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I ntroduction
Why isthisreport being issued?

The Legidative Service Commission publishes the Locd Impact Statement Report in accordance
with section 103.143 of the Ohio Revised Code. Section 103.143 requires the office to compile the find
locd impact satements completed for dl laws passed by both houses of the Generd Assembly every
cdendar year. This report is the seventh in the series of such reports. It covers dl legidation that was
passed and enacted during cendar year 2001.

As specified in ORC section 103.143, the Loca Impact Statement (LIS) Law, this report is a
compilation of estimates produced by LSC during the legidative process. This report does not present
the actual costs to locd governments, since these costs will not occur until after each law is
implemented.

What isin thisreport?

The 2001 report includes summary charts and an overview of hills that were introduced, passed
and enacted, and bore provisons that triggered a “Yes’ loca impact determination. The criteria that
L SC usesto eva uate the effect of proposed legidation on local governments are detailed below.

Before its widespread digtribution, LSC is required to circulate a draft of this report to the
County Commissoners Asociation of Ohio, the Ohio School Boards Association, the Ohio Municipa
League, and the Ohio Township Association for their review. Comments were received by the County
Commissoners Asociation of Ohio, the Ohio School Boards Associdtion, and the Ohio Township
Asociation, and are part of the find report presented here. The Legidative Service Commisson did not
receive comments from the Ohio Municipa League.

What processisfollowed for local impact review?

By law, local impact determinations are based on LSC's review of hills in their “As Introduced”
form. The initid determination stays with the bill even if a hill is amended in such a way as to dter the
initid loca impact determination. However, there were no such hills in 2001. Occasondly an initid
determination is wrong. If so, LSC corrects the LIS as soon as possible, and the correct determination is
assigned to the bill from that point on.

The “Locd Impact” determingtion is the fird dage of LSC's fiscd andyss of pending
legidaion. The purpose is to dert legidators to the various fiscd effects that legidation may impose on
counties, municipdities, townships, and school didricts.  The bill sponsor, committee char, and
legidative leaders of the house to which the bill has been ntroduced dl receive natification of LSC loca
impact determingtion.  Although bills often affect other more specidized units of government, such as
park digricts, trandt authorities and so forth, by law these entities are not included in the initid loca
impact review. These factors, however, are conddered in the fisca notes that accompany bills as they
proceed through the legidative process.



What changes have been madeto the Local Impact Statement Law?

The Locd Impact Statement Law has been modified three times: firdt, in 1997 by H.B. 215 of the
122nd Genera Assembly; second, in 1999 by H.B. 283 of the 123rd Genera Assembly; and third, in
2001 by H.B. 94 of the 124th Generd Assembly. The combined effect of the first two acts is to exempt
the following bills from the loca impact determination process.

1. Theman biennid operating appropriations bill;

2. Thebiennia operating appropriations bill for state agencies supported by motor fuel tax revenue;

3. The biennid operating agppropriations bill or bills for the bureau of workers compensation and the
indugtrid commisson;

4. Any other bill that makes the principa biennia operating appropriations for one or more date
agencies;

5. The hill that primarily contains corrections and supplementd agppropriations to the biennid operating
aopropriations hill;

6. Themain biennid capita appropriations bill;

7. Thehill that reauthorizes appropriations from previous capital appropriations bills.

Regardless, in accordance with ORC section 103.14, LSC continues to assess the impact that
such hills have on locad governments in the fiscal notes and andyses that accompany such bills  In
2001, sx enacted hills were exempt from the Local Impact Statement Law pursuant to the reasons stated
above. They are the biennid operating budget bill, Am. Sub. H.B. 94, and five additiond corrective
and/or budget bills Sub. H.B. 73, Sub. H.B. 74, Sub. H.B. 75, Am. Sub. H.B. 299, and Am. Sub. H.B.
405.

House Bill 94 of the 124th Generd Assembly made two changes to the Loca Impact Statement
Law. Firg, it changed “Legidative Budget Office’ to “Legidaive Service Commisson” to reflect the
merger of the two organizations in September 2000. Secondly, H.B. 94 removed references to the State
and Loca Government Commission becauise of its abolishment.

What factorsare consdered in LSC’sinitial review for local impact?

LSC uses the following guiddines to determine if a bill may affect loca governments in such a
way to trigger a“Yes’ LIS determination:

1. The edimated aggregate annua cost of the bill is more than $100,000 for dl affected locd
governments; or



2. The edimated annuad cogt is more than $1,000 for any affected village and township with a
population of less than 5,000 or for any school digtrict with an average daily membership (ADM)
of lessthan 1,000; or

3. The edimated annud cogt is more than $5,000 for any affected county, municipa corporation,
and township with a population of 5,000 or more or for any school digrict with an ADM of
1,000 or more.

Findly, in the locd impact review process, the following types of hbills ae excluded from a
“Yes' determindtion: legidation that is deemed permissve gppears to impose only minima cods on
political subdivisons; or involves federd mandates.

Obtaining copies of thisreport
Copies are avalable upon request from the Ohio Legidative Service Commission a a cost of

$12.00 per copy. Call LSC at 614-995-9995 to receive a copy, or download the reports from the LSC
webdite at http://www.L SC.dtate.oh.us/.




COMMENTSON 2001 LOCAL IMPACT STATEMENT REPORT

COUNTY COMMISSIONERSASSOCIATION OF OHIO

The 2001 Local Impact Statement Report prepared by the Ohio Legidative Service Commission (LSC)
shows the impact of unfunded mandates on county government. The daa this year agan shows that
counties are more heavily impacted than are schoals, townships, or municipdities. Of the 12 bills that
became law with a Loca Impact Statement during 2001, al 12 impacted counties. At the same time, 9
of the billsimpacted municipdities, 6 impacted townships, and 4 affected school digtricts.

Unfunded mandates continue to be a “hot button” with county commissoners and other county eected
officids. The Locad Impact Statement process is a vauable tool that makes members of the Generd
Assembly more aware of how ther decisons have financid implications to counties and other loca
units of government.

Yet, this report does not give a comprehnensve and accurate view of unfunded mandates from the
perspective of counties. The report does not include any review or andyss of how the State biennid
budget financidly impacts counties. This is not the fault of the Legidaive Service Commisson, as the
Generd Assembly has exempted budget bills from the LIS process and thus the report.

All county officids know of the mgor reductions that have occurred as a result of the enactment of the
current biennia budget. However, a casud observer reading this report would not know about the cuts
that have been sugtained by locd governments as a result of cuts to the Locd Government Funds, a form
of date revenue sharing with local governments.

Likewise, the casud observer would not be aware of additiond cuts in the stae budget that have
increased county cogts for such functions as public defenders, adult and youth detention and corrections
programs, and to run the state and federd child support program, to name a few. Yes, in our view, these
are dso unfunded mandates, and more sgnificant mandates than those included in this report.

In a smilar ven, this report does not mention the fact that, in the date budget hill, the county
responsbility to pay for office space for Educationd Service Centers was eiminated by the Generd
Assembly, as recommended by the Governor. This was one of those old unfunded mandates that our
Associaion has been trying to diminate for over 20 years.

Findly, CCAO would be remiss if we did not mention the fact that this sesson of the Generd Assembly
diminated the State and Local Government Commisson.  While there is no direct fisca impact on loca
governments, the Commisson served a usgful role in providing a forum for discussons on
intergovernmental  issues and with the Generd Assambly and Adminigration.  Chaired by the Lt
Governor, the Commission gave local governments direct access to the Adminidration. Over the years,
the Commisson actudly had a ggnificant impact on unfunded maendates, and its dimination is
unfortunate. CCAO hopes it does not dgnd an attitude on the pat of the Legidature and the
Adminidration that local governments are not important.



We again thank the Legidative Service Commisson for the opportunity to comment on this report. The
LSC 4aff is always far and objective and they provide a true service to loca governments in preparing
professond Loca Impact Statements under what is often chalenging circumstances.

We hope that the Generd Assembly will consder induding state budget bills under the LIS process and
that these bills will be included in these reports in the future.  Only then, will we have a true picture of
the impacts of unfunded mandates on local governments.



OHIO SCHOOL BOARDS ASSOCIATION

The Ohio School Boards Association gppreciates the Ohio Legidaive Service Commission's efforts to
afford OSBA and other politicd subdivisons the opportunity to comment on the annud loca impact
statement report required by S.B. 33 of the 120" Generd Assembly.

OSBA reterates our previous daements on the importance of the locd impact datement in the
legidative process. They have aways been important and may be even more important in today’s term
limit environment.

As the Ohio School Boards Association has said in past comments — while LSC deserves commendation
— we beieve there continues to be room for improvement. The fiscal impact Statement law (section
103.143 of the Revised Code) can be improved to protect the fiscd integrity of political subdivisons.
The current law redricts LSC's ability to andyze the fiscd impact of bills determined not to have a
fiscd impact in its introduced form. As a bill progresses through the legidative process, an approved
amendment may create the potential for a fiscal impact to occur to a politicd subdivison. In addition,
subsection F of the current law dso exempts LSC from having to creaste a locd impact statement for
biennial budget, capital gppropriation, and budget correction hills.

OSBA bdieves impact statements should be required a each phase of the legidative process. This is
particularly important as subgtitute versons and amended subgtitute versons of hills are enacted. An
example of this issue is Amended Substitute House Bill 405 of the 124" Generd Assembly. H.B. 405
was amended to ded with gate's fisca shortfdl — but dso had H.B. 6 become part of the legidation in
the Sende. H.B. 6 deds with expanding tax incrementd financing didricts sgnificantly. This year's
2001 Locd Impact Statement Report lists 4 enactments that contained a local impact statement that
indicated a potentiad impact on schools. Of the four — only one, SB. 5 — municipd annexation —
indicated afisca impact on schools.

The issue of unfunded and underfunded mandates on schools and other politica subdivisons continues
to be of concern. Locd impact datements help legidators understand the potentid fiscd impact of
proposed legidation they are consdering. Their importance cannot be overstated.

To address the above concerns with the loca impact statement law, OSBA continues to support the
recommendations by the now defunct State and Loca Government Commisson (Commisson). The
Commisson recommended that the Generd Assembly amend the loca impact statement law to require
impact statements throughout the process and to repeal the budget appropriations exceptions in the law.

In closng, OSBA appreciates this opportunity to comment on the 2001 Legidaive Impact Statement
Report. Locd impact statements provide full informetion on legidation that threatens the fiscd integrity
of a palitical subdivison. The knowledge of negaive fisca consequences for a political subdivison
makes it less likdy the hill will survive the legidative process. Thus, OSBA continues to support LSC
in its effort to provide this very important legidative tool to al Ohioans. OSBA looks forward to
addressing the above concerns and others in our ongoing working reationship with the Generd
Assembly to reped or fund al state education mandates.

Vi



OHIO TOWNSHIP ASSOCIATION

The Ohio Township Association (OTA) would like to thank the Ohio Legidative Service Commisson
(LSC) for the opportunity to comment on the proposed 2001 Loca Impact Statement Report. The LSC
Loca Impact Report helps educate our membership and the members of the Generd Assembly on the
affect certain legidation will have on townships budgets and keeps legidators and locd officids aware
of any unfunded mandate created in legidation proposed and passed by the Generd Assembly.

A hbill is determined to have fiscd impact if its esimated annud cost is more than $1,000 for townships
with a population of less than 5,000 or if its estimated annua cost is more than $5,000 for townships
with a population of more than 5000. Although $1,000 or $5,000 may not seem like a great ded of
money when compared with the total budget of the township, the loss of such revenue may create a
ggnificant impact.

As we have dated in the pad, the fiscd impact legidation may have on townships often is under
gopreciated. Provisons edablished in legidation such as filing, notification and public  hearing
requirements could creste sgnificant costs for townships. The OTA is pleased that LSC takes such
coss into condderation when determining locd fiscd impact.  Although the actua impact these new
laws will have on townships will not be known until the laws are put into practice, the fiscd andyses
provide a base for our townships to determine how a new law may affect their budgets. According to
the 2001 report, there are Sx hills with a loca impact for townships, potentidly resulting in a loss of
dollars for township governments.

The definition of employing unit was expanded in House Bill 157 to include a township or a department
designated by the board of township trustees. In addition to the comments made by LSC regarding H.B.
157, we fed that this bill will certainly create a potentid loss for townships in the immediate future but
could be a cogt savings measure in the long run. Townships could lose money when offering retirement
incentives to employees. However, a potentid savings is created by not having to offer the retirement
incentives to all township employees.

Senate Bill 5 was one of our legidative priorities for the 124™ General Assembly. We were very pleased
to see this legidation passed and enacted. While LSC has expressed a varied net effect for townships in
future years, they have expressed a potentid loss in revenue for municipdities. The Ohio Township
Asociaion respectfully suggests othewise A municipdity will gain revenue from indde millage on
the land annexed and any income tax that is levied. This increase in revenue will far exceed any
minima cods the municpdity incurs in the annexation process. A municipdity annexes land solely for
the revenue the property will bring in and would not accept the annexed land if it would create a
potentid loss for the community.

vii



Findly, the Ohio Township Association believes townships should have been induded in the lig of locd
governments that potentidly could lose revenue from Senate Bill 136. The statement was made in the
SB. 136 LIS that “locd hedth departments Stuated in rurd counties may redize more of an impact due
to the exemptions of fam markets, famers markets, and farm product auctions” Townships fund
amog entirdy county hedth didricts and thus in the rura counties that may lose revenue from such
exemptions, townships may be asked to pay more money to help make up the loss in revenue.

The OTA appreciates the opportunity to provide our input and we look forward to working further with
the Legidative Service Commission.
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Summary and Analysis

I ntroduction

In 1995, the Legidaive Budget Office (now the Legidative Service Commisson Fisca Siaff)
produced the first loca impact statement (LIS) as required by S.B. 33 of the 120th Genera Assembly.
The purpose of loca impact statements is to provide members of the Generd Assembly with more
thorough and timey information on the potentid impacts of proposed legidation on counties,
municipdities, townships, and school didricts (referred to genericaly as “loca governments’ heresfter).
The LIS information is desgned to dlow legidaors to make better-informed decisons on hills that
could affect locd governments.

This section will examine the hills that were enacted in 2001 and during the 124th Generd
Assembly. Comparisons are made with the bills enacted in 2001 and those enacted in previous years.

Bills Becoming Law

In cdendar year 2001, the 124th Genera Assembly passed 50 House hills and 34 Senate hills.
However, the Governor vetoed one of the Senate hillst. Therefore, only 83 hills passed in 2001 actudly
became law. The totd number of enacted bills over the past Sx years has varied from a low of 83 in
2001 to a high of 196 in 2000. The number of bills enacted in 2001 is dgnificantly lower than the
previous five years.

Bills Passed and Becoming Law, 1996 — 2001

250+
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200+
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1501 110 124 128
1001

501
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1 SB 148 was vetoed by the Governor in December, 2001.



Bills with Local Impact (YES) and without Local Impact (NO)

2001 LIS Determination for 2001 LIS Determination for all
Enacted Bills Introduced Bills
12 145
EYes O Yes
No No
7 522

Of the 83 bills passed in 2001 that became law:

71 of the 83 bills that passed wereinitiadly determined by LSC to have no loca impact.
12 of the 83 hills that passed were initially determined by LSC to have aloca impact.

The same 12 bills had aloca impact “ As Enacted.”

Of the 668 billsintroduced in 2001:3
145 of dl billsintroduced in 2001 have aloca impact.

522 of dl billsintroduced in 2001 have no locd impact.

2 Please see the introduction for an explanation of the criteria LSC uses when making local impact determinations.

3 HB 246 was not assigned to a committee and therefore alocal impact determination was not completed.



Impact of theLIS

The 124th Generd Assembly introduced 668 bills in 2001, and enacted 83, approximatey
12.4%. However, 2001 is the firs year of the 124th Generd Assembly, and many of the hbills introduced
in 2001 may be enacted in 2002. Therefore, it would be mideading to compare the number of bills
introduced and the number of bills enacted in the previous Generd Assemblies. Nevertheess, 1999 and
1997, the firs year of the 123rd Generd Assembly and of the 122nd Generd Assembly, respectively,
can be compared to 2001. In 1999, 128 hills were enacted of the 761 introduced hills. Of the 128 enacted
bills, 22 had a “Yes’ locd impact determination and 106 had a “No” locd impact determination. In
1997, 110 bills were enacted of the 869 introduced hills. Of the 110 enacted bills, 20 had a “Yes’ locd
impact determination and 90 had a“No” locad impact determination.

Table 1: BillsEnacted in 2001, 1999, and 1997

The Numbers

The Percentages

Year #of YES| #of NO | TOTAL Year % YES | % NO | % TOTAL
2001 2 71 83 2001 14 % 86 % 100 %
1999 22 106 128 1999 17 % 83 % 100 %
1997 20 %0 110 1997 18 % 81 % 100 %

Table 2 shows that in 2001, eight percent of al bills with a “Yes’ loca impact determination
were enacted and 13.6% of dl bills with no locd impact were enacted. Thus, more hbills with a “No”

locd impact determinatiion were enacted than bills with a “Yes’ loca impact determination. Overdl,
12.4% of dl the bills introduced in 2001 were enacted.

Table 2: Bills Passed in 2001 that Became L aw

Initial Review | # of Enacted Bills | # of Introduced Bills | % Becoming Law
YES 12 145 8%
NO 71 522 14%
TOTAL 83 668" 12%

4 HB 246 was not assigned to acommittee and therefore alocal impact determination wasnot completed.




Table 3 shows gmilar results for 1999, the fird year of the 122nd Generd Assembly.
Approximatdy 12% of bills with a “Yes’ loca impact determination were enacted and 18% of the bills
with a “No” loca impact were enacted. Approximately 17% of dl the bills introduced in 1999 were
enacted. In 1999, a higher percentage of the bills with a “No” loca impact were enacted than those with
a“Yes' locd impact. Overdl, more hills passed in 1999 than in 2001.

Table 3: BillsPassed in 1999 that Became L aw

Initial Review | # of Enacted Bills | # of Introduced Bills | % Becoming Law
YES 22 178 12%
NO 106 583 18%
TOTAL 128 761 17%

Table 4 dso shows smilar results for 1997, the first year of the 121t Generd Assembly.
Approximatdy 11% of billswith a“Yes’ loca impact determination were enacted and 13% of the bills
with a“No” loca impact determination were enacted. Approximatedy 13% of al the bills introduced in
1997 were enacted. Again, in 1997, ahigher percentage of the billswith a“No” loca impact were
enacted than thosewith a“Yes’ loca impact. Overdl, there were more bills passed in 1997, when

compared to 2001, but lessthan 1999. However, the highest percentage of bills that passed out of all
bills introduced was in 1999.

Table 4: Bills Passed in 1997 that Became L aw

Initial Review | # of Enacted Bills | # of Introduced Bills | % Becoming Law
YES 20 189 11%

NO 90 680 13%

TOTAL 110 869 13%




The chart below presents the data for the first year of al three Generd Assemblies, indicating
that alower percentage of billswith a“Yes’ loca impact are enacted when compare to the average for

dl bills

Enacted Billsin the First year of the Past Three General Assemblies
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Billswith Altered I mpact

This section describes bills passed in 2001 that became lav and were dtered during the
legidative process, so that the “As Enacted” impact on locd governments was different from the “As
Introduced” locd impact. Out of the 83 hills enacted in 2001, none of the hills were dtered after the

initid determination 0 that the determination would have been different.

Table 5 demonstrates these results compared to previous years. In the past four years there have
been 12 bill that were dtered from a “Yes’ locd impact to a “No” locd impact, and 12 hills that were

dtered froma“No” locd impact toa“Yes’ loca impact.

OYes
OAll

Table5: Local Effects Changing from Introduction to Enactment 1997-2001

1998 | 1999 | 2000 | 2001 | Total
Bills atered so that certain elements, which prompted
a“Yes’ loca impact determination, were eliminated 5 2 5 0 12
from the enacted bill.
Billswith a“No” local impact determination atered
so that the changes made created afiscal impact on 2 4 6 0 12
local governments.




This section contains summary chats of the fiscd effects identified in the find Locd Impact
Statements for bills enacted in 2001 that were determined to have a local impact. There are four charts,
one each for counties, municipdities, townships, and school didricts. Wherever possble, an esimate is
included as to the net effect on the political subdivison of each piece of enacted legidation. All 12 of
the 12 bills impacted counties, 9 affected municipdities, 4 affected school didtricts, and 6 affected

L ocal Impact by Political Subdivision

townships.
Counties
Time Revenues Expenditures Net Effect
Bill Frame
HB 7 Annua Minimd likely gain Increase, potentialy Negative
sgnificant
HB 9 Annual Up to $20 million gain; Up to $20 million Indeterminate
potentid minima loss or gain increase
HB 11 Annual -0- $39,654 increase for Negative for Butler
Butler Co.; $71,322 and Muskingum
increasein FY 2003 and counties
$15,897 increase in future
years for Muskingum Co.
HB 157 Annua -0 Potential increase Negative
HB 208 Annual Potentid loss of $0 to $1.68 Potential increase or Indeterminate
million decrease
HB 231 Annud -0 Potential increase Negative
HB 244 Annua -0 Potential increase or Varied
decrease
SB 3 Annual Minima gan Increase Negative
SB 5 Annua Potentia gain Potential increase Minimal
SB 59 Annual Potential loss or gain -0 Varied
SB 74 Annual Loss, partialy offset -0 Negative
SB 136 Annua Minimd loss Minimal decrease Minima
Municipalities
Time Revenues Expenditures Net Effect
Bill Frame
HB 7 Annua Minimd likely gain Incresse, potentialy Negative
sgnificant
HB 9 Annual Potentia minimal loss -0 Negative
HB 157 Annud -0 Potential increase Negative
HB 231 Annua -0 Potential increase Negative
HB 244 Annual -0 Potential increase or Varied
decrease
SB 3 Annual Minimd gan Minimal increase Minima
SB5 Annua Potentia loss Potential increase Negative




SB 59 Annual Potential loss of $300,000 -0- Negative
for counties, municipalities,
and townships
SB 136 Annua Minimd loss Minimal decrease Minimd
School Digtricts
Time Revenues Expenditures Net Effect
Bill Frame
HB 157 Annual -0 Potentia increase Negative
HB 231 Annual -0 Potential increase Negative
HB 244 Annua -0 Potential increase or Varied
decrease
SB 5 Annual Potentid gain or loss Potentia increase or Varied
decrease
Townships
Time Revenues Expenditures Net Effect
Bill Frame
HB 9 Annual Potential minimal loss -0 Negative
HB 157 Annual -0 Potentia increase Negative
HB 231 Annual -0 Potential increase Negative
HB 244 Annual -0 Potential increase or Varied
decrease
SB5 Annual Potential gain and foregone Potential increase or Varied
loss decrease
SB 59 Annual Potentid loss of $300,000 -0 Negative
for counties, municipalities,
and townships
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Local | mpact Statements for Bills Enacted with “ Yes’
Determination “ As I ntroduced”

The following chart ligs dl 12 hills passed in 2001 that became law and were desgnated with
“Yes’ locd impact determinationsin their “As Introduced” form.

