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Chérheagne, Rick

" From: Hoadley, Frank
Sent: Monday, January 27, 2003 5:04 PM
To: Champagne, Rick
Subject: Tobacco Redux
 Rick -

Now for something different.

Please draft legislation for inclusion in the budget bill that will allow the State to sell an enterprise revenue bond issue for
the purpose of purchasing bonds previously issued by BTASC.

As a place holder, the authorized amount of the bond issuance will be $1.6 billion.

The items under E. in Dave Reicher’s drafting instruction are for information only. For the time being, we are not drafting
in a special fund revenue bond backing. | have hand-drawn flowcharts that | will need to fax to you.

There needs to be an additonal provision in the draft that directs savings realized through the program:

One half of the savings to H&FS for tobacco cessation grants (my understanding is the Tobacco Control Board is
being eliminated in other budget drafts).

One half of the savings to the Budget Stabilization Fund.
| will be surprised if you do not have quest'ions.

Frank Hoadley 6-2305



DRAFTING INSTRUCTIONS RELATING TO THE AUTHORIZATION OF REVENUE
OBLIGATIONS (ENTERPRISE OBLIGATIONS) TO FINANCE THE ACQUISITION OF
TOBACCO SETTLEMENT ASSET-BACKED BONDS OF BADGER TOBACCO ASSET
SECURITIZATION CORPORATION

L Purpose

Badger Tobacco Asset Securitization Corporation (“BTASC”) is a Wisconsin
nonstock corporation organized by the secretary of the department of administration pursuant to
s. 16.63(3) for the purpose of acquiring all of the state’s right, title, and interest in, to and under
certain tobacco settlement revenues of the state as defined in s. 16.63(1)(c). BTASC issued
$1.59 billion of its Tobacco Settlement Asset-Backed Bonds (the “BTASC Bonds™) on May 23,
2002 and used the proceeds to purchase those tobacco settlement revenues from the state. In
addition to cash, BTASC issued a residual certificate to the state in consideration for the
purchase price of the tobacco settlement revenues. Because of the large supply of tobacco
settlement bonds nationwide, pricing discrepancies exist between BTASC Bonds and revenue
obligations that may be issued by the state. The legislation authorizes (a) the establishment of a
tobacco settlement bond purchase program by the department of administration to acquire
BTASC Bonds, (b) the issuance by the building commission of revenue obligations in an amount
upto $ to fund the program, and (c) the payment of the principal of and
interest on the revenue obligations, and other related costs to manage and operate the program,
from the revenues of the program, including pnnc1pally revenues received from the BTASC
Bonds purchased by the program.

II. Proposed Legislation

A. Create a new section in chapter 16 authorizing the tobacco settlement bond

purchase program and the tobacco settlement bond purchase program revenue
obligations.

1. Establish a tobacco settlement bond purchase program to be administered
by the department of administration to purchase all or a portion of the
outstanding BTASC Bonds.

2. Include a finding by the legislature that the program is deemed by the
legislature to be likely to produce sufficient net income to pay when due
the principal and interest of revenue obligations to be issued in connection
therewith and thus constitutes a “revenue-producing enterprise” or
“program” as provided in s. 18.51(6)

3. Authorize the funding of the program with the proceeds of revenue
obligations issued subject to and in accordance with subch. II of ch. 18.
The secretary of administration shall establish the requirements for the
amount of program funds, subject to a maximum amount of $
as provided in s. 18.53(3).

001.1365299.



001.1365299.

Create a separate nonlapsible trust fund designated the tobacco settlement
bond purchase program repayment fund consisting of all revenues
received in repayment of BTASC Bonds purchased under the program,
and any other revenues dedicated to it by the department of administration.
The department shall have all powers necessary and convenient to
distribute the proceeds of the revenue obligations and BTASC Bond
repayments in accordance with subch. II of ch. 18. Include specific
authority for the department to enter into agreements and ancillary
arrangements in connection with a tender offer for, and the purchase of,
the BTASC Bonds without any competitive bidding requirements.

Revenue obligations issued under this section shall not exceed
$ in principal amount, excluding obligations to
refund outstanding revenue obligation bonds and notes.

Except as may otherwise be expressly provided in resolutions authorizing
the issuance of revenue obligations, each issue of revenue obligations shall
be on a parity with every other revenue obligation issued under this
section, payable in accordance with subch. II of ch. 18, subject only to any
agreements with holders of particular revenue obligations pledging any
particular receipts or revenues.

Provide for a moral obligation of the state pursuant to s. 18.61(5) (or
consider whether it should be in the form of a reserve fund replenishment
similar to the stadium district or WHEDA. ss. 229.74; 234.15).

Provide that, notwithstanding ss. 18.561(5) and 18.57(3), moneys in the
tobacco settlement bond purchase program redemption fund and the
tobacco settlement bond purchase program repayment fund may be
invested in any investments permitted in s. [[ 11 (or consider
amending these sections to expand the list of permitted investments for all
revenue obligation bonds).

Address other changesfor subch. I of ch. 18.

1.
2.

Amend s. 18.51 by adding a reference to s. 18.11(12).

Amend the first sentence of s. 18.561(3) by deleting the word “and”
immediately following the last semicolon; deleting the words “, and shall
provide that the revenues be set aside in separate funds.” and inserting the.
following in lieu thereof: “; and the proportion of the revenues that shall

be available for other purposes, and shall provide that the revenues be set
aside in separate funds.”

Amend the second sentence of s. 18.561(3) by deleting “At any time after
one year’s operation,” and inserting the following in lieu thereof: “Subject
to the provisions and covenants of the authorizing resolution, at any time
after one year’s operations,”.



4. ‘Other changes being discussed in connection with security interest priority
and UCC Article 9.

C. Create necessary appropriations in and out of the various funds established in the
new section authorizing the revenue obligations.

1. To/from the s. 18.57(1) fund

2. To/from the tobacco settlement bond purchase program repayment fund

3. To/from the tobacco settlement bond purchase program redemption fund

4. Investment exchange agreerhent payments into/out of the repayment fund?
D. Consider whether any proposed contractual arrangements requzre additional

authority beyond s. 18.06(8).

E. Please note the following in reviewing this draft:
1. | Authorization already exists for:
a. Purchase of bond insurance
b. Negotiated sale, at any price
c; Variable rate or fixed rate
d. Redemption provisions
e. Use of corporate trustee

2. This draft does not provide for:

a.

b.

001.1365299.

Special fund obligations

Sale of the BTASC residual certificate

Monetization and immediate realization of the discount on the
BTASC Bonds
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AN Act ...; relating to: the budget.

Analysis by the Legislative Reference Bureau
STATE GOVERNMENT *

STATE FINANCE

In 2002, a nonstock corporation organized by the secretary of administration,
called the Badger Tobacco Asset Securitization Corporation (BTASC) entered into an
arrangement with the state to issue bonds secured by payments owed the state under
the Attorneys General Master Tobacco Settlement Agreement of November 23, 1998.
To date, approximately $1,567,000,000 in such bonds have been issued.

This bill creates a program, to be administered by DOA‘f to purchase any of the
outstanding bonds issued by BTASC. Under the bill, the Building Commission may
issue revenue obligations in an amount up to $1,600,000,000"to purchase bonds

¥ issued by BTASC. The principaljand interest on the revenue obligations issued by

the Building Commission are to be secured by principal and interest payments

received from the bonds issued by BTASC and purchased by the state. In addition,

the bill contains a moral obligation pledge in which the legislature expresses its

expectation and aspiration that, if to e BTASC boond principal and interest payments

& are insufficient to pay the principal and interest ok the revenue obligations issued by

the Building Commission, the legislature will make ax appropriation from the
general fund sufficient to pay the principa{’gnd interest %x the obligations.

