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INDEPENDENT ACCOUNTANT’'S REPORT ON APPLYING AGREED-UPON-PROCEDURES
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Columbus, OH 43215 Columbus, OH 43215

Larry Scurlock Asst. State Debt Manager Stacey Cumberlander, Secretary
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30 E. Broad St., 34™ Floor Columbus, OH 43215

Columbus, OH 43215
Dear Mr. Wozniak, Ms. Klatt, Mr. Scurlock, and Ms. Cumberlander:

We have performed the procedures enumerated below, which were agreed to by the
management of the Commissioners of the Sinking Fund (CSF), Ohio Public Facilities
Commission (OPFC), State Board of Deposit (BOD), and Auditor of State solely to assist you in
gaining assurance over (1) the accuracy and completeness of the Schedule of General
Obligations Bonds from the Semi-Annual Report January 1, 2010 to June 30, 2010, issued by
CSF, (2) compliance with debt issuance procedures and (3) compliance with Revised Code
Chapter 135 requirements and accuracy of bank fees paid during the fiscal year ended June 30,
2010. This agreed-upon procedures engagement was conducted in accordance with the
American Institute of Certified Public Accountants’ attestation standards and applicable
attestation engagement standards included in the Comptroller General of the United States’
Government Auditing Standards. The sufficiency of these procedures is solely the responsibility
of the parties specified in this report. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has
been requested or for any other purpose. Our procedures and findings are described in the
following section of this report.

1. To help assure the accuracy and completeness of the Schedule of General Obligation
Bonds from the "Semi-Annual Report January 1, 2010 to June 30, 2010" prepared by
CSF (attached), examine supporting documentation for the bonds authorized, bonds
issued, outstanding bond debt, interest paid through June 30", remaining interest
through maturity, and cash balance in the applicable bond service funds and describe
the documentation used to support the amounts.

Findings:

Bonds authorized — Various sections of Article VIII of the Ohio Constitution, as approved
by voters, authorizes the issuance of Highway Capital Improvement Bonds, Coal
Research and Development Bonds, Natural Resources Capital Facilities Bonds,
Common Schools Capital Facilities Bonds, Higher Education Capital Facilities Bonds,
Public Infrastructure Capital Improvements Bonds, Conservation Projects Bonds, Third
Frontier Research and Development Projects Bonds, Third Frontier Job Ready Site
Development Bonds, and Veterans Compensation Bonds. The authority to issue bonds
in amounts authorized was conferred upon the CSF, OPFC, and the Treasurer of State
of Ohio through legislation of the General Assembly or Ohio Constitution.
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We traced all bonds authorized reported on the Schedule of General Obligation Bonds
as of June 30, 2010 to a bond authorization schedule maintained by the Office of Budget
and Management. In addition, we were able to trace most of the individual
authorizations to the supporting legislation of the General Assembly. The individual
authorizations that we were unable to trace to supporting legislation were older
authorizations issued prior to the 122 General Assembly that could not be obtained.

Bonds Issued — The bonds issued balance reported on the Schedule of General
Obligation Bonds includes bonds issued and refunded, but excludes refunding bonds in
cases when issued. This balance traced and agreed to bond issuance documents
without exception.

Outstanding Bonded Debt — The outstanding bonded debt balance reported on the
Schedule of General Obligation Bonds excludes bonds refunded, but includes refunding
bonds in cases when issued. This balance traced and agreed to debt-service-to-
maturity schedules without exception.

Interest Paid through 06/30/10 - The interest paid through 06/30/10 balance reported on
the Schedule of General Obligation Bonds as of June 30, 2010 consists of both fixed
and variable rate bond interest paid. For the State’s fixed rate bonds interest payments
traced and agreed to debt-service-to-maturity schedules without exception. For the
State’s variable rate bonds all interest payments were traced and agreed to invoices
from the bondholders without exception. For American Recovery and Reinvestment Act
Build America Bonds, this amount includes the federal subsidy portion of interest paid.

