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Higher Educational 
Facility 
Commission 

 
OVERVIEW 

The Higher Educational Facility Commission was established in 1968 to help Ohio’s approximately 55 
eligible independent non-profit colleges and universities obtain construction capital at lower costs than 
might otherwise be available to them.  The Commission is comprised of nine members, including the 
Chancellor of the Board of Regents, who serves permanently, and eight others who are appointed by the 
Governor and serve eight year terms.  Its activities are governed by Chapter 3377. of the Revised Code.   

The Commission assists the independent institutions by issuing revenue bonds to finance the acquisition, 
construction, and renovation of their facilities.  Although the bonds are state bonds, the institutions that 
are issued the bonds make all of the principal and interest payments.  As with Air Quality bonds, the state 
disclaims any liability in case of default.  Default is the responsibility of the institutions, on whose behalf 
the bonds are issued.  The Commission in each case enters into an agreement under which the university 
or college leases the constructed facility from the Commission and pays rent to the Commission in 
amounts needed to retire the bonds. 

Since the Commission is an agency of the state of Ohio, the interest paid by the Commission to the 
bondholders is exempt from state and federal income tax.  Accordingly, the bonds can be issued at lower 
interest rates, effectively enabling the Commission to charge the institutions capital financing rates that 
are lower than commercial market rates.  According to estimates, the savings in bond interest and costs 
has ranged up to 2% per year. 

In addition to issuing bonds for projects at a specific institution, the Commission, beginning in FY 1997, 
also established a pool of construction capital for the financing of smaller capital projects at multiple 
institutions.  This pooling enables each project to be financed at rates lower than they could be if each 
project had to be financed individually on the capital markets.  The amount of capital raised in pools is 
included in the reported total amount of bonds issued. 

Although the Commission is a state agency with general administrative powers, it has been able to 
operate without a separate staff or permanent offices.  Instead, it has elected to rely upon bond counsel 
and the support of the Board of Regents, whose staff provides the day-to-day administration of the 
Commission.  These services include accounting and record keeping, scheduling and coordinating 

• Annual appropriation 
increases of 10% in 
each fiscal year  

• $267 million in tax-
exempt revenue bonds 
issued in FY 2002 for 
projects at 15 of Ohio’s 
private institutions 
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commission meetings and project applications, and preparing the Commission’s annual report.  
Furthermore, the commission members receive no compensation for their services.  Thus, the 
Commission has almost no operating costs and does not need a General Revenue Fund budget. 

The appropriation for the Commission’s small Agency Fund line item (372-601, Operating Expenses) 
enables the Commission to reimburse the Board of Regents for the costs of the services provided to the 
Commission by the Regents’ administrative staff, including part of the staff salaries.  The payments to 
Regents, which are transferred to line item 235-602, HEFC Administration, constitute the only uses of 
funds under this line item.   

The revenues to support the appropriation are obtained from fees charged to the colleges and universities 
for the issuance of the bonds.  A $500 fee is paid to the Commission upon application for a capital loan, 
and once the bonds are issued, a fee equal to 0.02% of the principal is paid to the Commission.  In no case 
shall the total amount of fees paid be less than $1,000, nor more than $3,000.  The Commission indicates 
that, by this method it can help sustain the independent colleges and universities at no cost to the state. 
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ANALYSIS OF EXECUTIVE PROPOSAL 

Higher Educational Facility Commission 

 
Purpose:  To administer the program that assists Ohio’s independent colleges and universities in 
acquiring tax exempt financing for the construction of education facilities. 

The following table shows the line item that is used to fund this commission’s operations, as well as the 
executive budget’s recommended funding levels. 

 
Agency Fund Group 

Fund ALI Title FY 2004 FY 2005 

AGY:  461 372-601 Operating Expenses $15,290 $16,819 

Total funding:  HIGHER EDUCATIONAL FACILITY COMMISSION $15,290 $16,819 

 

The Executive has recommended $15,290 for FY 2004, a 10% increase over funding levels for FY 2003.  
The Executive has proposed $16,819 for FY 2005, a 10% increase over FY 2004.  The appropriations will 
be used to reimburse the administrative and staffing costs incurred by the Board of Regents.  It is 
estimated that the expenses will fall under two object classes, with $8,290 in FY 2004 and $9,819 in 
FY 2005 to be used for maintenance, and $7,000 in each fiscal year to be used for personal services. 

The additional funding for the next biennium will allow the Board of Regents to maintain and increase the 
level of service it provides to the Higher Educational Facility Commission.  No GRF funds will be used, 
since revenue for Agency Fund 461 is from fees paid by the independent institutions upon application for 
and the issuance of bonds by the Commission.  The table below presents the revenue received and 
disbursements since FY 2000.  It should be noted that in FY 2001 and FY 2002, the amount of fee 
revenue reported is below the actual amount that should have been assessed.  It has been found through an 
audit performed by the Auditor of State that during those years, the 0.02% of principal fee was not 
collected.  The Higher Educational Facility Commission is currently in the process of collecting these 
fees, and has corrected this problem by automatically including the fee as part of the bond issuing 
process.  

