
DINSMORE & SHOHL LLP  •  LEGAL COUNSEL  •  DINSMORE.COM

© 2025. ALL RIGHTS RESERVED

Lease-Purchase and Alternate 
Financing Structures

(A World Beyond General Obligation Debt)

SEPTEMBER 17, 2025



Today’s

Presenters

1

Joshua Grossman
Public Finance Partner

Rebecca Conrad
Public Finance Associate 



Today’s

Agenda

2

• Basics of General Obligation 
Debt

• Overview of Alternate Financing 
Structures
• Revenue Bonds

• Revenue Anticipation Notes (CRANs)

• Tax Anticipation Notes (TANs)

• Lease-Purchase Financing

• Manuscript and Manuscript-Like Debt
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But first…
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Basics of GO Debt
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Chapter 133 Securities
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• Ohio’s Uniform Public Securities Law

• Used to finance “permanent improvements”

• Property or assets having an estimated useful life of 5+ years

• Includes most GO bonds and bond anticipation notes (BANs), tax 

anticipation notes (TANs), and revenue anticipation notes

• Maximum maturity of the bonds is determined by the expected useful 

life of the financed assets, as certified by fiscal officer (ORC 133.20)
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General Obligation Bonds
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• Issuer pledges its “full faith and credit and general 

taxing power” to payment of debt charges

• Unvoted GO: secured by an ad valorem tax on all taxable 

property within the Issuer within limitations prescribed 

by law (limited tax pledge)

• Voted GO: secured by an ad valorem tax on all taxable 

property within the Issuer without limitation as to rate 

or amount (unlimited tax pledge)

• Lower risk for investors, so often provides lower 

borrowing costs for issuers than alternate financing 

options



DINSMORE & SHOHL LLP  /  © 2025. ALL RIGHTS RESERVED

Direct Debt Limitations

• Statutory debt limitations for net indebtedness 

⎯ County (ORC 133.07)

⎯ Municipality (ORC 133.05)

⎯ Township (ORC 133.09)

⎯ School district (ORC 133.06)

• Based on a political subdivision’s assessed valuation
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Direct Debt Limitations

• Certain debt is not included in the net indebtedness of a political 

subdivision and not subject to the direct debt limitation:

⎯ Special assessment bonds

⎯ Revenue bonds

⎯ Sales tax bonds

⎯ Certain “self-supporting” obligations

⎯ Debt issued for specific purposes (such as jail bonds)
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Constitutional Debt Limitation

• Art. XII, Section 2 of the Ohio Constitution prohibits taxation of 

property in excess of 1% (10 mills) of true value without a vote

⎯ ORC 5705.02 further limits this to 10 mills of a property’s tax 
valuation

⎯ Tax rate limitation indirectly limits the ability to issue unvoted debt 
with a GO pledge

⎯ Known as “ten-mill limitation” or “indirect debt limitation”

• Applies to overlapping political subdivisions

⎯ Calculate overlapping subdivisions with the highest ad valorem taxes 
pledged to debt service on unvoted bonds.
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Bond Anticipation Notes

• Option preceding the issuance of general obligation bonds

• Frequently issued during construction period or during high-interest 

rate periods.

• Faster issuance process than bonds and generally lower costs of 

issuance (often no rating or official statement)

• Subject to same debt limitations as GO bonds

ORC 133.22
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Bond Anticipation Notes

• Short-term, interim financing option (typically 6-month or 1-year 

maturity)

• May renew for up to 20 years, depending on maximum maturity of 

anticipated bonds

• After 5 years, must begin to pay down principal as if bonds had 

been issued

ORC 133.22
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Alternate Financing 
Structures
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Revenue Bonds

• Pledge of a specific revenue stream to pay debt service
⎯ Utility revenues (water, sewer, electricity)

⎯ PILOT payments

⎯ Sales tax revenues (counties)

⎯ Income tax revenues (municipalities)

• Typically, no pledge of the general taxing power of the Issuer if 
the revenues generated are insufficient to pay debt service
⎯ May include an additional GO pledge (“double barrel”)

• Exempt from Direct Debt Limitations
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Revenue Bonds

Often secured by an Indenture or Trust Agreement
• Creation/granting of “trust estate” (security for the bonds)

• Pledge of revenues and other collateral

• Flow of funds

• Affirmative and negative covenants

• Parity bonds/additional debt provisions

• Default and remedy provisions

• Defeasance provisions

• Trustee-related provisions
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Revenue Bonds

Advantages
• Do not require voter approval

• Do not count against debt limitations

• Beneficiaries of the projects are often paying debt service if the bonds 
are repaid with a revenue source associated with the project being 
financed

Disadvantages
• May carry higher interest rates than GO bonds

• Typically more complex than GO bonds, which may result in higher 
administrative costs/fees
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Current Revenue Anticipation Notes (CRANs)
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• Anticipated Current Revenues (up to 12 months) 

⎯ May be issued by any political subdivision

⎯ In anticipation of the collection of current revenues from any 
source(s) except property taxes

• Including distributions of federal or state moneys

⎯ Principal amount cannot exceed 50% of the amount of revenues that 
the fiscal officer estimates the political subdivision will receive in the 
remainder of the fiscal year.

