8§ 12. Except the debts or refunding debts specified in sections 9, 10
and 13 of this article, all debts contracted by the state and each
portion of any such debt fromtime to tinme so contracted shall be
subject to the foll ow ng rul es:

1. The principal of each debt or any portion thereof shall either be
paid in equal annual installments or in installnments that result in
substantially |evel or declining debt service paynents such as shall be
authorized by law, or, in the alternative, contributions of principal in
t he amount that woul d otherw se be required to be paid annually shall be
made to a sinking fund.

2. \Wen sone portions of the sane debt are payabl e annually while
ot her portions require contributions to a sinking fund, the entire debt
shal | be structured so that the conbined amount of annual installnments
of principal paid and/or annual contributions of principal made in each
year shall be equal to the anobunt that would be required to be paid if
the entire debt were payable in annual install nents.

3. Wien interest on state obligations is not paid at |east annually,
there shall also be contributed to a sinking fund at |east annually, the
anount necessary to bring the bal ance thereof, including inconme earned
on contributions, to the accreted value of the obligations to be paid
therefromon the date such contribution is nmade, |ess the sum of al
required future contributions of principal, in the case of sinking fund
obligations, or paynents of principal, in the case of serial
obl i gati ons. Notw t hstandi ng the foregoing, nothing contained in this
subdi vi sion shall be deened to require contributions for interest to
sinking funds if total debt service due on the debt or portion thereof
in the year such interest is due will be substantially the same as the
total debt service due on such debt or portion thereof in each other
year or if the total anmount of debt service due in each subsequent year
on such debt or portion thereof shall be less than the total debt
service due in each prior year

4. The first annual installment on such debt shall be paid, or the
first annual contribution shall be made to a sinking fund, not nore than



one year, and the last installnent shall be paid, or contribution nmade
not nore than forty years, after such debt or portion thereof shall have
been contracted, provided, however, that in contracting any such debt
the privilege of paying all or any part of such debt prior to the date
on which the sanme shall be due may be reserved to the state in such
manner as may be provided by | aw

5. No such debt shall be contracted for a period | onger than that of
the probable life of the work or purpose for which the debt is to be
contracted, or in the alternative, the wei ghted average period of
probable |ife of the works or purposes for which such indebtedness is to
be contracted. The probable Iives of such works or purposes shall be
determ ned by general |aws, which determ nation shall be concl usive.

6. The noney arising fromany |oan creating such debt or liability
shall be applied only to the work or purpose specified in the act
aut hori zing such debt or liability, or for the paynent of such debt or
liability, including any notes or obligations issued in anticipation of
the sal e of bonds evidencing such debt or liability.

7. Any sinking funds created pursuant to this section shall be
mai nt ai ned and nmanaged by the state conptroller or an agent or trustee
designated by the state conptroller, and anmounts in sinking funds
created pursuant to this section, and earnings thereon, shall be used
solely for the purpose of retiring the obligations secured thereby
except that anmounts in excess of the required bal ance on any
contribution date and anounts renaining in such funds after all of the
obl i gati ons secured thereby have been retired shall be deposited in the
general fund.

8. No appropriation shall be required for disbursenent of noney, or
i nconme earned thereon, fromany sinking fund created pursuant to this
section for the purpose of paying principal of and interest on the
obligations for which such fund was created, except that interest shal
be paid fromany such fund only if, and to the extent that, it is not
payabl e annual |y and contributions on account of such interest were nade
t her et o.



9. The provisions of section 15 of this article shall not apply to
si nking funds created pursuant to this section.

10. When state obligations are sold at a discount, the debt incurred
for purposes of determ ning the anount of debt issued or outstanding
pursuant to a voter approved bond referendumor other limtation on the
anount of debt that may be issued or outstanding for a work or purpose
shall be deened to include only the anmount of noney actually received by
the state notw thstanding the face anmount of such obligations.



