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	SUBJECT/TITLE
	An Act relating to refunding transactions.


	SPONSOR
	Representative Bob Damron


NOTE SUMMARY

	Fiscal Analysis:
	
	
	Impact
	
	X
	No Impact
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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: 
HB 50 SCS requires General Fund savings created through refunding transactions that reduce required debt service obligations during a fiscal biennium to be credited to the Budget Reserve Trust Fund account; prohibits General Fund or Road Fund-Supported bonds from being restructured or refinanced unless there is a positive net present value savings; prohibits the issuance of bonds if the true interest cost at the time of issuance exceeds the template rate; limits the ability of the Governor to reallocate appropriations among appropriation units and to establish conditions under which unbudgeted restricted or federal funds may be expended and allotted during an interim; requires the Governor to include an appropriation to the Budget Reserve Trust Fund unless the budget reserve trust fund is already at the statutory level; requires that any General Fund amounts impacted by a line item veto of the Governor be deposited in the Budget Reserve Trust Fund; prohibits amounts appropriated for a specific purpose from being used for another purpose; and repeals KRS 56.560 and KRS 58.440.
PROVISION/MECHANICS:
Section 1 creates a new section of KRS Chapter 56 to define terms and require General Fund 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 to be deposited in the Budget Reserve Trust Fund Account established in KRS 48.705. The measure mandates that the savings as the result of any refunding transaction 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.

In addition, it requires appropriations for debt service that are not required to pay debt service during a fiscal biennium to lapse to the Budget Reserve Trust Fund, prohibits the restructuring of General Fund or Road Fund-Supported Bonds unless there is a positive net present value savings, and prohibits the issuance of bonds authorized in any appropriation bill or appropriation provision in another enacted bill if the true interest cost at the time the bonds are issued exceeds the template rate.
Section 2 amends the definition of “Bond Debt Related Fund” to delete the provision that requires funds appropriated for debt service that are allotted to the accounts and any excess appropriation over net requirements for principal, interest, and reserves for any issue to lapse to the surplus account of the General Fund if General Fund is a part of the appropriation for that budget unit.
Section 3 Subsection 1 amends KRS 48.630 to prohibit the Governor from reallocating appropriations among appropriation units in a manner contrary to the allocation made by the General Assembly.  Subsection 2 prohibits expenditure or allotment of Restricted Funds or Federal Funds during the interim unless the funds were appropriated by the General Assembly.  If a state of emergency is declared by the Governor under KRS 39A.100 or if the funds are unanticipated and the ability to retain those funds requires that the funds be allotted and expended prior to the General Assembly being in general session, it allows the secretary of the Finance and Administration Cabinet to authorize the credit and expenditure of funds upon recommendation of the state budget director and action by the Interim Joint Committee on Appropriations and Revenue.  It also allows the secretary of the Finance and Administration Cabinet to authorize the acceptance and credit of unanticipated Restricted or Federal Funds received by a budget unit not listed in any enacted branch budget bill and requires the funds to be maintained in an account until appropriated by the General Assembly.  

Section 4 creates a new section of KRS Chapter 48 to mandate that the Governor include an appropriation to the budget reserve trust fund account in the Executive Branch Budget recommendation equal to the minimum of the lesser of 1.5 percent of the official General Fund revenue estimate for the biennium or an amount necessary to bring the balance of the fund to the level established by KRS 48.705(3).  The contribution to the account is not required if the balance is equal to or greater than the level established by KRS 48.705(3) at the time the Governor submits the branch recommendation.
Section 5 creates a new section of KRS Chapter 48 to require any General Fund amounts impacted by a line item veto of the Governor be deposited in the Budget Reserve Trust Fund and prohibit amounts appropriated for a specific purpose from being used for any other purpose.
Section 6 amends KRS 48.720 to conform and require excess Road Fund appropriated debt service to lapse to the Road Fund surplus account.
Section 7 and Section 8 amends KRS 56.872 and KRS 56.872 to conform.

Section 9 repeals KRS 56.560 and KRS 58.440.
FISCAL EXPLANATION:  
Overall, the measure has no fiscal impact.  It redirects savings from lapsed general fund debt service appropriations due to any debt refunding transactions or unused appropriation to the budget reserve trust fund.  This measure also prohibits 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.  

The prohibition of issuing debt in the event that the true interest cost exceeds the budget template rate would have no fiscal impact. It would establish a ceiling interest rate and if true interest costs were to reach such levels in the future that could potentially delay the issuance of bonds until the true interest costs associated with those bonds decreases. 
Section 3 directs how appropriations are to be allocated and limits expenditure of unappropriated Restricted and Federal Funds during the interim to address emergency situations or meet expenditure requirements in order to retain those funds.
Section 4 requires that the Governor include in the Executive Branch Budget recommendation and draft branch budget bill for the Executive Branch an appropriation to the Budget Reserve Trust Fund account equal to the lesser of 1.5 percent of the official revenue estimate for the general fund for the biennium or the amount needed to bring the balance of the account to the level established in KRS 48.705(3) unless the fund is already at the statutory level.  KRS 48.705(3) establishes a goal of maintaining a budget Reserve Trust Fund balance equal to 5 percent of the actual General Fund receipts collected during a given fiscal year.  The language does require that the General Assembly make an appropriation therefore, there is no fiscal impact.
Section 6 directs excess or unused Road Fund appropriation-supported debt service to lapse to the Road Fund surplus account where it could potentially be spent for the state construction program.

Repealing KRS 56.560 would not allow the Finance and Administration Cabinet to transfer unneeded portions of appropriations for construction of particular projects from one project to another or to others, whether for the same or for a different agency.  Repealing KRS 58.440 would not allow refinancing of debt at higher rates than that of the original issue.
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