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Executive Summary

The Texas Bond Review Board (BRB) has no direct oversight of local government debt
issuance. Chapter 1231 of the Texas Government Code requires the BRB to prepare
statistical reports on local government debt. This information on debt issued by political
subdivisions is primarily prepared by the issuer, collected by the Office of the Attorney
General (OAG) as a part of the review and approval procedures as required under Chapter
1202 of the Government Code, and then forwarded to the BRB for its report on local debt
statistics. Data that has not been provided to the BRB on intergovernmental loans, privately
placed loans, or any other debts that is not in the form of a public security are not reflected
in this report. Also, pursuant to Texas Government Code, Section 1202.008, conduit debts
incurred by nonprofit corporations created by the local governments are not required to
provide issuance information to the BRB. As a result, conduit debt is not reflected in this
report except for data presented in Appendix B, Texas Local Government Conduit Debt, and
certain data presented in Appendix F, Commercial Paper. The data in this report and on the
website is compiled from information provided to the BRB from various sources and has
not been independently verified.

The BRB separates the local government issuances into seven categories: Cities, Towns,
Villages (Cities); Public School Districts (School Districts); Water Districts and Authorities
(WD); Counties; Other Special Districts and Authorities (OSD); Community and Junior
Colleges (CCD); and Health/Hospital Districts and Authorities (HHD).

Major Findings

e As of fiscal year-end 2020, Texas local governments had $251.82 billion in
outstanding debt, an increase of $42.08 billion (20.1 percent) over the past five fiscal
years. Of that amount, 65.7 percent ($165.44 billion) is tax-supported general
obligation (GO) debt secured by local ad valorem tax collections, while the
remaining 34.3 percent ($86.39 billion) is secured by revenues generated by various
projects such as water, sewer, and electric utility fees (Chapter 1).

e Over the past five fiscal years, local government debt issuance increased by 3.5
percent ($1.37 billion) from $39.47 billion in fiscal year 2016 to $40.84 billion in
fiscal year 2020. During that period, new money issuance increased by 27.6 percent
($4.52 billion) from $16.39 billion to $20.91 billion. Refundings decreased by 13.7
percent ($3.15 billion) from $23.08 billion to $19.93 billion (Chapter 1).

e Over the past five years, School Districts have consistently accounted for the highest
amount of tax-supported debt outstanding, while Cities and WD accounted for the
second and third highest amounts, respectively (Chapter 2).

e The most recent U.S. Census Bureau data for total state and local debt outstanding
show that for census year 2018, Texas was the nation’s second most populous state,
and it ranked third among the ten most populous states in terms of total (general
obligation and revenue) local debt per capita, seventh in state debt per capita, and
fourth in total state and local debt per capita with 82.4 percent of the state’s total
debt burden at the local level (Chapter 1). (According to Moody’s 2020 State Debt
Medians, Texas’ state debt ranked 42" among all states in net tax-supported debt per
capita. Texas' state debt net tax-supported debt per capita ranked second lowest
when compared to that of the eight other states rated AAA.)



e Capital Appreciation Bond (CAB) par issued for Texas local governments during
fiscal year 2020 was 0.2 percent ($94.8 million) of the total CAB and current interest
bond (CIB) debt issued ($40.84 billion). School Districts issuances accounted for
96.7 percent ($91.7 million) of the total CABs issued for local governments during
fiscal year 2020. In fiscal year 2020, CAB maturity amounts accounted for 2.6
percent ($9.85 billion) of the total debt service outstanding, including both CAB and
CIB (Chapter 4).

e Since fiscal year 2011, CO debt outstanding has increased by 23.1 percent ($2.97
billion) from $12.87 billion outstanding in fiscal year 2011 to $15.85 billion
outstanding in fiscal year 2020, and Cities accounted for 79.0 percent of the total CO
debt outstanding at fiscal year-end 2020 (Chapter 5).

e As of fiscal year 2020, tax-supported CO debt for Cities accounted for 35.8 percent
($12.51 billion) of the total Cities tax-supported debt outstanding, while Counties
CO debt accounted for 21.1 percent ($2.70 billion) of total Counties tax-supported
debt outstanding. HHD CO debt outstanding accounted for 25.5 percent ($628.1
million) of total HHD tax-supported debt outstanding (Chapter 5).

e During fiscal year 2020, a total of 100 local governments held 137 bond elections
approving 90.0 percent of the total election amount for a potential issuance of
$14.16 billion of additional debt, a decrease of 44.1 percent from the $25.31 billion
of additional debt approved by the voters during fiscal year 2019. Additionally,
during the May 2, 2020, bond election, eight local governments cancelled 16 bond
elections and 62 local governments postponed 119 bond elections until November
2020. On November 3, 2020, 56 local governments held 98 bond elections, 67 of
which approved debt totaling $9.06 billion (Appendix A).

e Excluding conduit debt, private placements, and short-term notes, the weighted
average for total cost of issuance (COI), including underwriter’s spread, decreased to
$14.88 per $1,000 in 2020 from $17.50 per $1,000 in 2019. The average transaction
size and average fee increased to $27.6 million and $410,532 in 2020 from $22.4
million and $392,233 in 2019, respectively. Tax-supported competitive transactions
generally had the highest cost per $1,000 for smaller transaction sizes (Appendix D).

e Of the $3.97 billion of charter school debt outstanding as of October 31, 2020, an
estimated $2.59 billion was guaranteed by the Texas Permanent School Fund Bond
Guarantee Program (Appendix C).

e Approximately 69 issuers that issued debt in fiscal year 2020 received a tax-supported
general obligation (GO) rating upgrade, and 21 issuers received a GO rating
downgrade from at least one of the three major credit rating agencies, Fitch Ratings,
Moody’s Investors Service, and Standard & Poor’s. The rating reports related to the
21 local governments that issued debt in fiscal year 2020 and received a downgrade
did not mention that the downgrade was a direct result of the COVID-19 pandemic
(Appendix H).

