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Sexennial Reappraisals and Debt Limits
Nineteen Ohio counties will finalize sexennial reappraisals in December that will result in new
assessed valuations for governmental entities in those counties for tax year 2012. In the recent past,
such reappraisals in other counties have resulted in lower, sometimes significantly lower, assessed
valuations.

The most obvious consequences of lower assessed valuations are reduced tax collections or higher
effective tax rates, or both. However, for many governmental entities, including counties, cities,
school districts and many special purpose districts, lower assessed valuations also negatively affect
legal debt limits – the amount of notes or bonds that may be issued within both direct debt limitations
that are a function of assessed valuation and the ten-mill indirect debt limit applicable to unvoted
general obligation debt are reduced by lower valuation.

In some instances, a governmental entity intending to refund outstanding debt or fund new projects
must look to different financing structures that are not governed by debt limits tied to assessed
valuation. These include issuing debt secured only from income taxes, sales taxes or utility revenues,
or utilizing lease financing for facilities.

Squire Sanders has assisted many local governments in developing and successfully implementing
financing alternatives in the face of debt limit pressures. Please contact the Squire Sanders public
finance lawyer with whom you work, or any of the listed lawyers in our public finance group, if you
would like to discuss these options.

Recent Decisions of Interest
The allocation to non-highway purposes of revenue derived from the application of Ohio’s
commercial activity tax to gross receipts from the sale of motor vehicle fuel violates the Ohio
Constitution. Beaver Excavating Co. v. Testa, Slip Opinion No. 2012-Ohio-5776 (Ohio Supreme
Court).

A regional council of governments, formed by cities and a township wishing to preserve the State’s
estate tax as a source of local governmental funding, could use public funds to pay for lobbying
efforts that had a primary purpose relevant to the individual members of the regional council of
governments, even if those lobbying efforts might have an “extraterritorial ancillary effect.” Shaker
Hts., ex rel. Cannon v. DeFranco, 2012-Ohio-3965 (Ohio App. 8th Dist.).

A board of county commissioners of a county that is a member of a regional council of governments
(COG) has the authority to enter into a contract under section 167.03(C) of the Ohio Revised Code
with a county land reutilization corporation, under which the COG will perform for the county land
reutilization corporation specific administrative functions, provided that (1) the county is capable of
performing the services furnished by the [COG] under the contract and (2) the services “are
necessary or desirable for dealing with problems of mutual concern.” Additionally, a “board of county
commissioners may enter into a contract under [section 167.08 of the Ohio Revised Code] with a
regional council of governments for the purpose of authorizing the council to perform, on behalf of
the county, administrative functions for the county land reutilization corporation.” However, “neither a
county treasurer nor a county auditor may contract with a county land reutilization corporation to
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provide services to or employees to work for the corporation.” 2012 Op. Att’y General No. 2012-026.

Under various Ohio statutes, a “county may . . . enter into an agreement with a private company that
conducts oil and gas drilling operations or operates a wind farm to have the company improve and
repair the county roads it uses at no cost to the county.” A county that enters into such a contract is
not required to comply with the sections of the Ohio Revised Code requiring review of the contract by
the county prosecutor, professional design services, and competitive bidding of purchases of goods
or services. The county, however, must comply with the section of the Ohio Revised Code relating to
payment of prevailing wages, when the total project cost to the company is “fairly estimated” to
exceed the amount prescribed by Section 4115.03(B)(4) of the Ohio Revised Code. 2012 Op. Att’y
General No. 2012-029.

Chapter 307 of the Ohio Revised Code, which contains the powers and duties of a board of county
commissioners, does not give a board of county commissioners the authority to grant a property tax
exemption to a private business locating on property owned by the county and leased to the private
business. 2012 Op. Att’y General No. 2012-030.

Under Sections 307.87(B) and 307.88(A) of the Ohio Revised Code, a “county contracting authority
may receive bids and bid guaranties for a contract pertaining to a public improvement described in
R.C. 307.862(G) through an electronic bidding system, provided that (1) bidders and the county
contracting authority comply with the [chapters of the Ohio Revised Code governing electronic
records, filings and signatures]; (2) bid guaranties are filed in the form of a bond or letter of credit;
and (3) the county contracting authority permits a person to access the bidding information . . . other
than through the electronic bidding system and file a bid and bid guaranty in paper form.” 2012 Op.
Att’y General No. 2012-031.

A county auditor that “collects fees from the revenues generated by the county general levy for
current expenses within the 10-mill limitation . . . may not collect fees from the portion of the county
general levy for current expenses that is appropriated by the board of county commissioners to the
veteran services commission.” 2012 Op. Att’y General No. 2012-035.

Legislation of Interest
September 26, 2012, the Governor signed five bills to address each of the Ohio public employee
retirement systems unfunded actuarial accrued liabilities. The bills are to become effective on
January 7, 2013 (subject to any referendum). Key provisions of each bill are described below. Note
that each bill contains important transition or grandfathering provisions that apply to certain current
retirees and employees.

SB 343 for the Ohio Public Employees Retirement System (OPERS)

 Makes change to employer or employee contribution rates.

 Increases the years of service for retirement eligibility.

 Increases from three to five the years used to calculate the final average salary for employees
with less service.

 Changes the cost of living adjustment rate (COLA) to be based on the lower of the consumer
price index or 3.0%.

 Modifies the benefit formula to reduce benefits for certain employees (not including law
enforcement).

 Increases the minimum salary eligibility threshold from $250 to $600 a month.

 Implements a contribution based benefit cap that could limit benefits for some retirees.
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SB 340 for Ohio Police & Fire Pension Fund (OP&F)

 Makes change to employer contribution rate.

 Increases the employee contribution rate from 10% to 12.25% in three annual 0.75% increases
beginning in July 2013.

 Increases the retirement age to 52 (with 25 years of service) for new hires.

 Implements anti-salary spiking provisions.

 Increases from three to five the years used to calculate the final average salary for employees
with less service.

 Changes the COLA to be based on the lower of the consumer price index or 3.0%.

 Grants the board authority to make further adjustments to employee contribution rates and age
and retirement eligibility after November 1, 2017 to preserve the fund's fiscal integrity.

SB 342 for State Teachers Retirement System (STRS)

 Makes change to employer contribution rate.

 Increases the employee contribution rate from the current 10% to a maximum of 14% in annual
increments of 1% beginning July 1, 2013.

 Increases the age and years of service for retirement eligibility.

 Increases from three to five the years used to calculate final average salary.

 Changes the COLA from 3.0% to 2.0%.

 Modifies the benefit formula to reduce benefits.

 Eliminates the early retirement incentive program.

 Grants the board of trustees authority to further alter retirement eligibility, contribution rate and
the COLA amount.

SB 341 for School Employees Retirement System (SERS)

 Makes change to employer or employee contribution rates.

 Increases minimum retirement age and service requirements for retirement eligibility.

 Grants the board authority to further adjust eligibility and to establish health care coverage.

SB 345 for Highway Patrol Retirement System (HPRS)

 Sets the employee contribution rate at 10-14% of members' salaries.

 Raises to age 60 the minimum age for eligibility to receive a COLA increase.

 Eliminates the annual COLA except for lower income recipients.

 Sets at five years the number of years used to calculate the final average salary.

 Alters the Deferred Retirement Option Plan.

 Grants the board authority to further reduce the COLA.
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