HB 7  |Provides a comprehensive mechanism to assist combating theillegal |C, M 12
manufacture or production of methamphetamine

HB 9 |Authorize governmenta aggregation for retail natural gas service, [C,M, T 18
PUCO certification, appropriation for THAW and HEABG

HB 11 |Creates one additiond judge for the Juvenile Division of Butler Butler and 25
County Court of Common Pleas and one additional justice for Muskingum

Domestic Relations Division of the Muskingum County Court of counties only
Common Pleas
HB 157 |Provides annua cost of living increases paid to retired membersof |C, M, T, SD 28
beneficiaries of Ohio’s state retirement system of 3% and makes
other changes to the Ohio Police and Fire Pension Fund

HB 208 |Gives courts authority to permit direct payment of spousal support  |C 31

HB 231 |Requires a State Isolated Wetland Permit, permit fees and mitigation |C, M, T, SD 36
of isolated wetlands

HB 244 |Modifies pendties against employers who fail to submit reports, C,M, T,SD 46
payments and information to the Ohio Police and Fire Pension Fund

SB 3 Applies the Sex Offender Registration and Notification Law to C,M 50

persons adjudicated delinquent children for committing a sexually
oriented offense

SB 5 Revises the Municipa Annexation Law C,M,T,SD 57

SB 59 |Includes various changes to the titling process for motor vehicles, CMT 66
watercraft, outboard motors, off-highway motorcycles, and dl-
purpose vehicles

SB 74 |Adoptsrevisonsto Article 9, that were recommended by the C 73
National Conference of Commissioners on Uniform State Laws

SB 136 |To modify the laws pertaining to the administration and C,M 77

enforcement of food safety programs, requires each board of health
to have a member who represents the activities licensed by boards
of hedlth

5 C=counties; M=municipalities; T=townships; SD=school districts

10



Presentation of 2001 Fiscal Notes & Local | mpact Statements

BILL Page
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Fiscal Note & Local Impact Statement
124 t General Assembly of Ohio

Ohio Legislative Service Commission
77 South High Street, 9" Floor, Columbus, OH 43266-0342 <- Phone: (614) 466-3615

< Internet Web Ste: http://www.|sc.state.oh.us/

BILL: Sub.H.B.7 DATE: May 2, 2001
STATUS:  AsEnacted —Effective August 7, 2001 SPONSOR: Rep. Manning
LOCAL IMPACT STATEMENT REQUIRED: Yes
CONTENTS: Provides a comprehensive mechanism to assist in combating theillegal manufacture or
production of methamphetamine
State Fiscal Highlights
STATE FUND FY 2002 FY 2003 FUTURE YEARS
General Revenue Fund
Revenues Gan, minimd a most Gain, minima a most Gan, minimd a most
Expenditures Incresse, possibly in the Increase, possibly in the Incresse, possibly inthe

millions of dollars

millions of dollars

millions of dollars

Victims of Crime/Reparations Fund (Fund 402)
Revenues Gan, minimd a most

Gan, minimd & most

Gan, minimd & most

Expenditures -0-

-0-

-0-

Note: The state fiscd year is duly 1 through June 30. For example, FY 2002 is duly 1, 2001 — June 30,

2002.

As aresult of the bill, perhgps as many as 200 or more additional offenders could be sentenced to
prison annudly and 60 or so offenders annualy will end up serving longer prison days than would
have been the case under current law. The fiscd effect will be to trigger a potentidly large increase
in the Depatment of Rehabilitation and Correction’s annua incarceration and pod-release control
codsthat could easily reach into the millions of dollars.

The new convictions resulting from the bill will generate additional court cost revenue that would be
deposited to the credit of the state’'s GRF and the Victims of Crime/Reparations Fund (Fund 402).
LSC fiscd daff expect the annud gan in revenue for the two date funds will be no more than

minimdl.




Local Fiscal Highlights

LOCAL GOVERNMENT FY 2002 FY 2003 FUTURE YEARS
Counties & Municipalities
Revenues Minimd likdy gain Minimd likdy gain Minimd likdly gain
Expenditures Increase, potentialy Increase, potentialy Increase, potentialy
sgnificant dgnificant sgnificant

Note: For most local governments, the fiscal year isthe caendar year. The school didtrict fisca yeer is
July 1 through June 30.

With a large number of new cases and convictions expected, county and municipa crimind justice
systems will experience potentidly sgnificant increases in annuad  expenditures rdlated to arredting,
adjudicating, prosecuting, defending (if indigent), and sanctioning those who violae the bill's
prohibitions.

Counties and municipdities will dso collect additiond court cos and fine revenue. Given the
difficulties of collecting such moneys from offenders, many of whom are indigent, these additiond
locdl revenues will likely be no more than minima annualy.

Detailed Fiscal Analysis

With respect to the illegd manufacture or production of methamphetamine, the bill creates two
new drug offenses, as wel as a pendty enhancement tied to exiding law prohibiting the illegd
manufacture of drugs.

Penalty Enhancement

The hill increases the pendty for the offense of illegd manufecture of drugs if the drug in
guestion is methamphetamine, or a varidion thereof, and if the offense is committed in the vicinity of a
juvenile, school or other public premises. A public premise would include, among other things, hotd
rooms, which law enforcement officids have discovered ae increesingly common locations for
methamphetamine |aboratories. The voldile and toxic nature of many of the chemicds used in the
methamphetamine manufacturing process present extreme public hedth threats when laboratories are
located in public places. The illegd manufacture of drugs is currently a felony of the second degree
carrying a mandatory determinate prison sentence of 2, 3, 4, 5, 6, 7, or 8 years. Under the enhanced
pendty specification crested by the hill, the offense would be a fdony of the fird degree carying a
mandatory determinate prison sentence of 3, 4, 5, 6, 7, 8, 9 or 10 years.

Problem Growth. The hill's pendty enhancement provison will not create any new crimind

cases dnce the manufecture of methamphetamine is currently illegd. The bill will, however, afect the
length of the mandatory prison sentence imposed on some percentage of those convicted after its
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enactment. To esimate the number of offenders likely to receive longer mandated prison sentences, the
growth of the methamphetamine phenomenon must be conddered in conjunction with current
sentencing data.

The genesis of the rgpidly growing methamphetamine problem in the United States is dearly the
west coast daes and Mexico. Based on data compiled by the United States Drug Enforcement
Adminigration (DEA), the problem is dearly moving eastward, as evidenced by the explosve growth in
the numbers of illegd methamphetamine laboratory saizures. States to the west of Ohio, including lowa,
Missouri and Arkansas, have recently witnessed five and six times the number of laboratory seizures
compared to just a few years ago. For 1999, the DEA reported 16 illegd |aboratory seizures in Ohio,
followed by approximately 27 in 2000. The number of seizures thus far in 2001 has jumped to 48. It
gopears as though the wave of growth in methamphetamine production has reached Ohio. This growth
reflects the increasing effort by loca entrepreneurs, operating on the periphery of the methamphetamine
market, to exploit the expanding demand for the drug by producing smdler amounts of the drug in less
complex, often very mobile, laboratories.

Inteke data from the Department of Rehabilitation and Correction (DRC) indicate thet, in FY
2000, 22 inmates were sentenced to prison for illegd manufacture of drugs, predominady involving
methamphetamine, and to a lesser extent GHB, a date rape drug. This intake leve reflects the smdler
number of laboratory seizures in 1999 and 2000. As Ohio experiences the expected growth in
methamphetamine production, arrests, convictions and incarcerations will dl increase accordingly. Law
enforcement experts in this field have sated that Ohio can expect between 100 and 200 illegd
laboratory seizures over this next year. It is important to note that this growth is not a result of the hill,
but rather the naturdl eastward expansion of this phenomenon.

Additional Incarceration Cost. The bill will only increese the da€'s annua incarceration costs
to the extent that these additiona arests for the illegd manufacture of methamphetamine occur in the
vicinity of juveniles and/or public premises. Daa from the State of Cdifornia suggests that children are
present in about 25 percent of the illegd laboratory raids. Ohio law enforcement officids concur with
this proportion and agree that we could expect perhaps a third of the arests for methamphetamine
production to occur in the vicinity of juveniles or some public premises, so defined by the hill. If 200
arests occur over the next year, and assuming nearly dl are convicted, then agpproximatey 66
individuds would face the enhanced felony one pendty. The key fiscd question is how much additiond
prison time would they receive?

Time served data from DRC sheds some light on the sentencing differences between a felony of
the second degree drug offense and a felony of the first degree drug offense. While this data does not
soecificdly lig illegd manufacture of drugs, it does show, on average, the differences in time served
between different classes of fdonies. If a fdony of the second degree drug offense is enhanced to a
fdony of the first degree, then the time served is increased by an average of 1.5 years. This average
figure can then be used to provide an edimate of the potentid additiond annud cost to the date
resulting from the bill’s penaty enhancement provison. If 66 inmates serve an additiond 1.5 years due
to the enhancement, and the current margind cost of incarceration is about $4,000, then the tota
potentiad annua increase in incarceration codts to the state is approximately $396,000. This figure could
grow if the number of methamphetamine laboratory seizures continues to increase annudly. This fiscd
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effect would not be fully redized for severd years; that will be the point in time a which the additiond
time served as aresult of the bill’ s penaty enhancement will actudly kick in.

Criminal Offenses

The bill aso creates two new drug offenses related to: (1) assembly of chemicds and (2)
possession of drug parapherndia.

Assembly of Chemicals. The fird of these new drug offenses involves the assembly of
chemicas for the manufacture of illegd drugs. This would be a felony of the third degree and carries no
presumption for or againgt prison.

Additional Cost. Law enforcement officids knowledgesble in this area have indicated that the
as=mbly of chemicas for the manufacture of illegd drugs is a much more common occurrence than the
actua operation of methamphetamine laboratories. Those who “cook” the drug often utilize a large
number of individuas to gather, store and trangport the necessary chemicd ingredients. This provison
of the bill would dso affect arrests and prosecution of those possessing the chemicads to manufacture
GHB, a dae rgpe drug. Law enforcement officids estimate that, as a result of this new “assembly”
charge, the number of new arests could be three or four times the number of arests for the illegd
manufecture of methamphetamine. Again assuming a high raie of conviction, this provison of the hill
could produce severd hundred new convictions annudly. Under the hill, judges would have a wide
range of discretion in determining the gppropriate sanctions. Since this is a new crime, there is
unfortunately no sentencing data, and no way to make any precise predictions as to how judges will
respond.

The minimum prison term for a fdony of the third degree is 1 year. Given the judicid discretion
built into the sentencing presumptions for a felony of the third degree, we can be reasonably certain that
not everyone will be sent to prison. According to DRC data, the average prison time served for a felony
of the third degree drug conviction is 1.8 years, compared with a possble maximum prison term of 5
years. The key fiscd question here is how many of these drug offenders would be sent to prison?

When changes were made to felony sentencing practices a the time of SB. 2 in 1996, the intent
was to incarcerate those offenders who were dearly linked to the illegd drug business. To the extent that
an offender was peripherd to the illega drug business, sentencing options other than prison were to be
utilized more frequently. Despite the difficulties of predicting how judges will respond to a new law,
LSC fisca daff beieve it is most prudent to express potential cost estimates in terms of an upper and
lower range. If there are as many as 400 new convictions annudly for this new crime, and because it is
essentidly a non-violent offense that could be judged as being somewhat father removed from the
illegd drug business than would be trafficking, then perhaps as few as 20 percent would be sent to
prison. If this were the case, then 80 new prison inmates annudly serving, on average, 1.8 years would
cogt the date gpproximatey $3.1 million in annua incarceration cods. If 50 percent of these new
convictions were sent to prison annualy for an average of 1.8 years, then the annud incarceration cost
to the state would be approximately $7.9 million.

15



Many vaiables affect such estimates, not the least of which is judicid discretion. If judges
choose not to rely on prison, but insead utilize other community based sentencing options, then the
edimated annua incarceration cost to the state would be much lower. On the other hand, if judges
perceve methamphetamine as a serious threat to their communities, they may adopt tougher sentencing
dandards in an effort to sem the tide. Another possibility is that judges may order a defendant convicted
of this illegd assembly of chemicas charge to sarve time in a locd jal. Data from the Ohio Crimind
Sentencing Commission suggests that about 8 percent of those convicted of a felony of the third degree
drug offense were sentenced to a loca jail. The average time served was 20.5 days. If 8 percent of 400
new annua convictions, or 32 offenders, received the average 20.5 days in a locd jail, a an average cost
of about $60 per day, then the additiond annual cost to counties statewide would be around $39,360.

Drug Paraphernalia. The second drug offense created by the hill involves the possesson of the
equipment, ingruments, and so forth, used in the manufacture of methamphetamine. The definition of
“drug pargoherndid’ is expanded to include such equipment. The offense of possessng or using
methamphetamine drug pargpherndia would be a misdemeanor of the fourth degree and sdling such
parapherndia would be a misdemeanor of the second degree. The fiscd impact of this provison of the
bill will likdy be andl as much more serious charges will be filed when a methamphetamine |aboratory
israded. A drug paraphernaia charge would likely be stacked on to the more serious felony charges.

Local Costs. Given the new drug offenses created by the hill will likdy result in a large number
of new arests being made annuadly Statewide, sgnificant fisca burdens will be placed on counties and
municipaities. As these new crimina cases are processed, counties and municipdities will experience
annud expenditure increases related to the adjudication, prosecution, defense (if indigent), and
sanctioning of these drug offenders, including the cost of pre-trid and post-conviction says in loca
jals.

Revenue. In addition to any fines and locd court costs charged, those convicted must pay locdly
collected state court costs. State court costs for a felony conviction totd $41 ($30 for the Victims of
Crime/Reparations Fund and $11 goes to the GRF). State court costs for a misdemeanor conviction totdl
$20 ($9 for the Victims of Crime/Reparations Fund and $11 goes to the GRF). Given the relatively large
number of additiona annua convictions expected, state court cost revenue for the GRF and the Victims
of Crime/Reparations Fund will be ganed, possbly reaching severd thousand dollars annualy.
Collecting this revenue can aso be very problematic, so the actua gain in annua revenue is uncertain.

Cleanup. Another important area of cost to be mentioned involves the toxic waste cleanup
required when methamphetamine laboratories are raided. The production process yields a great ded of
dangerous chemicd waste that is often just dumped at the Ste of the laboratory. The laboratories aso
usualy have containers of dangerous chemicas that must be subject b toxic waste digposal procedures.
The average cost of a cleanup following a laboratory seizure is between $3,000 and $5,000. Most loca
jurisdictions cannot afford these cleanup cods. At the present time, locd law enforcement agencies
usudly request DEA assstance when a laboratory is seized. If they are present, DEA will pay the cost of
an independent toxic waste disposa company to perform an emergency cleanup of the laboratory ste.
Thus, a present, the federd government and not state or local agencies pay for the remova of the toxic
wase. A problem may develop if the rapid growth of methamphetamine sweeps across Ohio as
expected. If federal cleanup resources become depleted, the state or loca governments will be forced to
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bear the dggnificant expenses associated with emergency cleanups. This has dready happened in
Arkansas, which seized 540 illegd laboratories in 1999. Locd law enforcement agencies face great
difficulties in paying for the hazardous waste cleanup.

LSC fiscal staff: Joseph Rogers, Budget Analyst

FN124\HBOOO7EN.doc
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Fiscal Note & Local Impact Statement

124 t General Assembly of Ohio

Ohio Legislative Service Commission
77 South High Street, 9" Floor, Columbus, OH 43266-0342 <- Phone: (614) 466-3615

< Internet Web Ste: http://www.|sc.state.oh.us/

BILL: Sub.H.B.9 DATE.: March 27, 2001
STATUS: As Enacted—Effective June 26, 2001 SPONSOR: Rep. Setzer
(Certain sections effective Mar ch 27, 2001)
LOCAL IMPACT STATEMENT REQUIRED: Yes
CONTENTS: Authorizes gover nmental aggregation for retail natural gas service, subjectsretail gas

suppliersand gover nmental aggregatorsto PUCO certification, makesan
appropriation for the THAW program, and increases an appropriation for the Home

Energy Assistance Block Grant

State Fiscal Highlights

STATE FUND FY 2001 FY 2002 FUTURE YEARS
General Revenue Fund
Revenues Potentid minimd loss Potential loss up to Potential loss up to $1,010,000
$415,000 or more or more
Expenditures Increase up to $20 -0- -0-
million
Utility and Railroad Fund (Fund 5F6)
Revenues -0- -0- -0-
Expenditures Increase by $9,300 Increase by $111,400 Increase by $111,400
Fund 3K9
Revenues -0- -0- -0-
Expenditures Increase up to $20
million

Note: The gtate fiscd year is July 1 through June 30. For example, FY 2002 is July 1, 2001 — June 30,

2002.

The public utility excise tax base would be reduced as households signed up for governmenta
aggregation programs. Over time the reduction in excise taxes could be substantid ($19.1 million or

more).

The dtatewide sdes tax base would be increased, as households signed up for aggregation programs.
Over time the increase in sales tax revenues could be substantia ($17.8 million or more).
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The Genera Revenue Fund receives 95.2% of funds collected under each of these taxes.

The bill would create a new line item in the budget of the Department of Job and Family Services
and gppropriate $20 million to that line item to be distributed to county departments of job and
family sarvices The funds would be used to asss Ohio households whose income is less than
200% of the federa poverty guiddinesin paying their home hesting bills.

The Public Utilities Commisson of Ohio would need to hire additiond daff to implement the
certification program created by the hill, increasing expenditures by approximatey $111,000 in
future fiscd years, assuming the required funds are appropriated.

Am. Sub. H.B. 283 of the 123" Genera Assembly would be amended to increase the appropriation
to item number 195-611 in the Depatment of Deveopment’s budget by $20 million. The additiona
appropriation would increase funding for the Low Income Energy Assstance Program.

Local Fiscal Highlights

LOCAL GOVERNMENT FY 2001 FY 2002 FUTURE YEARS
Counties

Revenues up to $20,000,000 gain -0- -0-

Expenditures up to $20,000,000 -0- -0-

increase

Counties& Trandst Authorities

Revenues — Potentid minima gain Potentid gain up to $1.4 Potentia gain up to $3.3
permissive locd million or more million or more
saestax

Expenditures -0- -0- -0-
Counties, municipalities and townships

Revenues— Potentid minimd loss Potentid minimd loss Potentia loss
Locd Government
Funds (LGF &
LGRAF)

Expenditures -0- -0- -0-

Note: For most local governments, the fiscd year is the caendar year. The schoal didtrict fiscal year is

July 1 through June 30.

The THAW program would provide $20,000,000 from the GRF to county departments of job and
family services, which would be expended in providing assstance to low-income households in
paying ther heating bills. Given the number of applications received to date, it is possible that part
of the $20 million may remain after paying al the benefits for which applications were received.

The datewide sales tax base would be increased, as households signed up for aggregation programs.

The increase in the sdes tax base would be minima in the short run but would increase over time.
The average permissve sdestax rate levied by counties and trangt authorities satewide is 1.1%.
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The Locd Government Fund would receive 4.2% of any increase in date sdes tax collections, the
Loca Government Revenue Ass stance Fund would receive 0.6% of any increase.

The public utility excise tax base would be reduced as households sgned up for governmenta
aggregation programs. The decrease would be minimd in the short run but could become sgnificant
over time. 4.2% of excise tax revenue losses would come from the Loca Government Fund and
0.6% would come from the Local Government Revenue Assistance Fund.

Even though counties with permissve sdes taxes may experience a net gan in revenues, counties
without permissve sdes taxes as well as municipdities and townships would |ose revenues.

It is unclear a this time to what extent adminigering the THAW program would increase county
expenditures.

Locd governments would incur codts in edtablishing and administering an aggregetion program.
These costs would vary by program. These programs are optional, of course.

Detailed Fiscal Analysis

Background.

Substitute House Bill 9 (Sub. H.B. 9) contains four provisons that might have a fiscd impact on
date or locd budgets. Fird, it would dlow a board of township trustees or a board of county
commissioners to act as an aggregator for the provison of competitive retail naturd gas service. Locd
governments are currently authorized to sarve as aggregators for dectricity service within  their
jurisdiction under Senate Bill 3 of the 1239 Generd Assembly, o this provison of the bill would
ultimately create parity between natura gas service and dectricity service. (Municipa corporations are
assumed to have the authority to aggregate dready, under the home-rule provisons of Article XVIII of
the Ohio Condtitution, so the bill would have no impact on aggregation within municipd boundaries®)
Second, the bill would create a new line item in the budget of the Depatment of Job and Family
Sarvices and appropriste $20 million in fiscd year 2001 for that line item. The funds would be
digtributed to county departments of job and family services to assst households with incomes below
200% of the federd poverty guiddines in paying their heating bills The totd expenditures for the
program would not exceed $20 million, nor would the assstance to any individud household exceed
$250. Third, the hill would subject retal naturd gas suppliers and governmenta aggregators to
certification by the Public Utilittes Commisson of Ohio (the PUCO). And fourth, the hill increases the
fiscd year 2001 appropriation for the Low Income Home Energy Assstance Program administered by
the Department of Development.

Currently, natura gas sold through marketers in Ohio is included in the sales tax base, while gas
sold directly by a natura gas utility is included in the public utility excise tax base, rather than the sdes
tax base. Therefore any effect the bill might have on the dollar value of natural gas sdes would have a

6 See February 12, 2001 issue of LSC publication For Members Only. The publicationis available on-line at
www.|sc.state.oh.us/membersonly/124homerule.pdf.
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direct impact on these two tax bases. The datewide sdes tax is currently 5%, with 95.2% of the revenue
collected going to the GRF, 4.2% going to the Locd Government Fund, and 0.6% to the Locd
Government Revenue Assstance Fund. On top of the Statewide tax, counties and transt authorities may
levy an additiond sdes tax. By its naure, the rate of this permissve tax varies from one jurisdiction to
another, but the average rate atewide is 1.1%, making the combined average tax rate statewide 6.1%.
The public utility excise tax rate is 4.75%, which is digributed in the same way as the Satewide sdes
tax: 95.2% to the GRF, etc.