For limitations on the purpose and use of this report, see the disclosure preceding Chapter 1.
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Chapter 1
Texas Local Debt in Perspective

Overview

Local governments in Texas issue debt to finance construction and renovation of government
facilities (e.g., schools, public safety buildings, city halls, and county courthouses), public
infrastructure (e.g., roads, water, and sewer systems) and various other projects authorized by law.
Key factors that affect a government’s need and ability to borrow funds for infrastructure
development include population changes, revenue sources, tax rates and levies, interest rates, and
construction costs. Local governments issue two main types of debt: tax (general obligation or GO)
and revenue. GO debt is secured by the full faith and credit of the issuer’s ad valorem taxing power
while revenue debt is secured by a specified revenue source. Tax-supported debt includes debt
secured by a combination of ad valorem taxes and other revenue sources, even though the debt may
be paid in whole or in part from non-tax revenue. Tax-supported debt generally must be voter
approved (with the exception of Certificates of Obligation, tax notes, school district maintenance tax
notes, certain time warrants, and certain other obligations).

State law sets limitations on certain local government debt issuers by setting maximum ad valorem
tax rates per $100 of assessed property valuation. These rates vary by government type, but all must
generate sufficient funds based on annual ad valorem tax collections to provide for the payment of
the debt service on outstanding and projected ad valorem tax (GO) debt. Additionally, all public
securities issued by local debt issuers must be approved by the Office of the Attorney General —
Public Finance Division (OAG) and registered with the Texas Comptroller of Public Accounts
(CPA).

Texas Bond Review Board and Local Government Debt

The Texas Bond Review Board (BRB) has no direct oversight of local government debt issuance.
Chapter 1231 of the Texas Government Code requires the BRB to prepare statistical reports on
local government debt. This information on debt issued by political subdivisions is primarily
prepared by the political subdivision, collected by the OAG as a part of the review and approval
procedures as required under Chapter 1202 of the Government Code, and then forwarded to the
BRB for its report on local debt statistics. Intergovernmental loans, privately placed loans, and any
other debts that are not in the form of a public security are not reflected in this report. Also, conduit
debts incurred by nonprofit corporations created by the local governments are not reflected in this
report except for data presented in Appendix B, Texas Local Government Conduit Debt, and certain data
presented in Appendix F, Commercial Paper. The data in this report and on the website is compiled
from information provided to the BRB from various sources and has not been independently
verified.

All reporting on local debt is presented on the agency’s website, the BRB Data Center, and the
Texas Open Data Portal. Visitors to the BRB website can search databases, access the data center,
and access the Data Portal to download spreadsheets that contain debt outstanding, debt issuances,
debt ratios, and population data as available by government type at each fiscal year-end. In fiscal year
2020, a monthly average of approximately 2,588 different users of the BRB’s website downloaded
various datasets containing Texas local government debt data. The BRB posts this information to its
website, the data center, and the Data Portal annually within four months after the close of the
state’s fiscal year. Additionally, this data is supplied to the CPA’s office as well as the Legislative
Budget Board and the Texas Tribune for publication on their debt pages.

1



The BRB separates the local government issuances into seven categories: Cities, Towns, Villages
(Cities); Public School Districts (School Districts); Water Districts and Authorities (WD); Counties;
Other Special Districts and Authorities (OSD); Community and Junior Colleges (CCD); and
Health/Hospital Districts and Authorities (HHD).

The data in this report and on the website is compiled from information provided to the BRB from
various sources and has not been independently verified.

Local Government Debt Outstanding

As of fiscal year-end 2020, Texas local governments had $251.82 billion in outstanding debt (Table
1.1), an increase of $42.08 billion (20.1 percent) over the past five fiscal years. Of that amount, 65.7
percent ($165.44 billion) is GO debt secured by local ad valorem tax collections, while the remaining
34.3 percent ($86.39 billion) is secured by revenues generated by various projects such as water,
sewer, and electric utility fees. Over the past five fiscal years, tax-supported debt outstanding
increased 22.4 percent ($30.33 billion), and revenue debt outstanding increased 15.7 percent ($11.75
billion).

School Districts accounted for 37.0 percent ($93.11 billion) of all local debt outstanding, and Cities
accounted for 31.6 percent ($79.59 billion). WDs held the third highest percentage and accounted
for 14.6 percent ($36.65 billion) of all local debt outstanding. The remaining 16.9 percent ($42.47
billion) was held by CCDs, Counties, HHDs, and OSDs.