3138
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. For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 16.523Jof the statutes is created to read:
16.523 Purchase of bonds issued by the Badger Tobacco Asset
Securitization Corporation; revenue obligations. (1) There is established a

J
tobacco settlement bond purchase program, to be administered by the department,

to purchase any bonds issued by the Badger Tobacco Asset Securitization

Corporation. The legislature finds and determines that the tobacco settlement bond
purchase program is likely to produce sufficient net income to pay when due the

[+ OIJ
principal pn,{ and interest wf)(revenue obligations issued by the state to make the

purchase and, thereby, constitutes a revenue—producing enterprise or program, as

defined in s. 18.52 (6).J

(2) From the net proceeds of revenue obligations issued under this section and
deposited ig:a fund in the state treasury created under s. 18.57 (1){ the department
shall purchase any bonds issued by the Badger Tobacco Asset Securitization
Corporation, as determined by the department.

(3) The department shall have all powers necessary and convenient to
distribute the proceeds of the revenue obligations issued under this section in

accordance with subch. IIJof ch. 18.‘/

(4) The department may enter into agreements with the federal government
or its agencies, political subdivisions of this state, individuals, or private entities to

insure, or in any other manner provide, additional security for the revenue

obligations issued under this section.
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SECTION 1

(5) (a) Subject to the limitation under par. (b)J, the building commission may
contract revenue obligations under this subse‘cj:tion in the maximum amount that the
building commission believes can be fully paid on a timely basis from moneys
received or anticipated to be received.

(b) Revenue obligations issued under this subsection may not exceed
$1,600,000,00JO in principal amount, excluding any obligations that have been
defeased under a cash optimization program administered by the building
commission. In addition to this limit on principal amount, the building commission
may contract revenue obligations as the building commission determines is desirable
to fund or refund outstanding revenue obligations issued under this segtion, to pay
issuance or administrative expenses, to make deposits to Jreserve funds, to pay
accrued or capitalized interest, or to pay the costs of credit enhancement.

(6) TUnless otherwise expressly provided in resolutions authorizing the
issuance of revenue obligations under this secti{)n or in other agreements with the
owners of revenue obligations, each isque of revenue obligations under this seétion
shall be on a parity with every other revenue obligation issued under this sec\{:ion and
in accordance with subch. IIJof' ch. 18.J

. (?7) As determined by the building commission, any moneys deposited ir?the
tobacco settlement bond purchase program repayment fund that are not required for

ret\rain
@}é\ggtn{n\lgg/df evenue obligations and providing for reserves and for operations

relating to the management and retirement of revenue obligations issued under this
section are transferred to the general fund.

(8) Recognizing its moral obligation to do so, the legislatﬁre expresses its
expectation and aspiration that, if the funds in the tobacco settlement bond purch jse

program repayment fund are insufficient to pay the pnn01ana§d 1nteresYVﬁ the
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revenue obligations issued under subch. II of ch. 18 pursuant to this section, the
legislature ?all make an appropriation from the general fund sufficient to pay the
principay:nd interest on the obligations.

SECTION 2. 18.51 of the statutes is amended to read:

18.51 Provisions applicable. The following sections apply to this
subchapter, except that all references to “public debt” or “debt” shall be read to refer

to a “revenue obligation” and all references to “evidences of indebtedness” shall be

read to refer to “evidences of revenue obhgatlon ss. 18.02, 18.03, 18.06 (8), 18.07,

18.10 (1), (2), (4) to (9)&%19@%@44 and 18.17.

History: 1977 c. 29; 1991 a. 39; 1999 a. 9,

SECTION 3. 18.561 (3) of the statutes is amended to read:

18.561 (3) DEDICATION OF REVENUES. As accurately as possible in advance, the
commission end the state department or agency carrying out program
responsibilities for which enterprise obligations are to be issued shall determine, and
the commission shall fix in the authorizing resolution for such enterprise obligations:
the proportion of the revenues of the revenue-producing enterprise or program
which shall Be necessary for the reasonable and proper operation and maintenance
thereof; the proportion of the revenues which shall be set aside as a proper and
adequate replacement and reserve fund; and the proportion of the revenues Whlch

+ N
0 ol
shall be set aside and applied to the payment of the pr1nc1pallaﬁ 1nterest /the

enterprise obligations;; and the proportion of the revenues y_h_w shall be available for

other purposes, and shall provide that the revenues be set aside in separate funds.

At Subject to the provisions and covenants of the authorizing resolution, at any time

after one year’s operation, the state department or agency and the commission may

recompute the proportion of the revenues which shall be assignable under this
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SECTION 3

subsection based upon the experience of operation or upon the basis of further

financing.

History: 1999 a. 9 ss. 133 to 141; 2001 a. 16.

SECTION 4. 20.505 (1) (te)Jof the statutes is created to read: .

20.505 (1) (te) Revenue obligation proceeds to purchase any bonds issued by the
Badger Tobacco Asset Secﬂritization Corpér;ation. As a continuing appropriation, all
proceeds from revenue obligations that are issued under subch. II of ch. 18,J

40
authorized under s. 16.523{ and deposited ir}\a fund in the state treasury created

. A I
under s. 18.57 (1), to purchase any bonds issued by the Badger Tobacco Asset

Securitization Corporatioh, as determined by the department, and to provide for
reserves and for expenses of issuance, and the remainder to be transferred to the
tobacco settlement bond purchase program repayment fund. Estimated

v
disbursements under this paragraph shall not be included in the schedule under s.

20.005./

SECTION 5. 20.505 (1) (tm)l of the statutes is created to read:

20.505 (1) (tm) Tobacco settlement bond purchase program repayment fund —
revenue obligation repayment and payment of certain expenses. From the tobacco
settlement bond purchase program repayment fund, a sum sufficient to pay the
separate and distinct fund in the state treasury under s. 18.561 (5)Jthe amount
needed to retire revenue obligations issued under subch. IIJof ch. 18‘,/ as authorized

{ A0 pay
under s. 16.523, and Mi&g@y;m.en;.f/éxpenses related to the management of the

revenue obligations and interest rate exchange agreement payments, and for the

- remainder to be trénsferred to the geheral fund. Estimated disbursements under

/ .
this paragraph shall not be included in the schedule under s. 20.005.

{
SECTION 6. 20.505 (1) (tr) of the statutes is created to read:



éOOS — 2004 Legislature -6- LRB-1797/1
v RAC........

'SECTION 6

20.505 (1) (tr) Debt service on revenue obligations dséd to purchase bonds issued

by the Badger Tobacco Asset Securitization Corporatiorz . From the fund in the state
treasury created under s. 18.561 (5){ all moneys received by the fund for the
retirement of revenue obligations issued under subch. IIJ of ch. 18,/ as authorized
under s. 16.523./ All moneys received by the fund are irrevocably appropriated in
accordance with subch. II/of ch. 18/and further established in resolutions authorizing
the issuance of the revenue obligations and setting forth the distribution of funds to

be received thereafter. Estimated disbursements under this parag‘x(aph shall not be

J

included in the schedule under s. 20.005.
J o
SECTION 7. 25.17 (1) (th) of the statutes is created to read:

25.17 (1) (th) Tobacco Settlement bond purchase program repayment fund (s.

. U
25.575);

SECTION 8. 25.575 of the statutes is created to read:

25.575 Tobacco settlement bond purchase repayment fun(\i,. There is
created a separate nonlapsible trust fund, known as the tobacco settlement bond
purchase program repayment fund, consisting of all moneys transferred to the fund
under s. 20.505 (1) (te))

(END)
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Frank Hoadley:

Attached is the draft creating the revenue-producing enterprise or program to
purchase bonds issued by the Badger Tobacco Asset Securitization Corporation. Aswe
discussed on Tuesday, it will be necessary for bond counsel to review the proposal as
quickly as possible ih6rde¥ to ensure its inclusion in the biennial budget bill. The only
item I have not specifically addressed in the draft is the changes to the authorized
investment options for the repayment and redemption funds. Also, please note that

I was unsure,(v?r at to do about the security interest priority issue and the scope of UCC
Article 9. Please advise.

