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| NTRODUCTION

Oklahoma Senate Overview of State Isdaedesigned to provide a convenient
summary ofpolicy, budget and taxation issues that face Oklahoma's Legislature.
Though full of factual groundo r k , this bookbds goal i
context.

Di scussion begins with a brief overvi
population trends, since these dynamics so oftevesas catalysts for change.

The state's tax structure is examirgasely, beginning with an analysis of total
taxation and how it compares with other states. Each major tax type is then
presented in detail how it is assessed, collected and spent under the law.
Regional and national rate analyses are provided fir e@jor tax type.

Overall expenditures are presented in a chapter that details the emergence of
broad shifts in spending priorities. Recent bond issues for capital improvements
are also highlighted.

Next is a series of chapters, each of which is deelicto a major policy area that
has been the subject of recent legislative deliberation andnactSubjects
discussed includihe programs and budgets of almost all major state agencies.

Where relevant, descriptions of issues include historical coteckt Stateby-
state comparisons. Programs and policies that at first may seem perplexing are
more easily understood when viewed in historical context.

The information is by no means comprehensive. More information on a particular topic can be
obtained y contacting the Senate staff analysts listed on the dividing page of each chapter.
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STATE ECONOMY AND DEMOGRAPHICS

Changes in the state marketplace and population are at the root of much of the

Legislaturebés policy discussions. Sh

for efforts to clange state policies relating to social services, economic
development, taxes and other areas.

THE OKLAHOMA ECONOMY

Okl ahoma continues to be one of the
the start of the Great Recession, and through its slow rgcovin 2013,
Oklahoma had the"shighest real GDP growth rate in the nation. Oklahoma has
greatly diversified its economy since the 1986 oil bust, but it is still heavily
dependent on the oil and gas industry. A recent study by OERB, in conjunction
with Oklahoma City University, states that 1 out of every 5 jobs and 1 out of
every 3 dollars of gross state product (GSP) is, directly and indirectly, supported
by the oil and gas sector.

Components of the 20130klahoma Economy

2013 Dollar Amount Percent

in Millions of Total

Services $37,884 21.15%
Government $28,303 15.80%
Mining $22,211 12.40%
F.I.LR.E. $24,384 13.62%
Trade $20,609 11.51%
Manufacturing $18,246 10.19%
Transport & Warehousing $6,287 3.51%
Utilities $5,315 2.97%
Information $5,886 3.29%
Construction $7,443 4.16%
Agriculture $2,522 1.40%
Total GDP $179,090 100.00%

Source: Bureau of Economic Analysis
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State Economy and Demographics

The Finance, Insurance and Real Estate sector (F.I.R.E.), manufacturing sector,
and the services sector are the largest private componeritee ddklahoma
economy. Together they compid4.% percent of total state output. While the
services sector is often perceived as paying low wages, it includes many of the
high wage and new economy jobs such as software consulting, management and
health pofessionals.

EcoNomic OuTPUT

The state ec ondhmgréss staperpmdlct ortGSRs rthe total
amount of goods and services produced by all industries within a state.

Oklahoma Real Gross State Product
2006 Through2013 (In Billions; 2009 Dollars)

51643

$157.7

$153.1
$150.2

$145.8 $147.0 S1480

51425

2006 2007 2008 2009 2010 2011 2012 2013

Source: BEA

The Real GSP, which is adjusted for price changes and is considered the most
appropriate measure of state outpotreased by 4.2 percent in the year 2013,
which is the & highest in the nation. The Re@SP increased 3.0 percent in the
year 2012
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State Economy and Demographics

Oklahoma Real Gross State Product Growth Rate
2001 Through 2013

9-7% 9.2%

o 7.2% 7.3%
6.4% 6.0%

49% 3-0% 4.2%

3.0%

2001 2002 2003 2004 2005 2006 2007 2008 \2009 f2010 2011 2012 2013

-8.2%

Source: BEA

POPULATION

Oklahoma Population Trend and Projections
1990 Through 2030 (In Thousands)

4302

4,024
3,751

3.450

3.145

1990 2000 2010 2020 2030

Source: Oklahoma Department of Commerce
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State Economy and Demographics

Census data for the year 2010 place Oklahoma as the 28th most populous state in

the nation with 3.75 million residents This compares to 1995, when

Okl ahomads 3.27 mil |27tb mostrpepsilous statet She ma d e
decline in ranking between 1995 and 2010 is not due to a loss of population,
because the state gained over 521,000 residents over the past 16 years. Instead,
the ranking drop is due to the fact that states that were srirateOklahoma are

growing faster. The most recent American Community Survey estimates

Okl ahomadéds current population is 3.85 m

Projected Growth in Population

The latest U.S. Census Buregportpr oj ect s t hat Okl ahomaé
increase byl41,000 people or 11.8 percent between 2010 and 2030.

