As Introduced

130th General Assembly
Regular Session H. B. No. 337
2013-2014

Representative Terhar

Cosponsors: Representatives Becker, Grossman, Lynch, Roegner,
Thompson, Beck, Brenner, Butler, Conditt, Henne, Adams, J., Duffey,

Retherford, McGregor, Rosenberger

A BILL

To anend sections 118.27, 5705.13, and 5705.39, to
enact sections 117.54, 118.40, 171.20, 171.21, and
5705.413, and to repeal section 733.33 of the
Revi sed Code to revise budgeting requirenents that
apply to local governments, mandate that certain
actuarial standards be applied in political
subdi vi si ons that have i ndependent retirenent
systens, and authorize the Auditor of State to
i npose sanctions on |ocal governnments that fail to
comply with budget, debt, or pension requirenents

under state | aw.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF OHIO:

Section 1. That sections 118.27, 5705.13, and 5705. 39 be
amended and sections 117.54, 118.40, 171.20, 171.21, and 5705. 413

of the Revised Code be enacted to read as foll ows:

Sec. 117.54. |If a county, township, or nunicipal corporation
fails to conply with section 133.03, 133.05, 133.07, 133.09,
5705. 13, or 5705.39 of the Revised Code or with any provision of
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Chapter 118. of the Revised Code, the auditor of state may notify

the director of budget and managenent. Upon receiving such a

notification, the director shall suspend the paynent of all state

funding for that county. township. or nunicipal corporation., other

than benefit assistance to individuals, until subsequent

notification fromthe auditor to the director that the political

subdi vi si on has achi eved substantial conpliance with such sections

and chapter. Upon recei pt of the subsequent notification, the

di rector of budget and managenent shall release all funds w thheld

fromthe political subdivision under this section

As used in this section, "state funding" neans any state

revenue transferred to a county, townshi p. or municipa

corporation including, but not limted to, |ocal governnent fund

al l ocations under section 5747.50 of the Revised Code, tangible

personal property tax replacenent paynents under section 5727. 86

or 5751.22 of the Revised Code, and property tax reduction
rei nbursenent paynents under section 321.24, 323.156, or 4503. 068

of the Revised Code. "State funding" does not include any

appropriations for current expenses or any funds provi ded pursuant

to a contract., including those funds provi ded under Section 6 of
Article 15, Chio Constitution.

Sec. 118.27. (A A financial planning and supervision
comm ssion with respect to a nunicipal corporation, county, or
township, and its functions under this chapter, shall continue in
exi stence until such tinme as a deternination is nade pursuant to

division (B) of this section that of one of the follow ng:

(1) In the case of a village, the village has dissol ved and

wound up its affairs in accordance with section 118.31, 703.20, or

703. 201 and section 703.21 of the Revised Code.

(2) In the case of a township, the township has dissol ved

pursuant to section 118.31 of the Revi sed Code and wound up its
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affairs in accordance with sections 503.02 and 503.17 to 503.21 of

t he Revi sed Code.

(3) In the case of a nunicipal corporation, county, or

townshi p, the municipal corporation, county, or township has done

all of the follow ng:

H-(a) Planned, and is in the process of good faith
i npl enentation of, an effective financial accounting and reporting
systemin accordance with section 118.10 of the Revised Code, and
it is reasonably expected that such inplenentation will be

conpleted within two years;

2>(b) Corrected and elinminated or has planned and is in the
process of good faith inplenentation of correcting and elimninating
all of the fiscal emergency conditions deternined pursuant to
section 118.04 of the Revised Code, and no new fiscal emergency
condi ti ons have occurred. The auditor of state shall nonitor the
progress of the municipal corporation, county, or township inits
pl an of good faith inplenmentation of correcting and elininating
all the fiscal energency conditions. This nonitoring is to secure
full inplementation at the earliest tine feasible but within two
years fromsuch term nation. If after a two-year period, the
muni ci pal corporation, county, or township has failed to secure
full inplenmentation, the auditor of state may redeclare the
nmuni ci pal corporation, county, or township to be in a fiscal

emer gency.