Currently there are 28 naturdl gas utilities in the Sate that pay the public utilities excise tax; of
these, just three have a Choice Program: Columbia Gas of Ohio; Cincinnati Gas & Electric; and
Dominion Eagt Ohio Gas. The PUCO reports the following figures for the total customer base of these
utilities as of December 2000, and for the number of those customers enrolled in the respective Choice
Programs:

Choice Program Enrollment in Ohio, December 2000
Nat. Gas Utility Total Customers | Enrolled Customers Per cent of Total
CustomersEnrolled
Columbia Gas 1,360,615 (resid.) 432,325 (resid.) 31.8%
120,528 (comm.) 42,198 (comm.) 35.0%
Dominion East Ohio 1,126,000 (resid.) 242,464 (resid.) 21.5%
83,000 (comm.) 12,586 (comm.) 15.2%
Cincinnati Gas & Elec. 360,000 (resid.) 29,493 (resid.) 8.2%
35,070 (comm.) 3,844 (comm.) 11.0%

source: Public Utilities Commission of Ohio.

Representatives of Columbia Gas and of Dominion East Ohio have tedtified before the Senate Ways and
Means Committee that high gas prices have increased the percentages enrolled in their Choice programs,
however the following andyss will assume the percentages shown here.  LSC has investigated the
impact of usng the higher percentages testified to, and found the differences to be smdll.

Authorization of Governmenta Aggregation.

The primary motivation for dlowing for governmental aggregetion is presumably to ad
consumers in reducing ther naturd ges bills  To the extent that the bill was successful in accomplishing
this, the public utility excise tax base would be reduced, as household consumers opted for the lower
prices avalable by aggregating, and thus shifted to the sdes tax base. The consequent incresse in the
sdes tax base would amogt certainly be somewhat reduced by the probable reduction in (dollar vaue
of) natura gas sdes to households currently in a Choice Program.” The increase in the number of
households paying the sdes tax would increase the sales tax base overal, consequently increesng sdes
tax revenues.

7 Whether the dollar value of natural gas sales to households currently paying the sales tax would rise or fall with afall in the
price of gas depends on a concept that economists call “price elasticity of demand.” The demand for natural gasis amost
certainly inelastic, meaning that if the price of gaswereto fall by, say 5%, unit sales of natural gas would increase by
something less than 5%, with the result that sales revenue would fall.
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Unfortunatdly, the data to quantify these changes in tax collections are smply not avalable. We
do not know by what percentage alowing aggregation would reduce the price of gas. Nor do we know
precisdly what is the price dadticity of demand for naturd gas. Most fundamentaly, we do not know
how quickly consumers would enroll in governmenta aggregation programs.  The fiscad effect would
as0 depend heavily on the magnitude of the savings that consumers would experience in therr naturd
gas hills. A September 8, 2000 press release from Columbia Gas of Ohio® indicated that Columbia
customers had saved $73 million since 1997 as a result of Columbia's Choice Program, or about a 10%
svings on the average resdentid bill.  The $73 million figure ssems to be consgtent with testimony
provided by the Ohio Consumers Counse before the House Public Utilities Committee. Neverthdess
there are severa sources of very sgnificant uncertainty regarding the fiscal impact of the bill.

In order to get some idea of the impact on tax revenues, LSC economists have computed the
results generated under severd assumptions that seemed reasonable.  The following andyss assumes
that the bill has no impact on the &bility of municipdities to implement naurd gas aggregation
programs. The U.S. Bureau of the Census estimated that the number of resdents of townships in Ohio
in 1998 was 3,981,642, out of a total estimated Ohio popuation of 11,209,493. Taking the ratio of the
former number to the latter yields a ratio of 35.5%, which is the maximum percentage of households in
the date that this bill would newly dlow to be aggregated under a governmentd aggregetion program.
The PUCO webste shows the current savings from the Choice Program for an average resdentid
household in each of the three programs. Suppose that governmental aggregation saves households that
are currently in a Choice program 2% annualy, and saves households that are not in a Choice program
12% annudly. Suppose further that 110,507 eigible Ohio households were sgned up for an
aggregation program in FY 2002 and that 276,268 households were signed up in FY 2003. Under these
assumptions, we arive a totd resdentid consumer savings of $15.7 million in FY 2002 and $38.2
million in FY 2003.

Under the foregoing assumptions, the reduction in the public utility excise tax would amount to
$6.7 million in FY 2002 and $16.1 million in FY 2003. Patidly offsetting this, dtate sdes tax
collections would increase by $6.2 million in FY 2002, and by $15.0 million in FY 2003. Similarly,
permissive locd sdes tax collections would increase by about $1.4 million in FY 2002 and about $3.3
million in FY 2003. Over and above these effects, there may be some changes to both tax bases
involving commercid cusomers, meaning that the numbers shown here might be increesed by an
amount in the range of afew hundred thousand dollars.

Ore find issue relaed to the aggregetion provisons in the bill is that of so-cdled “stranded
costs”  Section 4929.25 of Sub. H.B. 9 alows a natural gas company to recover cepacity and
commodity costs if the PUCO certifies those costs to be recoverable under the terms of the bill.  Any
such cost recovery agpproved by PUCO would increase the prices paid by consumers, thereby increasing
the sales tax base. This provison of the bill is incorporated into the above projections, subject to the
same uncertainty associated with the other assumptions underlying those projections.

Temporary Hesting Assistance for Warmth (THAW) Program.

Sub. H.B. 9 would aso create a new line item in the budget of the Department of Job and Family
Services, item 600-437, Temporary Heating Assstance for Warmth, and appropriate $20 million to that
line item in fiscd year 2001. The funds would be provided to county departments of job and family

8 This press release can be found on-line at www.columbiagasohio.com/rel eases.
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sarvices to digribute to households whose income is less than 200% of the federa poverty guiddines.
Each digible household could receive a one-time payment up to ether 50% of one primary heating hill
(billed after October 1, 2000 and before April 1, 2001), including arrearages that arose due to heating
bills incurred between December 1, 2000 and April 1, 2001, or $250, whichever is lower. The totd
expenditures for the program would not exceed $20 million.

The Depatment of Job and Family Services would issue guiddines for the program. Guiddines
could determine, for example, how to handle the dtuation if households gpplied for more payments than
were available under the bill. According to the most recent data available from the Current Population
Survey (a joint project between the U.S. Bureau of Labor Statistics and the Bureau of the Census), there
are 1,315,107 Ohio households with an income that puts them a or below 200 percent of the federd
poverty guiddines. The nonTANF portion of this population can be caculated by subtracting the
number of TANF households that have at least one adult’ In January, 2001 there were 51,058
households that had a leest one adult. Thus, the number of nonTANF Ohio households meeting the
income criteria of Project THAW is over 1.2 million. If each of these households gpplied for these
funds, the $20 million celing could esily be reached. However the Governor’s office has reported that
the number of applications received as of March 2, 2001 was approximately 24,500 and the average
amount applied for in those gpplications was $180. From the data to date, the Governor's office
anticipates that there will be sufficient funds to pay dl bendfits for which gpplications are received,
subject to the terms of the program.

It is unclear a this time to what extent adminigtering the THAW program would increase county
expenditures.

Caertification of Retail Naturad Gas Suppliers and of Governmental Aggregators.

Sub. H.B. 9 would require the cetification of retal natura gas suppliers and governmenta
aggregators by the PUCO. The bill dso provides that retall naturd gas suppliers may be required to
provide a performance bond to protect consumers and natural gas companies from the consequences of
falure on the pat of the retall supplier. The PUCO reports that implementing a certification program
that complied with the provisors of the bill would require an additiond two full time gaff, in the Utility
Specidigt 1 classfication. These postions would cost a total of an additiona $111,400 per year at
current compensation levels, including benefits.

In addition, the certification requirements, together with the cods associated with providing a
performance bond, would have possbly sgnificant effects on exising CHOICE Programs and on new
governmental aggregation programs. These provisons of the hill would increase the codts of retalers,
and may reduce the number of retallers in the market. The effect of these provisons may thus reduce
the price discounts enjoyed by consumers, which would in turn reduce the fiscd impact of the hill.
These provisons of the hill, like he stranded cost provision, are incorporated into the above projections,
subject to the same uncertainty associated with the other assumptions underlying those projections.

9 Payments to TANF households could be made from currently available TANF funds under existing guidelines; no
additional appropriation authority for TANF funds would be necessary.
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Low Income Home Energy Assistance (LIHEAP).

Findly, the bill would amend Am. Sib. H.B. 283 of the 123" G.A. to increase the appropriation
in line item 195-611, Home Energy Assgtance Block Grant, by $20 million. Funding for the LIHEAP
Program is provided by the federd government through a block grant, and the program provides home
hesting assstance to households with incomes a or below 150% of the federd poverty guiddines. The
federa government increased the amount of the block grant and other contingency funds in October and
December of 2000 and January of 2001. Twenty million dollars represents Ohio’s share of thisincrease.

LSC fiscal staff: Ross Miller, Economist

FN124\HBOOO9EN.doc
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Fiscal Note & Local Impact Statement
124 t General Assembly of Ohio

Ohio Legislative Service Commission
77 South High Street, 9" Floor, Columbus, OH 43266-0342 <- Phone: (614) 466-3615

< Internet Web Ste: http://www.|sc.state.oh.us/

BILL: Sub.H.B. 11 DATE: June 13, 2001

STATUS:  AsEnacted — Effective October 31, 2001 SPONSOR: Rep. Webster
(Sections 3 and 4 effective January 1, 2002)

LOCAL IMPACT STATEMENT REQUIRED: Yes

CONTENTS: Creates one additional judge for the Juvenile Division of the Butler County Court of
Common Pleas and one additional judge for the Domestic Relations Division of the
Muskingum County Court of Common Pleas, both beginning January 2, 2003

State Fiscal Highlights

STATE FUND FY 2002 FY 2003* FUTURE YEARS
General Revenue Fund
Revenues -0- $55,425 gain -0-
Expenditures -0- $110,850 increase $229,336 increase in FY 2004,

followed by annud increases
of no more than 3 percent
through FY 2010

Note: The statefiscal year is July 1 through June 30. For example, FY 2002 is July 1, 2001 — June 30, 2002.
*LSC fiscal staff assume that Muskingum County’ s required one-time reimbursement to the state of $55,425 will occur in FY
2003.

Currently, the dtate has statutorily prescribed pay increases for common pleas court judges through
caendar year 2009. The $229,336 annual State cost of two additiona common pleas court judges
dating with FY 2004 reflects $99,100 in annua sdary, plus 13.31 percent, or $13,190, for PERS
(Public Employees Retirement System), and 2.4 percent, or $2,378, for other administrative costs.
Since these judgeships begin at the hafway point in FY 2003, the expenditure increase for FY 2003
indicated in the above table ($110,850) represents only the last sx months of the dtate fiscd year in
which both of the judges take office.

The hill contains uncodified law reguiring Muskingum County to remburse the date for the da€'s
portion of the compensation d the new judge of the Muskingum County Court of Common Pless for
sarvices that judge performs from January 2, 2003 through June 30, 2003. The net fiscd effect of
this provison is to shift the burden of covering a Sx—month period of sday and benefits totding
$55,425 in FY 2003 from the state to Muskingum County.
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Local Fiscal Highlights

LOCAL GOVERNMENT FY 2002 FY 2003 FUTURE YEARS
Butler County
Revenues -0- -0- -0-
Expenditures Likely one-time $39,654 increase $39,654 annual
capital improvements increase
Muskingum County
Revenues -0- -0- -0-
Expenditures -0- $71,322 increase* $15,897 annua increase

Note: For most local governments, the fiscal year isthe calendar year. The school district fiscal year isJuly 1 through
June 30.

*LSC fiscal staff assume that Muskingum County’ s required one-time reimbursement to the state of $55,425 will occur in FY
2003.

Butler County. The anud sday and benefits for one additiona judge will cost Butler County
$15,897, which is comprised of $14,000 in annua base sdary, plus 13.55 percent, or $1,897, for
PERS bendfits. Additiondly, the Butler County Court of Common Pleas expects to hire one
courtroom clerk support person to assst with casdoad management. The annual sdary and benefits
for this new support person will be $23,757. Ladly, Butler County will likely incur a one-time
expense for remodeling exising courtroom space to accommodate the new judge. At this time,
however, the county has not developed any detailed planning or cost estimates.

Muskingum County. The annud sdary and benefits for one additiona judge will cost Muskingum
County $15,897, which is comprised of $14,000 in annual base sdary, plus 13.55 percent, or $1,897,
for PERS benefits. The hill contains uncodified law requiring Muskingum County to remburse the
date for the state’s portion of the compensation of the new judge of the Muskingum County Court of
Common Pleas for sarvices that judge performs from January 2, 2003 through June 30, 2003. The
net fisca effect of this provison is to shift the burden of covering a sx—month period of sdary and
benefits totaing $55,425 in FY 2003 from the date to Muskingum County. No other additiona
annua operating costs will be generated or capitd improvements required as a direct result of the
bill.

Detailed Fiscal Analysis

Full-time Judge

Sdaries for common pleas court judges consst of a state share and a locd share paid by the
county. The locd contribution varies dightly depending on a county’s population as determined by the
decennid census. This loca amount is based on eighteen cents per capita in the county, but may not be
less than $3,500 or more than $14,000. The dae share is equa to the totd sdary minus the loca
contribution. Subgtitute House Bill 712 of the 123rd Generd Assembly established a common pleas
court judge's sdary a $113,100 for cadendar year 2004. Based on the 1990 census, Butler and
Muskingum counties would each be required to pay the $14,000 maximum tota annua contribution
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towards their new common pleas court judges sdary. (The year 2000 census will not result in a
lessening of the maximum locd annud contribution provided by ether county.) The date will cover the
remainder of the judicid sdary, which would anount to $99,100 per judgeship in FY 2004, the first full
date fiscd year for these two new judgeships. The date share of these judicid sdaries will increase
annudly, through cdendar year 2009, according to the smdler of the Consumer Price Index or 3
percent, as established in Sub. H.B. 712.

The hill dso contains uncodified law requiring Muskingum County to reimburse the date for the
date’'s portion of the compensation of the new judge of the Muskingum County Court of Common Pleas
for services thet judge performs from January 2, 2003 through June 30, 2003. The net fiscal effect of this
provision is to shift the burden of covering a six—-month period of sdary and benefits totaling $55,425 in
FY 2003 from the state to Muskingum County.

PERS

State and locd dected officids ae exempt from membership in PERS (Public Employees
Retirement System), unless they choose to become members. Most do. Therefore, this andyss includes
PERS payments, which assumes that both of the additiond judges join PERS. The state contributes at
the rate of 13.31 percent of its supplementa sdary amount, while the county pays 13.55 percent on its
base share amount. Under that PERS contribution formula, Butler and Muskingum counties will each
pay $1,897 annualy, while the state will contribute $23,824 annually.

In addition to PERS, the state a'so makes contributions for other purposes. 1.45 percent of gross
sdary for Medicare for al employees hired after April 1986, 0.67 percent for workers compensation,
and 0.28 percent for the adminigtration of the dat€’s Centra Accounting System (CAS). These
contributions, in total, comprise aout 2.4 percent of the date€’'s portion of the judicid sdary. For the
additional two judges to be sested in Butler and Muskingum counties, these miscellaneous annud
contributions will cogt the dtate $4,757 in FY 2004, the firg full state fisca year for these two new
judgeships. The date€'s miscellaneous annud contributions will continue to rise through cdendar year
2009 dong with the increases in the Sate' s share of judicia saariesthat are mandated in Sub. H.B. 712.

Additional Local Costs

Butler County. An additiond judge will likely create some additional costs for Butler County in
teems of increased daff and remodeling. The court anticipates hiring one courtroom clerk support
person, but believes that no other employees will be immediatdy necessary. The annud sdary and
benefits for this support person will cost Butler County $23,757. There will dso be one-time costs
incurred by the county for remodeling existing courtroom space to incorporate the new judge. Since this
new judge is not scheduled to take office until caendar year 2003, the court has not progressed very far
in terms of contracting for design work and obtaining construction estimates.

Muskingum County. Muskingum County does not anticipate any additiona local cods as a result
of the bill. The county did recently purchase a new court building, which is currently being renovated.
The space needed to accommodate the additiona judge has aready been incorporated into the project’'s
scope. The court is dso planning to hire two additiond support persons to assst with the current
workload. They will be in place before the new judge is sworn in and are not being hired & a result of
the bill.

LSC fiscal staff: Joseph Rogers, Budget Analyst
FN124\HBOO11EN.doc
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Fiscal Note & Local Impact Statement
124 t General Assembly of Ohio

Ohio Legislative Service Commission
77 South High Street, 9" Floor, Columbus, OH 43266-0342 <- Phone: (614) 466-3615

< Internet Web Ste: http://www.|sc.state.oh.us/

BILL:

STATUS:

Sub. H.B. 157 DATE: October 10, 2001

AsEnacted — Effective February 1, 2002 SPONSOR: Rep. Schuring

LOCAL IMPACT STATEMENT REQUIRED: Yes

CONTENTS: Providesannual cost of living increases paid to retired members and beneficiaries of
Ohio's gateretirement systems of 3% and makes other changes specifically concerning
the Ohio Police and Fire Penson Fund

State Fiscal Highlights

STATE FUND FY 2002 FY 2003 FUTURE YEARS

State Retirement Systems (PERS, OP& F, SERS, STRS, SHPRS)

Revenues -0- -0- -0-
Expenditures Potentia increase Potential increase Potentia increase

Ohio Palice and Fire Pension Fund (OP& F)

Revenues -0- -0- -0-
Expenditures Increase of more than Increase of more than Increase of more than
$133,000 $133,000 $133,000 - dedining over time

GRF and Other State Funds

Revenues -0- -0- -0-
Expenditures Potentia increase Potentid incresse Potentid incresse

Note: The state fisca year is duly 1 through June 30. For example, FY 2002 is July 1, 2001 — June 30,

2002.

It is probable that this bill will increese expenditures for the five dae retirement sysems. The
current cost-of-living increase formula is expected to pay less than 3% per year in adjusments. The
bill would give a 3% cog-of-living adjustment each year.

There is a smdl posshility that the increase in expenditures for the five date retirement systems
could indirectly place pressure on the system to increase the rates of employer contributions.

The bill will require the Ohio Police and Fire Penson Fund to provide pensons to approximeately
nineteen surviving spouses a a cost of approximately $133,000 per year. This bill dso provides a
monthly death benefit to surviving spouses who became widowed prior to the creation of the Ohio
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Police and Fire Penson Fund and the Death Benefit Fund. It is unknown how many persons would
become dligible for this benefit. However, it is expected to be minimd.

Local Fiscal Highlights

LOCAL GOVERNMENT FY 2002 FY 2003 FUTURE YEARS
Political Subdivisons
Revenues -0- -0- -0-
Expenditures Potential increase Potentid increase Potential increase

Note: For most local governments, thefiscal year isthe calendar year. The school district fiscal year isJuly 1 through June
30.

Contributions to the dae's five retirement sysems conditute a large expense for Ohio's politica
subdivisons.  Any increase in expenditures for those systems could indirectly put pressure on the
sysdem to increase the rates of employer contributions.  Although the probability of actualy
increasing rates as a result of this bill is smdl, it is neverthdess a factor in determining whether the
bill has a potentid loca impact.

Detailed Fiscal Analysis
Fiscal Effect of 3% COLA Increase
Sate Retirement Systems

Currently, the cog-of-living adjusment (COLA) in the da€s five retirement sysems is
cdculated annudly using a formula based on the Consumer Price Index for Urban Wage Earners and
Clericd Workers (CPI-W). The COLA is identica to the increase in the CPI-W, with a maximum
increase of 3%. In years where the CPI-W increases more than 3%, the difference between the CPI-W
increase and 3% is placed in a “bank” for the benefit of the retiree. In subsequent years where the CPI-
W increases below 3%, the system takes the credit from the retiree’'s bank and applies it to the current
COLA until the bank is exhausted or the COLA reaches 3%. In years where the CPI-W decreases, no
COLA isgiven.

The following is an illusraion how the current formula works. Mike is recaving a retirement
benefit from the Public Employees Retirement System (PERS). In year 2002, the CHI-W is 2.7%. Mike
would receive a COLA of 2.7%. In year 2003, the CPI-W is 3.2%. Mike would only receive a COLA
of 3.0% because the adjustment is capped at 3.0%. However, a “bank” is created for Mike and 0.2% is
placed in the bank to his credit. In year 2004, the CPI-W is 2.6%. Mike would receive the 2.6% plus
the 0.2% increase in his bank, thus creating a total COLA of 2.8%. Under the system conceived by this
bill, Mike would receive a3% COLA each year.

According to an actuarid analyss (dated May 31, 2001) conducted by Milliman USA for this
bill, the current COLA formula may be expected to pay less than 3% annualy even when price inflation

29




averages as much as 4%. Therefore, the andlysis continues, a change that provides a guaranteed 3%
increase annualy will increase actua codts to the date's retirement sysems. However, if this prediction
were incorrect and the current COLA formula were to pay 3% every year in the future this bill would
have no cost. Under no scenario would this bill decrease cods to the retirement systems.  Currently, the
actuarid assumption is that a 3% COLA will be pad each year. Therefore, this bill would not result in a
change to actuarid anayses of the systems.

Political Subdivisions and Sate Funds

The effect on political subdivisons and dae funds would be indirect. Costs associated with
contributions to the date retirement sysems conditute a large expense for politicd subdivisons and
date agencies. Any increase in costs to the date retirement systems may result in pressure on the
systems to increase employer contributions.  This, however, is unlikey in this ingdance due to the fact
that actuarid analyses of the systems currently assume that an annua 3% COLA increase will be paid.
In other words, the retirement systems dready assume they must bring in necessary revenue to cover a
3% COLA increase each year.

Ohio Police and Fire Penson Fund

This hill requires the Ohio Police and Fire Penson Fund (OP&F) to pay monthly survivor
benefits to the surviving spouses of members of the locd police and fire pension systems whose benefits
were terminated due to remarriage prior to the formation of the OP&F in 1965. According to sponsor
testimony, there are nineteen known persons who would be affected by this bill.  The bill would require
OP&F to provide survivor benefits to these persons in the amount of approximately $7,000 per year. |If
there are nineteen persons who would become digible for this benefit due to this bill, expenditures of
the OP&F would increase by approximately $133,000 per year. According to an actuarid andyss
conducted by Watson Wyait for OP&F, the liability would be consdered minima and would lead to a
very smdl increase in the amortization period of the fund.

