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CONTROLLER SAYS G.O. BOND ALTERNATIVE 
COULD COST $10 BILLION MORE THAN CURRENT PLAN 

 
Sacramento, October 29, 2003 – State Controller Steve Westly today said the proposed State General 
Obligation Bond to borrow as much as $18 billion over 20 years could cost taxpayers 10 times more in 
interest costs than the short-term Fiscal Recovery Bonds the Legislature approved in this year’s budget.  (See 
chart below.)  
 
“We need to borrow $10.7 billion – just as the Legislature planned – to keep this year’s budget balanced, and 
we’ll pay about $1 billion in interest to do that,” Westly said. “Borrowing $18 billion through a G.O. bond 
could cost ten times more than the short-term borrowing solution.  That’s an increase from about $30 to about 
$300 for every person living in the State.”   
 
The Controller explained the short-term borrowing is less expensive because it has a lower interest rate and 
finances a smaller amount over a shorter term.  
 
“There are hidden costs here that everybody needs to understand,” Westly said. “If you take 60 months to pay 
for a new Mercedes you’ll spend a lot more in interest than buying a Honda on the 24 month plan. 
Californians need to decide how much debt they’re willing to take on – and how much interest they’re going 
to have to pay on that debt.”     

Interest Cost Comparison   
 

 Fiscal General 
 Recovery Obligation 
  Bonds Bonds 

Par Amount of 
Bonds  10,700,000,000  18,000,000,000  
Interest Rate 3.00% 5.00% 
Years to Maturity                       5                      20  
Annual Debt Service    2,336,400,000    1,444,400,000  
Total Debt Service  11,682,000,000  28,888,000,000  
Total Interest       982,000,000  10,888,000,000  

 
The Controller noted that annual debt service is lower with the long-term loan, but urged the Governor-elect 
and lawmakers to weigh the overall interest costs instead of any annual savings. “Spreading the debt over 20 
years certainly makes the annual payments appear lower, but our overall interest costs go up 10 times.” 
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