Table 1.1

Texas Local Government
Debt Outstanding as of August 31, 2020

(amounts in millions)

Type of Issuer Tax-Supported* Revenue** Total Debt

Voter-approved tax 91,694.4 91,694.4

Public School Maintenance tax (ed. equipment) 1,201.0 1,201.0

Districts Lease-purchase .contr.apt.s 2175 2175

Revenue (athletic facilities) 19 19

Subtotal $ 92,8954 $ 2194 $ 93,114.8

Tax 34,9529 34,9529

Cities, Towns, Revenue 44.506.4 44.506.4

Villages Sales Tax 134.1 134.1

Subtotal $ 349529 $ 44,6405 $ 79,593.4

Tax 17,561.6 17,561.6

Water Districts  Revenue 19,071.1 19,071.1

and Authorities  Sales Tax 17.0 17.0

Subtotal $ 17,5616 $ 19,088.0 $ 36,649.6

Tax 1525 152.5

Other Special Revenue 12,970.6 12,970.6

Districts and Sales Tax 4,692.9 4,692.9

Authorities Lease-purchase contracts 30.7 30.7

Subtotal $ 1525 $ 17,6942 $ 17,846.7

Tax 12,798.3 12,798.3

Counties Revenue 24705 2,470.5

Lease-purchase contracts 14.8 14.8

Subtotal $ 12,7983 $ 24853 $ 15,283.6

. Tax 4,613.8 4,613.8

?Sr:?;?“g;ﬁeagg‘: Revenue 1,0830 1,0830

Subtotal $ 46138 $ 10830 $ 5,696.8

. Tax 2,462.4 2,462.4

Hea_lth_/HospltaI Revenue 1,1232 1,1232
Districts and

Authorities Sales Tax 53.9 53.9

Subtotal $ 24624 $ 11771 $ 3,639.5

Total Local Debt Outstanding $ 1654369 $ 86,3875 $ 251,824.4

*Includes debt secured by a combination of ad valorem taxes and other revenue sources.

**Excludes conduit debt.
Source: Texas Bond Review Board - Bond Finance Office




The most recent U.S. Census Bureau data, for census year 2020, showed that Texas continued to be
ranked second in population, third among the ten most populous states in terms of local debt per
capita, fourth in total state and local debt per capita, and seventh in state debt per capita (Table 1.2).

Table 1.2
TOTAL STATE AND LOCAL DEBT OUTSTANDING: TEN MOST POPULOUS STATES
Total State and Local Debt State Debt Local Debt
Population ~ Amount Per Capita Per Capita | Amount % of Total Per Capita Per Capita | Amount % of Total Per Capita Capita
State (thousands)  (millions) ~ Amount Rank (millions) Debt Amount Rank (millions) Debt Amount  Rank
New York 19,337 354,834  $18,350 1 147,961 41.7% $7,652 1 206,874 583%  $10,698 1
lllinois 12,588 165161 13,121 2 67,496 40.9% 5,362 2 97,666 59.1% 7,759 4
California 39,368 495359 12,583 3 148,027 29.9% 3,760 4 347,332 70.1% 8,823 2
Texas 29,361 293,204 9,986 4 51,530 17.6% 1,755 7 241,674 82.4% 8,231 3
Pennsylvania 12,783 127,300 9,958 5 49,064 38.5% 33838 3 78,236 61.5% 6,120 5
Ohio 11,693 90,607 7,749 6 31,623 34.9% 2,704 6 58,984 65.1% 5,044 6
Michigan 9,967 72,692 7,294 7 33,563 46.2% 3,368 5 39,129 53.8% 3926 9
Florida 21,733 129,114 5941 8 27,5594 21.4% 1,270 9 101,521 78.6% 4671 7
Georgia 10,710 58,616 5473 9 13,306 22.1% 1,242 10 45311 77.3% 4231 8
North Carolina 10,601 46,134 4,352 10 15,355 33.3% 1,448 8 30,780 66.7% 2,904 10
MEAN $183,302  $9,481 $58,552 32.7% $3,240 $124,751 67.3% $6,241
Note: Detail may not add to total due to rounding.
Sources: U.S. Census Bureau, State and Local Government Finances by Level of Government and by State: 2018, the most recent data available. July 2020 U.S. Census Bureau,
Population Division.

Over the past 10 years, local government total debt (tax-supported plus revenue) increased $69.06
billion (37.8 percent). Over this time, the state’s population increased by an estimated 14.5 percent
(3.7 million), based on July 2020 U.S. Census Bureau population estimates. During that same period,
local government total debt outstanding per capita increased by 20.4 percent, or $1,450 per person,
from $7,127 per capita in fiscal year 2011 to $8,577 per capita in fiscal year 2020 (Figure 1.1).

Figure 1.1
Texas Local Government
Total Debt Outstanding per Capita*
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*Includes debt secured by a combination of ad valorem taxes and other revenue sources. Excludes conduit debt.
Sources: Texas Bond Review Board - Bond Finance Office; U.S. Cenus Bureau, Population Division, July 1, 2020.




Table 1.3 lists the state’s local debt outstanding by category from highest to lowest total amount
outstanding.