33(c) Met the objectives of the financial plan described in
section 118.06 of the Revised Code;

4-(d) The munici pal corporation, county, or township
prepares a financial forecast for a five-year period in accordance
wWith the standards issued by the auditor of state. An opinion nust
be rendered by the auditor of state that the financial forecast is

consi dered to be nonadverse.
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(B) The determ nation that akH—ef-sueh the conditions for the
term nation of the existence of the conm ssion and its functions
exi st may be made either by the auditor of state or by the
commi ssion and shall be certified to the commi ssion, the auditor
of state, the governor, and the budget comi ssion, whereupon such
conm ssion and its functions under this chapter shall termnate.
Such determ nation shall be nmade by the auditor of state upon the
filing with the auditor of state of a witten request for such
determ nation by the municipal corporation, county, or township,
the governor, or the comnission, or may be nade by the auditor of

state upon the auditor of state's own initiative.

(C© The conmission shall prepare and subnmit with such
certification a final report of its activities, in such formas is
appropriate for the purpose of providing a record of its
activities and assisting other conmi ssions created under this
chapter in the conduct of their functions. Al of the books and
records of the comm ssion shall be delivered to the auditor of

state for retention and saf ekeepi ng.

(D) Upon receipt of the certification provided for in
division (B) of this section, the director shall follow the

procedures set forth in section 126.29 of the Revised Code.

(E) If, at the tinme of termination of the conmission, an
ef fective financial accounting and reporting system has not been
fully inplenented, the auditor of state shall nonitor the progress
of inplenentation and shall exercise authority under Chapter 117.
and section 118.10 of the Revised Code to secure full
i mpl ementation at the earliest time feasible but within two years

from such term nation

Sec. 118.40. Any municipal corporation, county, or township

that is declared to be under a fiscal watch or fiscal energency

shall notify the auditor of state before selling or encunbering
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any real or tangible personal property fully or partially owned by

the county, township, or nunicipal corporation for consideration

greater than five hundred thousand dollars. The auditor may issue

an _order prohibiting the sale or encunbrance of the property if

the auditor determ nes that the sale or encunmbrance is not in the

best long-termfinancial interest of the political subdivision.

The auditor shall not issue such an order respecting a sale or

encunbrance of property approved by vote of a financial planning

and supervi sion conm ssion established pursuant to section 118.05

of the Revised Code. An order by the auditor prohibiting a sale or

encunbrance of property by a political subdivision under a fiscal

energency may be overruled by majority vote of a financia

pl anni ng _and supervi sion conni ssion. An order by the auditor

prohibiting the sale or encunbrance of property by a subdivision

under fiscal watch is final and may not be appeal ed.

Sec. 171.20. (A) As used in this section and section 171.21

of the Revised Code, "political subdivision" neans a county,

townshi p, nuni ci pal corporation, or any other body corporate and

politic that is responsible for governnent activities in a

geographic area snaller than that of the state.

(B) The governing authority of a retirenment system of a

political subdivision shall have prepared annually by or under the

supervi sion of an actuary an actuarial valuation of the pension

assets, liabilities, and funding requirenents of the retirenent

system The actuary shall conplete the valuation in accordance

with actuarial standards of practice pronulgated by the actuari al

standards board of the American acadeny of actuaries and prepare a

report of the valuation. The report shall include all of the

foll ow ng:

(1) A summary of the benefit provisions eval uated;

(2) A summary of the census data and financial information
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used in the val uation;

(3) A description of the actuarial assunptions, actuarial

cost nethod, and asset valuation nmethod used in the val uation

including a statenent of the assuned rate of payroll growh and

assuned rate of growh or decline in the nunber of nenbers

contributing to the retirenent system

(4) A summary of findings that includes a statenent of the

actuarial accrued pension liabilities and unfunded actuari al

accrued pension liabilities;

(5) A schedul e showi ng the effect of any changes in the

benefit provisions. actuarial assunptions., or cost nethods since

the | ast annual actuarial val uation;

(6) A statenent of whether contributions to the retirenent

system are expected to be sufficient to satisfy the funding

obj ectives established by the board.

(G The governing authority shall submt the report to the

Chio retirenent study council and the auditor of state not |ater

than the first day of Septenber follow ng the vear for which the

val uati on was nmde.