This bill dso provides a monthly desth benefit to surviving spouses who became widowed prior
to the creation of the Ohio Police and Fire Penson Fund and the Death Benefit Fund. To be digible, the
firefighter or police officer must have been killed in the line of duty. The surviving spouse would
receive one-hdf of the member's monthly sdary prior to the member's death plus any sday increase
the deceased member would have received before retirement. It is unknown how many persons would
become digible for this benefit. However, it is expected to be minimd. This bill dso provides for a
minimd increese of $13.50 per month in the monthly pension received by digible surviving children of
members.

LSC fiscal staff: Sean S. Fouts, Budget Analyst
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Fiscal Note & Local Impact Statement
124 t General Assembly of Ohio
Revised

Ohio Legislative Service Commission
77 South High Street, 9" Floor, Columbus, OH 43266-0342 <~ Phone: (614) 466-3615

<> Internet Web Ste: http://www.|sc.state.oh.us/

BILL: Sub. H.B. 208 DATE: June 5, 2001
STATUS:  AsEnacted — Effective January 25, 2002 SPONSOR: Rep.Raga

LOCAL IMPACT STATEMENT REQUIRED: Yes-  (Corrected toreflect local impact of the As
Introduced version of the bill)

CONTENTS: Gives courts authority to permit direct payment of spousal support in casesinvolving
no minor children, instead of requiring payment through the Department of Job and
Family Services

State Fiscal Highlights

STATE FUND FY 2002 FY 2003 FUTURE YEARS
General Revenue Fund
Revenues -0- -0- -0-
Expenditures Potential decrease Potential decrease Potentia decrease
Other State Funds
Revenues -0- -0- -0-
Expenditures Potential decrease Potential decrease Potential decrease

Note: The state fiscd year is duly 1 through June 30. For example, FY 2002 is July 1, 2001 — June 30,
2002.

If spousd support payments were made directly to the obligee, then the orders would not be
processed through Ohio Child Support Payment Centrd. The contract between the Department of
Job and Family Services (JFS) and Bank One for processng support payments is based on the
number of transactions. Under the bill, there would be fewer transactions and therefore a decrease in
expenditures.  Since codts for adminigtration of support payments are paid from more than the GRF,
other state funds would also be affected.
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Local Fiscal Highlights

LOCAL GOVERNMENT FY 2002 FY 2003 FUTURE YEARS
Counties
Revenues Potential loss of Potential loss of Potential loss of
approximately $0 to $1.68 approximately $0 to $1.68 approximately $0 to $1.68
million million million
Expenditures Potentid incresse or Potentia increase or Potentia increase or
decrease decrease decrease

Note: For most local governments, the fiscal year isthe calendar year. The school district fiscal year is July 1 through
June 30.

If spousal support payments were made directly to the obligee, then the counties would not be able
to collect the 2% adminidrative fee on those support orders and would therefore experience a loss of
revenue. For the months of March and April, the tota Satewide adminidrative fee collections for
spousd support only cases were around $140,000 for each month. (This amount fluctuates each
month depending on the totd amount of collections for spousad support only payments) Some of
the loss may be regained if an obligor defaults on the direct payments and is then required to make
future payments through JFS. The potentid loss for 2002, 2003, and subsequent years would be
aoproximately $0 to $1.68 million annudly. The adminidrative fee is disbursed to the county with
jurisdiction over the support order. Therefore, any loss of such revenue will vary from county to
county depending on the number and the amount of spousd support orders each county has
jurisdiction over for which courts permit direct payments to obligees.

Child support enforcement agencies could experience a decrease in expenditures since they would
not be respongble for monitoring compliance of spousa support payments made directly to the
obligee or for investigating an obligor who isin defaullt.

The hbill authorizes, but does not require, CSEAsS to take additional action to collect arearage
amounts for orders issued before March 22, 2001, unless the obligee and obligor agree in writing
that the additiond actions be limited to interception of any federa or state income tax refund owed
by the obligor. It is, therefore, possble that CSEAs could incur additiona costs associated with
taking the additiond actions authorized by the hill.

The hill provides the 20 percent arrearage amount be rebuttably presumed rather than dlow for a
showing of "good cause” The hill could dightly increase the length of a hearing 0 as to dlow an
obligor to present evidence to refute the 20 percent presumption. The fiscd impact of lengthening
hearings would likely be minimdl.
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Detailed Fiscal Analysis
Direct Payment of Spousal Support

The bill authorizes a court that issues or modifies a spousal support order or grants or modifies a
decree of dissolution of marriage incorporating a separation areement that provides for spousa support,
to permit the direct payment of spousd support to the obligee, insead of payment through the
Department of Job and Family Services (JFS), if the obligor have no minor children born as a result of a
marriage and the obligee has not assgned the support amounts to the JFS under certain law related to
public assistance.

If spousa support payments were made directly to the obligee, then the orders would not be
processed through Ohio Child Support Payment Centrd. The contract between JFS and Bank One for
processing support payments is based on the number of transactions. Under the hill, there would be
fewer transactions and therefore a decrease in expenditures. Since codts for administration of support
payments are paid from more than the GRF, other state funds would dso be affected. In addition,
counties would not be able to collect the 2% adminidrative fee on those support orders and would
therefore experience a loss of revenue. For the months of March and April, the total statewide
adminigrative fee collections for spousd support only cases were around $140,000 for each month.
This amount fluctuates each month depending on the totd amount of collections for spousad support
only payments. The potentid loss for 2002, 2003, and subsequent years would be approximately $0 to
$1.68 million annudly. The adminidrative fee is disoursed to the county with jurisdiction over the
support order. Therefore, any loss of such revenue will vary from county to county depending on the
number and the amount of spousd support orders each county has jurisdiction over for which courts
permit direct paymentsto obligees. The loss of revenueis potentid for the following reasons.

@ If the court has reason to believe that it is in the best interest of the parties to order
payment through JFS, the court may order payment through JFS in cases that involve
goousal support only. The counties would not lose the 2% adminidrative fee for
those cases.

2 Some of the loss may be regained if an obligor defaults on the direct payments and is
then required to make future payments through JFS. (See Defaults on Direct
Payments of Spousal Support below.)

Record of Payment

The bill dso requires that support payments made directly to the obligee be made as a check,
money order, or in any other form that establishes a clear record of payment.



Default on Direct Payment of Spousal Support

If the court permits an obligor to make spousal support payments directly to the obligee and the
obligor is in default in making the support payments, the court, upon mation of the obligee or on its own
motion, may rescind the permisson granted for direct payment. After rescisson, the court is to
determine the amount of arrearages and order the obligor to make to the Office of Child Support in JFS
any spousd support that are in arrears and any future spousd support payments. If the court orders
arears and future spousd support payments through JFS, then current law relative to collection,
withholding, or deduction of the obligor’s spousa support payments applies.

Under current law, the child support enforcement agency (CSEA) is the entity that identifies the
default, takes action to investigate, and if necessary, imposes withholding or deduction requirements on
the obligor. Under the hill, the court or the obilgee may make a motion for the court to act if the obligor
is in default. The provison of the hill that authorizes the court to rescind its grant of direct payment
may cause an increase in the amount of court time and cost Spent on such matters.

Additiondly, CSEAs would not incur the adminigrative coss of monitoring compliance with a
support order and the cods of investigating an obligor who is in default unless, an obligor defaults, the
court orders that payment be made through JFS, and the obligor continues to be in default.

Child Support Arrearage Payments

Under current law, there are severa actions that CSEAs may take to collect an arrearage amount
owed under a child support order. The actions are limited to orders issued on or after March 22, 2001
(the effective date of Am. Sub. SB. 180 of the 123" Generd Assembly). The bill removes the limitation
on actions to orders issued on or after March 22, 2001. However, if the obligee and obligor agree in
writing that the additiona actions be limited to interception of any federd or date income tax refund
owed by the obligor, then the CSEA is limited to that additiond method of collection. This provison
authorizes, but does not require, CSEAS to take additional action to collect arrearage amounts for orders
issued before March 22, 2001. It is, therefore, possble that CSEAs could incur additional costs
asociated with taking the additional actions authorized by the bill.

Current law requires that a withholding or deduction notice for the payment of child support or
an order to collect current support and any arearage owed, include an amount, for payment on the
arearage equa to 20 percent of the amount ordered for current support. However, the arrearage
payment could be reduced to less than 20 percent if the obligor could show good cause that a lesser
amount be collected. The bill provides the 20 percent arrearage amount be rebuttably presumed (which
is a presumption that may be rebuted by evidence) rather than dlow for a showing of "good cause
(which was linked to the maximum amount permitted to be withheld form the obligor under the
Consumer Credit Protection Act). In addition, the hill adds a provison dlowing a court or
adminigrative hearing officer to condder evidence of household expenditures, income varigbles,
extraordinary hedlth care issues and other reasons for a deviation from the 20% presumption. Currently,
once a support amount is determined, an obligor can request a hearing if the obligor wishes to refute
whether the individua is the correct person to pay support and/or arrearage, the tota amount of an
arearage, and the payment schedule recommended by the CSEA. The hill could dightly increese the



length of a hearing 0 as to dlow an obligor to present evidence to refute the 20 percent presumption.
The fiscd impact of lengthening hearings would likdy be minimd.

LSC fiscal staff: Maria E. Seaman, Budget Analyst
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Fiscal Note & Local Impact Statement

124 t General Assembly of Ohio

Ohio Legislative Service Commission

77 South High Street, 9" Floor, Columbus, OH 43266-0342 <- Phone: (614) 466-3615

< Internet Web Ste: http://www.|sc.state.oh.us/

BILL: Sub. H.B. 231 DATE:
STATUS:  AsEnacted — Effective July 17, 2001 SPONSOR:

LOCAL IMPACT STATEMENT REQUIRED: Yes

June 28, 2001

Rep. Faber

CONTENTS: Requires a State I solated Wetland Permit, per mit fees and mitigation of isolated

wetlands
State Fiscal Highlights
STATE FUND FY 2002 FY 2003 FUTURE YEARS
Fund 4K 4, Surface Water
Revenues Loss of gpproximately Loss of gpproximately Loss of approximately $3,800
$3,800 $3,800
Expenditures -0- -0- -0-
Dredge & Fill Fund (new)
Revenues $20,000 to $30,000 gain $20,000 to $30,000 gain $20,000 to $30,000 gain
Expenditures* $1,800 to $2,000 $1,800to $2,000 increase | $1,800 to $2,000 increase per
increase per goplicant per gpplicant goplicant
GRF (Surface Water)
Revenues -0- -0- -0-
Expenditures* $7,200 to $8,000 $7,200 to $8,000 increase $7,200 to $8,000 increase per
increase per applicant per gpplicant applicant
GRF and other gtate funds
Revenues -0- -0- -0-
Expenditures -0- Potentid increase Potentia increase

Note: The state fiscal year is July 1 through June 30. For example, FY 2002 is July 1, 2001 — June 30, 2002.
* These expenditure estimates were revised on January 16, 2002 to correct mathematical errors made in previous versions of
the Fiscal Note and Local Impact Statement. The bullet points below accurately reflect LSC fiscal analyses and have not

been changed.

Currently, Ohio EPA 401 Water Qudity Certification fees are deposted in Fund 4K4, Surface
Water, and generate approximately $3,800 per year for the fund. However, under this hill these fees
will no longer be collected and deposited into this fund. Therefore there will be an approximate

$3,800 loss to Fund 4K 4, Surface Water.




Under this hill, the Dredge & Fill Fund is created and will gan the revenue generated from
application fees ($200 per gpplication) and review fees ($500 per acre for isolated wetlands, not to
exceed $5,000 per gpplication) for State Isolated Wetland Permit. The OEPA egtimates the fees will
generate between $20,000 and $30,000 in revenues.

The expenditures associated with this bill, including publication, public hearings, and the Levd 1, 2,
and 3 Reviews will be digtributed as follows. 20% of the total cods to the Dredge and Fill Fund and
80% of the total costs to the Generd Revenue Fund (Surface Water). The OEPA estimated three
years ago that the average cost for publications and holding public hearings is between $4,000 and
$5,000 per application. This average was found by combining the cost of those gpplications that
required only publications and those gpplications with public hearings. The cogt will be digtributed
as follows: at least $800 to $1,000 to the Dredge and Fill Fund and at least $3,200 to $4,000 to the
Genera Revenue Fund (Surface Water). The OEPA edtimates that a Level 3 Review will cost about
$5,000 to adminiser'® Level 1 and 2 Reviews are estimated to cost less. The cost of the reviews for
each agpplicant will be digtributed as follows. increase up to $1,000 to the Dredge and Fill Fund and
increase up to $4,000 to the Genera Revenue Fund (Surface Water).

This bill places a five-year limit on the Generd State Isolated Wetland Permit and a two-yeer limit
on work performed. If work is not completed within two years, the person must submit a new pre-
activity notice. The OEPA cannot estimate the number of persons that will need to submit a new pre-
activity notice and therefore the LSC fiscd staff cannot estimate the possible revenue generated.

This bill requires the director of the OEPA to submit an annud report to members of the Generd
Asembly on the totd acreage of isolated wetlands that were subject to filling during the
immediately preceding year as well as the tota acres of isolated wetlands that were restored, created,
enhanced, or preserved through mitigation that same year as a result of date isolated wetland
pemits The OEPA edimates that this report will not require additiond substantia cods to
adminiger.

This bill requires the Director of Budget and Management to prepare a full zero-based budget for the
biennium ending June 30, 2005, for the Environmenta Protection Agency and one date agency that
the Director shdl sdect. The implementation of a zero-based budget would likely require the Office
of Budget and Management, the EPA, and the sdected state agency to prepare information in fiscd
year 2003 for FY 2004 - FY 2005 budget process. This may result in an increase in expenditures and
could result in indirect future savings depending on future implementation.

10 This estimate is based on athree year old estimate where the OEPA estimated the cost of afull review to be between
$3,200 and $3,400.
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Local Fiscal Highlights

LOCAL GOVERNMENT FY 2001 FY 2002 FUTURE YEARS
Any municipal corporation or political subdivison
Revenues -0- -0- -0-
Expenditures Payment to mitigation Payment to mitigation bank: Payment to mitigation bank:
bank: $13,000 to $13,000 to $20,000 per acre; i $13,000 to $20,000 per acre;
$20,000 per acre; cost of i cost of on-Ste mitigation cost of on-gte mitigation
on-Stemitigation between $35,000 and between $35,000 and
between $35,000 and $100,000 per acre $100,000 per acre
$100,000 per acre

Note: For most local governments, the fiscal year isthe calendar year. The school district fiscal year is July 1 through
June 30.

A “person” that seeks to fill an isolated wetland is required to pay an gpplication fee and review fees
for a State Isolated Wetland Permit to Ohio EPA. The definition of “ person” includes any municipal
corporation or political subdivision. However, locd governments are specificaly exempted from
these fees under the bill.

Mitigation banks work on a system of credits; one credit equas one acre of restored wetlands. The
price of a credit is determined by market forces, and typicaly runs between $13,000 to $20,000 per
credit.

Costs associated with on-dte mitigation, conducted by the person or entity proposing to impact a
wetland, can be dggnificantly higher. Cost per mitigated acre may run between $35,000 and
$100,000, on average. On-sSte mitigetion is preferred.

Detailed Fiscal Analysis
Background

Prior to the 2001 decison of the United States Supreme Court, Solid Waste Agency of Northern Cook
County v. United States Army Corps of Engineers, persons wishing to discharge dredged or fill materid
into a wetland had to obtain a Section 404 permit (Isolated Wetland Permit) from the U.S. Army Corps
of Engineers and a Section 401 Water Qudity Certification from Ohio EPA™ in accordance with the
Clean Water Act. Section 401 Water Quality Certifications were granted upon demondration that any
discharge complied with dl applicable effluent limitations and water qudity standards, receipt of a
Section 401 Water Qudity Certification is a precondition to the issuance of a Section 404 permit from
the Army Corps of Engineers.

11 Under certain project circumstances, Ohio EPA could pre-grant Section 401 permits to 404 permits when wetland
degradation was considered minimal. In these cases, applicants received only a Nationwide Permit. No fees were assessed for
projects authorized under Nationwide Permits.




Fees associated with a Section 401 Water Quality Certification are credited to Fund 4K4, Surface Water
Protection, and are outlined bel ow:

Table 1
401 Water Quality Certification Permit Fees
Cubic Yards of Dredged or Fill Materid Fee
LSS than 500 ........cmeeessessssssssssssseessssssssssssssssaas $15
501 t0 5,000....0000mmrmererreeeeseesssssssneeessssesssssssssseneeesee $25
5,001 t0 15,000........crvvvvvveeeeeessssssneeesseseessssssnssseneeeeee $50
15,001 t0 30,000 ......cerrrerrereeeeererssesseeeeeesssseesssssseee $75
30,001 t0 50,000 ......ovvvvvveeeerereeeeeeeeeeeeeessssssseseeeeeee $100
More than 50,000 .........cceeeereeeeeereeeeeeeseeeeese e seseees $200

Since the Supreme Court decison, the authority of the Army Corps of Engineers and Ohio EPA to
regulate certain isolated wetlands under the Clean Water Act is no longer clear. This hill establishes
requirements for the issuance of a State Isolated Wetland Permits to persons proposing to impact waters
of the sate.

Fiscal Components of House Bill 231
Ohio EPA fees

Ohio EPA edtimates it recelves about 200 applications for 401 Water Quality Certification permits per
year. Under the current fees, the mgjority of these permits fal between the $15 and $25 range outlined
above. In 2000, the agency estimates these fees generated approximately $3,800. However, the overal
cost of administering Ohio EPA’s wetland program reportedly costs the agency over $1 million per year.

Currently, Ohio EPA 401 Water Quality Certification fees are deposted in Fund 4K4, Surface Water,
and generate approximatey $3,800 per year for the fund. However, under this bill these fees will no
longer be collected and deposited into this fund. Therefore there will be an approximate $3,800 loss.

Under this bill, the Dredge and Fill Fund is created and credited with the revenue generated from
gpplication fees and review fees for State Isolated Wetland Permits. This hill requires an application fee
and review feesfor a State | solated Wetland Permit.

Table?2
State | solated Wetland Per mit

Application Fee: $200 per application
Review Fees:
Isolated Wetlands..................... $500 per acre

Total Review fee not to exceed $5,000 per application.
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If an gpplication is denied, the Director of OEPA will refund one-hdf of the amount of pad review fees
and dhal explain the reason for the denid of the application. If an gpplication is not obtained prior to
conducting activities requiring a State Isolated Wetland Permit, the person shdl pay twice the amount of
the application and review fees, not to exceed $10,000. All application fees and review fees collected are
credited to the Dredge and Fill Fund. The Ohio EPA predicts they will generate $20,000 to $30,000 in
revenue from the payment of application and review fees.

Thishill requires the publication of the receipt of acomplete application for an individua State Isolated
Wetland Permit in a newspaper of generd circulaion in the county in which the proposed filling of the
waters of the state will take place. The OEPA estimated three years ago that the average cost for
publications and holding public hearingsis between $4,000 and $5,000 per application. This average
was found by combining the cogt of those applications that required only publications and those
gpplications with public hearings. The cost will be distributed between the Dredge and Fill Fund (20%)
and the General Revenue Fund (Surface Water) (80%).

This hill places a five-year limit on the Generd State Isolated Wetland Permit and a two-year limit on
work performed. If work is not completed within two years, the person must submit a new pre-activity
notice. The OEPA cannot estimate the number of persons that will need to submit a new pre-activity
notice and therefore the LSC fiscd staff cannot estimate the possible revenue generated.

Classfication of Wetlands

In this bill, isolated wetlands are classfied as category 1 isolated wetlands, category 2 isolated
wetlands, and category 3 isolated wetlands. This hill adopts the classfication of isolated wetlands set
forth in rule 3745-1-54 of the Adminidrative Code. The following is a brief overview of each isolated
wetland category:

Caegory 1 isolated wetlands support minima  wildlife hebitat, and minimad hydrologicd and
recregtiona functions, do not provide criticd habitat for threatened or endangered species or contain
rare, threatened or endangered species.

Category 2 isolated wetlands. support moderate wildlife habitat, or hydrologicd or recreationd
functions dominated by native species but generdly without the presence of, or habitat for, rare,
threatened or endangered species, wetlands that are degraded but have a reasonable potentia for
reestablishing lost wetland functions,

Category 3 isolated wetlands. support superior habitat, or hydrologica or recreational functions, contan
or provide habitat for threstened or endangered species, high quality forested wetlands, including old
growth forested wetlands, and mature forested riparian wetlands, vernd pools, and wetlands which are
scarce regionally and/or statewide indluding but not limited to bogs and fens™

This bill requires the director of the OEPA to submit an annud report to members of the Generd
Assembly on the totd acresge of isolated wetlands that were subject to filling during the immediatdly
preceding year as well as the total acres of isolated wetlands that were restored, created, enhanced, or

12 Summarized from the rule 3745-1-54 of the Ohio Administrative Code.



preserved through mitigetion that same year as a result of date isolated wetland permits. The OEPA
estimates that this report will not require additional substantid costs to administer.

Review Leves Required for a Generd State | solated Wetland Permit

This bill requires a review, according to the category and size of the isolated wetland, prior to obtaining
a State | solated Wetland Permit.

Levd 1 Review is necessary for category 1 isolated wetlands, or category 2 isolated wetlands of one-
haf acre or less. This review requires the submisson of a pre-activity notice including an gpplication, an
acceptable isolated wetland ddineation, an isolated wetland categorization, a description of the project, a
description of the acreage of the isolated wetland that will be subject to filling, Ste photographs, and a
mitigation proposa for the impact to the isolated wetland. Isolated wetlands requiring a Level 1Review
is authorized by a Generd State Isolated Wetland Permit unless the director of the EPA natifies the
goplicant within 30 days after receipt of the pre-activity notice of filling of the isolated wetland will
result in asgnificant negetive impact on state water quality.

Level 2 Review is necessary for category 1 isolated wetland greater than one-haf acre of the proposed
filling of a category 2 isolated wetland of greater than one-hdf acre, but less than or equd to three acres.
This review requires the submisson of al information required to be submitted with a pre-activity
notice; the U.S. Army Corps of Engineers public notice of a receipt of a Section 404 Application;
identification of the source of the fill maerid to be used for filling; suomisson of an andyss of
practicable on-dte dternatives to the proposed filling that would have a less adverse impact on the
isolated wetland ecosystem; submission of information indicating whether high quaity waters are to be
avoided. Isolated wetlands requiring a Level 2 Review is authorized by an individud State Isolated
Wetland Permit not later than 90 days after the receipt of an gpplication for the permit.