Table 1.3
Texas Local Government
Debt Outstanding by Fiscal Year
(amounts in millions)
8/31/2016 8/31/2017 8/31/2018 8/31/2019  8/31/2020

Public School Districts

Tax-Supported* $74,583.1 $79,612.7 $83,896.7 $87,664.4 $92,895.4

Revenue** 313.3 300.6 268.7 258.8 2194
Total $74,896.3 $79,913.3 $84,165.4 $87,923.2 $93,114.8
Cities, Towns, Villages

Tax-Supported* $30,526.7 $31,258.4 $33,134.7 $34,766.3 $34,952.9

Revenue** 39,300.1 40,584.0 42,019.8 43,077.8 44,6405
Total $69,826.8 $71,842.3 $75,154.4 $77,844.1 $79,593.4
Water Districts and Authorities

Tax-Supported* $12,525.8 $13,654.9 $14,813.4 $16,153.5 $17,561.6

Revenue** 12,8115 13,395.5 15,341.6 17,281.3 19,088.0
Total $25,337.3 $27,050.5 $30,155.0 $33,434.9 $36,649.6
Other Special Districts and Authorities

Tax-Supported* $175.0 $178.9 $166.2 $159.3 $152.5

Revenue** 17,686.2 17,9104 17,963.3 17,695.8 17,694.2
Total $17,861.2 $18,089.3 $18,129.5 $17,855.1 $17,846.7
Counties

Tax-Supported* $11,221.3 $11,699.4 $11,558.6 $12,311.7 $12,798.3

Revenue** 2,302.2 2,144.9 2,538.8 2,486.3 2,485.3
Total $13,523.5 $13,844.3 $14,097.4 $14,798.1 $15,283.6
Community and Junior Colleges

Tax-Supported* $3,676.8 $3,645.4 $4,076.6 $4,074.2 $4,613.8

Revenue** 1,105.9 1,225.1 1,184.4 1,184.0 1,083.0
Total $4,782.6 $4,870.5 $5,260.9 $5,258.2 $5,696.8
Health/Hospital Districts and Authorities

Tax-Supported* $2,399.0 $2,302.5 $2,517.2 $2,427.8 $2,462.4

Revenue** 1,118.8 1,068.1 1,175.9 1,125.1 1,177.1
Total $3,517.8 $3,370.6 $3,693.0 $3,552.9 $3,639.5
Total Tax-Supported* $135,107.7 $142,352.2 $150,163.3 $157,557.2 $165,436.9
Total Revenue** $74,637.9 $76,628.6 $80,492.5 $83,109.1 $86,387.5
Total Debt Outstanding $209,745.6 $218,980.8 $230,655.7  $240,666.3 $251,824.4
*Includes debt secured by a combination of ad valorem taxes and other revenue sources.
**Excludes conduit debt.
Source: Texas Bond Review Board - Bond Finance Office




Figure 1.2 illustrates the local debt outstanding by category over the past 10 fiscal years.

Figure 1.2
Texas Local Government
Debt Outstanding by Fiscal Year*
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*Excludes conduit debt.
Source: Texas Bond Review Board - Bond Finance Office

Figure 1.3 illustrates the total local debt outstanding as a percent of personal income over the past 10
years.

Figure 1.3
Texas Local Government
Total Debt Outstanding as a Percent of Personal Income*
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*Includes debt secured by a combination of ad valorem taxes and other revenue sources. Excludes conduit debt.
** Uses personal income data as reported through Septmeber 2020 (most recent data avialable).

Sources: Texas Bond Review Board - Bond Finance Office; U.S. Census Bureau, Population Division, July 1, 2020; Bureau of Economic
Analysis (Personal Income Summary) Last updated September 24, 2020; (Q3 2020 released December 17, 2020)




Rate of Debt Retirement

Timely repayment of debt is an important factor used by rating agencies to assess a municipal
issuer’s financial performance. As a guideline, rating agencies look for a repayment schedule that
retires 25 percent of principal one quarter through the life of the debt and 50 percent halfway
through the life of the debt. Generally, local governments issue debt with varying maturities up to 40
years.

Table 1.4 illustrates the amount of debt retired in the next five-, ten-, and twenty-year periods for
both tax-supported and revenue debt outstanding as of fiscal year 2020. Rate of debt retirement for
HHD tax-supported debt is lower during the early years because over half of HHD debt was issued
as Build America Bonds (BABs) most of which do not begin principal repayment for 10 years after
issuance.