Sec. 171.21. (A) The governing authority of a retirenent

system of a political subdivision shall establish a period of not

nore than thirty vears to anprtize the retirenent systems

unf unded actuarial accrued pension liability. If in any yvear the

peri od necessary to anortize the unfunded actuarial accrued

pension liability exceeds thirty vears, as determ ned by the

annual actuarial valuation required by section 171.20 of the

Revi sed Code, the governing authority, not later than one hundred

eighty days after receipt of the valuation, shall prepare and

subnt to the Chio retirenment study council and the auditor of

state a report that includes the foll ow ng information

Page 6

142

143
144
145
146
147

148
149
150

151
152
153

154
155
156

157
158
159
160

161
162
163
164
165
166
167
168
169
170
171



H. B. No. 337
As Introduced

(1) The nunber of years needed to anprtize the unfunded

actuarial accrued pension liability as determ ned by the annual

actuarial val uation;

(2) A plan approved by the governing authority that indicates

how t he governing authority will reduce the anorti zation period of

unf unded actuarial accrued pension liability to not npbre than

thirty vears.

(B) The council shall deternine whether the plan is

reasonable in conparison to plans established by the other

retirement systens. The auditor of state shall determ ne whet her

the plan is fiscally reasonable with respect to any other

financial obligations of the political subdivision. The

legislative authority of the political subdivision shall adopt a

plan only if the plan is approved by both the council and the

audi tor of state.

(C) No political subdivision shall fail to substantially

conmply with a plan adopted pursuant to division (B) of this

section.

(D) If a political subdivision fails to adopt a plan as

requi red under division (B) of this section., or fails to

substantially conply with an approved plan, upon certification of

the auditor of state, the auditor of state shall notify the office

of budget and managenent and all state funding, as defined in

section 117.54 of the Revised Code, for that political subdivision

ot her than benefit assistance to individuals shall be w thheld

until subsequent notification fromthe auditor of state to the

of fice of budget and nmanagenent that a plan has been adopted or

substantial conpliance with the plan has been achi eved. as the

case may be. Upon receipt of the subsequent notification, the

of fice of budget and nmnagenent shall release all funds w thheld

fromthe political subdivision under this section
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(E) Division (D) of this section does not apply to a

political subdivision in which all of the foll owi ng apply:

(1) The legislative authority of the political subdivision

adopts an approved plan in accordance with this section.

(2) The adopted plan becones the subject of a resolution for

a referendum vote on the pl an

(3) Amjority of the electors voting on the guestion

di sapprove the pl an.

Sec. 5705.13. (A) A taxing authority of a subdivision, by
resol ution or ordinance, nay establish reserve bal ance accounts to
accurul ate currently avail able resources for the foll ow ng

pur poses:

(1) To stabilize subdivision budgets agai nst cyclical changes

in revenues and expenditures;

(2) Except as otherwi se provided by this section, to provide
for the paynent of clainms and deducti bl es under an individual or
joint self-insurance programfor the subdivision, if the

subdivision is permtted by law to establish such a program

(3) To provide for the paynment of clains, assessnents, and
deducti bl es under a sel f-insurance program i ndividua
retrospective ratings plan, group rating plan, group retrospective
rating plan, nmedical only program deductible plan, or |arge

deducti bl e plan for workers' conpensati on.

The ordi nance or resol ution establishing a reserve bal ance
account shall state the purpose for which the account is
established, the fund in which the account is to be established,

and the total anmount of noney to be reserved in the account.

Not nore than one reserve bal ance account nay be established
for each of the purposes permtted under divisions (A)(2) and (3)

of this section. Muney to the credit of a reserve bal ance account
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may be expended only for the purpose for which the account was

est abl i shed.

A reserve bal ance account established for the purpose
described in division (A)(1) of this section may be established in
the general fund or in one or nore special funds for operating
pur poses of the subdivision. The anbunt of noney to be reserved in
such an account in any fiscal year shall not exceed five per cent
of the revenue credited in the preceding fiscal year to the fund
in which the account is established, or, in the case of a reserve
bal ance account of a county or of a township, the greater of that
amount or one-sixth of the expenditures during the preceding
fiscal year fromthe fund in which the account is established.
Subjeet It is the intent of the general assenbly that each county,

townshi p, and muni ci pal corporation naintain a reserve account in

its general fund for the purpose described in division (A (1) of

this section and that the reserve account consi st of an anpunt of

nmoney equal to approximately five per cent of the revenue credited

to the general fund in the preceding fiscal year.

Subject to division (G of section 5705.29 of the Revised
Code, any reserve balance in an account established under division
(A (1) of this section shall not be considered part of the
unencunber ed bal ance or revenue of the subdivision under division
(A) of section 5705.35 or division (A (1) of section 5705.36 of
t he Revi sed Code.

