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ISSUANCE OF DEBT 

• Steps to Issue Debt 

• Types of Obligations 

• Debt Limits 

• Debt Structure 

• Federal Tax Law 

• Securities Law 
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OVERVIEW 

• What is a Bond and Why Issue? 

• Debt instrument issued by a governmental issuer 

• New capital expenditure 

• Refinance outstanding bonds 

• Why Tax-Exempt? 

• Tax-Exempt Municipal Bonds enjoy special advantageous status in 
the investment community because the interest paid on most 
municipal debt is not subject to federal income taxation to bond 
investors and that generally translates to lower interest rates 

 

 

4 



OVERVIEW* 

• Participants in a Private Placement 

• Issuer (Governmental Entity) – central actor that borrows the 
money 

• Purchaser/Bank – Provides the funds and determines/influences 
the structure 

• Placement Agent and/or Municipal Advisor 

• Bond Counsel 

• Participants in a Public Offering 

• Issuer (Governmental Entity) 

• Underwriter – Access to market 

• Investor 

• Bond Counsel 

• Municipal Advisor 

 

 

 

*Participants vary depending on the type and structure of financing. 
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OVERVIEW 

• Governmental Purpose Bonds 

• Debt Instrument issued by governmental issuer/proceeds used by 
the governmental issuer 

• Bonds and Bond Anticipation Notes 

• Conduit Bonds 

• The government acts as an issuer pursuant to an arrangement 
with a private conduit borrower in order for the debt to be tax-
exempt 

• The conduit borrower is solely responsible for making debt 
service payments 

• Conduit Bonds are not considered debt of the government issuer 

 

~ Our focus is on Governmental Purpose Bonds ~ 
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I.  STEPS TO ISSUE DEBT 

• Authority to Issue Debt 

• Public Purpose  

• Debt Limits 

• Maturity Limitations 

• Methods of Sale 

• Private Placement 

• Negotiated Sale/Public Offering 

• Public Bid 
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II.  TYPES OF OBLIGATIONS - BONDS 

• General Obligation (GO) Bonds 

• Backed by property taxes of community 

• Other revenue available to pay for debt service then the millage is 
not levied 

• Subject to constitutional/statutory limitations 

• Voted and unvoted 

• Revenue Bonds 

• Completely self-supporting 

• Backed by a particular source of revenue 

• Types of Revenue Bonds: 

• Income Tax Bonds 

• Sales Tax Bonds 

• Enterprise Fund Revenue Bonds, like Water Revenue Bonds 
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II.  TYPES OF OBLIGATIONS - BONDS 

• Special Assessment Bonds 

• Double Barreled Bonds 

• Secured by both a defined source of revenue (other than 
property taxes) and the full faith and credit or taxing power of an 
issuer (General Obligation) 
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II.  TYPES OF OBLIGATIONS - NOTES 

• Bond Anticipation Notes (BANs) 

• Usually have 6-month or 1-year maturity 

• Principal and interest payable at maturity 

• Lower interest rate (but takeout interest rate risk) 

• For GO BANs, after five years must amortize principal as if bonds 
had been issued 
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II.  Types of Obligations – Bonds vs. 
Notes 
• Bonds 

• Payment schedule/interest rate set for life of Bond issue 

• Bond Anticipation Notes 

• 1 year BAN / $1,000,000 / interest rate 2.00% 

• Issue date:  June 1, 2017 

• Maturity date:  June 1, 2018 

• June 1, 2018, pay holder interest due plus pay down $100,000, roll 
over BAN in amount of $900,000 

• New BAN / $900,000 

• Issue date:  June 1, 2018 

• Maturity date:  June 1, 2019 

• Interest rate:  new interest rate 
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II.  Types of Obligations – Bonds vs. 
Notes 
• Bond Payment Schedule 
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II. TYPES OF OBLIGATIONS – 
REFUNDING BONDS 
• Refunding Bonds: 

• Call options in original deal 

• Most bonds sold in market callable after 10 years 

• Sometimes a redemption premium applies 

• Refund in lower interest rate environment (hi to low) 

• Two Types: 

• Current Refunding: Bonds being refunded are outstanding <  90 days 
after the date of the refunding 

• Advance Refunding: Bonds being refunded are outstanding > 90 days 
after the date of the refunding 
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II. TYPES OF OBLIGATIONS – 
REFUNDING BONDS 
• Advance Refunding 

• Only one opportunity to “Advance Refund” (tax-exempt rules) 

• Example: 

• Call Date:  December 1, 2019 

• Refunding Bond Close Date:  December 1, 2017 

• Refunding Bond Proceeds:  Escrow Account 

• Money held in Escrow until December 1, 2019, the earliest call date, 
at which point the Escrow is used to pay off the outstanding bonds 
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III.  DEBT LIMITS 

• Statutory Debt Limit or Direct Debt Limit: 

• County -- Ohio Revised Code (ORC) § 133.07 

• Unvoted GO debt limit: aggregate principal may NOT exceed 1% of its 
tax valuation 