Table 1.4
Texas Local Government
Rate of Debt Retirement*
($ In millions)
Tax-Supported Revenue
Debt Repaid (Principal Only) Debt Percent Debt Percent
Within Five Years
Public School Districts $19,645.0 21.2% $108.4 49.4%
Cities, Towns, Villages 12,484.5 36.0% 9,406.6 21.4%
Water Districts and Authorities 4,137.0 23.8% 3,824.7 20.2%
Other Special Districts and Authorities 67.9 44.5% 2,700.2 15.7%
Counties 4,036.1 32.1% 401.9 17.8%
Community and Junior Colleges 1,158.6 25.1% 347.7 32.1%
Health/Hospital Districts and Authorities 452.9 18.4% 213.2 18.1%
Within Ten Years
Public School Districts $41,381.5 44.7% $172.7 78.7%
Cities, Towns, Villages 22,418.3 64.7% 19,515.2 44.5%
Water Districts and Authorities 8,388.7 48.3% 7,887.6 41.7%
Other Special Districts and Authorities 105.8 69.4% 5,656.2 32.8%
Counties 7,613.0 60.6% 875.4 38.8%
Community and Junior Colleges 2,253.1 48.8% 669.8 61.8%
Health/Hospital Districts and Authorities 968.0 39.3% 449.0 38.1%
Within Twenty Years
Public School Districts $77,965.5 84.2% $214.2 97.6%
Cities, Towns, Villages 33,215.3 95.8% 36,181.9 82.5%
Water Districts and Authorities 15,413.9 88.8% 14,853.6 78.5%
Other Special Districts and Authorities 144.7 94.9% 12,028.9 69.8%
Counties 11,872.7 94.5% 1,768.0 78.3%
Community and Junior Colleges 4,090.7 88.7% 1,029.5 95.1%
Health/Hospital Districts and Authorities 2,060.0 83.7% 9414 80.0%
*Excludes commercial paper and conduit debt.
Source: Texas Bond Review Board - Bond Finance Office




Debt Issuance and Use of Proceeds

Over the past five fiscal years, local government debt issuance increased by 3.5 percent ($1.37
billion) from $39.47 billion in fiscal year 2016 to $40.84 billion in fiscal year 2020. During that
period, new money issuance increased by 27.6 percent ($4.52 billion) from $16.39 billion to $20.91
billion. Refundings decreased by 13.7 percent ($3.15 billion) from $23.08 billion to $19.93 billion
(Table 1.5).

During fiscal year 2020, 48.8 percent of local debt issuance was used to refund debt, 24.9 percent
was used to finance educational facilities and equipment, 13.9 percent was used to finance water-
related infrastructure, 7.2 percent was used for general purpose debt (such as building or improving
city halls and court houses), and 2.0 percent was used to finance transportation projects. Water-
related financings are likely understated because some issuers, especially Cities, borrow for multiple
purposes, over half of which involve financings for water and transportation purposes. The
remaining 3.2 percent of local debt issuance was used for multiple purposes, including combined
utility systems, commerce, computer technology, economic development, fire safety, health related,
housing and land, power, prisons and detention centers, public safety, recreation, and solid waste.



Table 1.5

Texas Local Government
Debt Issuance by Fiscal Year*

($ in millions)
2016 2017 2018 2019 2020

Issuers 1,152 1,072 921 967 1,168
Issuances 1,710 1,531 1,295 1,394 1,727
Public School Districts

New Money $6,171.6 $8,533.3 $7,753.0 $7,622.9 $9,358.3

Refunding 8,402.1 5123.1 2,875.2 2,113.2 6,176.9
Total Par Issued $14,573.7  $13,656.4  $10,628.2 $9,736.2  $15,535.2
Cities, Towns, Villages

New Money $4,810.1 $4,890.3 $6,658.4 $5,921.4 $4,843.4

Refunding 6,169.1 3,137.3 3,580.1 3,420.9 8,627.3
Total Par Issued $10,979.2 $8,027.5  $10,238.5 $9,342.3  $13,470.7
Water Districts

New Money $3,192.1 $2,862.8 $4,065.1 $4,259.8 $4,213.4

Refunding 2,370.2 14177 1,085.0 1,299.7 2,7112.7
Total Par Issued $5,562.3 $4,280.6 $5,150.1 $5,559.5 $6,926.1
Other Special Districts

New Money $1,001.4 $551.7 $69.8 $1,237.5 $209.0

Refunding 3,052.6 306.9 2,909.4 1,342.7 662.1
Total Par Issued $4,054.0 $858.7 $2,979.2 $2,580.1 $871.1
Counties

New Money $711.5 $1,212.8 $1,123.4 $1,533.8 $1,195.7

Refunding 2,252.6 595.9 1,082.0 303.9 1,184.8
Total Par Issued $2,964.1 $1,808.6 $2,205.4 $1,837.7 $2,380.5
Community and Junior Colleges

New Money $340.7 $317.9 $682.7 $349.7 $808.0

Refunding 697.5 362.5 211.3 71.7 2215
Total Par Issued $1,038.2 $680.5 $894.0 $427.3 $1,029.5
Health/Hospital Districts and Authorities

New Money $160.9 $87.5 $497.8 $39.4 $285.4

Refunding 135.3 542.7 52.1 245.3 342.1
Total Par Issued $296.1 $630.2 $549.9 $284.7 $627.5
Total New Money $16,388.2  $18456.4  $20,850.2  $20,964.4  $20,913.1
Total Refunding $23,079.5 $11486.1  $11,795.0 $8,803.5  $19,927.4
Total Par $39,467.7 $29,942.5  $32,645.2 $29,767.9  $40,840.5

*Excludes commercial paper and conduit issuances.
Source: Texas Bond Review Board - Bond Finance Office
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Chapter 2
Texas Local Government Tax-Supported Debt

Overview

Tax-supported debt includes debt secured by a combination of ad valorem taxes and other revenue
sources, even though the debt may be paid in whole or in part from non-tax revenue. Tax-supported
debt generally must be voter approved, with the exception for Certificates of Obligation, tax notes,
school district maintenance tax notes, certain time warrants, and certain other obligations.