Level 3 Review is necessary for category 2 isolated wetland of greater than three acres or a category 3
isolated wetland. Thisreview requires the submisson of dl information required to be submitted with a
pre-activity notice; the U.S. Army Corps of Engineers public notice of areceipt of a Section 404
Application; afull antidegredation review; submission of information indicating whether high quality
waters are to be avoided. Isolated wetlands requiring a Level 3 Review is authorized by an individua
State Isolated Wetland Permit not later than 180 days after the receipt of an gpplication for the permit.

Table3
Required Review Levels

Wetland Category
Level 1 Review: category 1 or category 2 (0.5 acres or less)
Level 2 Review: category 1 (>0.5 acres); 2 (>0.5 up to 3 acres)

Level 3Review: category 2 (>3 acres); any category 3

The Oth EPA aihlaw Umoec yu:lo G‘JU, UL TUTIC VUL OSSUUIAlTU vviaT WIllllllaaing a. La/d 3 RG/lGN
would be between $3,200 and $3,400 per review. However, due to an increase in sdary levels, dc. over
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the last three years, a Level 3 Review may be close to $5,000 per review to administer. The OEPA dso
edimates that Level 1 and 2 Reviews will cost less. The cost of the reviews for each applicant will be
digributed in increments of 20% to the Dredge and Fill Fund and 80% to the General Revenue Fund
(Surface Water). The Dredge and Fill Fund will decrease by up to $1,000 per review and the Generd
Revenue Fund (Surface Water) will decrease by up to $4,000 per review. At this time, LSC fiscal deff is
unable to edtimate the potential number of each leve review and thus unable to present a totd cost per
year.

Mitigation Requirements

This bill requires mitigation according to the category and required review leve of the isolated wetland.

Mitigation for the proposed filling of an isolated wetland subject to a Level 1 Review shdl be conducted
by the applicant and without the objection of the director and at the discretion of the applicant, the
goplicant shdl conduct ether on Ste mitigation, a a isolated wetland mitigation bank within the same
digrict as the location, or off-gte mitigaion. The filling of the isolated wetland must be complete
within two years after the end of the 30-day period following the receipt of the pre-activity notice by the
director. If the filling is not complete, the person shal submit anew pre-activity notice.

Mitigation for the proposed filling of a category 2 isolated wetland subject to Level 2 Review shdl be
conducted by the applicant and without the objection of the director and a the discretion of the
goplicant. Mitigation shdl occur in the following preferred order: practicable on-gte mitigetion;
reasonably identifiable, avalable, and practicable off-gte mitigation within the same waershed; within
the same mitigation bank service areg; in a watershed that is adjacent to the watershed in which the
isolated wetland is located.

Mitigation for the proposed filling of a category 2 or 3 isolated wetland subject to a Level 3 Review
ghdl occur in the folloming preferred order: practicable on-Ste mitigation; ressonably  identificble,
avalable, and precticable off-gte mitigation within the same watershed; within the same mitigation bank
service areg; in awatershed that is adjacent to the watershed in which the isolated wetland is located.

Mitigation for impacts to isolated wetlands shdl be conducted &t the following ratios.
Category 1 and 2 isolated wetlands (other than forested category 2 isolated wetlands): ratio rate
of 2 x the Sze of the area of isolated wetland that is being impacted.
Forested Category 2 isolated wetlands. ratio rate of 2.5 x the sze of the area of isolated wetland
that is being impacted.
All other mitigation shall be subject to mitigation ratios established in rule 3745-1-54 of the
Adminigrative Code.

In addition, this bill gives authority to the director of the EPA to impose any practicable terms and
conditions on an individual State Isolated Wetland Permit to ensure adequate protection of dtate water
quality and to ensure compliance with state or federd environmenta laws administered by the EPA.

&



Mitigation Banking

Mitigation banking began in Ohio in 1992 as an agreement between the U.S. Army Corps of Engineers,
U.S. Fish and Wildlife Service, the Natural Resource Conservation Service, U.S. EPA, Ohio EPA, and
the Ohio Department of Natura Resources. These six agencies form amitigation bank review team
(MBRT), with fina approva for the creation of amitigation bank residing with the U.S. Army Corps of
Engineers. Mitigation banks are normally privately owned and operated, and operate under afive-year
monitoring plan with the Army Corps. The five-year monitoring plan establishes standards, which the
bank owner is solely respongible for meeting. These standards are set to guarantee that the mitigation of
isolated wetlands have achieved ajurisdictiond, functiond, and self-sustaining satus. After five years,
and upon meeting these standards, a permanent conservation easement on the property isassgned to a
non-profit entity, such as the Department of Natural Resources (DNR)™* ametro park, or a university,
that will ensure that the isolated wetlands remain in perpetuity.

Mitigation banks work on a system of credits; one credit equals one acre of restored isolated wetlands.
Because banks are privately owned, credit prices are determined by market forces. Currently, one credit
costs between $13,000 and $20,000.

Table 4 contains a status of congtructed mitigation banks, as well as projects that are currently being

reviewed under the MBRT process in Ohio:

Table4
Constructed and Proposed Mitigation Bank Sites
Site Banker County Acreage Status Long-term
M anager

Hebron State | Ohio Wetlands | Licking 33 acres Built. 5 years of DNR,
Fsh Foundation monitoring Divison of
Hatchery** concluded. Wildife
Big Idand Ohio Wetlands | Marion 380 acres | Built. 5yearsof DNR,
Wildlife Foundation monitoring Divisgon of
Area** concluded. Wildife
Sandy Ridge Ohio Wetlands | Lorain 115 acres | Built. Inyear 4 of Lorain Metro
Metro Park** | Foundation monitoring. Parks
SateRun Ohio Wetlands | Fairfidd 130 acres | Built. Inyear 2 of Columbus
Metro Park Foundation monitoring. Metro Parks
Little Scioto Wetlands Marion 130 acres | Built. Inyear 1 of DNR,
Bank Resource monitoring. Divison of

Center Wildife
Panzer Panzer Summit 95 acres Built (in phases). Revere Land
Brothers Bank | Brothers Inyear 2 of Trust

monitoring.

13 When turning a mitigation bank over to DNR, the agency normally charges $1,000 per acre to cover the costs associated
with long-term maintenance of the site.




Site Banker County Acreage Status Long-term
M anager
Grand River Wetlands Adhtabula | 100 acres | Built. In year 2 of Mt. Pleasant
Sites Preservation, (at 2 9tes) | monitoring. Rod and Gun
Inc. Club
ThreeEagles | Ohio Wetlands | Sandusky | 150 acres | Built. Inyear 2 of DNR,
Bank Foundation monitoring. Divigon of
Wildife
Trumbdl OhioWetlands | Adhtabula | 200 acres | MBRT agreement | DNR,
Creek Foundation not yet sgned Divigon of
Wildife
Little Scioto Wetlands Marion 170 acres | MBRT agreement | DNR,
Bank (Phase Resource not yet sgned Divisgon of
1) Center Wildife
Regiond Erie, Unknown | MBRT agreement | Four-county
Council of Sandusky, not yet sgned metro parks
Park Didtricts Medina, system
Lorain
Crysta Wetlands Carroll Unknown | Planning stages Mt. Pleasant
Springs Preservation, Rod and Gun
Inc. Club
Ledie Family Unknown | 50 acres Panning Sages Mt. Pleasant
Trust Rod and Gun
Clud
Wulsn Bank Pike Unknown | Planning stages Unknown

** Known that credits are no longer available for sde

On-ste Mitigation

As provided by the Ohio Department of Trangportation (ODOT), costs associated with on-gte mitigation
run between $35,000 and $100,000 per acre. In one incidence, ODOT paid close to $220,000 per acre.

According to information provided by the Mile High Wetlands Group, a mitigation banking company in
Colorado, planning and implementing a mitigetion project may require the expertise of a certified
wetland scientist, or other professona discipline, to add expertise through the mitigation process. That
process can include 1) a dte sdection/feashility andyss, 2) devdopment of a conceptua design for
regulatory review/approva, 3) negotiations with the regulatory agency regarding details of the plan, 4)
preparation of congdruction design drawings/specifications, 5) contractor sdection, 6) congruction
implementation and oversght, 7) as-built reports, 8) annud monitoring reports issued to the regulatory
agency, 9) post- congtruction maintenance and corrective measures, and 10) afina delinestion report.

Zero-Based Budget

This bill requires the Director of Budget and Management to prepare a full zero-based budget for the
biennium ending June 30, 2005, for the Environmenta Protection Agency, and one dae agency,



sdected by the Director, that has fewer full-time equivdent personnd than the EPA. The
implementation of a zero-based budget would likely require the Office of Budget and Managemernt, the
EPA, and the sdected dtate agency to prepare information in fisca year 2003 for FY 2004-FY 2005
budget process. This may result in an increase in expenditures, depending on how it is accomplished. At
this time, LSC fiscd daff canot estimate the cost to implement a zero-based budget. Implementation of
a zero-based budget may result in indirect future cost savings.

LSC fiscal staff: Kerry Sullivan, Budget Analyst
Jeremie Newman, Budget Analyst
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Fiscal Note & Local Impact Statement
124 t General Assembly of Ohio

Ohio Legislative Service Commission
77 South High Street, 9" Floor, Columbus, OH 43266-0342 <- Phone: (614) 466-3615

< Internet Web Ste: http://www.|sc.state.oh.us/

BILL: Sub. H.B. 244 DATE: October 10, 2001
STATUS:  AsEnacted — Effective February 19,2002 SPONSOR: Rep. Niehaus

LOCAL IMPACT STATEMENT REQUIRED: Yes

CONTENTS: M odifies penalties against employerswho fail to submit reports, payments and
information to the Ohio Police and Fire Penson Fund

State Fiscal Highlights

STATE FUND FY 2002 FY 2003 FUTURE YEARS
Ohio Police and Fire Penson Fund
Revenues Potentid increase or Potentid increase or Potentid increase or
decrease decrease decrease
Expenditures -0- -0- -0-

Note: The state fiscal year isJuly 1 through June 30. For example, FY 2002 is July 1, 2001 — June 30, 2002.
The bill modifies pendties against employers who fail to submit required reports, payments and
information to the Ohio Police and Fire Pension Fund. Dependent upon the number of days the

required information is late and the payroll of the employer, the pendties under the bill could be
more or |ess than the fines under current law.

The bill requires the Fund to reduce pendties or refund pendties that could tota up to $3,879,000.

Local Fiscal Highlights

LOCAL GOVERNMENT FY 2002 FY 2003 FUTURE YEARS
Palitical Subdivisons
Revenues -0- -0- -0-
Expenditures Potential increase or Potentia increase or Potentia increase or
decrease decrease decrease

Note: For most local governments, the fiscal year isthe calendar year. The school district fiscal year is July 1 through June
30.

The bill modifies pendties againgt employers who fal to submit required reports, payments and
information to the Ohio Police and Fire Pension Fund. Dependent upon the number of days the




required information is late and the payroll of the employer, the pendties under the bill could be
more or less than the fines under current law. Employers with smdler payrolls may be assessed
pendties a higher percentages than employers with larger payrolls.

The bill requires the Fund to reduce pendties or refund penalties owed by loca governments that
could total up to $3,879,000.

Detailed Fiscal Analysis

The bill modifies various pendties assessed againgt employers that fall to meet deadlines for
submitting certain contributions and reports to the Ohio Police and Fire Penson Fund (Fund) and creates
a new pendty for falure to meet a reporting deadline for service credit contributions. The hill dso
dlows the Fund to reduce exising pendties againg employers if the employer submits the reports as
specified by the bill and pays the reduced pendties by June 1, 2002. The hill aso provides for refunds
of pendtiesthat have been paid, under the same conditions for the reduction.

Changesin Penalties

The first two charts below show the two pendty schemes for late reporting as envisoned by the
bill. The third chart shows the pendties assessed under current law and the pendty for the same
violation under the bill.

Penalty Under ORC 742.352 (Asin the Bill)

Days L ate Penalty

1-10 $100

11-30 Greater of $1000 or 1% of payment

31-180 Gresater of $3000 or 2% of payment

181-210 Greater of $7500 or 5% of payment

211 days or more Greater of $7500 or 5% of payment plus $50 per day

Penalty Under ORC 742.353 (Asin the Bill)

DaysLate Penalty

1-10 $100

11-30 $1000

31-180 $3000

181-210 $7500

211 days $7500 plus $3.75 per day
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Comparison of PenaltiesUnder Current Law and Under the Bill

Reporting Requirement Penalty Under Current Law Penalty Under Bill

Employee Contributions® 5% of tota due Penalty under ORC 742.352
Employer Contributions 5% of total due Penalty under ORC 742.352
Form for Retiring Officer $100 per day Penalty under ORC 742.353
Physica Examination** $100 per day Pendty under ORC 742.353
Purchase of Service Credit $0 Pendty under ORC 742.352

*Current law alows the Fund to charge interest on the amount of the pendty if the penadty has not been paid
within three months of being added to the regular employer billing. The bill alows the Fund to charge interest if
the penalty has not been paid within sixty days of being added to the regular employer billing on the amount of
the penalty and thetotal amount due.

**Current law requires the physical examination report to be sent to the Fund within thirty days after the
employee becomes a member of the fund. The bill extends this deadline to sixty days.

Examples of Penalties

The fdlowing examples illustrate possble differences between the fines assessed under current
lawv and the fines envisioned by this bill. (The pendties in the bill can be superseded if rules are adopted
by the Fund edtablishing pendties not exceeding these pendties) It would be impossble to give an
exact dollar amount for the tota amount of pendties that will be collected under the hill. The hill
increases penaties dependent on the number of days the required information or contributions are late.
This should serve as an incentive for employers to submit the required information in a timely maiter.
However, the actud future behavior of employers cannot be predicted.

Employer Contribution Example: An employer with a four-month payroll of $600,000 fails to
submit the required quarterly employer contributions of $117,000 to the Fund. The employer
contribution is 85 days past due. Under current law, the pendty is 5% of the totd due. That totas
$5,850. Under the bill, the payment is consdered 25 days late (both the hill and current lav give
employers a 60-day grace period before penaties are assessed). The bill requires a penalty of $1000 or
1% of totd payment due, whichever is greater. The 1% pendty would totd $1,170 and it would be
asessed.  However, if in this example the required contributions were only nine days late, the pendty
would be $100 instead of the current $5,850. In most ingtances, the pendty under the bill would be less
than the pendty in current law, however, the highest pendty under the bill as amended would equa the
5% pendlty that is assessed currently, with an additiona $50 per day for each day over 210 days past
due.

Employee Contribution Example: A smdler employer with a one-month payroll of $75,000 fails
to submit the required employee contribution of $7,500 to the Fund. Under current law the employer is
given a 30-day grace period. (The hill changes this to the last day of the month after the last day of the
reporting period.) The current pendty would be 5% of the totd amount due, which is $375. Under the
bill, the pendty for a payment one to ten days late would be $100. If the payment were 11 to 30 days
late, the pendty would be the greater of $1000 or 1% of the tota due. In this case the fine would be
$1000, 13.3% of the amount due. The pendty would increase subsequently, up to a possible $7,500 plus
$50 per day, if the contribution is over 210 days past due.



Form for Retiring Member Example: Under current law, an employer who falls to return a form
sent by the board for a retiring member will be fined $100 per day, thirty days after receiving notice.
Under the hill, the fine would be $100 if one to ten days late; $1000, if 11 to 30 days late; up to a fine of
$7500 plus $3.75 per day if over 211 days late. To illustrate, current law would require a fine of $3000
for a form thirty days late. Under the hill, the fine would be $1000. Under both current law and the hill,
the Fund is required to make payment to the retired member equa to the amount of the pendty if the
member's pensgon does't commence by the ninety-first day after the Fund has sent a request for
information to the employer.

Physical Examination Report Example: Under current law, a fine of $100 per day is assessed for
each day the physical examination report is late. (The report is consdered late if it is not sent to the
Fund within thirty days after the employee becomes a member of the Fund or 28 days after receiving a
request for such a report from the board for a member who has applied for a dissbility benefit. The hill
extends this deadline to sxty days). The hill gpplies the same pendties for this violation as for the form
for aretiring member, which isillustrated above.

Purchase of Service Credit Report: Current law does not assess a pendty for an employer’s late
submisson of the contributions and/or report for the purchase of service credit. The bill assesses the
same pendties as are assesed for late submisson of employer and employee contributions, as illustrated
inthefirg chart.

Reduction and Refund of Penalties

The bill dso includes a reduction and refund of pendties. An employer that has incurred a fine
for faling to submit the physcan’s report shdl have its fine reduced by ninety percent if the employer
submits the report in the form required by the Ohio Police and Fire Penson Fund Board before the
effective date of this bill. If the employer has paid the full amount of the fine before the effective date of
this bill, the employer shdl receve a ninety percent refund. According to the Fund, there are
aoproximatdy $4 million in fines that will be subject to this reduction and refund. If dl employers were
to submit the required physcian’s reports before the effective date of this bill, the totad amount reduced
and refunded would be gpproximately $3.6 million.

An employer that has incurred a penalty between January 1, 2000 and the effective date of this
bill for late submisson of employer contributions or employee contributions and/or the corresponding
reports shdl have its pendty reduced by fifty percent under the bill if the report is submitted within six
months after the report was due. According to the Fund, there are $558,003 in pendties that will be
subject to this reduction. If al employers were to submit the reports within sx months after the report
was due, the total amount reduced and refunded would be $279,000.

LSC fiscal staff: Sean S. Fouts, Budget Analyst

HBO0244EN
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Fiscal Note & Local Impact Statement
124 t General Assembly of Ohio

Ohio Legislative Service Commission
77 South High Street, 9" Floor, Columbus, OH 43266-0342 <- Phone: (614) 466-3615

< Internet Web Ste: http://www.|sc.state.oh.us/

BILL:

STATUS:

Am. Sub. SB. 3 DATE: June 28, 2001

AsEnacted - Effective October 26, 2001 SPONSOR:  Sen. Hottinger

(Sections 1 and 2 effective January 1, 2002)

_OCAL IMPACT STATEMENT REQUIRED: Yes

-ONTENTS: Appliesthe Sex Offender Registration and Notification Law to per sons adjudicated
delinquent children for committing a sexually oriented offense while 14 year s of age or
older and clarifiesthat sex offender registration information held by the county sheriff isa
public record

State Fiscal Highlights

STATE FUND FY 2002 FY 2003 FUTURE YEARS
General Revenue Fund

Revenues Negligible gain Negligible gan Negligible gain

Expenditures Up to $370,000 increase Up to $300,000 increase Up to $300,000 increase
Victims of Crime/Repar ations Fund (Fund 402)

Revenues Negligible gain Negligiblegain Negligiblegain

Expenditures -0- -0- -0-

Note: The state fiscal year is July 1 through June 30. For example, FY 2002 is July 1, 2001 — June 30, 2002.

By applying the stat€'s sex offender regigration and notification law to certain juveniles, the sze of
the sex offender registry currently maintained by the Office of the Attorney Generd would increase
appreciably and add up to $200,000 to that system’s annua operating codts. If dart-up expenses
padld those incurred for the exiging regidration sysem for adult sex offenders, then the Office of
the Attorney Generd will need to cover up to $70,000 in one-time expenses to get the juvenile
component of the sex registry up-and-running.

The Department of Youth Services will take on a role in collecting and disseminating information on
juvenile sex offenders it reeases from custody. The annud cost of those tasks is likdy to be
minimal, which means less than $100,000 annudly.

There will be a& most a negligible annud gain in locdly collected state court cods that are generated
for the GRF and the Victims of Crime/Reparations Fund (Fund 402) because some juveniles or ther
parents or legd guardian will be found by a juvenile or adult crimind court to have faled to comply
with the juvenil€ s regigtration requirements.



Local Fiscal Highlights

LOCAL GOVERNMENT FY 2001* FY 2002 FUTURE YEARS
Counties
Revenues -0- Gan, minima a mogst Gan, minimd a most
Expenditures -0- Increase, mogt likely Increase, most likely
sgnificant in the more sgnificant in the more
populous counties populous counties
Municipalities
Revenues -0- Gan, minimd a most Gain, minimd a most
Expenditures -0- Increase, minima & most Increase, minimal a most

Note: For most local governments, the fiscal year isthe calendar year. The school district fiscal year isJuly 1 through June

30

*This analysis assumes that local governments will not begin to experience any noticeable fiscal effects resulting from the

bill until the start of FY 2002.

County sheriff departments will incur additiond personnd expenditures for adminigration of the sex
offender regidration and notification system a the locd leve. These increases will depend upon
county sSze and the number of juvenile sex offenders resding in each county. LSC fisca daff
beieve that some jurisdictions will, as a result, require additiona Staff or the devation of part-time
gaff to full-time status at an annual cost of $10,000-to-$20,000 or more.

The additional fisca burdens that many of the bill's provisons will place on county juvenile justice
systems, in paticular juvenile courts, will be grester in more populous jurisdictions where there are
likdy to be a larger number of juvenile sex offenders. While it is difficult to edimate what the
magnitude of those additiona fiscd burdens semming from these provisons will be for juvenile
courts around the sate, LSC fiscd daff believe that the annud costs of those new fiscd burdens
could be significant in many urban aress.

It is likely that additiond cases will be adjudicated in juvenile court and additional cases prosecuted
in cimind court because juveniles or their parents or legd guardian fal to comply with the
juvenil€s regidration requirements. These new cases will increese annud county and municipa
expenditures rdlated to invedtigating, prosecuting, adjudicating, defending (if indigent), and
sanctioning these juveniles and their parents or legd guardian. LSC fiscd daff believe, however,
tha on an anua bads the number of new adjudications or crimina prosecutions in a given
juridiction will be reatively smdl. Thus any such increases in county and municipd expenditures
related to these new adjudications and crimind prosecutions would likely be no more than minima.

Court cogt and fine revenue generated for counties and municipdities will be affected by the bill as a
result of the provisons that crimindize the falure of juvenile sex offenders and their parents or legd
guardian to comply with the juvenil€s regidration requirements. At this time, LSC fiscd daff
believe that a rdativdy smdl number of cases will actudly be adjudicated in juvenile court or
prosecuted in adult crimind court, and thus, a most, a minima amount of additiond court cost and
fine revenue will be collected by counties and municipdities annudly.
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Detailed Fiscal Analysis

Sex Offender Registration & Notification

In Ohio, three classes of offenders currently are required to register upon releese sexud
predators, habitua sex offenders, and sexudly oriented offenders. All are required to provide
fingerprints, photographs, crimina histories, and vehicle regigtration information.