The current populatiorstimateof Oklahoma citizens aged 65 years and older is
550,631 or 14.percent of the population. That number is expected to increase
to 19.4 percent of the population b@3D, significantly higher than the expected
state population growth as a whole, but less than the national projecti@n7of
percent. In 20100klahoma ranke®4™ as a state for the proportion of the
population aged 65 years and older. That rankirexfected to drop to 3y
2030.

Working-Age Population

The percentage of Okl ahomads popiul ati or
between 18 and 64 years of dgés expected to decrease from 61.7 percent in

2010 to 55.6 percent in 2030. Oklahoma hdarger percentage of young and

elderly compared to the nation.

The pri mary reason for Ok |l aho mades proj
proportion of the population is the growth rate of elderly residents. While our
expected growth rate of elderly citias is lower than the national average, the

state may still experience a profound impact to expected tax revenues and social
service demands within the state.

The population of Oklahoma residents, aged 65 and older, is expected to top
800,000 by 2030

EMPLOYMENT AND INCOME TRENDS

Oklahomma 6 s aver age wa gmas §9©840or Béopbrcemt of th2 0 1 3
national aveaige. This wage representsI8.5percent growth in wages from the
2007average wage.
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State Economy and Demographics

The per capi personal income (PCPI) in 208 Oklahoma was 41,586 which

is 93.4percent of the national average. Per capita personal income is a broad
measure of economic wdbeing that includes wages and salaries, proprietor
income, dividends and rents, and government transfer payments. PG@Hygre
10.5percent betweefA008 and 201& Oklahoma; the U.S. PCPI grew at a rate

of 8.98percent. When adjusted for the cost offig
$1,358less than the national average.

ndex,

Ok I

Oklahoma Employment Growth Rate, by Sector

2011 -2013

Mining &
Logging,
15.73%

Const.,

9.08 Trade,

Transp
& Util.,
4.14%

Manuf.,
5.16%

Financial,
1.76%

Inform.,
-5.22%

Gov.,
1.28%

Services,
3.04%

Source: Bureau of Labor Statistics

ahon

Oklahoma's overalemployment growth rate from 2011 to 2013 was 3.51

percent, compad to the national rate of 3.4&rcent.

Okl ahomaods
national rate of 6.percent.

Top 15 Unemployment
Rates for States
Seasonally Adjusted
August 2014

Rank State Rate
1 North Dakota 1.8
2 Nebraska 3.6
2 South Dakota 3.6
2 Utah 3.6
5 Vermont 4.1
6 Hawaii 4.3
6 Minnesota 4.3
8 New Hampshire| 4.4
9 lowa 4.5
10 Wyoming 4.6
11 Oklahoma 4.7
11 Idaho 4.7
11 Montana 4.7
14 Kansas 4.9
15 Colorado 5.1

Oklahoma Senate Overview of State Issues
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STATE BUDGET

Appropriation Checks and Balances

In Oklahoma, projected revenues are certified by the Board of Equalization. This
Board is comprised of the Governor, Lt. Gover, State Auditor and Inspector,
Treasurer, Attorney General, Superintendent of Instruction and President of the
State Board of Agriculture.

The Oklahoma Constitution, Article X, Sec. 23, requires a balanced budget.
Appropriations are limited to 95 penat of projected revenues and cannot exceed
12 percent in growth.

Any revenue collected that exceeds the certified estimate is deposited into the
Constitutional Reserve (Rainy Day) Fund until it reaches a Constitutional cap of

15 percent of the priorger 6 s Gener al Revenue Fund
Rainy Day Fund can be used under the following conditions:

9 3/8 of the fund can be used if General Revenue fails to meet the estimate in
the current fiscal year;

9 3/8 of the fund can be used if General Rew®is projected to decline from
one year to the next;

9 1/4 of the fund can be used if there is an emergency declaration by the
Governor and a 2/3 vote in both the Senate and House of Representatives, or
this same 1/ 4 can be ulaaiahifthérdihadidt t |
vote by Senate and House of Representatives.

