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Debt Affordability Advisory Committee -
Background

� Legislation adopted in 2004 created the Committee and 
directed it to:

- Annually advise the Governor and the General Assembly of 
the estimated debt capacity of the State for the upcoming ten 
years.

- Recommend other debt management policies it considers 
desirable and consistent with the sound management of the 
State’s debt.

- Report due annually by February 1.
- Study makes no recommendations regarding the use of 

available debt capacity.
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Members of the Debt Affordability Advisory 
Committee

Richard H. Moore E. Norris Tolson
State Treasurer Secretary of Revenue

David McCoy Leslie W. Merritt, Jr.
State Budget Officer State Auditor

Robert Powell Christopher Henson
State Controller Senate Appointee

James V. Porto
House Appointee
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Review
What is Debt Affordability?

� The amount of debt that may be prudently 
authorized and issued in a given period of time 
without negatively affecting the credit position of the 
issuer.

- The amount of debt that is affordable (“capacity”) is finite
- Capacity can be measured and compared
- Issuance beyond a prescribed level can erode credit 

ratings
- A balance between capital needs and the ability to repay 

debt must be achieved
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Preliminary Outstanding Net Tax-Supported 
Debt by Type at June 30, 2006 (millions)

$5,645Total Net Tax-Supported Debt

$709

(58)
16

$667

Special Indebtedness (COPs, Lease 
Revenue Bonds)

Less: Health/Wellness T.F.-Supported
Plus:  Installment purchase/leases 1

Net Tax-Supported Special Indebtedness

$ 5,735
(757)

$4,978

Total GO Bonds
Less: Highway T.F.-Supported

Net Tax-Supported GO Bonds

1 As of 6/30/05
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State Debt - Background

� The amount of net tax-supported debt 
outstanding has nearly doubled since 2001 and 
totaled $5,645 million at 6/30/06
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State Debt -Background

Uses of New General Fund Debt Issued 2002 - 2006

Higher Ed 63%

Public Schools 1%

Clean Water 13%

Prison &Youth 12%

Parks & Rec, R&R,
Gas, Healthcare 11%
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2006 GA Session 
New Debt Authorizations

� Psychiatric Hospitals $328.3
� Correctional Facilities 132.2
� University Projects                   45.8
� Youth Facilities (supp)               7.0
� Parks and Land                        20.0
� State Projects                         185.9

(Art Museum, Parking Deck, 
Public Health/Med Examiner,
Data Center)

TOTAL (millions)              $719.2

Issuance 
Limitations by FY (rounded)

2007 2008 2009 2010

$226 $211 $105 $177
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Authorized but Unissued Debt* as of 
October 1, 2006

R&R                    $  75.0
Psych. Hosp.      $ 321.1
Parks                  $   10.0
Corr. Facililties $ 175.1
State & other      $ 179.1

Univ.                $324.2 
Comm. Coll.    $  79.3 
Clean Water    $  99.3

By Use
(millions)

$760.3 million$502.8 million
Total 
Amount

Special 
Indebtedness

General Obligation

*Excludes $331.5 million special indebtedness supported by non-tax/trust funds.
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NC Debt Affordability Model Guidelines 

� GF Debt Service as a % of GF Revenues
4% Guideline       4.75% Ceiling

� Other Measures Evaluated 
Debt to Personal Income    Payout Ratio 

Level of GF Unreserved Fund Balance
� Net General Fund Tax-Supported Obligations

Excludes:
Trust Fund Debt (Highway & Other)
Obligations supported by non-tax revenues

Guarantee energy performance contracts
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NC Debt Affordability Model
Highlights

� 10-Year Calculation Horizon
� All Authorized but Unissued Obligations Incorporated
� Repayment of Existing Debt Incorporated
� Results Provided on Aggregate and Smoothed Basis
� Conservative Assumptions
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February 1, 2006 Debt Affordability Study
Results (in Millions)

214.4214.4214.4 214.4214.4Annual Capacity

$330.8$399.7$277.8$42.4$374.5Total Capacity

201020092008200720064 %

525.9 525.9525.9525.9525.9Annual Capacity

$165.4$105.9$299.9$78.2$2,016.8Total Capacity

201020092008200720064.75%