Registration & Verification. Sex offenders must regiser with the county sheriff within seven
days of entering/establishing resdence in any county, and within seven days of an address change
These requirements aso apply to out-of-sate sex offenders establishing residence in Ohio. The pendties
for falure to regiger in Ohio are dependent upon the sexudly oriented offense the offender committed.
Offenders who are required to register as the result of committing a misdemeanor sex offense would be
charged with a firg-degree misdemeanor for falure to regiser. A fird-degree misdemeanant may be
sentenced up to sSx months in jal ad fined up to $1,000. Offenders who are required to register as the
result of committing a fdony sex offense would be charged with a fifth-degree fdony for falure to
regiger. A fifth-degree felon may be sentenced to a prison term of between six and twelve months and
may be fined up to $2,500.

Notification. Current law reative to adult sex offenders requires county sheriffs to provide
written notices containing Specified information, and within a specified period of time to victims,
neighbors, and certain members of the public. The people and entities that have to be notified depend
upon whether the individud in question is a sexudly oriented offender, a habitud sex offender, or a
sexua predator. Sexud predators and a sdect number of habitua sex offenders are subject to
community notification. Mogt habitud sex offenders and no sexudly oriented offenders are subject to
notification. The bill does not use the tem “sexudly oriented offende” in rdaionship to juvenile
offenders, ingead the term “juvenile sex offender registrant” is used to desgnate the lowest levd of
juvenile sex offenders required by the court to register as a sex offender.

Sex Offender Registration & Notification System Duties

According to information provided by the Office of the Attorney Generd, there are roughly
3,200 adult sex offenders regigered in Ohio. The operation of the Ohio sex offender registry is
dependent upon interagency cooperation among many date and locd governmentd agencies, including
the Depatment of Rehabilitation and Correction (DRC), the Bureau of Crimind Identification and
Investigation (BCII), and county sheriff departments. All of these agencies carry a fiscd burden for their
legdly mandated involvement in the registry program.

DRC. At the time of a sex offender’'s rdease from prison, DRC reviews the regisry
requirements, obtains background information on the offender, including the offender’s intended place
of resdence, and forwards this information to the county sheriff's depatment in the intended area of
resdence and to BCII. The hill would require the Department of Youth Services (DYS) to function
gmilarly to DRC. Because, however, DYS is andler than DRC, the annua fisca burden fdling on DYS
should be less.
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County Sheriffs. County sheriffs currently bear the major fiscal burden of the sex offender
registration and naotification sysem. Offenders are required to register with the county sheriff, whoisin
turn responsible, in the case of some offenders, for notifying certain individuas and entities. County
sheriffs are aso required to forward address verifications and related offender information to BCII.

Bureau of Criminal Identification and Investigation. Pursuant to current law, the Office of the
Attorney Generd has established and maintains the State Registry of Sex Offenders, which is housed a
BCII. This regigtry contains dl of the sex offender information forwarded from locd officids and DRC.
BCII dso forwards thisinformation to the FBI for incluson in its National Sex Offender Database.

Operation of the Bill and Fiscal Effects

Number of Juvenile Sex Offender Registrants. The bill establishes the term “juvenile sex offender
regisrant” to didinguish juvenile from adult sex offenders. From information provided by DYS, LSC
fiscd daff have ascertained that roughly one-third of the department’s gpproximately 2,000 juveniles in
custody, or around 660, have been adjudicated delinquent due to a sex offense. The department has
further estimated that, in any given year, the number of juveniles that would be registering as a result the
bill could easly approach 700 or more, many of whom are sanctioned localy and not sentenced into the
custody of DYS. Some number of those 700 or more youth will not be required to register, because,
unlike adult sex offenders who register for al feonies and certain misdemeanors, the bill requires that
the underlying offense committed by a juvenile must be afelony of the fourth degree or higher.

Two things need be noted about the age of the juveniles to whom the bill would gpply. Firg, the
bill requires that juveniles must be a leest 14 years old for the requirements of regidration and
notification to be applied to them. Second, juveniles who are 16 or 17 years of age who commit serious
sex offenses may dready be subject to the existing registration and notification law because they are
being bound-over and prosecuted in adult court. As a result of the hbill, as well as the dat€'s exising
bind-over law, the juveniles mogt likely to be subject to the bill will be 14 or 15 years of age. By setting
the minimum age for regidration a 14, a few juvenile offenders younger than 14 will likdy be
exempted from regidration and possble notification requirements. This is not likey to gSgnificantly
reduce the overdl number of juvenile sex offender registrants because of the rdativdy smal number of
juveniles younger than 14 who commit gpplicable offenses.

An additiond group of juveniles to whom the bill would gpply are those adjudicated delinquent
for a sex crime in another date and then move into Ohio. Within seven days of becoming a resdent of
Ohio, any juvenile who was required to obey a regidration law by the Sae in which they were
adjudicated delinquent must register with the county sheriff in their county of resdence. In addition,
even if not required to register by the stae in which they were adjudicated delinquent for a sex crime, a
juvenile must regiger with the county sheriff in their county of resdence if they would be a mandatory
“juvenile sexud offender regisrant” under Ohio law. At this time, LSC fiscd does not believe that a
large number of juveniles will be coming into Ohio from other dates that would be subject to
registration. Thus the cost to county sheriffs due to this provison of the bill should be minimd a most.

Under the hill, juvenile courts are charged with informing juvenile sex offender regidrants of
ther regidration requirements, county sheriffs ae given information collection and dissemination
duties, and the State Regisry of Sex Offenders mantaned by BCIl will grow with the addition of
juvenile sex offender regidrants. In addition, DY'S will be required to forward to BCIl information on



juvenile sex offenders it releases, and, dthough the bill appears to be slent on the matter, will likely fed
compeled to dissaminate information to the affected juveniles and their parents or legd guardian,
juvenile courts, and county sheriffs.

DYS As was jus mentioned, DYS will assume additiond information dissemination duties that
will be triggered each and every time it releases a juvenile sex offender. Our best edtimate at this time is
that the number of juveniles being reeased by DY'S annudly that would be affected by the bill could be
in the range of 100-to-200. A conversation with the department on this matter led us to believe that the
additiond adminidrative burden associated with rdeasng these juveniles will create & most a minimal
increase in its annua operating expenditures.

The bill also specifies that sex offenders committed to DY'S be given treatment to decrease the
likelihood thet these juveniles would commit future sex offenses. This should not create additiond cods
for DYS, as the depatment dready provides rehabilitative trestments to al sex offenders sent to its
inditutions.

BCII. Basad upon information provided by the Office of the Attorney Generd, LSC fiscd daff
have edimated that BCII's current annua operating cods in relation to maintaining the State Regidtry of
Sex Offenders can be detailed asfollows:

Sdaies and fringe benefits totd approximatey $143000 annudly for two full-time
adminigrative and support podtions, two part-time trainers, and one part-time Automated
Fingerprint Identification System (AFIS) operator;

An additiona 18% of the sdlary cost for equipment and space ($25,740); and

Formsto be digtributed to law enforcement total approximately $5,000 annualy.

From these numbers, LSC fiscd daff have been able to ascertain that BCII's annua operating
cogt for the State Registry of Sex Offenders currently totals close to $200,000. In addition, LSC fisca
daff have learned that the one-timeinitid set-up costs for this sate registry totaled around $70,000.

The addition of 700 or more juvenile offenders annudly to the exiding State Regidry of Sex
Offenders will increase BCII's operational cods. Drawing again from a conversation with the Office of
the Attorney Generd, LSC fiscd daff believe that the additiond annud operating cost for BCIl as a
result of the bill will totd less than $200,000, which includes up to two additiond daff and rdaed
maintenance and equipment expenses. It is dso likdy that BCIl will incur a one-time dart-up cost
gmilar to that for the exiging Staie Registry of Sex Offenders containing adult sex offenders. What is
unknown is whether the Office of the Attorney Generd will wish to integrate the State Regigtry of Sex
Offenders into AHS. If they plan to do so, it could markedly dter the projected cost of sysem
integration.

County Sheriffs. County sheriffs dready have an assortment of information collection and
dissamination duties under the date's exising adult sex offender regidration and notification law. Under
the hill, these duties will be expanded to be generdly applicable to juvenile sex offenders. Internet
dissemination of information on juvenile sex offender registrants would be redtricted to only the most
serious of felony sex-related offenses; however, the number of those juveniles that would be digible for
internet posting should be very smdl, as many are probably adready being prosecuted and registered as



adult sex offenders. County sheriffs are dso, under the bill, required to give notice to the principa where
the juvenile sex offender attends school.

LSC fiscd daff are unable to precisdly edtimate the fiscd consequences of this additiona duty
that would be placed on county sheriff departments. LSC fisca daff do believe, however, that in certan
aress of the date the cumulative effects of having to keep track of an increasng number of juvenile sex
offenders will increase a county sheriff’s operaing requirements to the point that an additiond part- or
ful-time person has to be assigned or hired to handle these sex offender regidration and natification
tasks. The annua cost of adding another part- or full-time person could easily hit $10,000-to-$20,000 or
more,

Courts. The hill dso contains the following four provisons that will incresse the burdens on
county juvenile judtice sysems, in paticular juvenile courts. Fire, juvenile courts are required to: (1)
determine if a juvenile is an offender subject to regidraion, which would mog likdy include a
psychologicd examination, and (2) notify juveniles of their regisration requirements. These hearings
would be held before digpostion if the juvenile, regardless of age, has a prior record for a sexud
offense. However, for juveniles with no previous adjudication for a sexud offense, the regidration
determination is made after the juvenile completes the sanction handed down by the court (if that
sanction involves sentencing to a secure facility, otherwise the hearing would be held a the time of

disposgition).

For juveniles who are 16 or 17 years of age, this hearing is mandatory. If the juvenile in question
is 14 or 15 years of age, the hearing is up to the discretion of the judge, and the judge may decide based
a number of factors whether the juvenile should be subject to juvenile sex offender registrant
requirements. This means that a single hearing will be needed to determine regidration datus. It is
uncler what kind of fiscal impact this requirement will have on juvenile courts. Because of the likely
number of cases involved and the difficult nature of the decisons being made, regidration
determinations in many jurisdictions will likely creste annua cods for juvenile courts tha exceed
minimdl.

Second, the hill requires juvenile courts to be responsble for notifying the following parties
about the regidration requirements of a paticular juvenile the juvenile, the juveniles parents or legd
guardian, BCII, and the county sheriff of the juveniles county of resdence. The hill is slent on how
that notification is to be made. LSC fiscd daff believe that the method used will mogt likdy involve
some kind of form letter that will be ddivered or mailed to the appropriate parties (except the juvenile
and their parents or lega guardian who will receive copiesin court).

Third, juvenile courts are ds0 given authority over reclassfication and declassfication of
juvenile sx offender regidrants. A juvenile sex offender registrant has the option of appeding their
datus to the juvenile court that had origind jurisdiction over their case. The first of these appeals can be
made three years after the post-sanction hearing. The second gpped can be made three years after the
firsd apped, and then every five years after that gpped as long as the regidration requirements apply.
This means that, even after a person passes their age of mgority, they would return to juvenile court to
have ther regidraion requirements modified or removed. A juvenile required to register as a sexud
predator (which compeds lifetime compliance with regidration requirements) could file for a
modification to be made every five years until they die. However, in a angle hearing, the lowest leve of



classfication that a sexud predator would ever declassfy to is juvenile sex offender regigtrant datus.
The declassification out of sex offender registrant status would have to be done in a separate hearing.

Habitud sex offenders would be permitted in a single hearing to have the burden of registering
a a X offender removed entirdly, thus skipping the level of juvenile sex offender registrant. When
looking at adult data, it is obvious tha there are reatively few sexud predators, therefore, the more
cosly mandatory multiple hearing declassfication process will be fewer in number. Because it is a the
judge's discretion whether to grant a total declassfication a the fird hearing, it is extremely unclear
wha the ultimate cost of this provison would be. One thing is certain, however, sexud predators will
aways have at |least one more hearing in their declassfication process than will habitual sex offenders.

Fourth, the bill extends adult rights to juveniles subject to the juvenile sexud offender
regigration and natification provisons contained in the hill. Those rights indude the opportunity to
testify, present evidence, cal and examine witnesses and expert witnesses, cross-examination of
witnesses and expert witnesses, and the right to counsel and gppointed counsdl if indigent.

The additiond annua fiscd burdens that these four provisons of the bill will place on county
juvenile judtice systems will be grester in more populous jurisdictions where there are likely to be a
larger number of juvenile sex offenders. While it is difficult to estimate what the magnitude of those
additiond fisca burdens gemming from these provisons will be for juvenile courts around the Hete,
LSC fiscal gaff believe that those annud cogts could be significant in many urban aress.

It should dso be noted that the hbill includes language darifying that a magidrate in the juvenile
justice system can perform the same duties as a juvenile judge with regard to these regigration and
classfication determinations. This clarification may in effect decrease some of the adjudicatory costs for
the juvenile judice sysem, as a magidrate's time is going to be less expensve than that of a juvenile
judge.

Failure to Comply. It is likey that additiond cases will be adjudicated in juvenile court and
additional cases prosecuted in crimind court because juveniles or ther parents or legd guardian fal to
comply with the juvenil€s regidration requirements. These new cases will increase annud county and
municipd expenditures related to invedtigating, prosecuting, adjudicating, defending (if indigent), and
sanctioning these juveniles and their parents or lega guardian. LSC fiscd daff believe, however, that on
an annud basis the number of new adjudications or crimina prosecutions in a given jurisdiction will be
rdaively smdl. Thus, any such increases in county and municipa expenditures related to these new
adjudications and crimina prosecutions would likely be no more than minimd.

Sate & Local Revenue. Court cost and fine revenue generated for counties, municipdities, and
the date will be afected by the hill as a result of the provisions tha crimindize the falure of juvenile
sex offenders and ther parents or legd guardian to comply with the juvenil€'s regidration requirements.
At this time, LSC fiscd daff beieve that a rdaivey smdl number of these cases will actudly be
adjudicated in juvenile court or prosecuted in adult crimina court, and thus, a most, a minima amount
of additiond court cost and fine revenue will be collected by counties and municipdities annualy. The
amount of additiona localy collected sate court cost revenue that would be collected and deposited to
the credit of the state GRF and the Victims of Crime/Reparations Fund (Fund 402) will be negligible.

LSC fiscal staff: Laura A. Potts, Budget Analyst
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State Fiscal Highlights

No direct fiscd effect on the sate.

Local Fiscal Highlights

LOCAL GOVERNMENT FY 2002 FY 2003 FUTURE YEARS
Counties
Revenues Potentid gain, largdy Potentid gain, largdy Potentia gain, largdy
offsetting the additiona offsetting the additiona cost offsetting the additional cost
cost
Expenditures Potentid increase Potentid increase Potentid increase
Municipalities
Revenues Potentid loss Potentid loss Potentia loss
Expenditures Potential increase Potentid increase Potential increase
School Digtricts
Revenues Potentia gain or loss Potentia gain or loss Potentid gain or loss
Expenditures Potentia increase or Potentid increase or Potential increase or decrease
decrease decrease
Townships
Revenues Potentid gain and Potential gain and foregone Potentia gain and foregone
foregone loss loss loss
Expenditures Potential increase or Potentia increase or Potentia increase or decrease
decrease decrease

Note: For most local governments, the fiscal year isthe calendar year. The school district fiscal year is July 1 through
June 30.
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Counties could gan fee revenue and have increased annexaion hearing and legd codts. Revenue
gains could largdly offset any cost increase.

Oveadl, the bill could have a dgnificant negative fiscd impact on municipdities. Sgnificant cost
increases could result from the change in the payment schedule to townships after an annexation and
excluson, from increased hearing and lega costs, and potentid losses in revenue from an increase in
the number of annexations denied.

The bill could result in more denids of annexations, which could have varying impacts on school
digtricts costs and revenues, depending upon the land use of the territory at the time of annexation,
after annexation, and other factors.

Overall, the hill could have a pogtive fiscal impact on townships, as a township would better be able
to chdlenge an annexation that might have a negative fisca impact on it, and the hill would enable
townships to keep more revenue or receive higher payments from municipdities in cases when an
annexation is gpproved.

Townships would dso have to pay fees to counties permitted under the bill and could choose to
incur lega costs to hire expert witnesses, subpoena testimony, and other expenses it consders
necessxy for any potentid annexation. However, increased negotiating postion under the bill could
make it eeser for townships to obtain negotiated agreements from municipalities and reduce costs
associated with annexation hearings.

Detailed Fiscal Analysis
Bill Provisons

The hill revises exiding lawv and enacts new dandards for the gpprova of municipd annexations,
procedures gpplicable to municipad annexations, and datutory schedules of payments to be made to
townships for the loss of tax revenues as a result of municipd annexations. It specifies that notice to
property owners is sufficient if sent by regular United States mail to the tax mailing address listed on the
county auditor's records, while notice to government officers shdl be made by ceatified mal or in
person. This notice is sent from the agent for the petitioners to the owner's property adjacent to the area
for annexation. Current law has no provisons for property owner notification.

Impact of Changesto Normal Annexation Procedure

Mog of the changes made by the hbill to the norma annexation process could make it more likely that
municipa annexations would be denied under the hill by giving county commissoners more discretion
to deny annexations and making other changes. A 1995 LBO survey suggests that annexation petitions
are typicaly approved.” Reducing the number of annexations approved could cause municipalities to
forgo tax revenue gains dong with increases in expenditures for services that could have resulted from
an annexation. Conversdy, the denid of more municipal annexation requests could prevent the loss of

14 These survey results and there implications are referenced throughout the fiscal note. Specific key results from the survey
are detailed at the end of the fiscal note.



township property tax revenues and prevent decreases in expenditures for services. There could adso be
fiscd implications for other entities, particularly school digtricts.

The overdl impact, on both the annexing municipdity and the affected township, would vary from case
to case. Conventiond wisdom suggests that annexations result in a fisca benefit to the municipdity and
a fiscd loss to the township losing land. This is not necessarily the case. Research in this area suggests
that annexation can be fiscaly beneficia to dther entity, to neither entity, or to both entities™® The same
can be said for the impact on taxpayers and schools in each community.*

For example, if an annexaion results in commercia development that increases property values without
bringing in many new dudents, a school didrict could gan revenue. Conversdy, if an annexation
resulted in a lage resdentid devdopment that brought many new dudents and rdativey little
additiona tax revenue, a school district could have cost increases above the revenue gain. On the other
hand, if the land use and devdopment did not sgnificantly change after annexation, there may be no
notable fiscal impact.

The fiscd impacts of annexation depend on the fiscd podtion of each community and the particular
circumstances surrounding each annexation. The land use type of the property when annexed, and in the
years dter annexation, affect the fisca impact on both the municipdity and the township. Typicaly
agricultura land uses have lower service costs and generate lower revenues than other uses. Conversdy,
commercid and indudrid uses can have rdativdy higher service cods, but adso can generate higher
revenue, particularly for municipdities thet levy an income tax.

Under current law, a regular annexation petition must be approved if the board of county commissioners
(herefter the Board) finds that al procedura steps were followed and it determines that the:

Territory to be annexed is not unreasonably large
General good of territory is served by the annexation, which has been defined by the courts
to mean the interests of the property ownersin the territory to be annexed

The bill defines the “generd good of territory” so tha it tekes into account both the interests of the
property owners in the territory to be annexed and the interests of any unincorporated territory not
incduded in the petition that is within one-hdf mile of the territory to be annexed. This criterion gives the
Board much more discretion to gpprove or deny an annexation.

The bill dso requires the Board to find that no street will be divided by a boundary line creating a road
maintenance problem or that the municipdity has agreed to assume maintenance responghilities for the
dreet. This criterion adds another largely factud criterion for denying an annexation that could make it
more difficult to have an annexation approved. This provison could dso induce a municipdity to take
on additiond maintenance responsbilities so that an annexation it supports is goproved. This is a cost
that would not have to be incurred under current law.

15 Edwards, Mary. “Annexation: A “Winner Take All Process?’ State and Local Government Review. Fal 1999. Val. 31,

No. 3. Fall 1999. Carl Vinson Ingtitute of Government: Athens, Georgia, pg. 229.

16 Anindirect effect of an annexation can be the changing of school district boundaries. If only part of aschool districtis
annexed, the State Board of Education must approve the transfer unless the school district has entered into an agreement with
an urban school district that governsthe transfer.
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Another key provison in regard to fiscd impact is thet the bill makes townships a necessary party in the
annexation hearing and gives townships standing to apped an annexation decison. The bill dso lowers
the burden of proof in cases where an approved annexation is appealed. Current law requires appellees
to prove their case with clear and convincing evidence.

The hill would change this to a “preponderance of the evidence’ test, which is a much lower standard.
These changes, dong with the expanded reasons for denying an annexation listed above, could result in
longer annexation hearings, more chalenges to annexations, and more agppeals of annexation decisons.
Therefore, the cost of the annexation process could increase and the number of annexations denied and
gppedled could increase. This could increase the costs incurred by counties, municipdities, townships,
and property owners for the annexation process.

Impact of Special Annexation Procedures

The hill crestes three “specid” annexation procedures that may be used when dl landowners have
dgned an annexation petition and have requested one of the specid procedures be used. The LBO
urvey suggedts that in most cases it is the property owners in an area that initiate the annexation
process, and, in a little less than 10% of annexation cases, a least one property owner opposes the
petition. The specid procedures could shorten the time and cost of an annexation process, particularly in
cases where nether the township(s) nor the municipality objects to the petition. LBO survey data
suggest that about one-third of annexations are opposed by at least one person or entity, with townships
accounting for about two-thirds of those objections. In addition to reducing the time and cost of the
process, the three procedures have unique fisca implications that are explained below:

Special Procedure One: A county must approve an annexation without a hearing at its next regular
sesson dter the petition is filed when dl parties, including the annexing municipdity and any affected
townships, have consented to the annexation and the municipdity and township(s) have dgned an
annexaion agreement or a cooperaive economic development agreement (CEDA)'" The fiscd impact
of dgning an annexation or CEDA agreement could vary depending upon the agreement, but any
positive or negative impact could be significant. Annexations approved under this procedure are not
open to goped, which would diminate the possbility of parties having to incur legd expenses over an
goped of the decison. However, it seems unlikely that an apped would occur under current law if dl
landowners and the township and county approved of the annexation and had sgned a CEDA. On the
other hand, the changes made in the hill could make it more likdy that parties will seek and reach an
agreement to avoid lengthy hearings and appedls.