Rick A. Champagne
Senior Legislative Attorney
. Phone: (608) 266-9930
E-mail: rick.champagne@legis.state.wi.us
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Frank Hoadley:

Attached is the draft creating the revenue—producing enterprise or program to
purchase bonds issued by the Badger Tobacco Asset Securitization Corporation. As we
discussed on Tuesday, it will be necessary for bond counsel to review the proposal as
quickly as possible to ensure its inclusion in the biennial budget bill. The only item I
have not specifically addressed in the draft is the changes to the authorized investment
options for the repayment and redemption funds. Also, please note that I was unsure

as to what to do about the security interest priority issue and the scope of UCC Article
9. Please advise.

Rick A. Champagne

Senior Legislative Attorney

Phone: (608) 266—9930

E-mail: rick.champagne@legis.state.wi.us
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Frank Hoadley:

Attached is the draft creating the revenue-producing enterprise or program to
purchase bonds issued by the Badger Tobacco Asset Securitization Corporation. As we
discussed on Tuesday, it will be necessary for bond counsel to review the proposal as
quickly as possible to ensure its inclusion in the biennial budget bill. The only item I
have not specifically addressed in the draft is the changes to the authorized investment
options for the repayment and redemption funds. Also, please note that I was unsure
as to what to do about the security interest priority issue and the scope of UCC Article
9. Please advise.

Rick A. Champagne

Senior Legislative Attorney

Phone: (608) 266-9930

E-mail: rick.champagne®@Iegis.state.wi.us
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DOA......Hoadley — Revenue obligation program to purchase Tobacco
Settlement Asset-Backed Bonds

FOR 2003-05 BUDGET — NOT READY FOR INTRODUCTION

1 AN AcCT ... relating to: the budge /@

Analysis by the/Legisfative Reference Bureau
STATE GOVERNMENT

ATE FINANCE

In 2002, a nonstock corppragion organized by the secretary of administration,
called the Badger Tobacco Asget $ecuritization Corporation (BTASC) entered into an
arrangement with the state tp igsue bonds secured by payments owed the state under
the Attorneys General Master Tobacco Settlement Agreement of November 23, 1998,
To date, approximately $1,547,000,000 in such bonds have been issued.

N\ This bill creates a program, to be administered by DOA, to purchase any of the
outstanding bonds issued by BTASC. Under the bill, the Building Commission may
issue revenue obligations in an amount up to $1,600,000,000 to purchase bonds
issued by BTASC. The principal of and interest on the revenue obligations issued by
the Building Commission are to be secured by principal and interest payments
& \.x-fo\ received from the bonds issued by BTASC and purchased by the state. In addition,
Q(l)' @‘" the bill contains a moral obligation pledge in which the legislature expresses its
Qh\ expectation and aspiration that, if the BTASC bond principal and interest payments
are insufficient to pay the principal of and interest on the revenue obligations issued
by the Building Commission, the legislature will make an appropriation from the

general fund sufficient to pay the principal of and interest on the obligations.

<
(';Z’
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For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The peaple of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 16.523 of the statutes is created to read:

16.523 Purchase of bonds issued by the Badger Tobacco Asset
Securitization Corporation; revenue obligations. (1) There is established a
tobacco settlement bond purchase program, to be administered by the department,
to purchase any bonds issued by the Badger Tobacco Asset Securitization
Corporation. The legislature finds and determines that the tobacco settlement bond
purchase program is likely to produce sufficient net income to pay when due the
principal of and interest on revenue obligations issued by the state to make the

purchase and, thereby, constitutes a revenue-producing enterprise or program, as

defined in s. 18.52 (6). )/

(2) {From the net proceeds of revenue obligations issued under this section and
deposited into a fund in the state treasury created under s. 18.57 (1), the department

shall purchase any bonds issued by the Badger Tobacco Asset Securitization

Corporation, as determined by the department.

The department shall have all powers necessary and convenient to

distribute #fie proceeds B the revenue obligations issued under this section in

accordance with subch. II of ch. 18. ( wdl the revenues From the

tobacco settlemtnt oovcl purchate.
(4) The department may enter into agreements with the federal governmen, program

or its agencies, political subdivisions of this state, individuals, or private entities t!

insure, or in any other manner provide, additional security for the revenue

obligations issued under this section.

and

W sk



“(\90\ 7 defeased under a cash optimization program administered by the building
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SECTION 1

1 - (5) (@ Subject to the limitation undef par. (b), the building commission may
contract revenue obligations under this sabsection in the maximum amount that the

building commission believes can be fully paid on a timely basis from moneys

“om t ‘obaco uﬂw%@
benal purchace Preenama .

2
3
4 received or anticipated to be received
5
6

$1,600,000,000 in principal amount, excluding any obligations that have been

commission. In addition to this limit on principal amount, the building commission

9 may contract revenue obligations as the building commission determines is desirable

10 / to fund or refund outstanding revenue obligations issued under this section, to pa

issuance or administrative expenses, to make deposits to reserve funds, to P

12 ccrued or capitalized interest, or to pay the costs of credit enhancement.

13 (6) Unless otherwise expressly provided in resolutions authorizing the

14 issuance of revenue obligations under this section or in other agreements with the

15 owners of revenue obligations, each issue of revenue obligations under this section

16 shall be on a parity with every other revenue obligation issued under this section and

17 in accordance with subch. II of ch. 18.

18 (7) As determined by the building commission, any moneys deposited into the

19 tobacco settlement bond purchase program repayment fund that are not required for

20 retiring revenue obligations and providing for reserves and for W
21 o-the-manasement.a stirement-of-revenus - od-under-this-seetion

22 are transferred to the general fund.

23 (8) Recognizing its moral obligation to do so, the legislature expresses its
24 expectation and aspiration that, if the funds in the tobacco settlement bond purchase
25 program repayment fund are insufficient to pay the principal of and interest on the

a’v:c\\\unl R
Sutha m
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SEcCTION 1

revenue obligations issued under subch. II of ch, 18 pursuant to this section, the

legislature shall make an appropriation from the general fund sufficient to pay the

principal of and interest on the obligationy/. or to t’e?\e nish a rese
Fund, f eppheable.
SECTION 2. 18.51 of the statutes is amended to read:

18.51 Provisions applicable. The following sections apply to this
subchapter, except that all references to “public debt” or “debt” shall be read to refer
to a “revenue obligation” and all references to “evidences of indebtedness” shall be
read to refer to “evidences of revenue obligation”™: ss. 18.02, 18.03, 18.06 (8), 18.07,
18.10 (1), (2), (4) to (9) and, (11),_.and (12). and 18.17.

SEcTION 3. 18.561 (3) of the statutes is amended to read:

18.561 (3) DEDICATION OF REVENUES. As accurately as possible in advance, the
commission and the state department or agency carrying out program
responsibilities for which enterprise obligations are to be issued shall determine, and
the commission shall fix in the authorizing resolution for such enterprise obligations:
the proportion of the revenues of the revenue-producing enterprise or program
which shall be necessary for the reasonable and proper operation and maintenance
thereof; the proportion of the revenues which shall be set aside as a proper and
adequate replacement and reserve fund; and the proportion of the revenues which
shall be set aside and applied_ to the payment of the principal of and interest of on
the enterprise obligationg; anfl the proportion of the revenues which shall be

available for other purposes, And shall provide that the revenues be set aside in

separate funds. At Subjecf to the provisions and covenants o e_authorizing

resolutjon, at any time afte > one year'’s operation, the state department or agency and

the commission may regompute the proportion of the revenues which shall be

:v\(L racksdad anc\\lﬁ:] Qag‘mu\*s authorizedd
2o bt pand. £vam sGon Moy A5
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assignable yrider this subsection based upon the experience of operation or upon the

basis of further financing. @"HTL accounts main kned ,oSI a -l:ruska,

ECTION 4. 20.505 (1) (te) of the statutes is created to read:

20.505 (1) (te) Revenue obligation proceeds to purchase any bonds issued by

deposi
s23(2), J '
8.57 (1),Jto purchase any bonds issued by Badger Tobacco Asset

1)
‘ lding CommigSion y
@ and the remainder to be transferred to the

disbursements under this paragraph shall not be included in the schedule under s.

