

$25

$20

$15

$10

$5

$0

Historical Indirect Debt Outstanding
Fiscal Years 2005 through 2010

(In Millions of Dollars)

,....-- -
- - - -

- - f----- f----- -

n- - - f----- f----- -

Indi rect Debt

Percentage Change

2005

$6.5

2006

$14.3

120.0%

2007

$19.8

38.5%

2008

$16.6

(15.8)%

2009

$14.7

(11.5)%

2010

$16.4

11.4%



Direct and Indirect Debt Combined

Page 9

• Combined direct and indirect debt totaled $44.6 billion at June 30, 2010
• Direct debt comprises 63% of the total

• Net tax-supported debt, 53%  and self-supporting debt, 10%
• Indirect debt represents 37% of the combined debt 
• While not direct debt of the State, rating agencies are considering the 

impact of potential hurricane costs and insurance entity assessments as 
a factor which could impact the State’s rating

Direct and Indirect Debt Combined
(In Billions of Dollars)

Indirect Debt,
$16.4 billion

or37%

Net Tax
Supported

Direct Debt,
$23.6 billion

or 53%

Self-Su pporting
Direct Debt,
$4.6 billion

or 10%

Combined Direct and Indirect Debt: $44.6 billion
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Growth in Annual Debt Service

• Debt service for net tax-supported debt has nearly doubled over the last ten 
years increasing from $1.2 billion in 2000 to $2.1 billion in 2010

• 2010 debt service was $37.2 million more than 2009, but would have been 
$169.6 million more, if adjusted for annualized debt service for 2010 issuances

• Debt service on existing outstanding debt increases to $2.3 billion in 2013
• Payments do not begin on $1.8 billion P3 obligations until after the completion 

of the projects in 2013 and 2014 delaying the impact of the required payments

$2,250

$2,000

$1,750

$1,500

$1,250

$1,000

$750

$500

$250

$0

Historical Net Tax-Supported Debt Service
Fiscal Years 2000 through 2010

In Miflions of Dof/ar:

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Debt service $1,166.2 $1,303.4 $1,357.1 $1,459.5 $1,551.9 $1,584.3 $1,680.9 $1,767.9 $1,897.5 $2,057.9 $2,095.1

Note: $2.2 billion recurring annual debt service
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Revenues Available for Debt Service

• Revenues available for debt service includes general revenues and specific 
revenues pledged to various bond programs

• Significant revenue declines in 2007 through 2009 due to the weak economy
• In 2010 revenues were virtually on estimate with no major adjustments in short-

term estimates
• 2010 revenues were $2.3 billion over 2009 but, $1.8 billion of increase due to the 

addition of a revenue source and $500 million from organic growth in revenues
• Projected revenues are based on the December 2010 Revenue Conference 

results

$40,000

$35,000

$30,000

$25,000

$20,000

$15,000

$10,000

$5,000

$-

January 2011 Update

Available Revenues

Change in Revenues Available for Debt Service
(In Miffions of Dollars)

ZODD 2001 2002 2003 2004 200S 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

$ 22.3 $ 22.9 $ 23.3 $ 24.2 $ 26.1 $ 29.5 $ 33.0 $ 32.3 $ 29.7 $ 26.0 $ 28.3 $ 29.6 $ 31.5 $ 33.2 $ 34.7 $ 36.7
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Projected Benchmark Debt Ratio

• Benchmark debt ratio is debt service as percentage of available revenues
• Benchmark debt ratio improved to 7.39% for Fiscal Year 2010
• Benchmark debt ratio is projected to exceed the 7% Cap through 2012
• Significant improvement in the benchmark debt ratio in 2010 is due to adding 

revenues to base and only a partial year debt service for 2010 issuances
• Projected improvement in the benchmark debt ratio is largely dependent on 

realizing projected revenue growth

8.5%

8.0%

7.5%

7.0%

6.5%

6.0%

5.5%

5.0%

4.5%

4.0%

Historical and Projected Benchmark Debt Ratio

/'.
2009 Ratio of 7.91%

/ ---/ "- / " -...----- '" / ----/' ~ --........ -
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

--6% Target --7% Cap --2010 Updated Projection --Historical Ratio

2010 Updated Projection

Benchmark Ratio Projection
2010

Actual 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
7.39% 7.47% 7.24% 6.98% 6.06% 6.22% 5.84% 5.62% 5.40% 5.07% 4.83%
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General Fund Reserves

• General Fund reserves accumulated from 2003 through 2006 to an unprecedented 
high of 22.5% of general revenues

• Reserves were used during 2007 through 2009 to offset spending reductions due to 
the decline in revenues

• Fiscal Year 2010 ended with increased General Fund reserves of $1.9 billion or 8.6% 
of general revenues which is considered good by rating agency guidelines

• General Fund Reserves are projected to be down to $531 million or 2.4% of general 
revenues at the end of the current fiscal year

• Adequate reserves are critical in providing financial flexibility to respond to changes 
in the economic environment

$7,000

$6,000

$5,000

$4,000

$3,000

$2,000

$1,000

$0

General Fund Reserves

2010 Debt Affordability

January 2011 Update

Reserves as % of Revenues

Change in Projected General Fund Reserve Balance
Historial Fiscal Years 2000 through 2010 and Projected Fiscal Year 2011

(In Millions of Dollars)

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 1Qll

$ 2,155.9 $ 1,382.7 $ 1,925.1 $ 1,641.3 $ 3,423.6 $ 4,569.8 $ 6,081.2 $ 4,682.1 $ 1,674.6 $ 912.7 $ 1,854.5 $ 1,128.2

$ 530.5

11.5% 7.2% 10.0% 8.2% 15.7"..6 18.3% 22.5% 17.7"..6 6.9% 4.3% 8.6% 2.4%
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Credit Strengths:
• Conservative budget and financial management
• Swift response to budget pressure from declining revenues
• Adequate reserves
• Moderate debt burden with clear guidelines
• Strong pension funding ratios and limited OPEB liability

Challenges:
• Weaker economy and declining revenues
• Budgetary pressure for addressing the drop-off of federal stimulus moneys included 

in the budget
• Reliance on one-time revenues to balance the budget
• Restoring and maintaining adequate reserves

State ratings remain vulnerable and rating agencies will be carefully monitoring 
future economic and budgetary developments

Ratings are an important indicator in credit markets and influence the interest 
rates that the State pays

State of Florida

General Obligation Credit Ratings

Standard & Poor's

Fitch Ratings

Moody's Investor Service

Rating

AAA

AAA

Aal

Outlook

Negative

Negative

Stable
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