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I. State Debt Overview
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State Debt Authorizations

• The incurrence or assumption of debt by the State without popular vote is, with
limited exceptions, prohibited by the Ohio Constitution.

– Article VIII Section provides that “except for debt above specified in sections one and two
of this article, no debt whatever shall hereafter be created by or on behalf of the state.”

– There are recognized exceptions for self-supporting revenue bonds (e.g., Ohio Turnpike).

• By 19 constitutional amendments to Article VIII Section 2, Ohio voters have
authorized the incurrence of state general obligation (G.O.) debt and the pledge of
taxes to its payment.

– G.O. debt is currently authorized for the following 10 purposes: K-12 school facilities, higher
education school facilities, local infrastructure, highways, natural resources, conservation,
coal development, third frontier R&D, site development, and veterans compensation.

• State special obligation debt, the payment of which does not carry the pledge of taxes,
is authorized for certain purposes (like housing branches and agencies of state
government) under Section 2i.

• Debt for programs related to economic development, such as the former private
business loan programs that enabled investment in facilities and equipment that
were backed by net liquor profits, are authorized under Section 13.
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State Debt Limitations

• Many of the Constitutional debt authorizations contain specific limitations on
the amount of debt for the purpose that can be issued or outstanding.

– The recent renewal for local infrastructure projects (Section 2p) authorized total of $1.35
billion in debt over ten fiscal years, with no more than $120 million in each of the first five
fiscal years and no more than $150 million over the next five fiscal years.

– For conservation project debt, no more than $50 million may be issued in fiscal year and
no more than $400 million may be outstanding at any one time.

• few of the debt authorizations do not set limitations on the amount that may
be issued or outstanding and, thus, essentially leave that control to the General
Assembly.

• The 5% Constitutional Debt Service Limitation (Article VIII Section 17) prohibits
the issuance of new debt obligations if the debt service for any future fiscal year
on the new and then outstanding debt would exceed 5% of the estimated
current year total of GRF revenue plus net State lottery proceeds.
• The ‘5% Test’ as it is commonly known applies to all GRF backed debt with the notable

exceptions of obligations for Third Frontier R&D, Site Development, and Veterans Bonus
that were expressly excluded from the 5% Test under their Constitutional authorizations.
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5% Debt Service Certification
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II. OBM Debt Management
Responsibilities
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OBM Responsible for
State Debt Management

• ORC Section 126.11 sets forth OBM's responsibilities with respect to managing
existing state debt and proposed issuances of new state debt.

– Review and approve bond issuances backed by state revenue, including the amount,
security, source of payment, structure and maturity schedule.

– Develop and distribute coordinated bond sale schedule. The bond sale schedule is
published at least monthly and includes projected sales for: i) Ohio Public Facilities
Commission; ii) Treasurer of State; iii) Ohio Housing Finance Agency; iv) Ohio Water
Development Authority; and v) Ohio Turnpike and Infrastructure Commission.

– OBM designated as the provider of official historic or current information on the State’s
demographic, economic, financial/budget and debt information to the financial markets
(credit rating agencies, credit enhancement providers, investors, etc.).

– OBM designated as responsible for compliance with continuing disclosure agreements
required pursuant to SEC regulations (SEC Rule 15c2-12).

• OBM also works with state bond issuers to coordinate post-bond issuance
compliance with federal tax law primarily through education of policy makers and
agency capital program administrators.
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Bond Sale Schedule

• Following required review,
OBM places approved
bond issuances on the
state’s coordinated bond
sale schedule.

• The bond sale schedule is
updated at least monthly
and published on the first
business day of each
month.
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OPFC G.O. Bond Issuance Process
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OPFC Bond Issuance Process Oversight

• Prior to issuing bonds, the OPFC approves Series Resolution
confirming the legal authority and setting forth general terms and
conditions of the bond sale.

• Early in the process, the use of bond proceeds is vetted with bond
and tax counsel with the agency program manager to ensure
compliance with State law and federal tax law.

• In connection with each bond issuance, bond counsel and issuer’s
counsel issue opinions regarding the legality of the debt
obligations.

• OPFC is annually subject to an agreed-upon procedures audit which
tests compliance with debt issuance procedures.

• As part of the audit of the State’s CAFR, the Auditor of State applies
audit procedures to debt issuances and debt payments.
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Post Issuance Compliance

• Post Issuance Compliance can be separated into three
distinct areas.

• Federal tax law enforced by the IRS imposes two
independent requirements:
– Qualified use of tax-exempt bond proceeds and bond funded

facilities (OBM, Bond Issuer, and Capital Program Managers).
– Arbitrage spend-down and rebate requirements (TOS and

Bond Issuer).

• Securities law enforced by the SEC imposes Continuing
Disclosure requirements (OBM).
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IRS Audits and SEC Oversight

• IRS actively audits tax-exempt bonds
– Burden of proof is on the state/issuer – recordkeeping is key.
– Increased auditing frequency (sometimes many years after the

issuance date) and rigor.
– Utilize information document request(s) and site visits.

• The bond issuer works with OBM and our respective bond
and tax counsels to prepare responses to IRS audits and
questionnaires.

• SEC has increased review and oversight of municipal
securities, including special unit looking into public
pension disclosure.
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Post-Issuance Policies and Training

• OBM and TOS jointly developed and originally released in
March 2010 federal tax law post-issuance compliance
policy that applies to tax-exempt State bond issues.

• Under that policy, OBM and TOS provide regular trainings
for State policy makers and capital program managers.

• OBM also has developed continuing disclosure policies and
procedures.

• OBM has engaged its Office of Internal Audit to review its
post issuance compliance policies and procedures.
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III. State Credit Ratings
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Credit Rating Agencies

• Three public finance  credit rating agencies:  Moody’s,
Standard & Poor’s, and Fitch Ratings.
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Credit Rating Factors

• Economy - Breadth and diversity of the state’s economy
and the direction of economic indicators

• Budget/Finance - Structural balance and the maintenance
of adequate fund balances and reserves

• Debt Burden and Pensions - Debt burden measures and
pension funding ratios and unfunded pension liabilities.

• Management/Governance - State’s history of financial
management, cooperation among the state’s executive and
legislative leadership, and use of best practices.
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Ohio’s Current Credit Ratings

General Obligation (G.O.) Bond Rating
• The state’s current general obligation, full faith and credit bond ratings:

– Fitch:  AA+ (stable outlook)
– Moody’s: Aa1 (stable outlook)
– Standard & Poor’s: AA+ (stable outlook)

Special Obligation Lease-Rental Bond Ratings
• The state’s special obligation lease-rental debt is generally rated one

notch below the general obligation debt (AA, Aa2, AA, respectively).

Below link to view the most recent credit report for the credit ratings that have
been assigned by the three major credit rating agencies:
http://obm.ohio.gov/SectionPages/BondsDebt/RatingsAndCreditReports.aspx
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State of Ohio Bond and Investor Portal

• wealth of information on State Debt, Bond Sales,
Credit Reports and Ratings, Disclosure and other
debt related topics can be found on OBM’s website:

http://obm.ohio.gov/SectionPages/BondsDebt/StateDebtOverview/Default.aspx


