AUDITOR OF STATE BULLETIN: 96-010
APRIL 9, 1996

TO: ALL LIBRARY CLERKS & TREASURERS
OHIO LIBRARY COUNCIL
INDEPENDENT PUBLIC ACCOUNTANTS

SUBJECT: PUBLIC LIBRARIES

The purpose of this Auditor of StaBalletin is to inform all public libraries oAm. H.B. No. 284
which was effectivéMlarch 4,1996. This legislationamends anénactsvarious sections ahe RevisedCode
relative to public libraries.The legislation authorizes libraries to issue notes tadpaidfrom the Library
and Local Government Support Fufid GSF) andeliminates acap of $500 ayear onthe compensation of
the librarian of the county law library.

Section 3375.4QC) is amended to adtkasing, remodeling, renovating or otherwise improving,
equipping,and furnishing buildings or other facilities und#re board'sjurisdiction. The legislationexpands
the board’ s authority frorjpurchase or leasautomobiles” to"purchase, lease or otherwise acquiretor
vehicles.” Notes issued tdinance acquisitions authorized by this section must noamply with the
provisions of Section 3375.404 of the Revised Code.

Section 3375.40M) is amended tallow payment ofreasonable dueand expensefor the Free
Public Library in addition to the library trustees in library associations.

Section 3375.404 ienacted ancprovides under sectiofA) (1) through (8) definitions of the
following:

(1) Anticipation Notes

(2) Authorizing Proceedings

(3) Board or Board of Library Trustees
4) Library Fund

(5) Note Service Charges

(6) Notes

(7) Public Library

(8) Refunding Notes

Section 3375.404(B) as enacted provide$or a board of librarytrustees of a publidibrary that
receives arallocation ofthe library fundpursuant to Sectio6705.32and Chapter5747 ofthe RevisedCode
to anticipate its portion ahe proceeds of the library furdistributionandissuelibrary fund libraryfacilities
notes topaythe costs offinancing thefacilities or othemproperty referred to in division (C) of SectiB875.40
of the Revised Code, or to refulady refunded obligations. Additionally, this section provides a library
board to issue noteanly if it projects that the annual note serviderges (including interestepayment of
principal, and redemption premiums) are capablebafing paidfrom the library’s annuaLibrary and Local
Government Support Fund receipfthe maximum aggregatamount of notes that a boambuld have
outstanding at aniime cannot exceed aramount that requires iany calendaryear payment ofiote service
charges exceedin§0% of the averageamountthe library receivedrom the LLGSF for the two years
preceding the year in which the notes are issued.

Section 337504 (C) of the Revised Code amacted providefor the notes to bpayablefrom the
LLGSF money received by the library board issuing the notdspwrthe proceeds of notes, refunding notes,
or renewal anticipation notes whichay bepledgedfor suchpayment in theauthorizing proceedings. Library
fund receiptsaandproceeds so pledgedould beimmediately subject to the lien of tipedgewithout physical



delivery of the moneyor further act.” This section states that the liswould bevalid and binding “against
all parties having claims dadny kind in tort, contract, or otherwisedgainst the library board, regardless of
whether those other partibadnotice of the lien. Naesolution or trusagreement creating or evidencing the
pledge would have to be filed or recorded except in the library board’s records.

Section 3375104 (D) of the Revised Code as enacted states that the notes issued unsktithis
do not constitute debt, or a pledge of tHaith andcredit, of the state, the public library, amy other political
subdivision ofthe stateandthe holders or owners of the noteave noright to have taxedevied by the
General Assembly or bghe taxing authority ofiny political subdivision ofthe state including the board of
the publiclibrary, for the payment ohote servicechargesNotesare payablesolely fromthe funds pledged
for their payment as authorized by this sectml all notes must contain on thdace a statement to that
effect. The code section states that thetilization and pledge othe library fund receiptand proceeds of
notes, renewal anticipation notes, or refunding nfideshe payment ofiote servicecharges is determined by
the GeneralAssembly tocreate a special obligatiowhich is not abonded indebtednesaibject to Section
11 of Article Xll, Ohio Constitution, oralternatively, to satisfyany applicable requirement of that Section
11.

Section 3375104 (E) of the Revised Code states that the maximum maturity, in the case of any
anticipation notes, is not &xceed ter{10) yearsfrom the date ofssue ofthe original anticipation notes and,
in the case ofny notes that ar@ot anticipation notes or @ny refunding notes, is not texceed twenty-five
years (25) fronthe date of theriginal issue of notes, or other obligatidios the purpose.The notes shall
bear interest at such rates, or at variable rate or chasgingfrom time to time, inaccordance with
provisions provided in the authorizing proceedings, be in such denominatidrisrm, either coupon or
registered, carnguch registration privileges, hmayable insuch medium ofpayment and asuch place or
places,and besubject to such terms of redemption, as the bosgauthorize or provideThe notesmay be
sold at public or private salandat, or at not lesthan, the price or prices as the board determines. Neither
the members of thboard norany person executing the notes shall be liable personally on the notes or be
subject to any personal liability or accountability by reason of their issuance.

Section 3375.404 (F) of the Revised Code as enacted provides that notwithstam@gipgther
provision of this section, Sectio®98 to 9.983, 133.02, 133.7&nd 5709.76,and division (A) of Section
133.03 of the Résed Codeapply tothe notesNotes issued under this sectineednot comply with any
other law applicable to notes or borg the authorizing proceedingsay provide that divisions (Bjhrough
(E) of Section 133.25 of the Revised Code apply to the notes or anticipation notes.

Section 3375.404G) of the Revised Code as enacted providespecific provisions that could be
incorporated in the proceedings, including the crediting of note proceeds aarimgs funds, limitations on
the use of the proceedimitations onandthe terms of issuance of additional notes, dneendment of
agreementsvith note holders, securing the notes byust agreement or mortgage on property financed with
note proceeds, and “any other matters” affecting the security of the notes.

Section 3375.48 othe Revised Code aamendedeliminates the$500.00cap onlaw librarian
compensation in the counties where there is only one judge of the court of common pleas.

This bulletin summarizethe major amendments anexactments to the Revised CodeAm. H.B. No. 284
and is not intended to hesed as a substitufer the actual legislation.For additional details public offices
are encouraged to obtain a copy of the legislation.

Should youhavequestions pertaining to this bulletiplease contact the Auditor of State’s Local Government
Services Division at 1-800-345-2519.