 
Actual Estimated 

 
FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 

Fee Revenue $24,600 $4,500 $13,528 $13,900 $20,000 $20,000 

Disbursements $2,983 $8,310 $9,196 $13,900 $15,290 $16,819 

Difference $21,617 ($3,810) $4,332 $0 $4,710 $3,181 

Fund Balance $45,045 $41,235 $45,567 $45,567 $50,277 $53,458 

As can be seen in the table, the amount of fee revenue can fluctuate over the years.  This is due to the fact 
that the amount of revenue in the agency fund is dependent on the number of applications received by the 
Commission.  While the agency expects to add $7,891 to the surplus in its agency fund during the 
FY 2004-2005 biennium, the current balance of $45,567 will support the increased appropriation, even if 
the fee revenue received is below the estimated amounts. 
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ADDITIONAL FACTS AND FIGURES 

Staffing Levels 

• The Higher Educational Facility Commission has no offices or staff.  The staff of the Board of 
Regents and bond counsel perform the Commission’s financing and administrative functions.   

Projects Financed 

• In FY 2002, the Commission issued $267,164,970 worth of bonds.  As of June 30, 2002, the 
principal amount of debt outstanding was $1,349,677,425. 

• The table below presents a list of projects that were financed in FY 2002 with bonds issued by the 
Commission.  

Institution Type of Project Issue Date Original Principal Amount 

Wittenberg Science Center - site 
improvements and utilities July 1, 2001 $14,395,000 

Dayton Equipment September 1, 2001 $5,514,970 

Pooled Various projects for Capital, 
Wooster, and CIA  

October 11, 2001 $21,890,000 

John Carroll Science Building November 7, 2001 $35,400,000 

Ohio Northern Student Apartments April 1, 2002 $10,140,000 

Dayton 
Arena, science labs and 
lecture halls, student housing, 
real property 

April 26, 2002 $28,000,000 

Pooled 

Various projects at Ashland, 
Bluffton, Defiance, Hiram, 
Marietta, Ohio Wesleyan, and 
Walsh 

May 9, 2002 $51,825,000 

Case Western (Series A) 
Student housing, parking 
garage, medical school 
addition, West Quad, etc. 

May 28, 2002 $64,875,000 

Case Western (Series B) 
Student housing, parking 
garage, medical school 
addition, West Quad, etc. 

May 28, 2002 $35,125,000 
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PERMANENT AND TEMPORARY LAW  

Permanent Law Provisions 

There are no permanent law provisions with fiscal effects on this agency. 

Temporary Law Provisions 

There are no temporary law provisions with fiscal effects on this agency. 
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REQUESTS NOT FUNDED 

The executive proposal completely funds the requests made by the Higher Educational Facility 
Commission during the FY 2004-2005 biennium. 



Higher Educational Facility Commission, Ohio -  Catalog of Budget Line Items

Agency Fund Group

      

$2,982 $8,310 $9,196 $13,900 $15,290 $16,819

AGY: Revenues are obtained through charges assessed to Ohio's private colleges 
and universities assisted by the commission, for the issuance of tax-exempt revenue 
bonds.  The current fee structure consists of a $500 flat fee due upon each 
application; and a fee of .02 percent of  the principal amount of the bonds issued, 
provided that the total is no less than $1,000 and no greater than $3,000.  The initial 
$500 fee is credited against the final total fee.

ORC 3377 (originally established in 1968 by Am. S.B. 453 of the 107th G.A.)

To reimburse the Ohio Board of Regents for the support it provides for the Higher 
Educational Facility Commission (HEFC).  Since the HEFC does not have a 
separate staff or permanent offices, the Board of Regents provides the services 
required by the HEFC.  These include accounting and record keeping, scheduling 
and coordinating commission meetings and project applications, and preparing the 
commission's annual report.

2000 2001 2002 2003
Estimate

2004
House Passed

2005
House Passed

Source:

Legal Basis:

Purpose:

461

178.7% 10.7% 51.2% 10.0% 10.0%

372-601 Operating Expenses

COBLI: 1 of 1

Legislative Service Commission - Redbook



Higher Educational Facility Commission, Ohio H. B. 0095

As Introduced

Main Operating Appropriations Bill

As Passed  by the House

Allowing Tax Exempt Bonds for Sectarian Colleges and UniversitiesSubject:

 3377.01, 3377.06R.C.

No provision. Authorizes the issuance of tax exempt revenue bonds and 
anticipation notes to pay for project costs related to 
facilities used for sectarian study or instruction, or religious 
worship, but not for facilities used exclusively for devotional 
activities.

Eliminates admission without discrimination by creed as a 
condition for participation in the program.

1 4/25/2003Prepared by the Legislative Service Commission



As
Introduced

20052003

% Change
Est. 2003 to 
House 2004

% Change
House 2004 to 

House 2005

As
Introduced

2004Fund ALI ALI Title

LSC Budget Spreadsheet by Line Item, FY 2004 - FY 2005

Estimated
 House

 Sub Bill
2004

 House
 Sub Bill

2005

Higher Educational Facility Commission, OhioHEF
10.0% 10.0%461 372-601 Operating Expenses $ 15,290 $ 16,819$13,900 $ 15,290 $ 16,819

10.0% 10.0%Agency Fund Group Total $ 15,290 $ 16,819$ 13,900 $ 15,290 $ 16,819

10.0% 10.0%$ 15,290 $ 16,819Total All Budget Fund Groups $ 13,900 $ 15,290 $ 16,819

Friday, April 25, 2003 Page 1 of  1Prepared by the Legislative Service Commission