State law sets limitations on certain local government debt issuers by setting maximum ad valorem tax
rates per $100 of assessed property valuation. These rates vary by government type, but all must
generate sufficient funds based on annual ad valorem tax collections to provide for the payment of
the debt service on outstanding and projected ad valorem tax (general obligation or GO) debt.
Additionally, all public securities issued by local debt issuers must receive approval from the Office of
the Attorney General — Public Finance Division (OAG) and be registered with the Texas Comptroller
of Public Accounts.

Local Government Tax-Supported Debt Outstanding

As of fiscal year-end 2020, Texas local governments had $165.44 billion in outstanding tax-supported
debt, an increase of $7.88 billion (5.0 percent) over the 2019 total of $157.56 billion, and a 22.4 percent
($30.33 hillion) increase over the past five fiscal years, from $135.11 billion in 2016 (Table 2.1).

Table 2.1
Texas Local Government
Tax-Supported Debt Outstanding by Fiscal Year
(amounts in millions)

8/31/2016 8/31/2017 8/31/2018 8/31/2019 8/31/2020

Public School Districts $74583.1 $79,612.7 $83,896.7 $87,664.4 $92,895.4
Cities, Towns, Villages $30,526.7  $31,258.4  $33,134.7 $34,766.3  $34,952.9
Water Districts and Authorities $12,525.8 $13,654.9 $14,813.4 $16,1535 $17,561.6
Other Special Districts and Authorities $175.0 $178.9 $166.2 $159.3 $152.5
Counties $11,221.3 $11,699.4 $11,558.6 $12,311.7 $12,798.3
Community and Junior Colleges $3,676.8 $3,645.4 $4,076.6  $4,074.2 $4,613.8

Health/Hospital Districts and Authorities $2,399.0 $2,302.5 $2517.2  $2,427.8 $2,462.4

Total Tax-Supported Debt Outstanding* $135,107.7 $142,352.2 $150,163.3 $157,557.2  $165,436.9

*Includes debt secured by a combination of ad valorem taxes and other revenue sources.

Includes commercial paper; excludes conduit debt.

Source: Texas Bond Review Board - Bond Finance Office
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Over the past ten fiscal years, tax-supported debt outstanding has increased $49.67 billion (42.9
percent) from $115.76 billion in 2011. Figure 2.1 illustrates local tax-supported debt outstanding by
local government type over the past ten fiscal years.

Figure 2.1
Texas Local Government
Tax-Supported Debt Outstanding by Fiscal Year
(amounts in billions)
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Excludes conduit debt; includes commercial paper.
Source: Texas Bond Review Board - Bond Finance Office

As shown in Table 2.1 and Figure 2.1, Public School Districts (School Districts) have consistently
accounted for the highest amount of tax-supported debt outstanding, while Cities, Towns, Villages
(Cities) and Water Districts and Authorities (WD) accounted for the second and third highest
amounts, respectively.

Of the total Cities tax-supported debt outstanding, the “Big 6 Cities” (Houston, Dallas, San Antonio,

Austin, El Paso, and Fort Worth) accounted for an average of 32.5 percent over the last five years and
33.2 percent over the last ten years.
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Tax-Supported Debt per Capita

Local government tax-supported debt per capita increased over the past 10 years by 24.8 percent (or
$1,121 per person) from $4,514 per capita in fiscal year 2011 to $5,635 per capita in fiscal year 2020.
Over this time, the state’s population increased by an estimated 14.5 percent (3.7 million), based on
July 2020 U.S. Census Bureau population estimates (Figure 2.2).

Figure 2.2
Texas Local Government
Tax-Supported Debt Outstanding per Capita*
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*Includes debt secured by a combination of ad valorem taxes and other revenue sources. Excludes conduit debt.
Sources: Texas Bond Review Board - Bond Finance Office; July 1, 2020 U.S. Census Bureau, Population Division.
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Tax-Supported Debt as a Percentage of Personal Income

As reported by the U.S. Bureau of Economic Analysis, total personal income growth in Texas has
grown 53.8 percent in the past 10 years, from $1.06 trillion in 2011 to $1.63 trillion in 2020 (through
Q3 of 2020, the most recent data available). During the past five years, the growth was 27.2 percent,
from $1.28 trillion in 2016. Per capita personal income has shown a 34.3 percent 10-year growth from

$41,245 in 2011 and a 21.0 percent 5-year growth from $45,803 in 2016 to $55,406 in 2020.

Per capita tax-supported debt, as a percentage of per capita personal income, has decreased 7.1 percent
during the past 10 years from 10.9 percent in 2011. It has decreased 3.8 percent during the past five
years from 10.6 percent in 2016 to 10.2 percent in 2020 (Figure 2.3). Over the 10-year period, the
growth of the state’s personal income per capita has increased 9.5 percent more than the growth of

tax-supported debt per capita.