2lafing to vevonue Xdoligabas issud Provide fou reserves A
uwnder subcu. I oF ch (8, as auwtnorized e vo.c.¥
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treasuryqcreated under s. 18.561 (5))all moneys received by the fund for the

retirement of revenue obligations issued under subch. II of ch. 18, as authorized

under s. 16.523) All moneys received by the fund are irrevocably appropriated in

accordance with subch. II of ch. 18 and further e ed in resolutions authorizing
uvtlin $16eS23

the issuance of the revenue obligationd and's tribution of funds to

be received thereafter. Estimated disbursements under this paragraph shall not be

included in the schedule under s. 20.005.

SECTION 7. 25.17 (1) (th) of the statutes is created to read:

25.17 (1) (th) Tobacco settlement bond purchase program repayment fund (s.
25.575);

SECTION 8. 25.575 of the statutes is created to read:
25.575 Tobacco settlement bond purchase epayment fund. There is
created a separate nonlapsible trust fund, known as the tobacco settlement bond

purchase program repayment fund, consisting of all moneys transferred to the fund

under s. 20.505 (1) (te).

(END)
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7 Updated 01-02 Wis. Stats. Database
UNOFFICIAL TEXT

‘obligstighs. The revenue obligations shall maturg,at
f any timé not:exceeding; om the date thereof as the com-
shall determine, obliga

_mission
nly

Ipls

Fastatement o thiat % A revenue obhgah may ’
sion authorizing redemption, in whole or in part, at stipulated
prices, at the option of the commission and shall provide the
method of redeeming the revenue obligations.

History: 1977 c. 29; 1979 ¢. 34, 155; 1989 a, 31, 46; 1999 2. 9.

A foderal provision subjecting inlerest on uaregistered
eral income tax does not violate the 10th amendment or the intergovermnmen
jmsapity doctrine. South Carolin v. Baker, 485 U.S. 505 (1988).

-/ Enterprise obligations,..(1) PAYMENT wITH REVE-
BLIGATIONS. The state and a contracting party may provide,
in any contract for purchasing or acquiring a revenue-producing
enterprise or program, that pavment sha ade in e
obligations, s SPCQ

ject

# full of the principal
aand interest g

s been made, as pro-
of such enterprise
: inf dquity protect and enforce the
lien apd-coffipel performance of all duties required by this section.
tfere is any default in the payment of the principal or interest of
any of such enterprise obligations, any court having jurisdiction
of the action may appoint a receiver to administer the revenue—
producing enterprise or program on behalf of the state and the
owners of the enterprise obligations, with power to charge and
collect rates sufficient to provide for the payment of the operating
expenscs and also to pay any enterprise obligations outstanding
against the revenue-producing enterprise or program, and to
apply the income and revenues thereof in conformity with this
subchapter and the authorizing resolution, or the court may
declare the whole amount of the enterprise obligations due and
payable, if such relief is requested, and may order and direct the
sale of the cing enterprise or program. Under any
sale so ordered, the purchaser shall be vested with an indetermi-
nate permit to maintain and operate the revenue-producing enter-
prise or program. The legislature may provide for additions,
extensions and improvements to a re ing enterprise
or program to be financed by additional issues of enterprise
obligations as provided by this section. Such additional issues of
enterprise obligations shall be subordinate to all prior related
issues of enterprise obligations which may have been made ynd;
is section, unless gislature, fi The sta i

ties for which enterprise obliga-

" tions are to be issyed ,and the commission shall fix s:
shons aro 1o be isey %k‘u et

proportion of the revenues revenue-producing enterprise or
program which shall be necessary for the reasonable and proper
operation and maintenance thereof; the proportion of the revenues
which shall be st aside as a proper and adequate replacement and
reserve fund; and the proportion of the revenues which shall be set
aside and applied to the payment of the principal and interest of
the enterprise obligations, and shall provide that the revenues be
set aside in separate funds. Atany.time after one year’s operation,
the state department or agency and the commission may recom-
pute the proportion of the revenues which shall be assignable

e,. ot in'aii account maintaincd by a istss appoint
-in:theauthorizing resolution tobe identified aé™the ...

STATE DEBT 18.561

fider this subsection based upon the experience of operation or
ipon the basis of further financing.
Y- REMACEREN RESERVE. FUND...:The proportion set
teserve fund shall be available and
ry, 0 restore any deficiency:in the ;.
redenmptio yment of the principal and interest due
prizenterprise obﬁgﬁﬁ 18 aid for thie creation and maintenance of
any reserves established by the authorizing resolution to secure
such payments. At any time when the redemption fund is suffi-
;i:; for 5:3,] purposes, mo;!eys in the replacement and reserve
may, subject to.availab e-appropriations, be expended either
ve-producing

an

in the reveriu ing eriterprise or program or in new acquisi-
tions, constructions, extensions, additions, expansions or
impmvmts._‘_ Any accumulations dqo;{ themreplacement and
reserve iy:be.dnvested s provided in this subchapter, and
if invested, the incomé from the investment shall be carried in the
replacement and reserve fund.

of the principal and interest on the enterprise

{5) Repiwrn
for the payment-

 obligations shall from month to month as they accrue and are

received, be set apart andpmdmﬁggsepame fund in the treasury,

from time to time on hand therein are irrevocably appropriated, in
sums sufficient, auily for the payment of principal and interest on-
i Soe bii l'r PN tbit ‘l et s ";’ﬂue

upon redemption of any such obligations, and for. other’ obliga-gase . -

tions that are secired by the property or inicorii, oiboth, of the
eiiférprise or program. Moneys in the redemption funds may be
commingled only for the purpose of investment with other public
funds, but they shall be:invested i
pewmitted in s5.:25,17/(3):(de):2All such investments shall be the
exclusive of the fund and all eamnings on or income from
such investments shall be credited to the fund.

(6) REDEMPTION FUND SURPLUS, Ifany surplug is accumulated
in any of the redemption funds, subject to any contract rights
vested in owners of enterprise obligations secured thereby, it shall
be.paid-over to.the treasury.

(7) PAYMENT FOR SERVICES. The reasonable cost and value of
any service rendered to the state by a revenue-producing enter-
prise or program shall be charged against the state and shall be
paid for by it in periodic installments, subject to available
appropriations.

{8) RATES FOR SERVICES. The ratés forall services reridered by
a revenue-producing enterprise or program to the state or 1o other
consumers, shall be reasonable and just, taking into account and
consideration the value of the services, the cost of maintaining and
operating the same, the proper and necessary allowance for

9depreciation replacement and reserve, and a sufficient and ade-

quate return upon the capital invested.

(9) AUTHORIZING RESOLUTION. The commission may provide
in the authorizing resolution for enterprise obligations or by sub-
sequent action all things necessary to carry into effect this section.
Any. suthorizing resolutionshill constitute a contract with the

Fernis-ofatly enterpfise Obligations issued roiant t6 the resoliy
tion. . Any authorizing resplution may contain such provisions or-;
covenants, without limiting thie. generality of the power to adopt
the résolution, & are deemed necessary or desirable for thie secu-.
ity bf the owners of envesprise sbligations or the marketabiitysf *

(10) SINKING FUND, The authorizing resolution may set apait.
enterprise obligations the par value of which are equal to the prin-
cipal amount of any secured obligation or charge subject to which
a revenue-producing enterprise or program is to be purchased or
acquired, and shall set aside in a sinking fund from the income of
the revenue-producing enterprise or program, a sum sufficient to
comply with the requirements of the instrument creating the secu-

Unofficial text from 01-02 Wis. Stats. database. Sse printed 01-02 Statutes and 2003 Wis. Acts for official taxt under s. 35.18
(2) stats. Report errors to the Revisor of Statutes at (608) 2662011, FAX 2646978, emall bruce.munson@legis.state.wi.us

invested only in investment instraments = v



Riders for LRB-1797/1
Rider 2:

(2) The net proceeds of revenue obligations issued under subch. II of ch. 18, as authorized
under this section, shall be deposited in a fund in the state treasury, or an account maintained by
a trustee, created under s. 18.57(1). Those moneys shall be applied for ancillary payments and
the provision of reserves, as determined by the building commission, and for the purchase by the
department of any bonds issued by Badger Tobacco Asset Securitization Corporation, as
determined by the department, and any remainder shall be paid into the tobacco settlement bond
purchase program redemption fund created under s. 18.561(5).

