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Columbus, Ohio 43215                   fax       614.466.5866 
                                                                        web     www.OhioHigherEd.org 

DIRECTIVE 2020-018 

April 22, 2020 

Re: CONSIDERATION OF A REQUEST BY MIAMI UNIVERSITY TO PLEDGE FEES IN 
SUPPORT OF A BOND ISSUANCE NOT TO EXCEED $125,000,000 TO BE USED TO 
FINANCE MULTIPLE CAPITAL PROJECTS 

Ohio Revised Code §3345.11 enables a state university or college to issue general receipts 
obligation bonds in the manner provided by and subject to the applicable provisions of Ohio 
Revised Code §3345.12.  

§381.390 of Am. Sub. H.B. 166 of the 133rd General Assembly requires that any new pledge of 
fees to secure bonds or notes of a state college or university be approved by the Chancellor of 
the Ohio Department of Higher Education. 

Pursuant to Ohio Revised Code, Miami University has demonstrated the following: 

• The proposed projects are essential to fulfilling institutional goals. 
• The institution’s Board of Trustees approved a resolution authorizing this bond 

issuance during their February 21, 2020 meeting. 
• The institution’s proposal complies with §3345.11 and §3345.12. 

 
Agency staff reviewed the request and posted its recommendations to the Department of Higher 
Education’s web site for purposes of providing a period of public comment before final approval 
by the Chancellor. The materials posted for comment and the request to pledge fees are 
attached to this document. 

Based on my review of staff recommendations, I hereby approve the request to pledge student 
fees by Miami University in support of general receipts obligation bonds in an aggregate amount 
not to exceed $125,000,000.  Furthermore, any increase in fees to support this issuance shall 
not be exempt from any future restraint to increases in undergraduate instructional and general 
fees imposed by the General Assembly. 

This directive will take effect immediately. 

 

                                                                               _     

Randy Gardner 
Chancellor 
 



Miami University Fee Pledge 
 
Miami University is requesting to pledge fees to support the issuance of up to $125 million of debt.  The 
University has a capital plan that identifies $156 million in projects and financing costs over the next 
four years.  This new debt will be used to build new academic facilities.  Planned capital projects consist 
of constructing a new 170,000 gross square feet Clinical Health Sciences Facility, and a new 75,000 gross 
square feet in size Digital Innovation Building.  The amount of debt issued takes into account various 
potential funding sources including gifts, local funding, and forthcoming FY21-22 state capital 
appropriation. 
 
The timing for issuing this debt is based on near historically low interest rates.  It takes into account the 

project schedules and when the multiple sources of funds will become available.  Miami evaluates the 

possibility of refunding existing bonds based on potential savings of this new money.  The new debt will 

be issued within 2020.  Based on the current market, they anticipate that most of this issuance will be 

fixed rate, long-term debt (25 years).  The principle payments will be funded from Educational and 

General (E&G) revenue and gifts from fund raising efforts.  Miami anticipates the completed academic 

facilities will enhance E&G revenue. 

Miami had $612.245 million of outstanding debt at the end of FY 2019.  Their Viability Ratio (assets to 
debt) was 124%.  If this debt was issued in FY 2019 their ratio would be 101.1%. Their SB 6 Composite 
Score in FY 2019 is 4.7; with the additional new debt Miami’s FY2019 composite score would remain at 
4.7. 
 
 
Analysis 
 

1) Does the request provide an overview and project descriptions with supporting documentation?   
Yes, Miami provided summaries of the two proposed capital projects. 

 
2) Does the proposal provide a projected cost break down?  

The funding is tied to the overall capital plan and part of multi-year debt issuances to 
support the facilities projects.  For planning purposes, Miami assumed 25 year debt at a 
fixed rate of 2.75%.  The current schedule assumes principle payments will start in FY2022 
in the amount of $6.8 million.  Final structure and debt service will be determined based 
on market conditions at issuance. 

 
3) Does the proposal specify that the project(s) will have no direct impact on student tuition and 

fees?   
The University states that: “No direct impact on tuition or fees is anticipated as a result 
of this new debt.”  
  

4) Does the proposal include a financial ratio analysis?  
Composite Scores below: 

 
FY2015  FY2016   FY2017  FY2018  FY2019  FY2019* 
    4.1             4.4         4.4         4.7         4.7        4.7 
 
 * Composite score if debt had been issued in FY 19 



 
5) Does the proposal provide a financial outlook and bond rating? Also, does the proposal discuss 

change in plant debt?  
▪ Miami’s current rating from FitchRatings is AA/Stable and from Moody’s is 

Aa3/Stable. 
▪ Miami University had outstanding debt - $612.245 million at the end of FY19.  Their 

Viability ratio was 124.1%; it would decline to 103% if the issuance of $125 million 
was included. 