Remaining Interest through Maturity — The remaining interest through maturity balance
reported on the Schedule of General Obligation Bonds as of June 30, 2010 consists of
future interest payments. This balance traced and agreed to debt-service-to-maturity
schedules without exception. The debt-service-to-maturity schedules for the State’s nine
variable rate bonds, each of which have a swap agreement establishing a fixed swap
rate, contain estimates for future interest payments to bondholders. For all nine of the
variable rate bonds, the CSF estimated future interest rates at 4% through maturity.

Cash Balance in Bond Service Fund — The Cash Balance in Bond Service Fund balance
reported on the Schedule of General Obligation Bonds as of June 30, 2010 traced and
agreed to the Ohio Administrative Knowledge System Balance Report as of June 30,
2010 without exception.

2. We will review the process for issuing debt at OPFC and determine: what debt was
issued during the fiscal year; whether this debt issuance was properly approved; which
purpose the debt served (primary and secondary education, higher education, natural
resources and conservation, coal research and development, infrastructure
improvements, third frontier research and development, or site development); and the
debt was accurately reflected as "bonds issued" as of June 30" on the "Schedule of
General Obligation Bonds" in the CSF semi-annual report.
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Findings:

Debt issued by OPFC during fiscal year 2010 was as follows:

Purpose Series Amount
Coal Development 2009 J $ 10,000,000
Coal Development 2009 K 30,000,000
Common Schools - Refunding Bonds 2009 C 240,830,000
Common Schools - Refunding Bonds 2010 A 131,170,000
Common Schools - Refunding Bonds 2010 B 53,685,000
Conservation Project - Refunding Bonds 2009 A 34,040,000
Conservation Project 2009 B 16,765,000
Conservation Project 2009 C 33,235,000
Higher Education - Refunding Bonds 2009 C 262,430,000
Higher Education - Refunding Bonds 2010 A 95,240,000
Higher Education - Refunding Bonds 2010 B 24,360,000
Infrastructure - Refunding Bonds 2010 A 51,290,000
Infrastructure 2010 B 120,000,000
Infrastructure - Refunding Bonds 2010 C 54,400,000
Job Site Ready 2009 A 18,885,000
Job Site Ready 2009 B 26,115,000
Natural Resources - Refunding Bonds 2009 M 5,285,000
Natural Resources 2009 N 9,835,000
Natural Resources 2009 O 20,165,000
Third Fontier 2009 B 75,000,000

$ 1,312,730,000

Each issuance was properly approved via Resolution and was accurately reflected as
“bonds issued” as of June 30" on the “Schedule of General Obligation Bonds” in the
CSF semi-annual report.

3. If the Treasurer of State issued general obligation debt for Highway Capital
Improvements during the fiscal year, we will review the process for issuing debt at the
Treasurer of State; determine whether the debt issuance was approved by the proper
authority; and determine that the debt was accurately reflected as "bonds issued' as of
June 30™ on the "Schedule of General Obligation Bonds" in the CSF semi-annual report.

Findings:

During fiscal year 2010, the Treasurer of State issued $170 million in Highway Capital
Improvement bonds. Pursuant to our review of the bond issuance documents, the
bonds were properly certified by the Office of the Treasurer of State and Director of the
Ohio Department of Transportation. The debt was accurately reflected as “bonds
issued” as of June 30th on the “Schedule of General Obligation Bonds” in the CSF semi-
annual report.
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4, We will review the monthly BOD minutes to determine whether a quorum was present,
prior minutes were approved, and minutes contained sufficient facts and information to
understand rationale behind decisions made. The BOD is required to meet monthly per
Section 135.02, Revised Code.

Findings:

Pursuant to our review of the monthly BOD minutes, we noted that a quorum was
present and prior minutes were approved each month. In addition, the minutes
contained sufficient facts and information to understand the rationale behind decisions
made.

5. We will determine that interim deposits (investments) were approved by the BOD on a
monthly basis. Section 135.09, Revised Code states that interim deposits may be
awarded by the treasurer or governing board as interim moneys become available.

Findings:

Pursuant to our review of the monthly BOD minutes, we noted that a motion was moved
and carried each month to ratify the previous months’ interim funds.