+ Frank should understand that this wording does not provide for a transfer up front to
the general fund.

Rider 3:

(b) The requirements for funds for the tobacco settlement bond purchase program to be paid
from revenue obligations issued under this section shall be determined by the secretary of
administration, but shall not exceed [[$1,600,000,000]]* to purchase, acquire, conduct, control,
operate or manage the tobacco settlement bond purchase program [[, plus any amounts required

for ancillary payments and the establishment of reserves as determined by the commission in the
authorizing resolution]]**.

* My only question is whether we are sure this will be enough to pay principal and
accrued interest on the BTASC Bonds in connection with a tender offer. It may make
sense for Frank to build in a larger number just to be sure.

** This language is unnecessary assuming changes we will be separately sending to you
for 5.18.53(4) are made; those changes will effectively say the same thing,

Rider 18.561-1

and other persons specified in the authorizing resolution providing for the issuance of the
particular enterprise obligations.

Rider 18.561-2

, and other obligations specified in the authorizing resolution providing for the issuance of the
particular enterprise obligations,

001.1370739.2



Rider 18.561-3

The lien or security interest for the benefit of the owners of the enterprise obligations and other
persons specified in the authorizing resolution providing for the issuance of the particular

enterprise obligations shall have priority over all conflicting security interests in the income and
property of the revenue-producing enterprise or program.

Rider 18.561-4

in the statute authorizing a particular issue of enterprise obligations, or the authorizing resolution
providing for the issuance of a particular enterprise obligation, permits the issue of additional
enterprise obligations or other obligations on a parity therewith or senior thereto.

001.1370739.2
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For 2003-05 BUDGET — NoT READY FOR INTRODUCTION
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AN ACT C’ Nelatlng to: the budget.

Analysis by the Législative Reference Bureau
STATE GOVERNMENT

STATE FINANCE

In 2002, a nonstock cgrporation organized by the secretary of administration,
called the Badger Tobacco/Asset Securitization Corporation (BTASC) entered into an
arrangement with the state to issue bonds secured by payments owed the state under
the Attorneys General Master Tobacco Settlement Agreement of November 23, 1998.
To date, approximately($1,567,000;80% in such bonds have been issued.

This bill creates a program, to be administered by DOA, to purchase any of the
outstandlng bonds issued by BTASC. Under the bill, the Building Commission may
issue revenue obligations in an amount up to $1,600,000,000 to purchase bonds
issued by BTASC. The principal of and interest on the revenue obligations issued by
the Building Commission are to be secured by principal and interest payments
received from the bonds issued by BTASC and purchased by the state. In addition,
the bill contains a moral obligation pledge in which the legislature expresses its
expectation and aspiration that, if the BTASC bond principal and interest payments
are insufficient to pay the principal of and interest on the revenue obligations issued
by the Building Commission, the legislature will make an appropriation from the
general fund sufficient to pay the principal of and interest on the obligations.

RAC :WIjtff W
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For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 16.523 of the statutes is created to read:

16.523 Purchase of bonds issued by the Badger Tobacco Asset
Securitization Corporation; revenue obligations. (1) There is established a
tobacco settlement bon‘(/i purchase program, to be administered by the department,
to purchase any bonds issued by the Badger Tobacco Asset Securitization
Corporation. The legislature finds and determines that the tobacco settlement bond
purchase program is likely to produce sufficient net income to pay when due the
principal of and interest on revenue obligations issued by the state to make the

v
purchase and, thereby, constitutes a revenue—producing enterprise or program, as

defined in s. 18.52 (6).

proceeds of revenue obligations issued under this section and

ion

orporation, as detérmined by the department

L};l}‘\serf 2.—-/6")

M) The department shall have all powers necessary and convenient to

16
17
18
19
20
21

distribute. the proceeds of the revenue obligations issued under this section in
accordance with subch. II of ch. 18.

(4) The department may enter into agreements with the federal government
or its agencies, political subdivisions of this state, individuals, or private entities to
insure, or in any other manner provide, additional security for the revenue

obligations issued under this section.

Hu revenues fyom Hu 4obacco sertomant band
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(5) (a) Subject to the limitation under par. (b), the building commission may

contract revenue obligations underthis fidbsection in the maximum amount that the
building commission believes can bg fully paid on a timely basis from moneys

received or anticipated to be receive

10
11

(b) Revenue obligations issued under this subsection may not exceed
$1;600,000,000 in principal amount, excluding any obligations that have been
defeased under ~a~cash optimization program administered by the building
commission. bIn addition to thi3dimit on principal amount,+t€ building commission
may contract revenue obligations as the bufldmg commission determines is desirable
to fund or refund outstanding revenue obligations issued™under this section, to pay
issuanee or administrative expenses, to make deposits to reserve Tunds, to pay

accrued or capitalized interest, or to pay the costs of credit enhancement.

Lo’c\sew 2-/2  |J—
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16
17
18
19
20
21
22
23
24
25

(6) Unless otherwise expressly provided in resolutions authorizing the
issuance of revenue obligations under this section or in other agreements with the
owners of revenue obligations, each issue of revenue obligations under this section
shall be on a parity with every other revenue obligation issued under this section and
in accordance with subch. II of ch. 18.

(7) As determined by the building commission, any moneys deposited into the
tobacco settlement bond purchase program repayment fund that are not required for
retiring revenue obligations and providing for reserves and for dpenations teleting

ana t Trgment € obligationsis
are transferred to the general fund.

(8) Recognizing its moral obligation to do so, the legislature expresses its
expectation and aspiration that, if the funds in the tobacco settlement bond purchase

program repayment fund are insufficient to pay the principal of and interest on the

dNCI”aYg fa!qmwrfs anthorized 4o he f)@
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SECTION 1

revenue obligations issued under subch. Il of ch. 18 pursuant to this section, the
legislature shall make an appropriaﬁon frdm the general fund sufficient to pay the
principal of and interest on the obligation.

SECTION 2. 18.51 of the statutes is amended to read:

18.51 Provisions applicable. The following sections apply to this

subchapter, except that all references to “public debt” or “debt” shall be read to refer

to a “revenue obligation” and all references to “evidences of indebtedness” shall be

read to refer to “evidences of revenue obligation™ ss. 18.02, 18.03, 18.06 (8), 18.07,

118.10 (1), (2), (4) to (9) and, (11), and (12), and 18.17.

SECTION 3. 18.561 (3) of the statutes is amended to read:

18.561 (3) DEDICATION OF REVENUES. As accurately as possible in advance, the
commission and the state department or agency carrying out program
responsibilities for which enterprise obligations are to be issued shall determine, and
the commission shall fix in the authorizing resolution for such enterprise obligations:

the proportion of the revenues of the revenue—producing enterprise or program

which shall be necessary for the reasonable and proper operation and maintenance

thereof; the proportion of the revenues which shall be set aside as a proper and
adequate replacement and reserve fund; and the proportion of the revenues which

shall be set aside and applied to the payment of the principal of and interest of on

/
the enterprise obligations] ; and the proportion of the revenues which shall be

available for other purposds, and shall provide that the revenues be set aside in

separate ‘funds.

resolution, at any time after one yeai"s operation, the state department or agency and

the commission may recqmpute the proportion of the revenues which shall

ond ancillary payments auvhorized

+o be pmd -QQON(\] s'udq Mmaney S
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assignable under this subsection based upon the experience of operation or upon the

basis of further financing.

10

11

12

13

14

15

16

17

18

19

20

21

22

24

SECTION 4. 20.505 (1) (te) of the statutes is created to read:

20.505 (1) (te) Revenue obligation proceeds to purchase any bonds issued bythe
Badger Tobacco Asset Securitization Corporation. As a continuing appropridtion, all
proceedg from revenue obligations that are issued under subch,1II of ch. 18,
authorized wpder s. 16.523, and deposited into a fund in the state treasury created
under s. 18.57 W), to purchase any bonds issued by the”Badger Tobacco Asset
Securitization Corpoxation, as determined by the degartment, and to provide for
reserves and for expenseg of issuance, and the rgmainder to be transferred to the
tobacco settlement bond Yurchase progfam repayment fund. Estimated
disbursements under this paragraph shall not be included in the schedule under s.
20.005.