The Governor has line item veto authority over all appropriation bills. Vetoes
can be overridden by a supmajority vote by both the Senate and House of
Representatives.

Oklahoma Senate Overview of State Issues 7



State Budget

State Budget Cycle

The state fiscal year begins on July 1 and ends on June 30 of the following year.
The following is a breakdown of the budget cycle throughout that year.

9 July 1 - The new fiscal year begins.

9 July through October i Agencies formulate their liget work program.
Budget limits may be set by the Legislature in the preceding legislative
session. Agencies begin formulating the budget request they will present for
the next legislative session. This is a good time for advocacy groups to
begin talkirg with state agencies about funding issues.

9 October 17 Agencies submit their budget request to the Governor and
Legislature for the upcoming fiscal year.

9 November 7 Appropriation Subcommittees begin analysis of agency
program performance measures anegib filing related reports. No
appropriations can be made to an agency until these reports have been filed.

9 Decemberi The Board of Equalization meets for initial certification of
revenues. This is the revenudhisesti ma:
is the best time for advocacy groups to contact the Governor about program
budgets.

1 February i The Governor submits budget recommendations to the
Legislature on the first day of session. The Board of Equalization meets for
certification of revenues This is the revenue estimate the Legislature is
bound by constitutionally unless it passes a bill to increase or decrease
revenue and that bill is signed by the Governor.

9 February through April T Supplemental appropriations are considered for
the curent fiscal year. Subcommittees hold budget hearings for the up
coming fiscal year and move substantive bills with fiscal impacts through the
process. This is the best time to talk to the Legislature about budget issues.

9 Late April to May i The Subcomntiees get their budget allocation and
convene the General Conference Committee on Appropriations (GCCA). By
this time, the Senate and House Appropriation Subcommittees have decided
most of what they want to fund, and it is time to work out their diffexeric
conference.

8 Oklahoma Senate Overview of State Issues



State Budget

9 May i The Legislature begins filing appropriation bills. During session, the
Governor has 5 days to sign or veto a bill or it becomes law without their
signature. If the bill is passed during the last week of session, the Governor
has15 days to sign it or it becomes a pocket veto. Session ends on the last
Friday in May.

 June i The Board of Equalization meets to certify any changes to
certification as a result of legislation that was signed into law and to certify
that the Legislatwr did not exceed its appropriation authority.

9 June 307 The current fiscal year ends. Agencies submit Budget Work
Programs to the Office of State Finance and the process starts over.

Legislative Appropriation Authority

The Board of Equalization ceiigs funds for the Legislature to appropriate and

also provides estimates for some of the major agency revolving funds such as the
Common Education 1017 Fund. It does not provide estimates for every
revolving fund that the Legislature uses for appropnmtidkevenues that were
included in the Boardo6s FY®15 certifi
billion. Summaries of the major revenue categorie®arthe following page.

Authorized Expendi t ur es by Maj or Ca

State

Transportation
General Revenue 304 . .

$5,716,761,222 1%

80%

Educ. Lottery
Trust
$68,338,815

1%

Special Cash
$126,343,946
2%

Education Gross
Prod.
$142,116,897
2%

Other
$98,888 461
1%
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State Budget

Total Estimate for General Revenue
Fund by Major Category, FY 6 1 5

Motor Vehicle Interest &
Insurance $214,920.480 Investments
Premium Tax 4% $86,000,000 Alcohol/
$78,875,660 1% Cigarette
1% $165,825,373

3%

Income Tax -
Corporate
$481,870,200
[+

8% Sale/Use
$2,235,273,218
38%

Gross
Production
$271,545,000

5%

Income Tax -
Individual
$2,103,434 551
36% Other
$250,596,234

4%

HB 1017 FundbyMaj or Category, FY

Tobacco
Tribal Products Tax
Gaming $504,231
$123,596,000 0%

16% Income Tax -

Individual
Use Tax $245,111,349
$25,5682,754 33%
3%
Business
Activity Tax
$580,242
0%
Sales Tax
$254,0060.325 Income Tax -
34% Corporate
) $102,591,720
Cigarette Tax 14%
$3,165,092
0%
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State Budget

State Expenditures

Seventyt wo agencies recei ved state appr
$7,121,723,873; hwe v er , section 144 of SB 21
Appropriations bill, was nullified due to an opinion issued by the Attorney
General. This section increased the amount of carryover funds required for the
Oklahoma Higher Learning Access Prograithis chamge would have increased

the amount of funds going into the General Revenue fund. Due to that section
being nullified, OMES reduced all allocations from the GR fun®4219354%.