Figure 2.3
Texas Local Government
Per Capita Tax-Supported Debt as a Percentage of per Capita Personal Income*
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*Includes debt secured by a combination of ad valorem taxes and other revenue sources. Excludes conduit debt.
**Personal income estimates as reported through September 2020 [released December 17, 2020 for 2020 Q3]
(most recent data available).
Sources: Texas Bond Review Board - Bond Finance Office; U.S. Census Bureau, Population Division. July 1, 2020;
Bureau of Economic Analysis (Personal Income Summary), last updated September 24, 2020;
(Q3 2020 released December 17, 2020)

2020**
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Tax-Supported Debt Issuance

New tax-supported debt issued during fiscal year 2020 totaled $27.72 billion ($16.31 billion in new
money and $11.41 billion in refunding debt). This was an increase of 42.8 percent from the total of
$19.41 billion issued in fiscal year 2019 and an increase of 3.5 percent from the total of $26.77 billion
issued in fiscal year 2016.

During this five-year period, School Districts have consistently issued the most tax-supported debt.
For fiscal years 2016-2018 and 2020, School Districts accounted for 50 percent or more of the total
tax-supported debt issued. In fiscal year 2019 School Districts accounted for 49.9 percent of the total
tax-supported debt issued. In fiscal year 2016, School Districts completed 500 GO issues for a total
of $14.57 billion (54.4 percent of the 2016 total), of which $6.17 billion was new money debt and
$8.40 billion was refunding debt. In 2020, School Districts completed 394 GO issues for a total of
$15.50 billion (55.9 percent of the 2020 total), of which $9.36 billion was new money debt and $6.15
billion was refunding debt.

Tax-supported new money debt issuance over the past five years has risen from $11.91 billion in 2016
to $16.31 billion in 2020 (an increase of 36.9 percent).

Tax-supported refunding debt issuance over the past five years has declined steadily from $14.86

billion in 2016 to $4.18 billion in 2019, before rising to $11.41 billion in 2020, an overall decrease of
23.2 percent.
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Tax-supported debt issued over the past five fiscal years is shown below, excluding commercial paper
and conduit debt (Table 2.2).

Table 2.2
Texas Local Government
Tax-Supported Debt Issuance by Fiscal Year*
($ in millions)
2016 2017 2018 2019 2020

Issuers 1,067 996 824 891 1,070
Issuances 1,482 1,340 1,065 1,189 1,471
Public School Districts

New Money $6,171.6 $8,506.5 $7,753.0 $7,604.9 $9,357.3

Refunding 8,402.1 5101.6 2,875.2 2,085.2 6,147.2
Total Par Issued $14,573.7 $13,608.1 $10,628.2 $9,690.0 $15,504.5
Cities, Towns, Villages

New Money $3,034.2 $2,747.2 $4,105.0 $3,859.6 $2,808.5

Refunding 3,012.7 1,057.0 1,474.0 8304 2,396.6
Total Par Issued $6,046.9 $3,804.3 $5,579.0 $4,690.0 $5,205.1
Water Districts and Authorities

New Money $1,632.4 $1,707.3 $1,681.2 $1,977.3 $1,955.2

Refunding 1,405.7 630.4 521.6 782.8 1,221.7
Total Par Issued $3,038.1 $2,337.8 $2,202.8 $2,760.1 $3,176.9
Other Special Districts and Authorities

New Money $1.1 $23.6 $13.9 $11.0 $12.0

Refunding 16.0 11.1 0.0 18.2 17.1
Total Par Issued $17.1 $34.8 $13.9 $29.2 $29.1
Counties

New Money $711.5 $1,212.8 $680.3 $1,528.7 $1,190.6

Refunding 1,482.0 595.9 861.4 167.7 1,094.5
Total Par Issued $2,193.5 $1,808.6 $1,541.7 $1,696.3 $2,285.1
Community and Junior Colleges

New Money $281.1 $162.2 $652.4 $231.1 $808.0

Refunding 515.8 258.7 165.3 50.8 196.3
Total Par Issued $796.9 $421.0 $817.7 $281.9 $1,004.3
Health/Hospital Districts and Authorities

New Money $81.3 $0.0 $285.1 $13.8 $175.7

Refunding 224 3711 49.4 245.3 339.3
Total Par Issued $103.7 $371.1 $334.5 $259.1 $515.1
Total New Money $11,913.2 $14,359.7 $15,170.8 $15,226.3 $16,307.3
Total Refunding $14,856.7 $8,025.9 $5,947.0 $4,180.3 $11,412.8
Total Par $26,769.9 $22,385.6 $21,117.7 $19,406.7 $27,720.1
*Excludes commercial paper and conduit debt.
Source: Texas Bond Review Board - Bond Finance Office

The amounts of Gross Cash Savings and Net Present Value Savings earned from tax-supported
refunding issuance over the past five years have fluctuated from $2.81 billion and $2.16 billion,
respectively, in 2016 to $2.03 billion and $1.63 billion, respectively, in 2020.

During that period, Texas local governments issued $44.42 billion in tax-supported refunding debt to
realize $8.01 billion in Gross Cash Savings and $5.99 billion in Net Present Value Savings.
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Rate of Debt Retirement

Timely repayment of debt is an important factor used by rating agencies to assess a municipal issuer’s
financial performance. As a guideline, rating agencies look for a repayment schedule that retires 25
percent of principal a quarter through the life of the debt and 50 percent halfway through the life of
the debt. For debt outstanding as of fiscal year-end 2020, Texas local governments will repay 25.5
percent ($41.98 billion) of tax-supported debt within five years, 50.6 percent ($83.13 billion) within 10
years, and 88.1 percent ($144.76 billion) within 20 years (Table 2.3). As of August 31, 2020, the final
maturity for tax-supported debt was 40 years.