SECTION 5. 20.505 (1) (t#) of the statutes is created to read:

20.505 (1) (tm) Tobgflco settlement bond pyrchase program repayment fund —
revenue obligation rgpayment and payment of cerdgin expenses. From the tobacco
settlement bond/purchase program repayment fund, ) sum sufficient to pay the
separate ang/distinct fund in the state treasury under s\18.561 (5) the amount
needed tg retire revenue obligations issued under subch. II of ¢h. 18, as authorized
undexr’ s. 16.523, and to pay expenses related to the managemeni\of the revenue
ofligations and interest rate exchange agreement payments, and for thd.remainder
to be transferred to the general fund. Estimated disbursements under this
paragraph shall not be included in the schedule under s. 20.005.

SECTION 6. 20.505 (1) (tr) of the statutes is created to read:
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20.588 (1) (tr) Debt service on revenue obligations used to purchase bonds issued
by the Badger Tobacto-Asset Securitization Corporation. From the fupd e state
treasury created under s. 18.56 , all moneys received by the fund for the
retirement of revenue obligations issued wader-suhch. II of ch. 18, as authorized
under s. 16.523. All moneys reeeived by the fund are irrevocably_appropriated in
accordance with subchTI of ch. 18 and further established in resolutions autherizing
the issuapeeof the revenue obligations and setting forth the distribution of funds to
b€ received thereafter. Estimated disbursements under this paragraph shall not be

included in the schedule under s. 20.005.

(]‘)\

Gﬁq sert G6—/

CTION 7. 25.17 (1) (th) of the statutes is created to read:

11
12
13

I
LR

17
18

25.17 (1) (th) Tobacco settlement bond purchase program repayment fund (s.
25.575);

SECTION 8. 25.575 of the statutes is created to read:
25.575 Tobacco settlement bond purchase fepayment fund. There is
created a separate nonlapsible trust fund, known as the tobacco settlement bond

purchase program repayment fund, consisting of all moneys transferred to the fund

under s. 20.505 (1) (te).

(END)

\» S
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Insert 2-15:

(2) The net proceeds of revenue obligations issued under subch. II 'gf ch. 18, as
authorized under this section, shall be deposited in a fund in the state treasury, or
an account maintained by a trustee, created under s. 18.57 (1). The moneys shall be
applied for ancillary payments and the provision of reserves, as determined by the
building commi‘ssion, and for the purchase by the department of any bonds issued
by ,(];:gger Tobacco Asset Securitization Corporation, as determined by the
department, and any remainder shall be paid into a tobacco settlement bond
purchase program redemption fund created under s. 18.561 (5‘)/.

Insert 3-13: /

(b) The requirements for funds for the tobacco settlement bond purchase
prograx‘fl to be paid from revenue obligations issued under this section shall be
determined by the secretary of administration, but the amount of obligations that
may be issued shall not exceed $1,600,000,000 to purchase, acquire, conduct, control,
operate, or manage the tobacco settlement bond purchase pro'/gram.

Insert 6-10; Y

SECTION 1. 18.561 (2) of the statutes is amended to read:

18.561 (2) SECURITY INTERESTS OF OWNERS OF ENTERPRISE OBLIGATIONS. There is
a mortgage lien upon or security interest in the income and property of each

revenue—producing enterprise or program for the benefit of the owners of the related

enterprise obligations and other persons specified in the authorizing resolution
providing for the issuance of the particular enterprise obligations. No physical

delivery, recordation or other action is required to perfect the security interest. The
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income and property of the revenue—producing enterprise or program shall remain
subject to the lien or security interest until provision for payment in full of the
principal of and interest of on the enterprise obligations, and other obligations
specified in the authorizing resolution providing for the issuance of the particular
enterprise obligations, has been made, as provided in the authorizing resolution.
The lien or security interest for the benefit of the owners of the enterprise obligations
and other persons specified in the authorizing resolution providing for the issuance
of the particular enterprise obligations shall have priority over all conflicting

security interests in the income and property of the revenue—producing enterprise
or program. Any owner of such enterprise obligations may either at law or in equity

protect and enforce the lien and compel performance of all duties required by this
section. If there is any default in the payment of the principal or interest of any of
such enterprise obligations, any court having jurisdiction of the action may appoint
a receiver to administer the revenue—producing enterprise or program on behalf of
the state and the owners of the enterprise obligations, with power to charge and
collect rates sufficient to provide for the payment of the operating expenses and also
to pay any enterprise obligations outstanding against the revenue—producing
enterprise or program, and to apply the income and revenues thereof in conformity
with this subchapter and the authorizing resolution, or the court may declare the
whole amount of the enterprise obligations due and payable, if such relief is
requested, and may order and direct the sale of the revenue—producing enterprise
or program. Under any sale so ordered, the purchaser shall be vested with an
indeterminate permit to maintain and operate the revenue—producing enterprise or
program. The legislature may provide for additions, extensions and improvements

to a revenue—producing enterprise or program to be financed by additional issues of
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enterprise obligations as provided by this section. Such additional issues of
enterprise obligations shall be subordinate to all prior related issues of enterprise
obligations which may have been made under this section, unless the legislature, in

the statute authorizing the-initi

a_particular issue of
enterprise obligations, or the authorizing resolution providing for the issuance of a

particular enterprise obligation, permits the issu'/e of additional enterprise
obligations or other obligations on a parity therewith or senior thereto.

History: 1999 a. 9 ss. 133 to 141; 2001 a. 16.

SECTION 2. 20.505 (1) (te) of the statutes is created to read:

20.505 (1) (te) Revenue obligation proceeds to purchase any bonds issued by

Badger Tbbacco Asset Securitization Corporation.

v Y

proceeds from revenue obligations that are issued under subch. II of ch. 18, as

authorized under s. 16.523, and deposifed into a fund in the state treasury created
under s. 18.57 (1‘)/, as authorized under s. 16.523 (2‘)/, to purchase any bonds issued
by Badger Tobacco Asset Securitization Corporation, as determined by the
department, to provide for reserves, to make ancillary payments, as determined by
the building commission, and th;/ remainder to be transferred to the tobacco
settlement bond purchase prog%m repay'gent‘/fund. Estimated disbursements
under this paragraph shall not be included in the schedule under s. 20.0%5.

SECTION 3. 20.505 (1) (tm) of the statutes is created to read:

20.505 (1) (tm) Tobacco settlement bond purchase program repayment fund —
revenue obligation repayment and payment of certain expenses. From the tobacco

[

e pd
settlement bond purchase program repayment fund, a sum sufficient to provide for

reserves and the making of ancillary payments and to pay a tobacco settlement bond
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purchase redemption fund created under s. 18.561 (5) the amount needed to retire
revenue obligations issued under subch. II of ch. 18, as authorized under s. 16.523,
and to make ancillary payments relating to revenue obligations issued under subch.
I of ch. 18, as authorized under s. 16.523 and the resolution authorizing the revenue
obligations, and for the remainder to be transferred to the general fund. Estimated
disbursements under this paragraph shal‘l/not be included in the schedule under s.
20.005.

SECTION 4. 20.505 (1) (tr) of the statutes is created to read:

20.505 (1) (tr) Debt service on revenue obligations used to purchase bonds issued
by the Badger Tobacco Asset Securitization Corporation. Frorm a tobacco settlement
bond purchase redemption fund created under s. 18.561 (5{ ali/mo‘n/eys received by
the fund for the retirement’ of revenue obligations issued under subch. II of ch. 18,
as authorized under s. 16.523, and for ancillary payments authorized by the
authorizing resolution for the revenue obligations. All moneys received by the fund
are irrevocably appropriated in accordance with subch. II of ch. 18 and further
established in resolutions authorizing the issuance of the revenue obligations under
s. 16.523 and setting forth the distribution of funds to be received thereafter.

