DURHAM
COUNTY

Debt Service Fund

A fund established to account for the
repayment of debt principal and interest




DEBT SERVICE FUND

Description

The Debt Service Fund was established in 1987 to provide for the annual repayment of bonded debt principal and interest,
lease-purchase principal and interest, and bond agency fees. Long-term debt, apart from the Enterprise Fund’s debt service, is
accounted for in this fund. Prior to 1987, this appropriation was included in the General Fund.

® Abond referendum held in November 2007 was approved by ['5007 Bond Authorization

voters, giving the County the authority to issue general Durham Public Schools Facilities $193 448,205

obligation bonds in an aggregate principal amount not to NC Museum of Life and Science $4.170,812
exceed $207.1 million to finance the construction of selected Durham Technical Community College | $8,680,000

capital projects. Issuance Costs $800,983

e In April 2007, the County issued the final $34.09 million of TOTAL $207,100,000

general obligation bonds authorized in the 2003 bond
referendum. All funds were allotted to Durham Public Schools projects. Also in April 2007, the County issued $12.1 million
in two-thirds general obligation debt to support six capital projects: $3.8 million for Criminal Justice Resource Center
renovations, $500,000 for Main Library renovations, $700,000 for Administration Building renovations, $350,000 for
Emergency Medical Services Station #1 renovations, $2.7 million for Holton School (CIS Academy), and $3.95 million for
Durham Public Schools’ future land purchases.

e 560 million of voter-approved 2007 GO bond funds were issued in 2010 for Durham Public Schools, Durham Technical
Community College (DTCC), and the NC Museum of Life & Science (NCMLS). Another $60 million was issued in 2012 for
Durham Public Schools. A third issuance of $51 million was carried out in 2014 for Durham Public Schools. $39.9 million of
unissued 2007 GO bonds is expected to be spent over the next three years for Durham Public Schools and Durham
Technical Community College.

e  Durham County issued $125 million in non-general obligation —
bond funds during FY 2012-13 for various projects including 2016 Bond Authorization
the new Justice Center, (former) judicial building renovations, | 2urham Public Schools Facilities $90,000,000
and a County storage facility. NC Museum of Life and Science $14,067,705

e A General Obligation bond referendum in November of 2016 | Purham Technical Community College $20,000,000
approved by a large majority of Durham County citizens | Main Library Renovations $44,297,262
supports Main Library renovations, Durham Public Schools | Issuance Costs $1,635,033
infrastructure, Durham Technical Community College capital
needs, and North Carolina Museum of Life and Science renovations.

e  During the 2016 General Obligation Bond referendum, voters were told that up to 2.5 cents of additional property tax
would be needed to support the additional GO Bond debt along with other debt issuances the County planned to make
over the 10-year view of the 2017-26 Capital Improvement Plan (CIP). After several recent refinancings of existing debt,
along with revised future debt costs and slower than expected debt issuance the property tax increase needed to support
ongoing debt service resulted in a 1.75 cents property tax increase in FY 2017-18.

e Durham County’s most recent General Obligation Bond
referendum was in November of 2022 and again was
approved by a large majority of Durham County citizens.
Approved funding was dedicated for Durham Public Schools

2022 Bond Authorization

Durham Public Schools Facilities $423,505,000

NC Museum of Life and Science $13,995,000

(new schools and refurbishment or expansion of existing Durham Technical Community College | 5112,740,000
schools), Durham Technical Community College (new
buildings), and North Carolina Museum of Life and Science site renovations.

e  For FY 2023-24, the portion of the County tax rate dedicated to fund the Capital Financing Plan, which helps support debt
service payments will increase one cent to 9.61 cents to provide funding support related to the 2022 GO Bond referendum.
Additional tax increases may be needed to support this bond referendum’s full costs in future years.

e North Carolina law limits local government net debt to 8% of assessed value. Based on current valuations, the County could
issue $3.76 billion in debt. At this writing, the county has $253.4 million in outstanding general obligation debt. An
additional $226.6 million in Limited Obligation Bond debt and $128.16 million of installment purchases (short term debt)
is not included in this legal limit.
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Budget

FY 2023-24
Approved

FY 2021-22
Actuals

% Change
Orig. v. Appr.

Category

Original Estimate Requested

FY 2022-23 ‘ FY 2022-23 FY 2023-24 ‘

Expenditure $75,953,731  $76,009,637  $75,323,909 $97,525,519  $97,525,519 28.31%
Other Expenditure $63,031,983 $76,009,637 $73,023,909 $97,352,508 $97,352,508 28.08%
Transfers Out $12,921,748 $2,300,000 $173,011 $173,011

Revenue $73,401,172  $76,009,637  $75,648,565 $97,525,519  $97,525,519 28.31%
Investment Income $75,445 $225,881 $451,762 $183,742 $183,742 -18.66%
Service Charges $538,462 $500,000 $500,000 $500,000 $500,000 0.00%
Other Revenues ($10)

Transfers In $72,787,274 $75,283,756 574,696,803 596,841,777 $96,841,777 28.64%
et County Cost—————|Sassz60| S0\ (Samese)| S0l sl |

The following table shows bond payments for the Debt Service Fund. Note: Information on Enterprise Fund debt service may
be found in the Enterprise Fund section of this document.

2021-22 2022-23 2022-23 2023-24 2023-24
Actual Original 12 Month Department Commissioner
Expenditures Budget Estimate Requested Approved
BOND PRINCIPAL $30,335,000 $30,335,000 $25,080,000 $22,760,000 $22,760,000
BOND INTEREST $13,873,361 $9,872,763 $10,120,839 $9,050,340 $9,050,340
OTHER* $31,745,370 $40,808,798 $40,123,070 $65,715,179 $65,715,179

$75,953,731

$76,009,637

$75,323,909

$97,525,519

$97,525,519

*Includes other debt service, bond agency fees, and debt sale expenditures.

Budget Highlights

e Initial estimates for a tax rate increase needed to pay for costs related to the 2022 GO Bond referendum was an
additional 2.5 cents on the property tax rate in the FY 2023-24 budget. Due to stronger than expected estimated
revenue growth (dedicated to support debt service) the property tax rate increase needed for FY 2023-24 is
recommended to increase one and one-half (1.5 cent) related to the 2022 GO Bond referendum. It is likely that an
additional tax rate increase will be needed in FY 2024-25 as well to support growing debt service costs, but not as
much as was estimated in the recent past.
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