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Amended House Bill Number 86, which became effective November l, l995,
amends Sections 5705.29,5747.51, and 574762 and enacts Section 305.23 of the Revised
Code.  This legislation permits counties to accumulate funds in a reserve balance account
for one of several purposes, to prohibit a county budget commission from reducing the
taxing authority of a county or municipal corporation because it has created a reserve
balance account, to provide that money in such accounts cannot be considered for purposes
of reducing subdivisions` shares of local government funds, and to provide that money
held by a municipal corporation for the purpose of investment only cannot be considered
for purposes of reducing the municipal corporations share of local government funds.

Since this legislation grants authority for counties and municipalities under different
sections, this bulletin will address each one on an individual basis.

COUNTIES

Section 305.23 (A) of the Revised Code was enacted to allow a board of county
commissioners to establish a reserve balance account to accumulate funds from general fund
sources for one or more of the following purposes:

(1) To construct, acquire, equip, or repair a detention facility;
(2) To purchase road maintenance equipment;
(3) To purchase equipment for use by the county sheriff;
(4) To purchase equipment for providing ambulance or emergency medical services.

The board of county commissioners may adopt a resolution to establish a reserve balance
account and such resolution shall specify the purpose for which the account is established.
Each reserve balance account established under this division shall be limited to one such
purpose. Upon adoption of a resolution, the board of county commissioners shall certify a
copy of the resolution to the county auditor.

Section 305.23 (B) of the Revised Code provides for the accumulation of funds for
any of the purposes described in division (A)(1) to (4) of this section from the proceeds of
a special levy that may be used for that purpose or from other special sources. A board of
county commissioners may adopt a resolution to establish a reserve balance account in the
special fund that receives the proceeds of the special levy or the revenue from the other
special sources. Each reserve balance account shall be limited to one such purpose.  The
resolution shall specify the purpose from which the account is established and the special



fund in which the account is to be established. A copy of such resolution shall be certified
to the county auditor.

Section 305.23 (C) of the Revised Code requires the county auditor to establish and
maintain the reserve balance account in the appropriate fund in the county treasury, upon
receipt of a certified copy of such resolution. The reserve balance accounts established have
the following restrictions:

Reserve balance account established from general fund sources:

 The total amount of money deposited during a fiscal year to the reserve balance 
! account cannot exceed ten per cent (10%) of the total amount arising from all general

fund sources during that fiscal year;

Funds in a reserve balance account shall be expended within five years (5) after the
! first deposit is made into the account, and shall be expended only for the purpose for

which the account was established.

Reserve balance account established from proceeds of a special levy:

The total amount of money deposited during a fiscal year to the reserve balance account
! shall not exceed ten per cent (10%) of the total amount credited during that fiscal year

to the special fund in which the reserve balance accounts are established;

Funds in a reserve balance account shall be expended within five years (5) after the
! first deposit is made into the account, and shall be expended only for the purpose for

which the account was established.

Section 305.23 (D) of the Revised Code permits the board of county commissioners to
rescind the establishment of a reserve balance account by the adoption of a resolution.  Such
resolution shall designate a special fund created for the purpose of receiving the money from
the reserve balance account.  The board shall certify a copy of the resolution to the county
auditor.  All money credited to a reserve balance account rescinded by the board of county
commissioners shall be expended only for the purpose for which the account was established.

Section 5705.29 of the Revised Code was amended under paragraph (I) to permit a board
of county commissioners that has adopted a resolution establishing a reserve balance account
under Section 305.23 of the Revised Code to include in its budget an estimate of expenditures
to be known as a reserve balance for the purpose for which the account was established under
that section. The reserve shall not exceed ten per cent to the total estimated appropriations
included in the budget estimate of the general fund in the case of a reserve balance account
established under division (A) of that section, or ten per cent of the total estimated 
appropriations included in the budget estimate of the special fund in which the account
is established in the case of a reserve balance account established under division (B) of
that section. If the board of county commissioners has certified a copy of a resolution



to the county auditor pursuant to that section, the county auditor and county treasurer
shall deposit the amount out of the second semiannual settlement of taxes until the date
specified in that resolution, or until the reserve amount specified in the resolution has been
reached, whichever occurs first.