Estimated disbursements under this paragraph sha‘fl not be included in the schedule
under s. 20.005.
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Frank Hoadley:

This draft incorporates the comments of bond counsel. Please note that I have referred
to a tobacco settlement bond purchase redemption fund created under s. 18.561 (5)"
instead of the tobacco settlement bond purchase redemption fund created under s.
18.561 (5). The reason is that, technically, no specific, named redemption fund is
created under that subsection. I still believe that it is clear in the draft that what is
being referred to is a redemption fund created under s. 18.561 (5) for the obligations
issued under s. 16.523." Also, please note that you do not need to specifically create a
tobacco settlement bond purchase redemption fund, since s. 18.561 (5) already
authorizes the creation of such a fund for the purpose of redeeming obligations.

With respect to the issue of whether we need an appropriation in which to deposit the
bond proceeds, please note it is not necessary to create an appropriation for the deposit
of moneys; it is only necessary to create an appropriation to expend moneys. Section
18.57 (1)"authorizes the establishment of a proceeds fund into which the obligation

proceeds are deposited and s. 20.505 (1) (te) appropriates moneys from the proceeds
fund for the purpose specified in the appropriation.

v/
I held off making the change/(you requested in s. 20.505 (1) (te) to have the remainder
of funds transferred to a tobacco settlement bond purchase program redemption fund.
I think the remainder needs to be transferred to the tobacco settlement bond purchase
program repayment fund. Otherwise, there are no moneys at all going into the

repayment fund; under s. 20.505 (1) (tm) moneys are then paid from the repayment fund
to the redemption fund. Please advise,

Rick A. Champagne
Senior Legislative Attorney

Phone: (608) 266—9930
E-mail: rick.champagne@legis.state.wi.us
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Frank Hoadley:

This draft incorporates the comments of bond counsel. Please note that I have referred
to a tobacco settlement bond purchase redemption fund created under s. 18.561 (5)
instead of the tobacco settlement bond purchase redemption fund created under s.
18.561 (5). The reason is that, technically, no specific, named redemption fund is
created under that subsection. I still believe that it is clear in the draft that what is
being referred to is a redemption fund created under s. 18.561 (5) for the obligations
issued under s. 16.523. Also, please note that you do not need to specifically create a
tobacco settlement bond purchase redemption fund, since s. 18.561 (5) already
authorizes the creation of such a fund for the purpose of redeeming obligations.

With respect to the issue of whether we need an appropriation in which to deposit the
bond proceeds, please note it is not necessary to create an appropriation for the deposit
of moneys; it is only necessary to create an appropriation to expend moneys. Section
18.57 (1) authorizes the establishment of a proceeds fund into which the obligation

proceeds are deposited and s. 20.505 (1) (te) appropriates moneys from the proceeds
fund for the purpose specified in the appropriation.

I held off making the change that you requested in s. 20.505 (1) (te) to have the
remainder of funds transferred to a tobacco settlement bond purchase program
redemption fund. I think the remainder needs to be transferred to the tobacco
settlement bond purchase program repayment fund. Otherwise, there are no moneys
at all going into the repayment fund; under s. 20.505 (1) (tm) moneys are then paid from
the repayment fund to the redemption fund. Please advise.

Rick A. Champagne

Senior Legislative Attorney

Phone: (608) 266—9930

E-mail: rick.champagne@legis.state.wi.us
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Frank Hoadley:

his draft incorporates the comments of bond counsel. Please note that I have referred
to a tobacco settlement bond purchase redemption fund created under s. 18.561 (5
instead of the tobacco settlement bond purchase redemption fund created under s.
18.561 (5). The reason is that, technically, no specific, named redemption fund is
created under that subsection. I still believe that it is clear in the draft that what is
being referred to is a redemption fund created under s. 18.561 (5) for the obligations
issued under s. 16.523. Also, please note that you do not need to specifically create a
tobacco settlement bond purchase redemption fund, since s. 18.561 (5) already
authorizes the creation of such a fund for the purpose of redeeming obligations.

Mith respect to the issue of whether we need an appropriation in which to deposit the
bond proceeds, please note it is not necessary to create an appropriation for the deposit
of moneys; it is only necessary to create an appropriation to expend moneys. Section
18.57 (1) authorizes the establishment of a proceeds fund into which the obligation

proceeds are deposited and s. 20.505 (1) (te) appropriates moneys from the proceeds
fund for the purpose specified in the appropriation.

I held off making the change that you requested in s. 20.505 (1) (te) to have the
remainder of funds transferred to a tobacco settlement bond purchase program
redemption fund. 1 think the remainder needs to be transferred to the tobacco
ettlement bond purchase program repayment fund. Otherwise, there are no maneys

at all going into the repayment fund; under s. 20.505 (1) (tm) moneys are then paid fromS
the repayment fund to the redemption fund. Please advise.

T ol e T am Rick A. Champagne

Senior Legislative Attorney

e M#o Phone: (608) 2669930
*Wb[(d L\/ ?0 j E-mail: rick.champagne®@legis.state.wi.us
repaymod fund; heutt
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DOA:.....Hoadley - Revenue obligation program to purchase Tobacco
Settlement Asset-Backed Bonds

FOR 2003-05 BUDGET -- NoT READY FOR INTRODUCTION

AN AcT ... relating to: the budget.

Analysis by the Legislative Reference Bureau
STATE GOVERNMENT

STATE FINANCE

In 2002, a nonstock corporation organized by the secretary of administration,
called the Badger Tobacco Asset Securitization Corporation (BTASC) entered into an
arrangement with the state to issue bonds secured by payments owed the state under
the Attorneys General Master Tobacco Settlement Agreement of November 23, 1998.
To date, approximately $1,591,000,000 in such bonds have been issued.

This bill creates a program, to be administered by DOA, to purchase any of the
outstanding bonds issued by BTASC. Under the bill, the Building Commission may
issue revenue obligations in an amount up to $1,600,000,000 to purchase bonds
issued by BTASC. The principal of and interest on the revenue obligations issued by
the Building Commission are to be secured by principal and interest payments
received from the bonds issued by BTASC and purchased by the state. In addition,
the bill contains a moral obligation pledge in which the legislature expresses its
expectation and aspiration that, if the BTASC bond principal and interest payments
are insufficient to pay the principal of and interest on the revenue obligations issued
by the Building Commission, the legislature will make an appropriation from the
general fund sufficient to pay the principal of and interest on the obligations.
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For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTION 1. 16.523 of the statutes is created to read:

16.523 Purchase of bonds issued by the Badger Tobacco Asset
Securitization Corporation; revenue obligations. (1) There is established a
tobacco settlement bond purchase program, to be administered by the department,
to purchase any bonds issued by the Badger Tobacco Asset Securitization
Corporation. The legislature finds and determines that the tobacco settlement bond
purchase program is likely to produce sufficient net income to pay when due the
principal of and interest on revenue obligations issued by the state to make the
purchase and, thereby, constitutes a revenue-producing enterprise or program, as
defined in s. 18.52 (6).

(2) The net proceeds of revenue obligations issued under subch. II of ch. 18, as
authorized under this section, shall be deposited in a fund in the state treasury, or
an account maintained by a trustee, created under s. 18.57 (1). The moneys shall be
applied for ancillary payments and the provision of reserves, as determined by the
building commission, and for the purchase by the department of any bonds issued
by the Badger Tobacco Asset Securitization Corporation, as determined by the
department, and any remainder shall be paid into a tobacco settlement bond
purchase program redemption fund created under s. 18.561 (5).

(3) The department shall have all powers necessary and convenient to

distribute the revenues from the tobacco settlement bond purchase program and the
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proceeds of fhe revenue obligations issued under this section in accordance with
subch. II of ch. 18.

(4) The department may enter into agreements with the federal government
or its agencies, political subdivisions of this state, individuals, or private entities to
insure, or in any other manner provide, additional security for the revenue
obligations issued under this section.

