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BILL SUMMARY

Permits local governments in some counties to adopt an alternative
method for distributing LGF, LGRAF, and LLGSF money without the
approval of the largest city in the county if the other subdivisions
adopting the method jointly contain a maority of the county's total
population.

Limits the alternative method to counties in which the largest city's
population is less than 15% of the population of the entire county.

For the purpose of approving aternative LLGSF distribution methods,
applies the same rule for determining the "largest city" as is used for
approving alternative methods of distributing LGF and LGRAF money.

CONTENT AND OPERATION
Distribution of LGF, L GRAF, and LL GSF money

Current law

A small part of the revenue from the state personal income tax, corporation
franchise tax, public utility excise tax, kilowatt-hour tax, and sales and use taxesis
earmarked for distribution to counties, townships, municipal corporations, or
public libraries. Distribution of the revenue is made through three distinct funds--
the Local Government Fund (LGF), the Local Government Revenue Assistance
Fund (LGRAF), and the Library and Local Government Support Fund (LLGSF).
The revenue is distributed in two stages: first to each county, whereit is credited
to an undivided county fund; then to local governments in the county. The money
is divided among local governments in the county by either a statutory formula or
an "aternative" method. Currently, an alternative method is used in most counties
instead of the statutory formula.



An alternative method for distributing LGF, LGRAF, and LLGSF money
may be adopted by a county budget commission, but only if the method is first
approved by local governments. Under current law, an alternative method must be
approved by the board of county commissioners, the largest city in the county, and
amajority of the townships and other municipal corporationsin the county. Since
some cities have territory in more than one county, the law pertaining to the
distribution of LGF and LGRAF money provides a rule for determining which city
Is the "largest city" in a county when one of the contenders is only partly located
in the county: the largest city is the city with the greatest population residing in
the county; city residents who live in another county are not counted. But thisrule
is subject to a significant exception that allows the largest city to be the one with
the greatest total population (within or outside the county), but only if (1) the
county budget commission adopted an alternative distribution method for LGF or
LGRAF money by January 1, 1998, that was approved by the city with the greatest
total population (counting all city residents whether or not they resided in the
county) and (2) the board of county commissioners and a majority of the boards of
township trustees and legislative authorities of municipal corporations in the
county (wholly or partly) consented to the largest city being the one with the
greatest total population.® The distinct rule governing an aternative method of
distributing LLGSF money is discussed below under "' Largest city" for the
purpose of LLGSF distributions.” (Secs. 5705.321, 5747.53, and 5747.63.)

Changes proposed by the bill

The bill permits county budget commissions in some counties to adopt an
alternative method for distributing LGF, LGRAF, and LLGSF money without
necessarily obtaining the approval of the largest city in the county (in either sense
of "largest city" under current law's rule and exception explained above). The
counties are those where the population of the largest city, located wholly or
partialy in the county, is less than 15% of the total county population. In such a
county, any two or more municipal corporations or townships that together have a
majority of the county population and that receive LGF, LGRAF, or LLGSF
money in the current year may adopt resolutions making it unnecessary to obtain
the largest city's approval of an alternative method.>? Each of those municipal
corporations and townships (referred to in the bill as "participating political

1 In effect, this exception acts as a kind of savings clause, allowing local governments to
preserve a former rule, which specified that the largest city was the one having the
greatest total population, counting all city residents. The former rule was replaced with
the current rule in 1999 by Sub. H.B. 185 of the 123rd General Assembly.

2 In determining whether the townships and municipal corporations have a majority of
the county population, only their residents who live within the county are to be counted.
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subdivisions") must adopt its own resolution. All resolutions must be adopted by
the first Monday of August in the year before the year the LGF, LGRAF, or
LLGSF money is to be distributed under the alternative method. (Secs.
5705.321(A)(2) and (C), 5747.53(A)(2) and (C), and 5747.63(A)(2) and (C).)

Participating political subdivisions may adopt such a resolution with
respect to apportioning LGF, LGRAF, or LLGSF money, but they must adopt a
separ ate resolution to apportion money from each of the county's undivided funds
under an aternative method.® If the participating political subdivisions adopt
resolutions as provided in the bill, the county budget commission may adopt an
alternative method for apportioning the money involved, even if the largest city in
the county does not approve of the alternative method. But, first, a mgority vote
of the board of county commissioners and a majority vote of a mgority of the
municipal corporationsin the county wholly or partly (other than the largest city in
the county) and of the townships in the county must approve that alternative
method. The alternative method adopted by the county budget commission
applies only to money to be apportioned in the following calendar year; for each
subsequent year, a new alternative method (but not necessarily a different one)
must be adopted and approved by the first Monday in August, or else the money
will be distributed under the statutory formula. Once an alternative method is
approved, any existing alternative method is repealed. (Secs. 5705.321(B), (C),
and (D), 5747.53(B), (C), and (D), and 5747.63(B), (C), and (D).)

"Largest city" for the purpose of LL GSF distributions

Under current law, an aternative method of distributing LLGSF money
must be approved by the board of county commissioners, the city located wholly
or partly in the county with the greatest population, and a majority of the
townships and other municipal corporations wholly or partly in the county. Here,
the "largest city" isnot determined by the same rule as is used for alternative LGF
and LGRAF distribution methods. Instead, the largest city is the one that has at
least some territory in the county and has the greatest total population (counting all
city residents whether or not they reside in the county). (Sec. 5705.321(A).)

The bill instead applies the same rule for determining the "largest city" asis
currently used for approving alternative methods of distributing LGF and LGRAF

3 This allows combinations of subdivisions to provide for apportioning money from one
undivided county fund (e.g., LGF), and combinations of other subdivisions to provide for
apportioning money from another undivided county fund (e.g., LGRAF), provided that
each combination consists of subdivisions receiving LGF or LGRAF money, respectively,
under an alternative method in the current year and consists of subdivisions together
having a majority of the county's population.
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money (see 'Miscellaneous,” below). When that rule was adopted for alternative
LGF and LGRAF distribution methods under Sub. H.B. 185 in 1999, similar
treatment was not applied to alternative LLGSF distribution methods. (Sec.
5705.321(A)(1) and (B).)

Miscellaneous

The bill aso relocates the definition of "city, located wholly or partially in
the county, with the greatest population,” in the LGF and LGRAF alternative
method provisions to the beginning of the respective sections (secs. 5747.53(A)(1)
and (B) and 5747.63(A)(1) and (B)).
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