At any tinme, a taxing authority of a subdivision, by
resol ution or ordinance, may reduce or elimnate the reserve
bal ance in a reserve bal ance account established for the purpose

described in division (A) (1) of this section.

A reserve bal ance account established for the purpose
described in division (A)(2) or (3) of this section shall be
established in the general fund of the subdivision or by the

establ i shment of a separate internal service fund established to
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account for the operation of an individual or joint self-insurance
program described in division (A (2) of this section or a workers'
conmpensation program or plan described in division (A)(3) of this
section, and shall be based on sound actuarial principles. The
total anmpunt of noney in a reserve bal ance account for
self-insurance may be expressed in dollars or as the anount

determ ned to represent an adequate reserve according to sound

actuarial principles.

A taxing authority of a subdivision, by resolution or
ordi nance, may rescind a reserve bal ance account established under
this division. If a reserve bal ance account is rescinded, noney
that has accunul ated in the account shall be transferred to the

fund or funds fromwhich the noney originally was transferred.

(B) Ataxing authority of a subdivision, by resolution or
ordi nance, may establish a special revenue fund for the purpose of
accumul ating resources for the paynent of accunul ated sick | eave
and vacation |leave, and for paynents in lieu of taking
conmpensatory time off, upon the term nation of enploynment or the
retirenent of officers and enpl oyees of the subdivision. The
speci al revenue fund may al so accunul ate resources for paynment of
sal aries during any fiscal year when the nunber of pay periods
exceeds the usual and custonary nunber of pay peri ods.

Not wi t hst andi ng sections 5705. 14, 5705.15, and 5705.16 of the

Revi sed Code, the taxing authority, by resolution or ordi nance,
may transfer noney to the special revenue fund from any other fund
of the subdivision fromwhich such paynments may | awfully be nade.
The taxing authority, by resolution or ordinance, may rescind a
speci al revenue fund established under this division. If a special
revenue fund is rescinded, noney that has accunulated in the fund
shall be transferred to the fund or funds from which the noney

originally was transferred.

(O A taxing authority of a subdivision, by resolution or
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ordi nance, may establish a capital projects fund for the purpose
of accumul ating resources for the acquisition, construction, or

i mprovenment of fixed assets of the subdivision. For the purposes
of this section, "fixed assets" includes nmotor vehicles. Mre than
one capital projects fund may be established and nmay exist at any
time. The ordinance or resolution shall identify the source of the
nmoney to be used to acquire, construct, or inprove the fixed
assets identified in the resolution or ordi nance, the anount of
noney to be accunul ated for that purpose, the period of tinme over
whi ch that anpbunt is to be accunul ated, and the fixed assets that
the taxing authority intends to acquire, construct, or inprove

with the noney to be accurnulated in the fund.

A taxing authority of a subdivision shall not accunul ate
nmoney in a capital projects fund for nore than ten years after the
resol ution or ordinance establishing the fund is adopted. |If the
subdi vi si on has not entered into a contract for the acquisition,
construction, or inprovenent of fixed assets for which noney was
accumul ated in such a fund before the end of that ten-year period,
the fiscal officer of the subdivision shall transfer all noney in
the fund to the fund or funds from which that noney originally was
transferred or the fund that originally was intended to receive

t he noney.

A taxing authority of a subdivision, by resolution or
ordi nance, may rescind a capital projects fund. If a capital
projects fund is rescinded, noney that has accunulated in the fund
shall be transferred to the fund or funds from which the noney

originally was transferred.

Not wi t hst andi ng sections 5705. 14, 5705.15, and 5705.16 of the
Revi sed Code, the taxing authority of a subdivision, by resolution
or ordinance, may transfer noney to the capital projects fund from
any other fund of the subdivision that may lawfully be used for

the purpose of acquiring, constructing, or inproving the fixed
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assets identified in the resolution or ordi nance.

Sec. 5705.39. The total appropriations fromeach fund shal
not exceed the total of the estimated revenue avail able for
expenditure therefrom as certified by the budget comn ssion, or
in case of appeal, by the board of tax appeals. No appropriation
measure shall become effective until the county auditor files with
the appropriating authority a certificate that the tota
appropriations fromeach fund, taken together with all other
out st andi ng appropriations, do not exceed such official estimte
or anmended official estimte. Wien the appropriation does not
exceed such official estimate, the county auditor shall give such
certificate forthwith upon receiving fromthe appropriating
authority a certified copy of the appropriation neasure.
Appropriations shall be made from each fund only for the purposes

for which such fund is established.