The final amount allocatedo state agenciedotals $7,114,931,342(See
Summary of Appropriations Chart on pages-18)

Of the agencies receiving an appropriation, there were some significant changes.
The Office of Educational Quality and Accountability fully absorbed the duties

of the Teacher Preparation Commission which cAdUBETP to cease to exist.

The Department of Consumer Credit became aappropriated agency due to

HB 2831 of 2010 which allowed the agency to retain a larger portion of fee
revenues. The OSU Medical Authority has been assigned to the Health and
Human Sevices subcommittewith a permanent funding soutcéinally, funds
originally appropriated to the Worke
bet ween t he Wor ker s o Compensation |
Compensation Court of Existing Claims.

Supplementala ppr opri ations for FY 0614thatt ot a|
received a supplement al for FY 614 in
Commission, House of Representatives, Oklahoma Health Care Authority,
Department of Agriculture, Food, & Foregt the Conservation Commission,
Oklahoma Scenic Rivers Commission, Oklahoma Water Resources Board, the
Department of Corrections, and the Long Range Capitol Planning Commission.
The common education portion of the Ad Valorem Reimbursement Fund
shortfall wasprovidedwith a $25,523,000 appropriation.

The State Department of Education received an increase of almost $80 million
for flexible health benefits and increases to the funding formula. DHS received
over $40 million in new funds for the Pinnacle iRlaSeven agencies received

flat funding including the Regents for Higher Educationhet Department of
Career Technolog the District Attorneys Council and the Supreme Court.
There were 52 agencies whose budgets were reduced bet¥#eemd 5.5%.
Approximately 12,378 state employees received pay raises between 5% to 13.5%
annually.

The table on the following page listshe top twelve agencies agving an

appropriation for F 1 5 , after t he Thait taldec doésinotn r
include the $357.1 niibn or $416.8 million apportioned to ODOT's ROADS
Fund in FY '"14 and FY '"15 respecti v

supplemental an agency received.
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State Budget

Top Twelve Agency Appropriation History
FY'14 to FY'15

State Department of Education
State Regents for Higher Education
Oklahoma Health Care Authority
Department of Human Services
Department of Corrections

FY'14 FY'15 Dollar Percent
Appropriation Appropriation Change Change
$2,407,604,082  $2,484,873,132 $77,269,050 3.2%
$988,549,006 $987,523,283 -$1,025,723 -0.1%
$1,001,386,338 $905,365,450  -$96,020,888 -9.6%
$630,958,664 $674,869,684 $43,911,020 7.0%
$476,731,068 $470,900,942 -$5,830,126 -1.2%

Department of Mental Health & Substance Abuse $336,821,458 $338,691,561 $1,870,103 0.6%

Department of Transportation

$208,707,119 $197,228,227  -$11,478,892 -5.5%

Department of Career & Technology Education $138,142,618 $138,727,945 $585,327 0.4%

Office of Juvenile Affairs
Department of Public Safety
Department of Health

$98,187,205 $96,499,033 -$1,688,172 -1.7%
$90,416,790 $95,709,377 $5,292,587 5.9%
$62,983,682 $60,632,476 -$2,351,206 -3.7%

Office of Management and Enterprise Services $45,132,347 $42,785,331 -$2,347,016 -5.2%

Subtotal (91% of Total)
Other Agencies/Capital
Total Appropriations

$6,485,620,377  $6,493,806,441 $8,186,064 0.1%
$738,204,140 $621,124,901  -$117,079,239  -15.9%
$7,223,824,517  $7,114,931,342 -$108,893,175 -1.5%

Share of All FY '15 Appropriations by Agency

Department of Public

Oklahoma Health Care Safety Department of Human .
Authority 1.3% Services  Office of Juvenile