⎯ Must mature by the end of the fiscal year

ORC 133.10(B)
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Tax Anticipation Notes (TANs)
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• Types of TANs:

⎯ Current property tax revenues (short-term)

⎯ Permanent improvement (multi-year)

⎯ Income tax anticipation notes upon passage of tax (school districts)

• Special obligation (not subject to debt limitations)

• Sometimes issued while waiting for delayed tax collection

• Cash-flow solution 

• Proceeds used for purposes for which anticipated taxes are levied
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Tax Anticipation Notes (TANs)
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• Anticipated Property Tax Collections (up to 6 months)

⎯ Any political subdivision

⎯ Issued in anticipation of the collection of current property tax 
revenues

⎯ Principal amount cannot exceed 50% of the amount of property 
taxes that the budget commission estimates the political subdivision 
will receive in the current fiscal year and within six months after 
issuance

⎯ Must mature within six months (or by the end of the fiscal year, if 
earlier)

ORC 133.10(A)



DINSMORE & SHOHL LLP  /  © 2025. ALL RIGHTS RESERVED

Tax Anticipation Notes (TANs)
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• Anticipated Property Tax Collections (up to 12 months) 

⎯ Counties, municipalities, townships, or school districts.

⎯ Issued in anticipation of the collection of current property tax 
revenues

⎯ Principal amount cannot exceed 50% of the amount of property 
taxes that the budget commission estimates the political subdivision 
will receive in the remainder of the fiscal year

⎯ Must mature by the end of the fiscal year

ORC 133.10(C)
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Tax Anticipation Notes (TANs)
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• Permanent Improvement

⎯ Related to a voted property tax levy

⎯ Issued any time after approval of levy

⎯ Not more than 50% of the total estimated proceeds of the levy for 
the next ten years (if continuing) or throughout the term of the levy

⎯ Multi-year obligations

ORC 5705.191, 5705.193, 133.24
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Tax Anticipation Notes (TANs)
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• Income Tax (school districts)

⎯ After approval of school district income tax

⎯ May be issued prior to time of first payment to the school district

⎯ Not more than 50% of the total estimated proceeds of the tax for the 
first year of collections (as estimated by tax commissioner)

⎯ Not to exceed five years.

ORC 5748.05, 133.24
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Lease-Purchase Financing
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• Types of lease-purchase transactions:

⎯ Equipment

⎯ Real property 

⎯ Certificated (COPs)

⎯ Lease revenue bonds

• Other common structures include lease/lease-back and sale/lease-

back

• Private placement (negotiated or RFP) or public offering (COPs)
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Lease-Purchase Financing
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• Basics

• Governmental entity makes installment payments with interest, subject to annual 

appropriation each fiscal year

• Title to the equipment or property transfers at the end of the lease

• Leased equipment or property serves as collateral
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Lease-Purchase Financing
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• Subject to Annual Appropriations

• Annual appropriation is a condition precedent to renewal

• Not considered indebtedness under state law, so not subject to direct debt 

limitations

• Failure to appropriate

⎯ Return of leased equipment/property

⎯ Impact on Issuer’s credit and potential future ability to borrow 
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Lease-Purchase Financing
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• Other Considerations

• Escrow fund

• Title work for real property leases

• Provisions benefitting Lessor

• Federal tax rules

• Financial obligation under SEC Rule 15c2-12
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Manuscript Debt 
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• Internal debt of the political subdivision

⎯ Securities of the political subdivision may first be offered to the officer(s) 
in charge of the bond retirement fund or the treasury investment board of 
a municipality.

• Must bear interest at a fair market rate (certified by fiscal officer)

• Can be outstanding for 5 years, unless matched to a specific obligation 

or debt of the subdivision (ORC 135.14)

• Taxable debt (not viewed as debt in the eyes of the IRS although it is 

debt for state-law purposes)

ORC 133.29
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County Treasurer-Purchased Debt
“Manuscript-Like Debt” 

• Chapter 133 debt

• But rather than purchased by bank or public investors, County 

Treasurer serves as the purchaser 

⎯ Securities of the political subdivision may first be offered to the officer(s) 
in charge of the bond retirement fund or the treasury investment board of 
a municipality.

• Permitted under ORC 133.29 and if County investment policy allows for it

• Can be tax-exempt

ORC 135
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Restrictions on Investments by County Treasurer
• County Investment Policy

• ORC 135.35(A)(4): 

⎯ “Bonds and other obligations of this state or the political subdivisions of this 

state, provided the bonds or other obligations of political subdivisions mature 

within ten years from the date of settlement;”

• County Auditor must certify that the interest rate is “a fair market 

rate or rates for such securities at the time of the sale” . . . 

⎯ . . . But the County Auditor isn’t in the investing business . . . 
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Why Manuscript Debt is Appealing
• For borrowing political subdivisions 

⎯ Avoid expense of public sale or placement with a bank

• No underwriter fees, placement agent fees, etc.

⎯ Potential interest rate breaks 

• For County Treasurers

⎯ Actively promote funding qualified projects for local jurisdictions

⎯ Mitigate/eliminate risk of default 

• County Budget Commission can assess risk first-hand 

• Help the local community by facilitating lower cost borrowings at 

competitive interest rates
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COMMERCIAL LOANS
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