Section 5705.29 (J) of the Revised Code states that the county budget commission
shall not reduce the taxing authority of  a board of county commissioners  as a result of the
creation of a reserve balance account, and shall not consider the amount in a reserve
balance account as an unencumbered balance or as revenue for the purposes of division
(E)(3) or (4) of Section 5747.51 or division (E)(3) or (4) of Section 5747.62 of the Revised
Code.

MUNICIPALITIES

Section 5705.29 (H) permits the legislative authority of a municipal corporation to
include in its budget an estimate of expenditures to be known as reserve balance for the
following purposes:

For police or fire department equipment expenditures;
For constructing, acquiring, equipping, or repairing a detention facility;
For road maintenance equipment expenditures.

The creation of such reserve balance shall be made by ordinance or resolution, a reserve
balance account. Money credited to the account may be derived from any general fund
sources or from the proceeds of a special levy that may be used for the purpose for which
the account is established.  The ordinance or resolution shall state that money in the account
may be expended only for the purpose for which the account is established, the account
will be maintained until a specified date not to exceed five years from the date of the first
deposit in the account, and that the total amount of money in all reserve balance accounts
derived from general fund sources shall not exceed ten per cent of the current total estimated
expenditures from the municipal corporation`s general fund, and the total amount of money
in all reserve balance accounts derived from a special levy shall not exceed ten per cent of
the current total estimated expenditures from the special levy.

The legislative authority shall certify a copy of the ordinance or resolution to the
county auditor. Upon receiving the certified copy, the county auditor and county treasurer
shall turn over to the municipal corporation, out of the second semiannual settlement of
taxes, any amount of the reserve balance to be derived from property tax sources, but only
until the date specified in the ordinance or resolution or until the reserve amount as indicated
in the ordinance or resolution has been reached, whichever occurs first.

A legislative authority may create a separate reserve balance account under this
division for police department equipment expenditures, fire department equipment expenditures
or ambulance or emergency medical services equipment expenditures, or any combination
thereof. Each such account is subject to the provisions of this section regarding a single account
for all such purposes.



Upon receiving a certified copy of an ordinance or resolution to rescind the creation
of a municipal reserve balance account, the county auditor shall close the account and 
transfer all money in the account to the municipal general fund, it the account is derived
from the general fund, or to the fund to which proceeds of the special levy are credited, if
the account is derived from the proceeds of a special levy.

Section 5705.29 (J) of the Revised Code states that the budget commission shall not reduce
the taxing authority of a board of township trustees, a board of county commissioners, or
the legislative authority of a municipal corporation as a result of the creation of a reserve
balance account, and shall not consider the amount in a reserve balance account as an
unencumbered balance or as revenue for the purposes of division (E)(3) or (4) of Section
5747.51 or division (E)(3) or (4) of Section 5747.62 of the Revised Code.

Section 5747.51(D) of the Revised Code has been amended to state that if a municipal
corporation has created and maintains a fund exclusively for the purpose of investing the
principal of the fund and using the investment earnings to fund expenditures, the principal
of the fund, and any additions to the principal arising from sources other than the reinvestment
of investment earnings arising from such a fund, shall not be considered an unencumbered
balance or revenue under division (E)(3) or (4) of this section.  Only investment earnings
arising from investment of the principal or additions to principal may be considered an
unencumbered balance or revenue under those divisions.  An example of such a fund is a
nonexpendable trust fund created to account for a bequest that includes a stipulation that only the
interest earned on the money may be spent.  The principal of the bequest would not be considered
an unencumbered balance for the purpose of distribution of local government monies.

NOTATION:

It appears that some of the language within HB #86 is not reconcilable with sound
accounting practices.  Therefore, the Auditor of State is not recommending an “Accounting
Treatment” at this time, but instead is seeking amendments to  portions of the legislation.  The
opportunity to seek amendments is available since a reserve balance account may not be put
into effect until the tax budget is submitted and this reserve balance account is incorporated
in the tax budget as an estimate of expenditures. 

If you have any questions, please contact the Local Government Services staff at (800) 345-2519.