A board of county comm ssioners, board of township trustees,

or legislative authority of a nunicipal corporation may establish

limts on the negative cash bal ance of the general fund of the

county, township., or nunicipal corporation, but in no case shal

the negative cash bal ance of the general fund of a county,

townshi p, or municipal corporation exceed ten per cent of the

total revenue of the general fund in the preceding fiscal vear.

Sec. 5705.413. (A) As used in this section, "expenditures and

i ncurred obligations" includes all noneys expended or obligated

pursuant to appropriations by the |leqgislative authority of a

county, township, or nunicipal corporation

(B)(1) The fiscal officer of a nmunicipal corporation shal

furnish a nonthly statenent to the chief executive officer and the

| eqgi slative authority of the nunicipal corporation show ng the

condition of the general fund. The statenents shall provide a
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summary of the status of appropriations to enable the chief

executive officer and the |l eqgislative authority to exerci se and

nmai ntain effective supervision and control over the expenditures

of the nmunicipal corporation. Upon the request of the chief

executive officer or the legislative authority, the fiscal officer

also shall furnish statenents show ng the condition of any other

fund.

(2) 1f the chief executive officer or the |eqgislative

authority ascertains that the avail abl e revenue recei pts and

bal ances for the general fund for the current fiscal year will in

all probability be less than the appropriations for the vear. the

chief executive officer or the legislative authority shall take

such actions as will prevent the expenditures and incurred

obligations of the municipal corporation from exceedi ng such

revenue recei pts and bal ances.

(3) If the chief executive officer or the |eqgislative

authority ascertains that the avail abl e revenue recei pts and

bal ances for any fund other than the general fund for the current

fiscal vear will in all probability be I ess than the

appropriations fromthat fund for the vear, the chief executive

officer or the leqgislative authority shall take such actions as

will prevent the expenditures and incurred obligations of the

nuni ci pal corporation from exceedi ng such revenue receipts and

bal ances.

(4) |If the chief executive officer or the | eqgislative

authority determnes that the avail able revenue receipts and

bal ances in any fund or across all funds will likely be less than

the appropriations for the year, the chief executive officer or

the leqgislative authority may issue orders or pass an ordi nance or

resolution to reduce expenditures or inplenent personnel actions

including, but not limted to, mandatory cost savings days siml ar

to those described in section 124.392 of the Revi sed Code.
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(5) The requirenments and authori zations i nposed on the chief

executive officer by division (B) of this section are subject to

any limtations on the scope of the officer's authority pursuant

to the municipal charter. if any. and ordinances. No order may be

i ssued by an officer pursuant to division (B) of this section

except in accordance with the authority granted to the officer by

a nmuni ci pal charter or ordi nances.

(O (1) The fiscal officer of a county or township shal

furnish a nonthly statenent to the board of county comm Ssioners

or board of township trustees showing the condition of the county

or township general fund. The statenents shall provide a sunmary

of the status of appropriations to enable the board to exercise

and maintain effective supervision and control over the

expendi tures of the county or township. Upon the request of the

board of county conmi ssioners or board of township trustees, the

fiscal officer also shall furnish statenents showi ng the condition

of any other fund.

(2) If the board of county comm ssioners or board of township

trustees ascertains that the avail able revenue receipts and

bal ances for the general fund for the current fiscal yvear will in

all probability be | ess than the appropriations for the yvear. the

board shall take such actions as will prevent the expenditures and

incurred obligations of the county or township from exceedi ng such

revenue recei pts and bal ances.

(3) If the board of county comm ssioners or board of township

trustees ascertains that the avail able revenue receipts and

bal ances for any fund other than the general fund for the current

fiscal vear will in all probability be | ess than the

appropriations fromthat fund for the year, the board shall take

such actions as will prevent the expenditures and incurred

obligations of the county or township from exceedi ng such revenue

recei pts and bal ances.
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(4) If the board of county conm ssioners or board of township

trustees determ nes that the avail able revenue recei pts and

bal ances in any fund or across all funds will likely be | ess than

the appropriations for the yvear, the board nay pass an ordi hance

or resolution to reduce expenditures or inplenent personnel

actions including, but not limted to, mandatory cost savi ngs days

simlar to those described in section 124.392 of the Revi sed Code.

Section 2. That existing sections 118.27, 5705.13, and
5705. 39 and section 733.33 of the Revised Code are hereby

repeal ed.
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