6. We will select two monthly bank statements of the approved depository bank for the
State of Ohio's active deposits and determine that the Treasurer of State paid the
appropriate amount of bank fees to the public depository by recalculating the bank fees.
The BOD designates the public depositories of state monies biennially per Section
135.12, Revised Code.

Findings:

KeyBank is the approved depository bank for the State of Ohio’s active deposits. We
obtained the KeyBank Account Analysis Statement, which details all service charges for
the month, for the months of September 2009 and March 2010, and attempted to
recalculate the bank fees by tracing AFP Codes/Unit Prices to the banking services
agreement and Quantity to appropriate supporting documentation. Our results were as
follows:

September 2009 (46 bank accounts included in the Account Analysis Statement):

» For 26 of the bank accounts, all quantities charged agreed to the KeyBank Public
Sector Statement, which is a detailed accounting of monthly transactions.

» For 10 of the bank accounts, we were only able to agree some quantities
charged to the KeyBank Public Sector Statement; however, the remaining,
mostly large volume quantities charged agreed to a Monthly Account Analysis
Service Volume Review Form, which is a confirmation of quantities charged
submitted by the appropriate State agency. For the six Monthly Account Analysis
Service Volume Review Forms that noted discrepancies, we were unable to
determine whether or not the discrepancies were resolved.
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For 10 of the bank statements, we were only able to agree some quantities
charged to the KeyBank Public Sector Statement. For the remaining, mostly
larger volume quantities charged, we were unable to obtain appropriate
supporting documentation.

For all bank accounts, all unit prices agreed with unit prices outlined in the
banking services agreement.

For all bank accounts, all service charges, as presented in the KeyBank Account
Analysis Statement, recalculated without exception.

For all 11 bank accounts that received an Earnings Credit Allowance, we were
able to recalculate the amount in accordance with the banking service
agreement.

For all 15 bank accounts charged an FDIC Assessment, we were able to
recalculate the amount in accordance with the bank-assessed rate, as provided
by the BOD.

March 2010 (44 bank accounts included in the Account Analysis Statement):

>

>

For 24 of the bank accounts, all quantities charged agreed to the KeyBank Public
Sector Statement, which is a detailed accounting of monthly transactions.

For 10 of the bank accounts, we were only able to agree some quantities
charged to the KeyBank Public Sector Statement; however, the remaining,
mostly large volume quantities charged agreed to a Monthly Account Analysis
Service Volume Review Form, which is a confirmation of quantities charged
submitted by the appropriate State agency. For the five Monthly Account
Analysis Service Volume Review Forms that noted discrepancies, we were
unable to determine whether or not the discrepancies were resolved.

For 10 of the bank statements, we were only able to agree some quantities
charged to the KeyBank Public Sector Statement. For the remaining, mostly
larger volume quantities charged, we were unable to obtain appropriate
supporting documentation.

For all bank accounts, all unit prices agreed with unit prices outlined in the
banking services agreement.

For all bank accounts, all service charges, as presented in the KeyBank Account
Analysis Statement, recalculated without exception;

For all eight bank accounts that received an Earnings Credit Allowance, we were
able to recalculate the amount in accordance with the banking service
agreement.

For all 12 bank accounts charged an FDIC Assessment, we were able to
recalculate the amount in accordance with the bank-assessed rate, as provided
by the BOD.

We were not engaged to and did not conduct an examination, the objective of which would be
the expression of an opinion on the accuracy and completeness of the Schedule of General
Obligations Bonds from the Semi-Annual Report January 1, 2010 to June 30, 2010, issued by
the Commissioners of the Sinking Fund, as well as compliance with debt issuance procedures
and Revised Code Chapter 135 requirements and accuracy of bank fees paid during the fiscal
year ended June 30, 2010. Accordingly, we do not express an opinion. Had we performed
additional procedures, other matters might have come to our attention that would have been
reported to you.
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This report is intended solely for the information and use of the Commissioners of the Sinking
Fund, Ohio Public Facilities Commission, State Board of Deposit, and Auditor of State, and is
not intended to be, and should not be used by anyone other than these specified parties.

