Senate Joint Resolution 8225

Ballot Title 

Full Text 

The legislature has proposed a constitutional amendment concerning the limitation on state debt.

This amendment would require the state to reduce the interest accounted for in calculating the constitutional debt limit, by the amount of federal payments scheduled to be received to offset that interest.  


Should this constitutional amendment be:

[  ]  Approved
[  ]  Rejected
 

The Official Ballot Title and the Explanatory Statement were written by the Attorney General as required by law and revised by the court. The Secretary of State is not responsible for the content of arguments or statements (WAC 434-381-180).
Votes cast by the 2010 Legislature on final passage:

Senate: Yeas, 44; Nays, 0; Absent, 0; Excused, 5
House: Yeas, 69; Nays, 27; Absent, 0; Excused, 2

Not Required By Law
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Explanatory Statement

The Constitutional Provision as it Presently Exists

Article VIII, section 1, of the Washington Constitution authorizes the state to borrow money, by issuing bonds, notes, and other evidences of indebtedness, to be repaid over time with interest. That provision of the state constitution also sets a limit on the aggregate debt the state may assume. The aggregate debt contracted by the state cannot exceed an amount for which the payments of principal and interest in any fiscal year exceed nine percent of the average general state revenues for the previous three fiscal years. “General state revenues” are defined to include all money received by the state treasury from any source, with certain exceptions. Not all state debt is subject to the debt limit.


The Effect of the Proposed Amendment if Approved

The proposed amendment would not change the constitutional debt limit. It would modify the annual calculation used to determine whether the state’s debt is within the constitutional limit. The amendment would require the state, in annually calculating the amount required for payment of interest on its general obligation debt, to subtract scheduled federal payments to be received each year in respect of bonds, notes, or other evidences of indebtedness. Under the constitution, the debt the state may issue is based in part on the total amount of the state’s annual principal and interest payments. Therefore, subtraction of federal payments to be credited against interest on the debt could affect the amount of aggregate debt that the state may incur.
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Statements For and Against

	Statement For 
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	Statement Against 

	This State Constitutional Amendment will reduce the cost to state taxpayers for schools, college and university buildings, parks and open space, community facilities, local infrastructure, prisons, and public buildings by reducing the net interest rate paid on General Obligation Bonds issued by the State.

The federal government has changed the way it subsidizes interest rates for bonds issued by state and local governments. This amendment changes the definition of “interest” in our State Constitution, to make State General Obligation Bonds eligible for this new federal subsidy, called “Build America Bonds.” With this amendment, the state’s constitutional debt limit would be calculated by using the “net” interest paid (after federal reimbursement) rather than the current “full” interest amount paid.     

At present, state transportation bonds and local government bonds are eligible for – and are using – this benefit. Savings are substantial! Last October the state used these Bonds to borrow money for transportation projects and we saved $63 million – enough to build a new ferry!  

If we could do the same with state General Obligation Bonds it is estimated we can save taxpayers more than $100 million during the next two years alone!  

It does not change the state’s constitutional debt limit. It would not obligate the state or federal government to more debt. 

Please vote “Yes” to lower state taxpayer cost of State General Obligation Bonds so that we can reduce the cost of projects for schools, colleges and universities, parks, community facilities, local infrastructure, prisons, and public buildings!
	
	Accounting gimmick would increase state taxpayer debt
The state’s constitutional debt limit protects the integrity of our economy by preventing the state from borrowing more than it can reasonably pay back. Any changes to this could challenge the integrity of our state’s economy.

The Washington State Constitution limits the general obligation debt by restricting the treasurer’s authority to issue bonds exceeding 9 percent of the average general state revenue for the preceding three years. The treasurer issues debt limit bonds to finance capital projects and sells bonds twice a year to cover expected payments on construction projects. 

SJR 8225 would amend our constitution to allow the interest calculation on debt used to determine the debt limit, by subtracting federal subsidies.   

If approved, SJR 8225 would allow the treasurer to take on more debt. The state of Washington is in the midst of a budget crisis. Now is not the time to run the risk of over-extending the state’s credit. Adding too much debt could have a devastating effect on the rest of Washington’s investments and place enormous financial burdens on taxpayers and their children.  

During the 2010 session the Legislature struggled to adopt an operating and capital budget because spending was outpacing revenues by billions of dollars. In the end, taxes were raised and a second measure was adopted that asks voters to approve additional borrowing beyond the state debt limit. 

Now is the time for fiscal responsibility, not more debt through accounting gimmicks. Vote no on SJR 8225.

	Rebuttal of Statement Against 
	
	Rebuttal of Statement For 

	SJR8225 does Not increase debt and does Not raise the state’s constitutional debt limit.

Just like refinancing a home mortgage at a lower interest rate, this lets scarce tax dollars stretch farther and do more. 

Local governments and state highway projects already save money using this method.

Why pay more than we have to---to build schools, parks, and public buildings?

Vote “yes”--- Get more for your tax dollars!
	
	Do not be deceived. Savings are not created by increasing our borrowing capacity. Build America Bonds is a temporary federal program to subsidize temporary government jobs – burdening taxpayers with more long-term debt and giving more federal (IRS) control over state spending. The real winners? Wall Street – they’ve already made millions. Investors (of which many are foreign) have been flipping these bonds like houses. Sound familiar? Change our addiction to spending, not our Constitution. Vote no!

	Statement Prepared By 
	
	Statement Prepared By 

	Jim L. McIntire, Washington State Treasurer; Sen. Karen Fraser, 22nd Legislative District, Capital Budget Chair; Sen. Lisa Brown, 3rd Legislative District, Senate Majority Leader; Sen. Dale Brandland, 42nd Legislative District, State Senator; Daniel J. Evans, former Washington State Governor and US Senator; David Johnson, Washington State Building and Construction Trades Council.

For more information:
No information submitted
	
	Mike Hope, State Representative, 44th District; Jim McCune, State Representative, 2nd Legislative District.

For more information:
No information submitted