12.7%

Department of Health
0.9%

State Regents for
Higher Education
13.9%

Office of Management
and Enterprise Services
0.6%

State Department of
Education
34.9%

9.5% Affairs
1.4%

Department of
Corrections
6.6%

Department of Career
& Technology
Education
1.9%

Department of Mental
Health & Substance
Abuse
4.8%

Department of
Transportation
2.8%

Other Agencies/Capital
8.7%

12
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State Budget

Appropriation History FYO O 5FYd © 5

Appropriations for the pastneyears have been up and down but with an overall
trend to increase. After state revenues began to rebound in 2004, significant gains
were made in FY605 and FYO606. The i
beginning in FY6607 and aecolnowdownn i
FYBO09 contributed to more modeayeaatye e x
2009, the state was beginning to feel the effects of the national recession. The
Board of Equalization certified a decrease in revenues which neceaksitate
reductions to most state agency budgets. The Legislature and Governor used
federal stimulus dollars to backfill those cuts at Common Education, Higher
Education and for agencies that receive Medicaid funds. A severe economic
downtur n i n ffic¥ & State Hinande td rédace &locations by 7.5%.
The following grab¥Yold2pbuotget hewiFtYldo 18
stimulus funds and the final tot al b L
were no remaining Appirnouplruisatfiuwmdss fiomr
than FY0 14 due anbamauntoifundsiudedforbBYl 4 suppl emen

10-Year Appropriation History

$6,202.1
$6,639.9
$6,949.9
$7,089.3
$6,589.8
$7,230.8
$6,931.8
$6,147.8
$6,686.8
$6,395.0
$6,509.0
$6,828.4
$7,223.8
$7,114.9

$5,457.9

05 06 07 08 09 10 10** 10** 11* 11** 12 12** 13 14 15
* - Without Stimulus Funding ** With Stimulus Funding ***After OSF/OMES Reduction
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State Budget

Top Twelve Ageny Appropriations Percent Change
FYd1ll to FYO615

107.5%

-2.6% 3.2% -2.7% _4.8%

c
5 2
=
£ ®©
2 g
IU
w

Common
Education
DHS
poc
DMHSAS
oboT
Career
Tech
QJA
DPS
OSDH
OMES

Health Care Authority
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State Budget

Summary of Appropriations
FYGARY S 15

$ Change % Change

FY'14 Appropriation _ FY'15 Allocation from FY '14 from FY '14
Education Subcommittee
State Department of Education 2,407,604,082 2,484,873,132 77,269,050 3.2%
State Regents for Higher Education 988,549,006 987,523,283 -1,025,723  -0.1%
Department of Career & Technology Education 138,142,618 138,727,945 585,327 0.4%
Oklahoma Educational Television Authority 3,822,328 3,607,696 -214,632  -5.6%
State Arts Council 4,010,087 3,784,911 -225,176  -5.6%
Commissioners of the Land Office 15,062,250 8,538,600 -6,523,650 -43.3%
Department of Libraries 5,898,633 5,567,411 -331,222 -5.6%
Physician Manpower Training Commission 4,379,254 4,133,837 -245,417 -5.6%
Oklahoma School of Science and Math 6,332,274 6,324,553 -7,721  -0.1%
Oklahoma Center for Adv. Of Science & Technology 17,811,449 16,811,295 -1,000,154  -5.6%
Office of Educational Quality & Accountability 661,271 1,928,916 1,267,645 191.7%
Commission on Teacher Preparation 1,526,179 0 -1,526,179 -100.0%
TOTAL EDUCATION 3,593,799,431 3,661,821,579 68,022,148  1.9%
General Government & Transportation Subcommittee
State Auditor and Inspector 4,706,986 4,442,678 -264,308  -5.6%
Office of the State Bond Advisor 143,112 135,075 -8,037  -5.6%
State Election Board 8,109,141 7,799,338 -309,803  -3.8%
Office of Civil Emergency Management 651,179 614,614 -36,565  -5.6%
State Ethics Commission 1,456,749 737,229 -719,520  -49.4%
Office of Management and Enterprise Services 45,132,347 42,785,331 -2,347,016  -5.2%
Governor 2,172,900 2,105,143 -67,757 -3.1%
House of Representatives 17,574,682 15,663,074 -1,911,608 -10.9%
Legislative Service Bureau 9,892,835 4,892,835 -5,000,000 -50.5%
Lt. Governor 506,591 478,145 -28,446 -5.6%
Merit Protection Commission 490,967 463,398 -27,569  -5.6%
Oklahoma Military Department 11,747,997 11,856,826 108,829  0.9%
Senate 13,171,789 12,447,341 -724,448  -5.5%
Space Industry Development Authority 394,589 372,432 -22,157  -5.6%
Oklahoma Tax Commission 46,915,944 44,281,506 -2,634,438  -5.6%
Department of Transportation* 208,707,119 197,228,227 -11,478,892  -5.5%
Oklahoma State Treasurer 3,553,873 3,354,437 -199,436  -5.6%
TOTAL GEN. GOV'T & TRANSPORATION 375,328,799 349,657,630 -25,671,170  -6.8%
Health & Human Services Subcommittee
Commission on Children and Youth 2,027,167 2,127,076 99,909  4.9%
Office of Disability Concerns 317,607 299,773 -17,834  -5.6%
Department of Health 62,983,682 60,632,476 -2,351,206  -3.7%
Oklahoma Health Care Authority 1,001,386,338 905,365,450 -96,020,888  -9.6%
Department of Human Services 630,958,664 674,869,684 43,911,020 7.0%
J.D. McCarty Center 4,140,338 4,412,206 271,868 6.6%
Office of Juvenile Affairs 98,187,205 96,499,033 -1,688,172  -1.7%
OSU Medical Authority 13,000,000 12,270,020 -729,980  -5.6%
Department of Mental Health & Substance Abuse 336,821,458 338,691,561 1,870,103  0.6%
Department of Rehabilitative Services 30,949,232 30,544,807 -404,425  -1.3%
University Hospitals Authority 44,530,391 42,069,019 -2,461,372  -5.5%
Department of Veteran Affairs 35,698,752 36,096,750 397,998  1.1%
TOTAL HEALTH & HUMAN SERVICES 2,261,000,834 2,203,877,855 -57,122,979  -2.5%
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$ Change % Change