(m«% (Vo Coclde- 1L

Kennedy Cottrell Richards LLC
September 30, 2010



STATE OF OHIO

SCHEDULE OF GENERAL OBLIGATION BONDS

As of JUNE 30, 2010

COAL NATURAL
HIGHWAY RESEARCH RESOURCES
CAPITAL AND CAPITAL
IMPROVEMENTS DEVELOPMENT FACILITIES
BONDS BONDS BONDS
Section 2m of Section 15 of Section 2| of
Article VIII, Article VI, Article VIII,
Ohio Constitution Ohio Constitution Ohio Constitution
Legal Authority & Date of Voter Authorization 141711985 11/5/1985 11721993
Bonds Authorized |3 2,772,000,000 5 231,000,000 5 350,000,000
Bonds Issued (A) .. 2,115,000,000 198,000,000 325,000,000
Bonds Authorized, but not Issued 657,000,000 33,000,000 25,000,000
Bonds Matured. P 1,405,500,000 139,755,000 176,660,000
Outstanding Bonded Debt (B) 709,500,000 28,245,000 151,750,000
Total interest Cost to Maturity 598,850,017 46,164,830 113,720,307
Interest Paid through 06/30/10 .. .. 420,899,884 42,761,515 83,435,637
Remaining Interest through Maturity .. 178,950,133 3,403,315 30,284,670
Original Discount on Capital Appreciation Bonds. - -
Accreted Principal Paid through 06/30/10 - - -
Remaining Discount through Maturity - - -
Cash Balance in Bond Service Fund 242 302 167,675 7,956
Final Maturity Date. 5/1/2025 8/1/2019 4/1/2024
Funding Source(s) Highway Use Tax, General Revenue Fund | General Revenue Fund
Gasoline Tax & Appropriation Appropriation
Internaticnal Registration
Plan Fees
COMMON HIGHER PUBLIC
SCHOOLS EDUCATION INFRASTRUCTURE
CAPITAL GAPITAL CAPITAL
FACILITIES FACILITIES IMPROVEMENTS
BONDS BONDS BONDS
Section 2n of Section 2n of Section 2m of
Article VIH, Article VIE, Article VI,
Ohio Constitution Ohio Constitution Ohio Constitution
Legal Authority & Date of Voter Authorization 11/2/1999 11/2/1999 11/3/1987
Bonds Authorized (D) 3 3,870,000,000 $ 2,613,000,000 $ 3,000,000,000
Bonds Issued (A) . 3,290,000,000 2,000,000,000 2,759,986,135
Bonds Authorized, but not [ssued 580,000,000 613,000,000 240,013,865
Bends Matured. e 630,540,000 500,750,000 1,172,608,329
OQutstanding Bonded Debt (B) ... .. 2,626,980,000 1,484,425,000 1,578,920,636
Total interest Cost to Maturity (C) 1,794,814,257 1,122,237,916 1,417,232,388
Interest Paid through 06/30/10 . .. .. .. . o 791,474,532 549,163,441 790,141,993
Remaining nterest through Watarity (Cf 77 003338725 T 573074475 T 627,090,385 1
Original Discount on Capital Appreciation Eonds - - 281,518,034
Accreted Principal Paid through 06/30/10 - - 183,918,671
Remaining Discount through Maturity - - 97,599,363
Cash Balance in Bond Service Fund 4758 3,258 32,804
Final Maturity Date 915/2026 11/1/2026 9/1/2030
Funding Source(s) General Revenue Fund | General Revenue Fund | General Revenue Fund
Appropriation & Net Appropriation Appropriation
Lottery Proceeds

