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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT

	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	2012  REGULAR SESSION
	


MEASURE 
	(X ) 2012 BR No.
	 0004
	
	(X)
	HB
	Bill No.
	50GA


	( ) Resolution No.
	
	
	( ) Amendment No.
	


	SUBJECT/TITLE
	An Act relating to refunding transactions.


	SPONSOR
	Representative Bob Damron


NOTE SUMMARY

	Fiscal Analysis:
	
	
	Impact
	
	X
	No Impact
	
	Indeterminable Impact

	Level(s) of Impact:
	
	
	State
	
	
	Local
	
	Federal


	Budget Unit(s) Impact
	


	Fund(s) Impact:
	
	
	General
	
	
	Road
	
	Federal

	
	
	Restricted Agency (Type)
	
	(Other)


FISCAL SUMMARY

_______________________________________________________________________________

	Fiscal Estimates
	
	2012-2013
	2013-2014
	Future Annual

Rate of Change

	Revenues          Increase
                             (Decrease)


	
	
	
	

	Expenditures     Increase 
                              (Decrease)

  
	
	
	
	

	Net Effect      Positive
                         (Negative)


	
	
	
	


______________________________________________________________________________

MEASURE'S PURPOSE: 
The purpose of the measure is to require savings created through refunding transactions that reduce required General Fund or Road Fund appropriation-supported debt service obligations during a fiscal biennium and do not result in net present value savings to be credited to the budget reserve trust fund account.  The measure also prohibits such savings from being used as part of any budget-balancing measure utilized by the executive branch in response to a revenue shortfall or to address expenditure reductions required by an enacted executive branch biennial budget. 
PROVISION/MECHANICS:
Section 1 creates a new section of KRS Chapter 56 to define terms and require savings generated from reduced debt service payments during a fiscal biennium as a result of any refunding transaction undertaken by the State Property and Buildings Commission, Asset/liability Commission, or any state agency as defined in the new section that results in a reduction in required debt service during the fiscal biennium and does not result in positive net present value savings to be deposited in the budget reserve trust fund account established in KRS 48.705. 
The measure mandates that the savings shall not be used as part of any budget-balancing measures adopted or taken by the executive branch either in response to a revenue shortfall, or to address expenditure reductions required by an enacted biennial budget for the executive branch.

FISCAL EXPLANATION:  
The measure has no fiscal impact.  The measure redirects savings from lapsed debt service appropriations due to debt restructuring transactions to the budget reserve trust fund.    
Refunding transactions replace outstanding bonds with new bonds that have different terms.  In traditional economic refundings, the new debt is issued at a lower interest rate so that positive net present value savings are realized. Debt restructurings are non-traditional refunding transactions.  Debt restructuring provides a benefit in the form of reduced debt service payments in the short-term while deferring current payments to later years potentially creating additional interest costs over the life bonds.
The legislation does not prohibit the executive branch from entering into debt restructuring transactions in the future, but it does direct the savings generated from the reduced debt service payments to be deposited in the budget reserve trust fund.  This measure will also prohibit the executive branch from using the short-term cash flow savings from reduced General Fund and Road Fund appropriation-supported debt service as a budget-balancing alternative. In the past, debt restructuring has allowed the executive branch to meet required expenditure reductions by lapsing funds that would have otherwise been used to pay debt service.  The measure would not allow the executive branch to use the savings (lapse) to address the shortfall between appropriation expenditures and available resources in order to meet the budgetary fund balance.  
By redirecting the savings to the budget reserve trust fund, the savings are held and carried forward until appropriated by the General Assembly in a regular or special session.  
	DATA SOURCE(S)
	LRC Staff


	NOTE NO.
	40.1
	PREPARER
	Kelly Dudley
	REVIEW
	GMR
	DATE
	3-1-12


LRC 2012-BR0004HB50GA