FY'14 Appropriation _ FY'15 Allocation from FY '14 from FY 1<
Natural Resources & Regulatory Services Subcommittee
Department of Agriculture 28,210,247 25,842,914 -2,367,333  -8.4%
Department of Commerce 32,573,212 28,234,481 -4,338,731  -13.3%
Conservation Commission 13,461,684 10,366,565 -3,095,119  -23.0%
Department of Consumer Credit 31,730 0 -31,730  -100.0%
Oklahoma Corporation Commission 11,324,427 10,775,325 -549,102  -4.8%
Department of Environmental Quality 9,057,973 7,133,575 -1,924,398  -21.2%
Historical Society 12,502,546 12,005,595 -496,951  -4.0%
Horse Racing Commission 2,072,167 1,973,779 -98,388  -4.7%
Insurance Commissioner 1,871,937 1,768,980 -102,957  -5.5%
J.M. Davis Memorial Commission 306,009 288,826 -17,183  -5.6%
Department of Labor 3,311,160 3,129,046 -182,114  -5.5%
Department of Mines 879,139 878,067 -1,072  -0.1%
Oklahoma Scenic Rivers Commission 365,315 270,984 -94,331  -25.8%
Department of Tourism and Recreation 21,803,003 20,654,161 -1,148,842  -5.3%
Oklahoma Water Resources Board 11,499,671 6,606,623 -4,893,048  -42.5%
Will Rogers Memorial Commission 740,486 698,906 -41,580  -5.6%
TOTAL NAT RESOURCES & REG SERVICES 150,010,706 130,627,828 -19,382,878 -12.9%
Public Safety & Judiciary Subcommittee
Alcoholic Beverage Laws Enforcement Commission 3,140,334 3,051,222 -89,112  -2.8%
Attorney General 15,228,141 14,579,934 -648,207  -4.3%
Department of Corrections 476,731,068 470,900,942 -5,830,126  -1.2%
Court of Criminal Appeals 3,634,631 3,630,199 -4,432  -0.1%
District Attorneys and District Attorneys Council 39,687,258 39,639,475 -47,783  -0.1%
District Courts 59,600,000 55,596,305 -4,003,695 -6.7%
Office of the State Fire Marshall 1,796,764 1,746,235 -50,529  -2.8%
Oklahoma Indigent Defense System 15,699,353 16,079,722 380,369  2.4%
Oklahoma State Bureau of Investigation 14,283,059 14,353,361 70,302  0.5%
Council on Law Enforcement Education and Training 3,757,560 3,554,021 -203,539  -5.4%
Office of the Chief Medical Examiner 8,698,281 10,207,414 1,509,133  17.3%
Oklahoma Bureau of Narcotics and Dangerous Drugs 3,616,418 3,762,276 145,858  4.0%
Pardon and Parole Board 2,292,454 2,466,681 174,227  7.6%
Department of Public Safety 90,416,790 95,709,377 5,292,587  5.9%
Supreme Court 17,300,000 17,291,099 -8,901  -0.1%
Workers Compensation Commission 1,500,000 2,746,647 1,246,647 83.1%
Workers' Compensation Court of Existing Claims 4,247,166 2,746,647 -1,500,519  -35.3%
TOTAL PUBLIC SAFETY & JUDICIARY 761,629,277 758,061,557 -3,567,720  -0.5%
Long Range Capital Planning Commission 45,000,000 0 -45,000,000 -100.0%
Ad Valorem Reimbursement Fund 25,523,000 0 -25,523,000 -100.0%
Rural Economic Action Plan 11,532,469 10,884,894 -647,575  -5.6%
[Total Appropriation 7,223,824,517 7,114,931,342 -108,893,174  -1.5%