(continued)
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{Continued)
THIRD THIRD
FRONTIER FRONTIER JOB
CONSERVATION RESEARCH AND READY SITE
PROJECTS DEVELOPMENT DEVELOPMENT
BONDS PROJECT BONDS BONDS
Section 20 of Section 2p of Section 2p of
Article Vi, Article VI, Article ViIt,
Ohio Constitution Ohio Constitution Chio Constitution
Legal Authority & Date of Vefer Authorization 11/7/2000 11/8/2005 11/8/2005
Bonds Authorized $ 300,000,000 $ 450,000,000 3 120,000,000
Bonds Issued (A} 250,000,000 255,700,000 75,000,000
Bonds Authorized, but not Issued 50,000,000 194,300,000 45,000,000
Bonds Matured . 56,405,000 43,855,000 11,035,000
Qutstanding Bonded Debt (B} 192,840,000 211,845,000 63,955,000
Total Interest Cost to Maturity 97,561,571 63,038,538 16,723,245
Interest Paid through 06/30/10 39,241,058 17,438,064 3,935,867
Remaining Interest through Maturity 57,620,513 45,600,474 12,787,378
Original Discount on Capital Appreciation Bonds. - -
Accreted Principal Paid through 06/30/10 - -
Remaining Discount through Maturity " . -
Cash Balance in Bond Service Fund 4,868 2,137 4,290
Final Maturity Date 3172024 11/9/2018 111142019
Funding Source(s) General Revenue Fund | General Revenue Fund | General Revenue Fund
Appropriation Appropriation Appropriation
PERSIAN GULF,
AFGHANISTAN & IRAQ
CONFLICTS
COMPENSATION
BONDS
Section 2r of
Article VIII,
Ohio Constitution
Legal Authority & Date of Voter Authorization 11/9/2009
Bonds Authorized $ 200,000,000
Bonds Issued (A) -
Bonds Authcrized, but not Issued 200,000,000
Bonds Matured -
Qutstanding Bonded Debt. -
Total Interest Cost to Maturity ...........cc.ccooreee v -
Interest Paid through 06/30/10 |
Remaining Interest through Maturity
Original Discount on Capital Appreciation Bonds.
Accrated Principal Paid through 06/30/10
Remaining Discaunt through Maturity -
Cash Balance in Bond Service Fund -
Final Maturity Date -
Funding Source(s) General Revenue Fund
Appropriation
(continued)
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Notes:

(A} The “Bonds issued” balance includes bonds issued and refunded, but excludes refunding bonds in cases when issued Also, not
more than

« $220 million in Highway Capital improvements Bonds may be issued in any year
» $50 mitlion in Natural Resources Capital Facilities Bonds may be issued in any fiscal year

» §$120 million in Public Infrastructure Capital Improvements Bonds may be issued in each of the first five fiscal years beginning with
Fiscal Year 2008 and not more than $150 million may be issued in each of the five fiscat years thereafter

« $50 million in Conservation Projects Bonds may be issued in any fiscal year

+ $450 million in Third Frontier Research and Development Projects Bonds may be issued for the period including state fiscal years
2006 through 2011 and not more than $225 million in Fiscal Year 2012, and nc more than $175 may be issued in any other fiscal
year

« $30 million in Third Frontier Job Ready Site Development Bonds may be issued in each of the first three fiscal years and not more
than $15 million In any other fiscal year

(B} The “Outstanding Bonded Debt “balance excludes bends refunded, but includes refunding bonds in cases when issued Also, not
more than

+ $1.2 billion in Highway Capital Improvements Bonds may be outstanding at any time

« $100 million in Coal Research and Devefopment Bonds may be outstanding at any time

+ $200 million In Natural Resources Capital Facilities Bonds may be outstanding at any time
« $400 million in Conservation Projects Bonds may be outstanding at any time

(C} The “Total Inferest Cost to Maturity” and “Remaining Interest through Maturity” balances for the Common Schools Capitai Facilities
Bonds and the Public infrastructure Capital Improvements Bonds include estimates for interest payable on variable rate bonds in the
future

(D} The amounts of general obligations authorized for Common Schools Facilities and for Higher Education Faciliies have been reduced
by $800 million and $950 million, respectively, as a resuit of proceeds generated by the Buckeye Tobacco Seftlement Financing
Authority, which will be used to fund such purposes in lieu of bonded debt until all proceeds are expended
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