 
 
 















































Miami University 
Fee Pledge Request - $125,000,000 

February 2020 
 

V. Financial Ratio Analysis (1) 
 
Through the 1997 enactment of Senate Bill 6, the 122nd General Assembly established a 
standardized method for monitoring the financial health of Ohio’s state-assisted colleges and 
universities. Subsequently, the administrative rules used to guide the implementation of S.B. 
6 identified three financial ratios to evaluate an institution’s fiscal health. The rules also 
established threshold factors for ranges of ratios, and created a weighted score of the 
threshold factors, termed the composite score, which provides a summary statistic to 
evaluate an institution’s financial stability. The ratios and composite score are described in 
greater detail below, including how Miami University performed when these measures are 
applied to its FY2015, FY2016, FY2017, FY2018, and FY2019 audited financial statements—
the most up-to-date financial data available.  
 
The FY2019 data shown in italics reflect the ratios and composite score when $125,000,000 
in new debt and a pro rata amount of interest on the new bonds is added to the actual FY2019 
calculations.  The ratios do not take into account the impact of the new debt on the 
university’s future retirement of existing debt obligations or future changes in revenues and 
expenses. No further adjustments to the FY2019 calculations as a result of this request have 
been made as it is presumed the university’s total debt outstanding and related debt service 
will either decrease or remain the same.  The calculations do not reflect the impact of any 
potential advance refundings. 
 
 
1. Viability Ratio 
 
The viability ratio is defined as expendable net assets divided by plant debt. This ratio is a 
measure of an institution’s ability to retire its long-term debt using available current 
resources. A viability ratio in excess of 100% indicates that the institution has expendable 
fund balances in excess of its plant debt. Pursuant to this analysis, a viability ratio of 60% or 
greater is considered good, while a ratio below 30% might be a cause for concern. Miami 
University’s viability ratios for FY2015, FY2016, FY2017, FY2018, and FY2019 are as follows: 
             

FY2015 FY2016 FY2017 FY2018 FY2019 FY2019 
0.92  0.98  0.94  1.11  1.24  1.03 

 

(1) Financial Ratios for FY 2015 and FY2016 are presented excluding the impact of the implementation of 

GASB Statement No. 68 Accounting and Financial Reporting for Pensions and an amendment of this 

statement, GASB No. 71, Pension Transition for Contributions Made Subsequent to the Measurement 

Date. 

 



2. Primary Reserve Ratio 

 
The primary reserve ratio is defined as expendable net assets divided by total operating 
expenses. This ratio is one measure of an institution’s ability to continue operating at current 
levels without future revenues. Pursuant to this analysis, a ratio of 10% or greater is 
considered good, while a ratio below 5% would be a cause for concern. Miami University’s 
primary reserve ratios for FY2015, FY2016, FY2017, FY2018, and FY2019 are as follows: 
                              

FY2015 FY2016 FY2017 FY2018 FY2019 FY2019 
102.0% 100.9% 105.4% 114.3% 118.2% 117.6% 

 
3. Net Income Ratio 
 
The net income ratio represents the change in total net assets divided by total revenues. This 
ratio is an important measure of an institution’s financial status in terms of current year 
operations. A negative net income ratio results when an institution’s current year expenses 
exceed its current year revenues. A positive net income ratio indicates that the institution 
experienced a net increase in current year fund balances. Miami University’s net income 
ratios for FY2015, FY2016, FY2017, FY2018, and FY2019 are as follows:  
                                                                                  

FY2015 FY2016 FY2017 FY2018 FY2019 FY2019 
16.9%  10.6%  15.5%  15.0%  12.4%  12.0% 

 
4. Composite Score 
 
The ratios are translated into a single composite score by assigning individual scores to 
ranges of ratios, weighting the individual scores, and summing the weighted scores. The 
primary reserve score is weighted more heavily than is the viability ratio, which in turn is 
weighted more heavily than the net income ratio. This scoring process effectively 
emphasizes the need for campuses to have strong expendable fund balances, manageable 
plant debt, and a positive operating balance.  
 
The minimum acceptable composite score is any score above 1.75. Institutions with 
composite scores at or below this level merit special monitoring, and would be placed on 
fiscal watch if the ratio analysis yielded a composite score at or below this level for two 
consecutive years. The highest possible score is a 5.0. Miami University’s composite scores 
have been above the minimum threshold:                                                     

 
FY2015 FY2016 FY2017 FY2018 FY2019 FY2019 
4.1  4.4  4.4  4.7  4.7  4.7 
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