ODOT-The agency also received $357.1 million and $416.8 million from the ROADS Fund in FY '14 and FY '15 respectively.
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General Obligation Bondsd Governmental Purpose

The Oklahoma Constitution requires thangral obligation bonds be approved
by a vote of the people and that the enabling law provide for the collection of a
direct annual tax sufficient to pay the debt as it comes due within tfigaty
years of issuance.

Voter-approved general obligation bdsare a fulfaith and credit obligation of

the State and carry a pledge by the State to make repayment of principal and
interest from any legally available source of funds. The only outstanding
governmentapurpose general obligation bonds of the Stateehbeen issued by

the Oklahoma Building Bonds Commission.

The outstanding governmerfalirpose, general obligations bonds of the State of
Oklahoma are secured initially by cigarette taxes. These aresupported
bonds

Self-Supporting General Obligaton Bonds &

Industrial Loans

The Oklahoma Industrial Finance Authority operates a vayp@roved general
obligation bond program under which the proceeds of the issues are used to make
industrial development loans. The State Constitution limits the anodganeral
obligation debt that can be outstanding at any time for this purpose to
$90,000,000. If the borrower fails to make payment under this program, the
ODFA will issue State general obligation bonds and use the proceeds to pay off
the loan. Generalbligation bonds have never been issued to pay obligations due
under this program.

The outstanding OIFA general obligation bonds are secured initially by the loan
repayments and then by OIFA reserves. These ardogeked, but not tax
supported bonds.
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General Obligation Bondsd Credit Enhancement

Reserve Fund Program

The Okl ahoma Devel opment Finance Author
authorized to incur general obligation indebtedness in an amount not to exceed
$100 million to provide creditupport for the Credit Enhancement Reserve Fund
(ACERFO0) Progr am. Al | or portions of i
program are guaranteed by CERF. The guarantee provides that general obligation
bonds will be sold, if needed, to make required deb¥ice payments.

The $100 million Constitutional authorization has been divided by statute, with
$60 million dedicated to the Pooled Business Financing Program and the Public
Facilities Financing Program and $40 million reserved for the Quality Jobs
Investment Program.

This general obligation bonding authority represents a contingent liability and,
as such, do not require any expenditure of State funds unless general obligation
bonds are issued. These are-teacked, but not tagupported bonds.

Lease Revenue Bonds

With statutory authorization, the Oklahoma Capitol Improvement Authority (the
AOCI A0) issues | ease revenue bonds and
and equipment. Security for the bonds is provided by a lease with the Stite enti

that occupies the facility or uses the equipment. The lease payments typically
come from appropriations made by the Oklahoma Legislature for that purpose.

The legal structure of these issues provides that the leases may be terminated in
the event suffiient appropriations are not received to make the required lease
payment. As a result, the Oklahoma Supreme Court has held that the OCIA lease
revenue bonds do not constitute a debt, as defined in the Oklahoma Constitution
and, therefore, do not require teo approval. The credit markets view OCIA

leaseb ac k e d obligations as slightly |l ess
obligation.