Special Procedure Two: The mgor difference between specid procedure two and the other specia
procedures or the norma procedure is that any territory annexed under this procedure cannot be

17 All but one provision allowed under the newly created annexation agreements can currently be agreed to under the CEDA
Law. The one new provision permits an agreement as to the reallocation of minimum mandated |evies established under the

Tax Levy Law in areas annexed. The potential effects of this are discussed in the “ Other notable changes” section of the
analysisin regard to inside millage.



excluded from the township, meaning that the township could continue to collect generad property tax
revenue, in certain cases, and some ingde millage. Any resdents in an unexcluded, annexed, area could
have to pay more in taxes than other resdents in the township or municipaity, as they could have to pay
certain property taxes to both entities. Annexations approved under specia procedure two are not open

to apped.

The second procedure is more like current law in that the reasons for which the annexation can be
denied are limited largely to factud determinations, making it more likdy that the annexation will be
approved. However, there are more factud criteria (8 in total) to be met regarding procedura matters,
the sze and location of the area to be annexed, and service provison, which decreases the likelihood of
goproval compared to current law. The eght criteria include the requirement that no street will be
divided by a boundary line cregting a road maintenance problem or tha the municipdity has agreed to
assume maintenance responghilities for the dreet. This provison could induce a municipdity to take on
additional maintenance respongbilities so that an annexation it supports is goproved. This is a cost that
would not have to be incurred under current law. If the board determines tha the specid criteria have
not been met under this procedure, it must convert the annexation case back to the procedures and
decison criteria for a regular annexation. These changes could reduce the likelihood of an annexation
approva and increase the costs and time spent deciding an annexation request compared to current law.

Special Procedure Three: The most important aspect of the third procedure is that the petitioners must
demongrate that the purpose of the annexation is to undertake a “dgnificant” economic development
project. The bill defines dgnificant to mean a project will result in more than $10 million in private
investment, not including any amounts raised through tax increment financing, and more than $1 million
in new payroll. If the annexation is gpproved, the territory cannot be excluded from the township. This
could mean areduction in logt tax revenue for townships.

The definition of a “dgnificant” economic development is such that this provison could likdy not be
used in most cases, except for the larger economic development projects undertaken in the date.
However, for projects that obvioudy would meet the criteria, the likelihood of gpprova would be quite
high, as is the case under current law. There would dso be no posshility for gpped and the coss
asociated with an gpped if the annexation were approved using this procedure. The Department of
Development must certify that a project meets the threshold amounts set in the bill. If the Department of
Development certifies that the project meets the threshold amounts, the criteria is deemed to have been
met and the annexation cannot be appeded on this bass.

The third procedure is more like current law in that the reasons for which the annexation can be denied
are limited largely to factud determinations, making it more likely that the annexation will be approved.
However, there are more factud criteria (5 in totd including the ggnificant economic deve opment
certification) to be met regarding procedua matters and service provison, which decreases the
likelihood of approval compared to current law. The five criteria include the requirement that no dreet
will be divided by a boundary line creating a road maintenance problem or that the municipdity has
agreed to assume maintenance respongbilities for the dtreet. This provison could induce a municipdity
to take on additiona maintenance respongbilities so that an annexation it supports is gpproved. This is a
cost that would not have to be incurred under current law.
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Annexations gpproved under this procedure are not open to apped, and a landowner that signed the
petition can only goped a denid of the annexation. This change would reduce the likelihood of parties
having to incur legd expenses over an gpped of the decison.

Other Selected Provisions
Changes primarily affecting counties:

1. The hill adlows boards of county commissoners to establish fees to cover the codts incurred in
annexation proceedings and to require a deposit. Compared to current law, the change could
result in a revenue gain to counties and increased codts for any property owner, municipdity, or
other entity filing an annexation petition. County commissoners are not currently alowed to
charge for annexation proceedings. Under the bhill, the responghilities of the county
commissioners with regard to annexation proceedings are greetly expanded dong with the ability
to charge “reasonable’ fees. Therefore, counties may experience an increase in expenditures and
agan in revenuesthat could largely offset the cot.

2. The bill requires the county to keep a record of any annexation hearing. There should be little to
no additiona cost for this provison, snce counties dready would keep some record of these
proceedings. Also, if any party wants a court reporter to record the hearing or a transcription of
the proceedings that party must pay the additiona cost.

3. The legidaion requires counties to serve individuas with subpoenas as requested by the parties
to the annexation, which could result in increased costs. However, the bill permits counties to
charge the parties fee and mileage expenses that could offset this cost.

Changes primarily affecting municipalities and townships

The hill changes payment schedules that municipdities have to pay townships for the loss of tax revenue
when an aea is annexed and excluded under any of the procedures of the hill, unless there is an
annexation agreement or CEDA. These changes could sgnificantly increase the cost of annexaion to a
municipaity if it ever seeks to exclude the annexed area from the township. The hill's new payment
schedule could dso result in a sgnificant revenue gain to townships if and when an annexed area is
excluded from the township.

In the event that a municipdity grants a tax abatement on the annexed territory, the municipdity must
pay the township an amount equa to what the taxpayer would have owed in taxes had the exemption not
been granted. This provison could gSgnificantly increese expenditures for certan municipdities that
offer tax abatements.

Municipad costs could be incurred if a city chooses to provide optiond and additiond services to an
annexed territory.

There are two areas of the provisons with fisca effects.
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1. Fee and mileage expenses incurred by a county board of commissoners for the issuance and
mailing of subpoenas for witnesses or for books, papers, correspondence, memoranda,
agreements, or other documents or records relevant to the annexation petition shal be pad in
advance by the party making the request for the subpoena, and the remainder of these expenses
shall be paid out of fees charged by the board for the annexation proceedings. This provison has

offsetting codts.

The second fiscd effect is found in the reparations of moneys from municipdities to townships.
The reparations schedule is shown in the following table.

Reparation Schedule of Moneys Paid by
Municipalities to Townships for Annexed Township Areas
TAX TYPE: Commercial, Industrial, Real, Personal, and Public Utility

Percent of Moneys Townships Would Have Kept if No
Annexation Had Occurred

Y ears Following Effective Annexation Date
1-3 80.0%
4-5 67.5%
6-7 62.5%
8-9 57.5%
10-12 42.5%

TAX TYPE: Resident

ial and Retail Property

Y ears Following Effective Annexation Date

Percent of Moneys Townships Would Have Kept if No
Annexation Had Occurred

1-3 80.0%
4-5 52.5%
6-10 40.0%
11-12 27.5%

For comparison, the reparations schedule in current law is shown in the following table.

Current Law for Reparations of Moneys Paid by Municipalities to Townships for Annexed Township Areas

TAX TYPE: Real, Public Utility, and Tangible Personal Property

Y ears Following Effective Annexation Date
(“Annexation Period” of 1-12 months)

Percent of Moneys Townships Would Have Kept if No
Annexation Had Occurred

1-3 100 %
4 80 %
5 60 %
6 40 %
7 20%

Y ears Following Effective Annexation Date
(“Annexation Period” of 13-24 months)

Percent of Moneys Townships Would Have Kept if No
Annexation Had Occurred

1-2 100 %
3 80 %
4 60 %
5 40 %
6 20%

Y ears Following Effective Annexation Date
(“ Annexation Period” of 25-36 Months)

Percent of Moneys Townships Would Have Kept if No
Annexation Had Occurred

1 100 %
2 80 %
3 60 %
4 40 %
5 20%




The bill dso modifies provisons that specify when a municipdity can petition to annex property.
Notable differences between current law and the bill include:

A county must approve any request to annex dae land if the Director of Adminidrative
Services consents to the annexation. There is no provison for this under current law. Such
annexations would be rare.

The hill removes a current provison that alows municipdities to put an annexation on the
bdlot to be voted on. This provison is rardy if ever used by municipdities and would likdy
have no practical impact.

The legidaion prohibits a municipdity from purchesng property beow its goprased far
market vaue, annexing the property, and then sdling back to the origind owner. This change
could have an impact on affected municipdities, townships, and property owners by making
such transactions more difficult. However, the provison could probably be circumvented by
creating a corporation to sel the property back to or involving a third party. This fact and the
fact that such ingtances likdy make up a smdl percentage of dl annexations should severdy
reduce, if not negate, the fisca impact of this change.

The bill prohibits land annexed under a municipa petition from being excduded from the
township. This change could reduce the negative fiscad impact on townships of such
annexations and could mean that the property owners will have to pay more in taxes than
under current law. The fact that such instances rardly occur should the fiscad impact of this
change rdativey smdl.

The bill permits townships to spend generd fund moneys to cover any cods associated with an
annexation proceeding, including hiring witnesses and consultants. Current law only permits townships
to hire atorneys to represent the township. Townships could choose to incur increased legd costs under
this provison.

Other notable changes

1. The bill specifies the procedure for municipdities and townships for sharing insde property tax

2.

millage when annexed teritory has not been excluded from the township. Bascdly, if the
municipdity and township cannot reach an agreement, the millage is plit equaly. The hill
requires other entities to be hdd hamless by any millage split under these circumstances.
Depending on current practice in counties, this specification could have no impact or a revenue
gain or lossfor affected municipdities, townships, and other local governments.

The hill changes hearing notice requirements tha could negligibly increese or decrease
notification costs for a particular annexation, depending upon the number of property owners
involved. Peitioners would bear any additiond costs. Typicaly, property owners are the
petitioners. Notable changes include requiring the petitioners to:

Publicize the hearing a least once in a newspaper prior to the meeting instead of for four
consecutive weeks



Send mail notification about the hearing to dl property owners in the territory proposed for
annexation. The cost increase or decrease resulting from these changes could be minimd.

For example, assuming a newspaper advertisement is $50, current law would require the
petitioners to pay $200 in newspgper advertisng. Assuming it costs 50 cents in materias and
time to send out a mail natification and that there were less than 300 property owners to be
notified by mail, the petitioners would redize a dight savings in notification cods after paying
for the maling and one newspaper advertisement. Every mail notification beyond 300 would
cost an additiona 50 cents in expense over current notification costs.

3. The hill prohibits an annexation form being denied smply due to procedurd errors. There could
be little to no impact from this provison over current law. In practice, under current law, denids
or successful appeals for such errors are rare to nonexistent.

4. The legidation requires that al sgnatures on an annexation petition be obtained no more than
180 days before the filing date. This change could make it more difficult to obtain enough vdid
dgnaures for an annexation petition. In turn, this could reduce the number of vaid annexations
filed and/or approved.

5. The hill specifies that a person who owns more than one parce of red estate can only be counted
as one owner for purposes of sgning a petition. Depending upon current practice in a county,
this change may or may not make it more difficult to obtan the necessay dgnaiures for a
petition.

Annexation Activity in Ohio

According to the Secretary of Stat€'s records, 202 annexations became effective in 1999, 317 became
effectivein 1998, and 334 in 1997.

In 1995, LBO surveyed dl 88 Ohio counties on annexation activities within each county from 1990 to
1994. Thirty-seven of 88 counties responded, reporting 957 annexaion request filings in the five-year
period. Among those responding, the annual average was 191 annexation filings, or 26 per county.
Fourteen counties (or 38%) averaged a least one annexation filing per year. However, only two
counties, Franklin and Montgomery, averaged more than 10 annexation requests per year. In fact,
Franklin county accounted for nearly one-third of dl the annexation filings each year with an average of
55 annexations.

Of the 957 annexation filings reported, the county commissioners gpproved 877. In more than 60% of
the cases, property owners initiated the annexation process. From 1990 to 1994, 286 filings were
opposed by one or more entities. Of the annexations opposed:

1 was opposed by acity

3 by villages

7 by other entities

83 by individuas

192 by townships

LSC fiscal staff: Carol Robison, Budget Analyst
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LOCAL IMPACT STATEMENT REQUIRED: Yes

CONTENTS: Includes various changes to thetitling process for motor vehicles, water craft, outboard
motor s, off-highway motor cycles, and all-pur pose vehicles

State Fiscal Highlights

STATE FUND FY 2002 FY 2003 FUTURE YEARS
Waterways Safety Fund (086)
Revenues Potentid minimd loss Potentid minimd loss Potentid minimd loss
Expenditures Potentid increase of Potentid increase of Potentid increase of
approximately $12,000 approximately $12,000 approximately $12,000
Bureau of Motor Vehicles Fund (4W4)
Revenues Potentia |oss of Potentia |oss of Potentid loss of
approximately $300,000 approximately $300,000 approximately $300,000
Expenditures Potentia decrease of Potentid increase of Potentid increase of
approximately $56,900 approximately $52,300 approximately $52,300
Automated Title Processing Board
Revenues -0- -0- -0-
Expenditures Potentia increase of Potential increase of more Potential increase of more
more than $3.6 - $6.7 than $2.7 - $5.0 million than $1.3 - $3.4 million
million

Note: The state fiscal year isJuly 1 through June 30. For example, FY 2002 isJuly 1, 2001 — June 30, 2002.

Potentiad annual minimal revenue losses to the Department of Natural Resources (DNR) have been
edimated associated with dlowing the public to access title information usng €ectronic means
because no fee will be charged for this access.

The Divison of Watercraft estimated ongoing annual maintenance costs for the orntline titling
system to be gpproximately $12,000.




The Depatment of Public Safety estimated decreased cogts for the Bureau of Motor Vehicles
(BMV) associated with dlowing eectronic deders to issue temporary license placards. There may
be decreased costs of up to $538,700 annually associated with areduction in data entry.

Public Safety estimated total one-time data processng costs of implementing SB 59 to be
$292,500 ($150,000 for existing inter nal staff and $142,500 for consultants).

SB 59 requires that the Registrar of Motor Vehicles will adopt rules to establish a pilot program to
gopoint limited authority deputy regidrars to conduct: initid motor vehicle regidrations, transfer
motor vehicle regidraions, and vehicle ingpection number (VIN) ingpections. It is unknown how
many LADRS will be gppointed, however, the following estimate was provided by the Bureau of
Motor Vehicles reflecting total one-time costs of $189,300 and annual costs of $591,000 for the
Department.

Potentid annual losses of $300,000 in revenue to the Department of Public Safety have been
edimated asociated with dlowing the public to access motor vehicle title information usng
eectronic means. No fee will be charged for this access. Any loss to the BMV's 4W4 Fund may
impact local governments when monthly redistributions of revenue occur.

Public Safety edimates that the process to dlow individuads to access vehide title information
electronicaly may be outsourced to athird party for an unknown, additional annual cost.

The bill alows the Regisrar of Motor Vehicles to use money from the Automated Title Processng
Fund to pay expenses rdlaed to implementing the provisons of this bill. It is assumed that any one-
time and orrgoing cods for the Department of Public Safety, the Department of Natural Resources,
the Clerks of Courts, and Limited Authority Deputy Regisirars would be funded by the Automated
Title Processing Fund. Based upon BMV edtimates additional costs of $786,300 in FY02 and
$603,000 in FY03 may occur related to implementing the pilot program. These costs are not
factored into the ATPS expenditure line in the table above but are within the agency
expenditurelinesfor DNR and Public Safety.

The Regigrar of Motor Vehicles is required to make monthly payments, from the Automated Title
Processng Board Fund to any Clerk who certifies a net loss for an gpplicable reporting period as
determined by the Regidrar. Payments shdl equal 100 percent of the net loss during the fird year,
75 percent during the second year, and 50 percent during the third year. Using a report provided by
the Clerks of Courts, it appears that there were approximately 1.6 million annud transactions where
a vehicle was purchased in a different county than where the vehicle was actudly registered. It was
assumed that dl of these transactions would result in a shift of $2.25 per title between Clerks of
Courts. In addition, there will be a revenue loss for the Clerks associated with no longer collecting a
$2.00 fee for title data. As a result, it is estimated that the ATPS Fund may provide $3.6 million in
the first year, $2.7 million in the second year, and $1.3 million in the third year after the
effective date to Clerks of Courts as rembursement for any net losses in revenues. The BMV has
adso provided an edimate that the fund will provide $6.7 million in FY02, $5.0 million in FYO03,
and $3.4 million in FY 4.
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Local Fiscal Highlights

LOCAL GOVERNMENT FY 2001

FY 2002

FUTURE YEARS

Counties (Clerks of Courts)

Revenues Potentid lossfor some Potential loss for some and Potential loss for some and
and potentia increasefor | potentid increase for others potentia increase for others
others
Expenditures -0- -0- -0-
Counties, Municipalities, and Townships
Revenues Potentia |oss of Potentia |oss of Potentid 1oss of
approximately $300,000 approximately $300,000 approximately $300,000
Expenditures -0- -0- -0-
County Certificate of Title Administration Funds
Revenues Potentid gain Potentia gain Potentia gain
Expenditures -0- -0- -0-

Note: For most local governments, the fiscal year isthe calendar year. The school district fiscal year is July 1 through June

30.

Allowing for cross-county titing may decrease revenues for some clerks and increase the
revenues of other clerks. Currently, vehicle or watercraft owners may complete title transactions
only with the derk in their county of resdence. As a result, the clerks collect and retain service and
poundage fees. If this hill is enacted, individuds may use any clerk to process title transactions and
those dlerks will retain any fees.

The Regigrar of Motor Vehidesis required to make monthly payments, from the Automated
Title Processing Board Fund to reimburse any Clerk who certifies a net loss for an applicable
reporting period as determined by the Regidsirar. Payments shdl equa 100 percent of the net loss
during thefirst year, 75 percent during the second year, and 50 percent during the third year.

Eliminating the requirement thaet an application for a title or an assgnment of a title for transactions,
except for casud sales, be sworn to before a notary public may result in a minimal reduction in
revenuesfor Clerksof Courts. Clerks currently charge a $1.00 fee associated with this function.

Allowing Clerks to charge a $5.00 fee for each “non-negotisble evidence of ownership” may
increase revenues collected by counties associated with: watercrafts, outboard motors, motor
vehicdes, off-highway vehides and dl-purpose vehidles  The number of individuds who may
request this document is unknown.

As BMV’s revenue sources increase or decresse, revenues avalable for redigribution to locd
governments increase or decrease. SB 59 appears to reduce BMV Fund 4W4 revenues by
approximately $300,000 therefore; locd governments may receive lower monthly revenue
redigtributions from the Sate.

Fees collected by Clerks of Courts for conducting deputy registrar services or conducting
transactions or ingpections as a limited authority deputy registrar will be pad into county Certificate



of Title Adminigration Funds. Therefore, these county funds may experience an increase in
revenues.

Detailed Fiscal Analysis

Senate Bill 59 proposes severa changes to the current motor vehicle titling system for motor
vehidles, off-highway motorcycles, dl-purpose vehicles, watercraft and outboard motors. The following
estimate includes various references to sections within the bill, however, it isintended to provide
examples of placesto find relevant text and it not intended to provide an exhaudtive ligt of cites for each
fiscd impact. For acomprehensive list of sections affected by the hill, please see the Legidative
Service Commisson’shill anayss.

DEPARTMENT OF NATURAL RESOURCES: Watercraft and Outboard Motors:
1. Paperless Titles and Public Access to Information: Individuds may decide to not have a paper title
printed when they gpply for a certificate of title from a clerk of court. If a paper copy were not issued,
the eectronic record would become the officid record (Sec. 1548.021). In addition, it alows the public
to access title information using eectronic means; no fee will be assessed (Sec.1548.141).
Fiscal Impacts The Divison of Watercraft edimates annual maintenance costs of
approximately $12,000. The Department estimates a minimal annual revenue loss associated
with no longer receiving afee for providing this information

DEPARTMENT OF PUBLIC SAFETY: Motor Vehicles (including M obile Homesand
Recreational Vehicles); Off-Highway M otor cycles, and All-Purpose Vehicles:
1. Temporary License Placards Require deders to dectronicdly notify the Registrar of the issuance of
temporary license placards (Sec. 4503.182).
Fiscal Impacts. The Depatment of Public Safety edtimates potentiad decreased costs for the
Department of up to $538,700 annually associated with areduction in data entry.

2. Public Access to Information: Allow the public to access motor vehicle title informaion using

electronic means, e.g., Internet access; no fee will be charged (Sec. 4505.141 and 4519.631).

- Fiscal Impact: The Depatment of Public Safety estimates a potential annual loss of $300,000 in
revenue. Any loss to the BMV's 4W4 Fund may impect locd governments when monthly
redigtributions of revenue occur. The Department aso estimates that the process may be outsourced
to a third paty. This would be smilar to what the BMV currently does with vehicle regigration
renewas performed on-line for a per transaction cost of $1.59 and would be an additional cost to
the Department. Totd annua cogs are unknown & this time snce the number of individuds who
would choose to access this information on-line is not known.

3. Costs Associated with Data Processing Changes:
Fiscal Impaect: The Depatment edimates totd one-time costs of implementing SB 59 to be
$292,500 ($150,000 for existing internal staff and $142,500 for consultants).
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CLERKSOF COURTS:
1. Allow for Cross-County Titling: A certificate of title may be filed dectronicdly by any dek of
courts, fees will be kept by the clerk performing the transaction; and information shall be sent to a clerk
inanindividua’s county of residence (Sec. 1548.06 and 4505.06 (A)).
Fiscal Impact: This provison may decrease revenues for some clerks and increase the revenues
of other clerks. Currently, vehice or watercraft owners may complete title transactions only with
the clerk in their county of resdence. As a result, the clerks collect and retain service and poundage
fees. If this bill is enacted, individuas may use any clerk to process title transactions and those
clerkswill retain any fees.

2. Require Fees to be Deposted into Certificate of Title Adminigration (CTA) Funds Fees collected by
Clerks of Courts for conducting deputy registrar or limited authority deputy registrar transactions shall
to be deposted into county CTA Funds. This fund is to be used to pay for costs associated with
processing titles. However, if funds exceed needs, the surplus may be trandferred to the county generd
fund and used for other county purposes.
Fiscal Impact: This provison may increase revenues for county Certificate of Title
Adminigtration Funds.

3. Allow Clerks to Assess a $5.00 Fee for Non Negotiable Evidence of Ownership Documents:
Fiscal Impact: Allowing Clerks to charge a $5.00 fee for each “non-negotiable evidence of
ownership” may increase revenues collected by counties associated with: watercrafts, outboard
motors, motor vehicles, off-highway vehides and dl-purpose vehicles. The number of individuds
who may request this document is unknown.

4. Eliminate Notary Requirement: Transactions associated with other than casuad sdes will no longer
require an gpplication for title or an assgnment of title to be sworn to before a notary public.
Fiscal Impact: Clerks may experience a minima reduction in revenues associsted with a loss of
$1.00 per transaction.