(5) (@) Subject to the limitation ungler par. (b), the building commission may
contract revenue obligations under this §upsection in the maximum amount that the /
building commission believes can be fully paid on a timely basis from moneys

received or anticipated to be received from the tobacco settlement bond purchase

This ehanges e inknt of what I prpindd )

whidh was b limt te amount Hyuuel FL
(b) The requirements for funlis for the tobacco settlement bond purchase;‘u.—
b
s isgued under this section shall be(p} Jus

program.

program to be paid from revenue obli

_determined by the secretary of administration, butjthe amount of obligations that Gimount
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of
may be issuedfshall not exceed $1,600,000,000 to purchase, acquire, conduct, control, ¢lal njahm))'

-

operate, or manage the tobacco settlement bond purchase program. K Nl ot
aucillary paymints

6) Unless otherwise expressl ovi i i izi s
(6) is pressly provided in resolutions authorizing the restves
issuance of revenue obligations under this section or in other agreements with the n
aclclihew,

owners of revenue obligations, each issue of revenue obligations under this section & 0 UV

shall be on a parity with every other revenue obligation issued under this section and

ehanys 1
$./8.53(¢) are-

(7) As determined by the building commission, any moneys deposited into the Azt

in accordance with subch. II of ch. 18.

tobacco settlement bond purchase program repayment fund that are not required for
retiring revenue obligations and providing for reserves and for ancillary payments

authorized to be paid from such moneys are transferred to the general fund.

Lo won st~ planting o
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SECTION 1

(8) Recognizing its moral obligation to do so, the legislature expresses its
expectation and aspiration that, if the funds in the tobacco settlement bond purchase
program repayment fund are insufficient to pay the prihcipal of and interest on the
revenue obligations issued under subch. II of ch. 18 pursuant to this section, the
legislature shall make an appropriation from the general fund sufficient to pay the

principal of and interest on the obligations or to replenish a reserve fund, if

applicable.

(“"’a

o0

A
w\‘(

?:tc

«Al

d"‘\w

.c‘”
\o\“l

)

o
SECTION 2. 18.51 of the statutes is amended to read: (, ¢

18.51 Provisions applicable. The following sections apply te this
subchapter, except that all references to “public debt” or “debt” shall be read to refer
to a “revenue obligation” and all references to “evidences of indebtedness” shall be
read to refer to “evidences of revenue obligation™ ss. 18.02, 18.03, 18.06 (8), 18.07,
18.10 (1), (2), (4) to (9) and, (11)_and (12). and 18.17.

SeEcTION 3. 18.561 (2) of the statutes is amended to read:

18.561 (2) SECURITY INTERESTS OF OWNERS OF ENTERPRISE OBLIGATIONS. There is
a mortgage lien upon or security interest in the income and property of each
revenue-producing enterprise or program for the benefit of the owners of the related
enterprise obligations and other persons specified in the authorizing resolution
providing for the issuance of the particular enterprise obligations. No physical

delivery, recordation or other action is required to perfect the security interest. The

income and property of the revenue-producing enterprise or program shall remain
subject to the lien or security interest until provision for payment in full of the

principal of and interest of on the enterprise obligations, and other obligations

enterprise obligations. has been made, as provided in the authorizing resolution.
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SECTION 3

or program. Any owner of such enterprise obligations may either at law or in equity

protect and enforce the lien and compel performance of all duties required by this
section. If there is any default in the payment of the principal or interest of any of
such enterprise obligations, any court having jurisdiction of the action may appoint
a receiver to administer the revenue-producing enterprise or program on behalf of
the state and the owners of the enterprise obligations, with power to charge and
collect rates sufficient to provide for the payment of the operating expenses and also
to pay any enterprise obligations outstanding against the revenue-producing
enterprise or program, and to apply the income and revenues thereof in conformity
with this subchapter and the authorizing resolution, or the court may declare the
whole amount of the enterprise obligations due and payable, if such relief is
requested, and may order and direct the sale of the revenue-producing enterprise
or program. Under any sale so ordered, the purchaser shall be vested with an
indeterminate permit to maintain and operate the revenue—producing enterprise or
program. The legislature may provide for additions, extensions and improvements
to a revenue-producing enterprise or program to be financed by additional issues of
enterprise obligations as provided by this section. Such additional issues of
enterprise obligations shall be subordinate to all prior related issues of enterprise
obligations which may have been made under this section, unless the legislature, in
the statute authorizing the-initial-issue-of enterprise-obligationspermits-the-issue

£ additionalent ise_oblicati ! il icular i £
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SECTION 4. 18.561 (3) of the statutes is amended to read:

18.561 (3) DEDICATION OF REVENUES. As accurately as possible in advance, the
commission and the state department or agency carrying out program
responsibilities for which enterprise obligations are to be issued shall determine, and
the commission shall fix in the authorizing resolution for such enterprise obligations:
the proportion of the revenues of the revenue-producing enterprise or program
which shall be necessary for the reasonable and proper operation and maintenance
thereof; the proportion of the revenues which shall be set aside as a proper and

adequate replacement and reserve fund; and the proportion of the revenues which

shall be set aside and applied to the payment of the principal of and interest of on

the enterprise obligations; and ancillary payments autharized to be paid from such

at any time

after one year's operation, the state department or agency and the commission may
recompute the proportion of the revenues which shall be assignable under this
subsection based upon the experience of operation or upon the basis of further
financing.

SECTION 5. 20.505 (1) (te) of the statutes is created to read:

20.505 (1) (te) Revenue obligation proceeds to purchase any bonds issued by
Badger Tobacco Asset Securitization Corporation. As a continuing appropriation, all

proceeds from revenue obligations that are issued under subch. II of ch. 18, as
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under s. 18.57 (1), as authorized under s. 16.523 (2), to purchase any bonds issued
by Badger Tobacco Asset Securitization Corporation, as detgrmined by the
department, to provide for reserves, to make ancillary payments, as determined by
the building commission, and the remainder towzi,transferred to the tobacco

settlement bond purchase program Lr/oﬁw fund! Estimated disbursements
under this paragraph shall not be includ;d in the schedule under s. 20.005.

SECTION 6. 20.505 (1) (tm) of the statutes is created to read:;

20.505 (1) (tm) Tobacco settlement bond purchase program repayment fund —
revenue obligation repayment and payment of certain expenses. From the tobacco
settlement bond purchase program repayment fund, a sum sufficient to provide for
reserves and the making of ancillary payments and to pay a tobacco settlement bond

purchase-redgmption fund created under s. 18.561 (5) the amount needed to retire

revenue obligatidps issued under subch. II of ch. 18, as authorized under s. 16.523,

and to make ancillaly payments relating to revenue obligations issued under subch.

II of ch. 18, as authorize{ under s. 16.523 and the resolution authorizing the revenue

obligations, and for the relgainder to be transferred to the general fund. Estimated
disbursements under this pagagraph shall not be included in the schedule under s.
20.005. | _ 77 v

SECTION 7. 20.505 (tr) of the statutes is created to read:

20.505 (1) (tr) Dbt service on revenue obligations used to purchase bonds issued

by the Badger Toffacco Asset Securitization Corporation. From a tobacco settlement

bond purchase{redemption fund created under s. 18.561 (5), all moneys received by
the fund for the retirement of revenue obligations issued under subch. II of ch. 18,

as authorized under s. 16.523, and for ancillary payments authorized by the
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SECTION 7
authorizing resolution for the revenue obligations. All moneys received by the fund
are irrevocably appropriated in accordance with subch. II of ch. 18 and further
established in resolutions authorizing the issuance of the revenue obligations under
s. 16.523 and setting forth the distribution of funds to be received thereafter.
Estimated disbursements under this paragraph shall not be included in the schedule
under s. 20.005.

SECTION 8. 25.17 (1) (th) of the statutes is created to read:

25.17 (1) (th) Tobacco settlement bond purchase program repayment fund (s.
25.575);

SECTION 9. 25.575 of the statutes is created to read:

25.575 Tobacco settlement bond purchase program repayment fund.
There is created a separate nonlapsible trust fund, known as the tobacco settlement
bond purchase program repayment fund, consisting of all moneys transferred to the

fund under s. 20.505 (1) (te).

(END)