• Other limitations based upon tax valuation (voted and unvoted GO 
debt limit) 

• A county with a valuation not exceeding $100,000,000 = 3% of that tax 
valuation; 

• A county with a tax valuation exceeding $100,000,000 but not exceeding 
$300,000,000, $3,000,000 plus 1 - ½% of that valuation in excess of 
$100,000,000; and  

• A county with a tax valuation exceeding $300,000,000, $6,000,000 plus 2 – 
½% of that tax valuation in excess of $300,000,000 
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III.  DEBT LIMITS 

• City – Direct Debt Limit 

• A municipality must not incur net indebtedness (i.e., principal 
amount of outstanding securities less amount in bond retirement 
funds) that exceeds an amount equal to 10½% of its valuation, or 
incur without a vote of the electors net indebtedness that 
exceeds an amount equal to 5½% of the tax valuation 
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III.  DEBT LIMITS 

• Township 

• Limited home rule townships may issue general obligation limited 
tax debt (unvoted) up to five and one half percent (5½%) of its tax 
valuation and may not incur total debt, voted and unvoted, in 
excess of ten and one half percent (10½%) 

• Townships shall not incur indebtedness unless authorized by a 
vote of the electors and shall not incur indebtedness in excess of 
five percent (5%) of its tax valuation unless authorized by other 
sections of the ORC 
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III.  DEBT LIMITS 

• Township (continued) 
Special Obligation 

• 505.262:  allows construction or purchase of equipment, 
buildings and sites 

• Debt service charge in first year cannot exceed 1/10th of the 
township’s total revenues from all sources 

• 505.37:  allows purchase of necessary firefighting equipment, 
buildings and sites and construction of firefighting buildings 

• Not subject to 1/10th rule 

• Subject to greater of $150,000 or 2% of AV 

 

18 



III.  DEBT LIMITS 

• School District 

• Unvoted 

• 1/10th of 1% of assessed valuation (AV) 

• 9/10th of 1% of AV for HB 264 Energy Conservation 

• Voted 

• Permission from ODE to exceed 4% of AV 

• Special Needs approval from ODE to exceed 9% of AV 
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III.  DEBT LIMITS 

• Exemptions from Statutory Debt Limit (some examples): 

• Special Assessment Bonds 

• Revenue Bonds 

• Sales Tax Bonds 

• Conduit Debt 

• Specified Debt: i.e., Jail Bonds 
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III.  DEBT LIMITS 
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III.  DEBT LIMITS 

• Constitutional Debt Limit 

• Ten-Mill Limit 

• Indirect Debt Limit 

• Prohibits taxation of property >1% of value (Ten Mills) without vote 
of the electorate 

• Applies to Overlapping Subdivisions  

• Total millage of the Issuer and overlapping subdivisions pledged to 
debt service may not exceed ten mills in the aggregate 
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III.  DEBT LIMITS 
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III. DEBT LIMITS 

• Constitutional Debt Limit (continued) 

• Only applied to bonds with a GO Pledge 

• N/A to: 

• Voted Bonds 

• Revenue Bonds 

• Sales Tax Bonds 
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IV.  DEBT STRUCTURE 

• Most Common:  Level Debt 

• Level Principal repays faster; lower total interest; front loads 
the debt service 

• 3 Times Test:  P&I in any 1 year may not be more than 3x P&I 
in any other single year 
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V.  BANK QUALIFIED 

• Bank Qualified/Qualified Tax-Exempt Obligations 

• Issuer reasonably anticipates will not issue more than 
$10,000,000 of “new money” tax-exempt obligations during 
calendar year 

• Issuer must designate the obligation as Bank Qualified 

• Benefit to Bank, can deduct 80% of carrying cost/means lower 
interest rate to Issuer 
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VI.  FEDERAL TAX LAW 

• 3 General Rules 

• Don’t Borrow Too Much 

• Don’t Borrow Too Soon 

• Borrow for the authorized purpose that generally benefits the 
public purpose with very limited use for the benefit of private 
entities 

 

27 



VII.  SECURITIES LAW 

• Governmental bonds not subject to some of the federal 
securities laws 

• Issuer IS subject to antifraud provisions of both the Securities Act 
of 1933 and the Securities Exchange Act of 1934 

• SEC Rule 15c2-12 Official Statement 
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VII.  SECURITIES LAW 

• Continuing Disclosure Annual Requirement 

• Annual financial information and/or operating data must be 
provided annually (MSRB-EMMA electronic system) 

• After the current issuance of the security, if the issuer has in 
outstanding GO debt: 

• $10,000,000 or more:  financial and operating data 

• Less than $10,000,000:   only financial information 

• For private placements:  voluntary filing with EMMA 
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VII.  SECURITIES LAW 

• Exemption to Continuing Disclosure Agreement 

• $100,000 denomination or greater 

And 

• Sold to NO more than 35 sophisticated investors 

Or 

• Have a maturity of 9 months or less 
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