Table 2.3
Texas Local Government
Rate of Tax-Supported Debt Retirement*
($ in millions)
Percent Percent Twenty  Percent
DEBT REPAID WITHIN: Five Years of Total Ten Years of Total Years of Total
Public School Districts 19,645.0 21.2% 41,3815 44.7% 77,965.5 84.2%
Cities, Towns, Villages 12,4845 36.0% 22,4183 64.7% 33.215.3 95.8%
Water Districts and Authorities 4,137.0 23.8% 8,388.7 48.3% 15,4139 88.8%
Other Special Districts and Authorities 67.9 44.5% 105.8 69.4% 144.7 94.9%
Counties 4,036.1 32.1% 7,613.0 60.6% 11,872.7 94.5%
Community and Junior Colleges 1,158.6 25.1% 2,253.1 48.8% 4,090.7 88.7%
Health/Hospital Districts and Authorities 4529 18.4% 968.0 39.3% 2,060.0 83.7%
TOTALS $41,982.0 25.5%  $83,128.3 50.6%  $144,762.9 88.1%
*Excludes commercial paper and conduit debt.
Source: Texas Bond Review Board - Bond Finance Office
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Tax-Supported Debt Service Outstanding

As of August 31, 2020, tax-supported debt-service requirements (principal and interest) projected over
the life of the debt totaled $241.66 billion, with all scheduled payments made by fiscal year 2060. Figure
2.4 illustrates annual tax-supported debt-service requirements for each of the local government types.

Figure 2.4
Texas Local Government
Tax-Supported Debt-Service Requirements*
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*Excludes commercial paper, Build America Bond subsidy, and conduit debt.
Source: Texas Bond Review Board - Bond Finance Office
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Chapter 3
Texas Local Government Revenue Debt

Overview
Revenue debt includes debt legally secured by a specified revenue source(s). Most revenue debt does
not require voter approval and usually has a maturity based on the life of the project to be financed.

Excluding conduit debt, Texas local governments had $86.39 billion in revenue debt outstanding as
of fiscal year-end 2020, an increase of $3.28 billion (3.9 percent) over the 2019 total of $83.11
billion, and a 15.7 percent ($11.75 billion) increase over the past five fiscal years, from $74.64 billion
in 2016 (Table 3.1).

Cities, Towns, Villages (Cities) accounted for 51.7 percent ($44.64 billion) of the total revenue local
debt outstanding, Water Districts and Authorities (WDs) accounted for 22.1 percent ($19.09 billion),
Other Special Districts (OSDs) accounted for 20.5 percent ($17.69 billion) and the remaining 5.7
percent ($4.96 billion) was attributable to Public School Districts, Community and Junior College
Districts (CCDs), Counties, and Health and Hospital Districts and Authorities (HHDs).

Cities revenue debt increased by 13.6 percent from $39.30 billion to $44.64 billion in the five-year
period. Since fiscal year 2016, the state’s population increased by an estimated 5.2 percent (1.4
million). Urban areas have experienced particularly rapid growth, creating the need for new
infrastructure, including roads, bridges, and new and expanded water and sewer systems. The
majority of city revenue debt has been used to finance general purpose needs, utility-related projects,
including water, wastewater, and, in some localities, electric utility systems. Of the total city revenue
debt outstanding, the Big 6 Cities (Houston, San Antonio, Dallas, Austin, Fort Worth, and EIl Paso,
including revenue debt issued by the Dallas/Fort Worth International Airport) accounted for an
average of 81.8 percent over the last five years and 82.7 percent over the last 10 years.

Table 3.1
Texas Local Government
Revenue Debt Outstanding by Fiscal Year*
(amounts in millions)
8/31/2016 8/31/2017 8/31/2018 8/31/2019 8/31/2020

Public School Districts $313.3 $300.6 $268.7 $258.8 $219.4
Cities, Towns, Villages 39,300.1 40,584.0 42,019.8 43,0778 44,640.5
Water Districts and Authorities 12,8115 13,395.5 15,341.6 17,281.3 19,088.0
Other Special Districts and Authorities 17,686.2 17,9104 17,963.3 17,695.8 17,694.2
Counties 2,302.2 2,1449 2,538.8 2,486.3 2,485.3
Community and Junior Colleges 1,105.9 1,225.1 1,184.4 1,184.0 1,083.0
Health/Hospital Districts and Authorities 1,118.8 1,068.1 1,175.9 1,125.1 1177.1
Total Revenue Debt Outstanding* $74,637.9 $76,628.6 $80,492.5 $83,109.1 $86,387.5

*Includes commercial paper; excludes conduit debt.
Source: Texas Bond Review Board - Bond Finance Office
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Over the past 10 fiscal years, revenue debt outstanding has increased $19.39 billion (28.9 percent)
from $67.00 billion in 2011. Figure 3.1 illustrates local revenue debt outstanding by category over the
past 10 fiscal years.

Figure 3.1
Texas Local Go