Most outstanding OCIA bonds are secured by annual appropriations to the
agency lessees (although a few pay from other agemages). Most of these are
tax-supported bonds.

Direct Agency and Higher Education Lease
Obligations

In addition to the bonds sold by the OCIA, a humber of other State agencies and
institutions of higher education have issued lease revenue obligéiamget

capital needs. Often, the annual lease payments are made by the State agencies
from the appropriation they receive for operations, without the need for an
increase in their budget to meet the lease requirement. In other cases, however,
the agencys given approval by the Legislature to enter into a lease purchase
agreement that requires an increase in the annual general revenue appropriation.
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In both cases, these leases may also be terminated in the event-of non
appropriation.

These lease obligaths are secured by a variety of agency or campus sources.
Some require appropriation support. These are a mix ofbtked and tax
supported bonds.

Regents for Higher Education Master Lease

Programs

In 2001, a master lease program was created to préidiee more efficient and
costef fective financing of equi pment
institutions of higher education. The Oklahoma Development Finance Authority
(the AODFAOQ) i ssues bonds for this pr
Oklahoma Regents for Higher Education and bylsalses with the participating
campuses. In the event the lessees do not make their required lease payments
from other sources, the State Regents
education apprajations to ensure timely payment of principal and interest on
the bonds.

In most cases, the participants use a dedicated campus revenue stream, such as
fees, user charges, or other income to make their lease payments. In 2006, the
master lease programa® expanded to include real property projects, resulting in
even greater savings for the campuses.

A list of projects to be funded through the master lease programs must be
submitted to the Oklahoma Legislature during the first week of the session each
year. The Legislature has 45 days to reject any or all projects on the list. If
projects are not disapproved within that period, they are deemed approved.

The outstanding ODFA master lease bonds are secured initially by various fees,
user chargers, and x@nues. These are tépacked, but not tagupported bonds.

General Revenue Bondsd OU and OSU

The University of Oklahoma and Oklahoma State University have statutory
authority to issue General Revenue Bonds, secured by any generally available
revenuesexcluding only appropriated tax dollars and other specifically restricted
funds. This security pledge allows OU and OSU to access the credit markets at
very favorable interest rates. Any projects expected to be funded using this type
of debt must be subméid to the Legislature for review each year. If the
Legislature does not reject a project, it is deemed approved 45 days after the
submission.

These are revenue bonds secured by all general revenues of the universities,
except appropriated tax dollars drcertain restricted funds. These are neither
tax-backed, nor tassupported bonds.
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Revenue Bondsd Multiple Issuers

Many State entities generate revenues from their operations and can, with proper
statutory authority, issue bonds secured by their progra system casfiows.
Examples of these are: the Oklahoma Turnpike Authority; Grand River Dam
Authority; Oklahoma Municipal Power Authority; Oklahoma Student Loan
Authority; Oklahoma Housing Finance Agency; and the Oklahoma Water
Resources Board.

While some of these entities issue bonds for capital purposes, others use bond
proceeds to make loans in keeping with their program purpose. In either case,
investors in these revenue bonds look to the cash flow of the operation rather
than the State generavenues, for security. The legal documents describing the
security behind these bonds make it clear that they are not an obligation of the
State of Oklahoma.

State Capitol Bonds

In 2010, the condition of the Oklahoma State Capitol had deteriorated to the
point that scaffolding had to be erected over the south entrance to protect persons
entering and exiting the building from falling limestone and other building parts.

In 2013, the Legislature enacted a measure (HB 2032) which combined an
income tax rateeduction with earmarking of income tax revenues for repairs to
the Capitol. The Oklahoma Supreme Court ruled that this measure violated the
constitutional requirement that each bill embrace a single subject.

In 2014, the Legislature enacted a secom@snre (HIJR 1033) which authorizes

the Oklahoma Capitol Improvement Authority to issue bonds in an amount up to
$120 million to renovate, repair and remodel the Capitol. The State Capitol
Repair Expenditure Oversight Committee, consisting of six legrslatod three
gubernatorial appointees, was also created to prepare and approve a project
programming plan, with a preliminary plan to be delivered to the Director of the
Office of Management and Enterprise Services by December 31, 2014, and a
final plan byJune 30, 2015.

20 Oklahoma Senate Overview of State Issues



Bonds

Oklahoma Senate Overview of State Issues 21