PILOT PROGRAM FOR LIMITED AUTHORITY DEPUTY REGISTRARS (LADRS):
SB 59 requires that the Regidrar of Motor Vehicles will adopt rules to establish a pilot program to
gopoint limited authority deputy regisrars to conduct: initid motor vehicle regidrations, transfer motor
vehicle regigrations, and vehicle ingpection number (VIN) inspections. A LADR may collect a $2.25
fee for each transaction or a $1.50 fee for each physica ingpection that is conducted. Until the Registrar
adopts rules to establish this pilot, it would gppear there are no stated congraints on which groups may
be digible to be appointed by the Regidrar.
Fiscal Impacts. It is unknown how many LADRs will be gppointed, however, the following
edtimate was provided by the Bureau of Motor Vehicles reflecting total one-time costs of $189,300
and annual costs of $591,000:

Cashiers Staff (annual costs)

3 Accountant Examiner 111 Staff $135,000
Deputy Registrar Field Staff (annual costs)

10 Deputy Registrar Field Rep Staff $450,000
Deputy Registrar Fidd Staff Equipment (one-time costs)

10 Vehicles $165,200
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10 Laptop Computers $ 24,100
Bank Charges (annua costs) $ 6,000

Assumptions Used For Fiscal | mpacts:

1 10 Clerks of Courts and 100 Deders will paticipate in the pilot program for Limited Authority
Deputy Registrar (LADR). Should the participation be higher, the costs would also increase.

2. The BMV will pay the banking costs for Clerks of Courts who become LADR's, but Deders will
be responsible for their own equipment, banking, and communication line expenses.

3. Inventory for vehicle regidtration transactions will not be mantained a the LADR's. (The BMV
will mail the completed transactions. Customerswill pay for associated postage costs.)

AUTOMATED TITLE PROCESSING FUND:
Usng Fund for Expenses. Allow the Regidrar of Motor Vehicles to use money from this fund to pay
expenses related to implementing the provisons of this bill (Sec. 4505.25). Since additiona funds are
not gppropriated for this purpose, the Department of Public Safety will be required to request additional
gpending authority from the Controlling Board. It is assumed that any one-time and on-going costs for
the Department of Public Safety, the Depatment of Natura Resources, the Clerks of Courts, and
Limited Authority Deputy Registrars would be funded by the Automated Title Processing Fund.
Fiscal Impact: Totd annud fisca impacts are unknown & this time due to uncertainties related to
the number of Limited Authority Deputy Registrars who may be gppointed. However, assuming al
state agency costs are covered, the minimum total impact may include:
1. Reimbursements for DNR's on-going data processing costs = $12,000
2. Reimbursement for Public Safety’s one-time data processing costs = $292,500
3. The LADR pilot costs may include additional staff and operating expenses for Public
Safety are estimated at $189,300 in FY (02 and $591,000 in FY03.
4, A portion of Public Safety’s costs may be dfset by the $538,700 saved by having deders
electronically process temporary license placards.

Reimbursng Clerks for Net Revenue Losses In addition, Section 5 of SB 59 will dlow the Clerk of
Courts to be reimbursed for a portion of net revenues logt during the firg three years following the
effective dae of the bill. The Regisrar of Motor Vehicles is required to make monthly payments to any
Clerk who certifies a net loss for an applicable reporting period as determined by the Regidrar.
Payments shall equal 100 percent of the net loss during the first year, 75 percent during the second, and
50 percent during the third.
Fiscal Impact: Using a report provided by the Clerks of Courts to estimate impacts, it appears
that there were gpproximately 1.6 million annud transactions where a vehicle was purchased in a
different county than where the vehicle was actualy registered. It was assumed that dl of these
transactions would result in a shift of $2.25 per title issued between Clerks of Courts. As a
result, it has been estimated that the ATPS Fund may provide $3.6 million in the first year, $2.7
million in the second year, and $1.3 million in the third year after the effective date to Clerks of
Courts as rembursement for any net loses in revenues. There may be additiona unknown
losses due to fees no longer be assessed for title data sales.
However, the Department of Public Safety has estimated potentia revenue shifts associated with
cross-county titling and revenues logt from the sde of title data of $6.7 million in the firg yesr,
$5.0 million in the second year, and $3.4 million in the third year resulting in a range of $3.6 -
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$6.7 million in the first year and $2.7 - $5.0 million in the second year, and $1.8 — $3.4
million in the third year potentially being reimbur sed by the ATPS Fund.

It should be noted that any significant depletion of the fund might result in the need to increase fees
in the future if the original purpose of the fund is to be completed — to provide for an ongoing
automated title processing system for the State of Ohio.

MOTOR VEHICLE DEALERS:
1. Electronic Motor Vehice Deders  Allow the Regisrar to designate deders as “dectronic motor
vehicle deders’ providing certain criteria are met; require eectronic deders to use computer equipment
purchased and maintained by the dealer (Sec. 4503.034, Sec. 4519.511, and Sec. 4503.182 (B)).
Fiscal Impacts: Public Safety assumes that the Bureau of Motor Vehicles would not be responsble
for the inddlation or operation of a deder’s data communications line. Therefore, no costs to the
state would accr ue associated with this provision.
It is permissive upon dedlers to become dectronic dedlers and, if they choose to do this, it would be
their respongbility to purchase necessary computer equipment. It has been edtimated that costs of
approximately $2,000 would occur for each electronic dealer.
In combination with the cross-county titling provison, dealers would experience reduced costs
associated with no longer having to send “runners’ around the date to have ther title work
processed.

2. Non-Negotisble Evidence of Ownership:  Allow eectronic motor vehicle deders to print a non
negotiable evidence of ownership and require that they pay the clerks of courts a $5.00 fee (Sec. 4505.08
(G) and Sec. 4505.09 (A)).
Fiscal Impacts. The fiscd effect should be neutral since the new $5.00 fee is consistent with
current fees.

LSC fiscal staff: Elisabeth Gorenstein, Senior Budget Analyst
Sybil Haney, Budget Analyst
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Fiscal Note & Local Impact Statement
124 t General Assembly of Ohio

Ohio Legislative Service Commission
77 South High Street, 9" Floor, Columbus, OH 43266-0342 <- Phone: (614) 466-3615

< Internet Web Ste: http://www.|sc.state.oh.us/

BILL: Am. Sub. SB. 74 DATE: June 6, 2001

AsEnacted — Effective June 19, 2001
(Section 1 and 2 effective July 1, 2001)

LOCAL IMPACT STATEMENT REQUIRED: Yes

STATUS: SPONSOR:  Sen. Blessing

CONTENTS: Adoptsrevisionsto Article 9, the secured transactions portion of the Uniform
Commercial Code (UCC), that were recommended by the National Conference of
Commissionerson Uniform State L aws; and declar es an emer gency

State Fiscal Highlights

STATE FUND FY 2002 FY 2003 FUTURE YEARS
Corporate and Uniform Commercial Code Filing Fund (CUCCF)
Revenues Gain from filing fees Gain from filing fees Gain from filing fees
Expenditures Increase of Potentid increase Potentia increase
approximately $1.1
million or more

Note: The state fiscal year is July 1 through June 30. For example, FY 2002 is July 1, 2001 — June 30, 2002.
Increases fees for filing and indexing records and furnishing datain the Secretary of State' s office.

Secretary of State€'s expenses of gpproximately $1.1 million for outsourced system upgrades to the
SOS sfiling system, making it compliant with the requirements proposed in SB 74.

Unknown expenses to the Secretary of State for daff training and/or possble increase in gaff
necessitated by the provisons of SB 74.

The hill outlines a method for the Secretary of State to reimburse county recorders in al 88 counties
on agraduated scale for loss of revenue based on the UCC filings that each county filed in 1998.
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Local Fiscal Highlights

LOCAL GOVERNMENT FY 2002 FY 2003 FUTURE YEARS
Counties
Revenues Loss of revenue, Loss of revenue, partidly Loss of revenue, partidly
patidly offset by Sate offset by dtate offsat by state reimbursement
reimbursement reimbursement
Expenditures -0- -0- -0-

Note: For most local governments, the fiscal year isthe calendar year. The school district fiscal year is July 1 through June

30.

Loss of revenue to county recorders as a result of the iminaion of most county lien filings. For the
year 2000, on the county level, Ohio had approximately 270,000 UCC filings with statewide county
revenue of $2.5 million.

Counties will be reimbursed by the Secretary of State based on the following percentages 50% in
state FY 2002, 40% in state FY 2003, 30% in state FY 2004, 20% in state FY 2005, and 10% in State

FY 2006.

Detailed Fiscal Analysis

Article 9 of the Uniform Commerciad Code involves secured transactions such as mortgages on
loansinvolving collateral. Asof 1999, 32 states had adopted Article 9.

Fiscal and Operational | mpact on Secretary of State

The Secretary of State will redlize the following impacts from SB 74

1.

Two-day processing time. The two-day turnaround timeline for entry of filing data
a the Secretary of State could create a need for staff training and/or increase in daff
number. Failure to adhere to the two-day processng time could result in civil liability
to the Secretary of State’ s office.

Information Technology operating system upgrades. Of the two basic types of
searches, uncertified and certified, the revised certified search procedures proposed in
SB 74 could cause the Secretary of Stat€'s current operating systems to need one-time
adjusments and upgrades so that search results comply with legidated rules.
Edimated costs to the Secretary of State amount to gpproximady $1.1 million to
bring the SOS's systems into compliance with Revised Article 9, as proposed in SB
74. Pat of the upgrades would include modifications for weeding out bogus lien
filings

Increased workload to Secretary of State. Four additiond filings are proposed for
addition to those dready accepted by the Secretary of State. Two of these filings
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conditute (a) the trandfer of dl original agriculture lien filings, which ae currently
filed with county recorders, to the Secretary of Sta€'s filing sysem, and (b) the
removal of the origind agriculture lien filings when the origind liens are pad off,
which are dso currently filed with the county Recorders. These two combined
agriculturd lien filings equa nearly 100,000 filings per year. This number is estimated
to incresse by gpproximately 5% in future years.

4, Production of records for sale in every medium and in bulk. The Secretary of
State may experience an increase in requests for records and subsequent increase in
costs if records are made available for sde in every medium versus the current cost-
effective CD-ROM availability of records, especidly consdering the reproduction
cods of images. Under current law, the SOS may only charge “actud codt” for
records. The additiond volume in requests could add unrecoverable costs for
processng and human resources.  Likewise, filling requests for bulk quantities would
add expenses to the Secretary of State’ s budget.

5. Reimbursement costs to county recorders. The Secretary of State's graduated
reembursement of lost revenue associated with filings to the county recorders would
conditute an expense to the Secretary of State. The reimbursable amount is not
funded by the provisons of the proposed legidation and expenses to the Secretary of
State would accrue from the adminisrative costs and information technology codts
associated with the assumption of thesefilings, as discussed in item 3.

6. Increases in filing and indexing fees. The bill generdly increases the fees for filing
and indexing a record, and furnishing filing data in the office of the Secretary of State
in conformlty with the fee sructure in Am. Sub. H.B. 94.

The feefor filing and indexing a record under R.C. 1309.501 to 1309.527 is $12.

The fee for responding to a reques from the filing office, induding for
communicating whether there is on file any financing daement naming a
particular debtor is $20 if the request is communicated in writing and $20 if the
request is communicated by another medium authorized by thefiling office rule

The fee is $5 if the request is limited to communicating only whether there is on
file any financing datement naming a paticular debtor and the name of the
secured party on record relating to the statement.

Fiscal and Operational | mpact on County Recorders

1. Reduction in workload. Fewer filings would be processed at the county level (county
recorder) due to the trandfer of al filings for both the original and removal agriculturd
liensto the Secretary of State' sfiling system.

2. Decrease in revenue. The county recorder would lose filing fee revenue. These losses
would be partidly reimbursed by the Secretary of State based on a graduated percentage
of revenuelogt to individual counties as aresult of the trangfer of filings.

Unknown Factors

The volume of revenue from filing fees tha would be pad for corporations domiciled out of
date, but that maintain their physcd plant in Ohio is an unknown number. These filing fees fdl under
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the UCC category, but are not based upon the number of companies. Rather, filing numbers are based
upon the volume of secured transactions. There is no way to determine the number of corporations
whose physca plant is outsde Ohio with domicile in Ohio compared to those companies whose
physicd plant is in Ohio with domicile outsde Ohio. Since SB 74 proposed doubling the filing fee for

this UCC type of filing from its current $9 per filing, an increase in revenue would be redized, but the
amount is unknown.

LSC fiscal staff: Carol Robison, Budget Analyst
Nelson Fox, Budget Analyst
Jonathan Lee, Budget Analyst
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Fiscal Note & Local Impact Statement
124 t General Assembly of Ohio

Ohio Legislative Service Commission
77 South High Street, 9" Floor, Columbus, OH 43266-0342 <~ Phone: (614) 466-3615

< Internet Web Ste: http://www.|sc.state.oh.us/

BILL:

Am. Sub. SB. 136 DATE: November 14, 2001

STATUS: AsEnacted — Effective on Nov. 21, 2001 SPONSOR: Sen. Wachtmann

LOCAL IMPACT STATEMENT REQUIRED: Yes

CONTENTS: To modify the laws pertaining to the administration and enfor cement of food safety

programs, to require each board of health to have a member who representsthe
activitieslicensed by boards of health, and to declare an emer gency

State Fiscal Highlights

STATE FUND FY 2002 FY 2003 FUTURE YEARS
General Revenue Fund
Revenues Potentia minimal Potentid minimd increase Potentid minimd increase
increase
Expenditures Potential increase Potentid increase Potentia increase
Food Safety (Fund 4P7)
Revenues Potentid minimal Potentia minima increase Potential minimad increase
increase
Expenditures Potentid increase Potentid incresse Potentid incresse
General Operations (Fund 470)
Revenues -0- -0- -0-
Expenditures Increase of $100,000 to Increase of $150,000 to Increase of $150,000 to
$113,000 $170,000 $170,000

Note: The state fiscal year is July 1 through June 30. For example, FY 2002 is July 1, 2001 — June 30, 2002.

The Depatment of Agriculture shal establish sandards for maple syrup or sorghum processors and
beckeepers as a reault of this bill. These standards must be followed if a processor or beekeeper
wishes to place a sed of conformity on their product. The department must dso clearly define the
types of foods that a cottage food production operation may produce. The department shall establish
procedures for regidration of farm markets, farmers markets, and fam product auctions. The
department dates that the funding source for these activities would be from both the Generd
Revenue Fund and Fund 4P7. Expenditures should increase in both funds due to the establishment
and implementation of these guiddines and definitions.  Revenues should increese due to the
regigration of farm markets, farmers markets, and farm poduct auctions. It is unknown at this time
how much expenditures will be or how much revenue will be collected.




The Depatment of Agriculture could lose minimd license fees from the exemptions to the retall
food establishment licensng requirements.  The date collects $24 per license. If establishments are
exempt from these requirements, the state will lose revenue. The revenue loss is expected to be
minor.  For example, Middletown City Hedth Depatment edimaes that the sate will lose
approximately $72 from these exemptions in Middietown. Columbiana County Hedth Department
estimates that the state will lose gpproximately $240.

An exempt maple syrup or sorghum processor or beekeeper is authorized to request that the Director
of Agriculture conduct a voluntary inspection of the processor or beekeeper's faciliies. The
department does not plan on assessing afee for this service.

The hill provides that dl food products are subject to food sampling conducted by the Director of
Agriculture to determine whether a food product is misbranded or adulterated. This extends to food
products produced and packaged by a cottage food production operation and al packaged maple
gyrup, sorghum, and honey. The depatment daes that sampling tests will follow sandard
laboratory sampling procedures. The department is consdering testing for lead in maple syrup and
pedticides in honey. The lead tests range from $25 to $30, while the pedticide tegting is
agoproximately $400. At this time, the tests are Hill under consideration and no costs have been
estimated for the department.

The Department of Hedth estimates that 2 new staff members will need to be hired as a result of this
bill. The additiond gaff would be responsble for reviewing the methodology of the locd hedth
departments  licensing fee dructure. The cost to the department should be between $150,000 and
$170,000 per year for the two staff members. This includes fringes and benefits. The figure for fisca
year 2002 was adjusted to reflect that about eight months remain in FY 2002,

Local Fiscal Highlights

LOCAL GOVERNMENT FY 2002 FY 2003 FUTURE YEARS
Countiesand municipalities
Revenues Minima losses Minima |losses Minima losses
Expenditures Minima decreases Minima decreases Minima decreases

Note: For most local governments, the fiscal year isthe calendar year. The school district fiscal year is July 1 through

June 30.

Locd hedth depatments could lose licenang revenue due to the provisons within this bill.  The
losses would ke minor for the most part. Also, the locd departments would aso realize a decrease in
expenditures since hedth inspectors would inspect fewer faciliiess The Columbiana County Hedth
Department will license 10 fewer establishments, which will result in a loss of approximately $1100.
The Middletown City Hedth Department has three retal food establishment licenses that would be
exempt due to the dimination of the provison that classfies persons or public entities that sl over-
the-counter drugs, nutrients used in lieu of pharmaceuticds and digtary supplements classfication
as retal food establishments. This exemption would cost the department gpproximately $440 per
year. The City of Columbus Locd Hedth Depatment edimated that the exemptions would not
aoply to ther depatment. This is because the establishments that sdl over-the-counter drugs,
nutrients used in lieu of pharmaceuticals, and dietary supplements usudly sdl other goods such as
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milk, which is a perishable good. As such, the places dready have a license to sdll perishable goods.
Locd hedth depatments dtuated in rurd counties may redize more of an impact due to the
exemptions of farm markets farmers markets, and farm products auctions.

Detailed Fiscal Analysis
The Department of Agriculture

In thishill, the Director of Agricultureisrequired to establish or adopt rules regarding food safety
programs. The requirements the Director of Agriculture must fulfill are the following:
Adopt good manufacturing practices for food processing establishments that conform
with standards for foods established by the United States Food and Drug Adminigtration;
Adopt rules to establish standards for food sampling and procedures for administration.
Thisisdueto the fact that al packaged maple syrup, sorghum, and honey are subject to
food sampling conducted by the Department of Agriculture to determine if the food is
misbranded or adulterated.
Adopt rules that establish the standards that maple syrup or sorghum processors and
beekeepers must satisfy in order to be permitted to place on the label of their food
products asedl of conformity and inspection;
Adopt rules that clearly outline the food items that a cottage food production operation
may produce;
Prescribe forms for use in calculating the licensing fees that may be charged;
Review formsfrom locad hedth departments regarding methodology of feesfor retall
food establishment licenses;
Request audits of loca hedth departments to determine if fees are appropriate;
Issue letters of opinion with the Director of Health. These letters are binding unless rules
are adopted that override the | etters of opinion;
Conduct ingpections of registered farm markets, farmers markets, and farm product
auctions at a frequency deemed appropriate by the director.

These provisons will create an increase in expenditures for the Department of Agriculture. At thistime,
an estimate of these costs has not been calculated.  The department may also see aminima decreasein
revenues. Thisis due to the fact that exemptions may reduce the number of retail food establishment
licenses granted by the local hedlth departments. On the other hand, the department will be able to
register farm markets, farmers markets, and farm product auctions. Thisregigration should bring in
revenue for the department.

The Department of Health
The Director of Hedlth must dso issue ajoint letter of opinion aong with the Director of Agriculture.
This letter shdl provide a detalled interpretation of the rules that are the subject of the Retail Food

Safety Advisory Council’s recommendation. This letter shal be binding uniformly throughout this state
unless rules are adopted that override these. The Director of Health must also prescribe forms for usein
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calculating the licenaing fees. The Department of Heath must review these forms in the case of fees
being charged for food service licenses. The director may request an audit of aloca hedth department
to ensure the licensing fees are appropriate. The department stated that the only costs associated with
this bill would be to fund two new gtaff. The staff will be respongible for reviewing the licensing
methodology of the loca hedlth departments. The cost will be approximately $150,000 to $170,000 per
fiscal year. Thisincludes bendfits.

Local Health Departments

This bill makes many changes to the retail food establishment law. Many establishments will be exempt
from retail food licensing requirements with the passage of thishill. Persons and public entities that sdl
over-the-counter drugs, nutrients used in lieu of pharmaceuticas, and dietary supplements are exempt
from the licensing requirement. Some cottage food producers, as well as some beekeepers, maple syrup
producers and sorghum producers are dso exempt. Also, farm markets, farmers markets, and farm
product auctions are also exempt if they are registered with the Director of Agriculture. Thelocd
departments are required to submit annudly to the Departments of Agriculture and Health a copy of the
formsit usesto cdculaeitslicensng fee. Fineswill result in afailure to submit.

The Middletown City Hedth Department and the Columbus City Health Department responded to
inquiries regarding fiscal impacts with this bill. Both departments replied that exemptions should affect
them minimaly if et dl. Middletown City Hedth Department will lose approximately $440 in
revenues, while Columbus City Health Department will lose nothing. Loca hedth departmentsin
smadl, rurd counties may be more affected by these exemptions. Columbiana County Health
Department estimates that they will license 10 fewer establishments due to thisbill. The lost revenue to
Columbianawill be gpproximately $1100.

LSC fiscal staff: Wendy Risner, Budget Analyst
Jeffrey Rosa, Senior Analyst
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All House Bills Passed in 2001 that Became Law

House LIS Subject

Bill

3 No Provides for implementation of Clean Ohio through brownfield
revitalization, natural resources projects, and farmland preservation

5 No Revises eection law: specifies criteriafor evaluating and handling paper
ballots with chads; specifies when an armed service absent voter’s ballot is
counted as a valid vote; specifies when someone with a disability may
receive assistance with voting; creates an Election System Study Committee

7 Yes Provides a comprehensive mechanism to assist combating the illega
manufacture or production of methamphetamine

9 Yes  Authorize governmenta aggregation for retail natura gas service, PUCO
certification, appropriation for THAW and HEABG

10 No Allows the Korean War Veterans Assoc. to recommend persons to be
appointed to a county Veterans Service Commission

11 Yes Creates one additiona judge for the Juvenile Divison of Butler County
Court of Common Pleas and one additional justice for Domestic Relations
Division of the Muskingum County Court of Common Pleas

21 No Enables subdivisons and local taxing units to use super blanket certificates
for qualified purchases of any amount

35 No Exempts non-monetary administrative-related appeals from the requirement
of a supersedeas bond

46 No Requires BMV to submit driver license, permit, or identification card
gpplication information to the Selective Service System

57 No Requires counties to develop a comprehensive joint plan; requires Ohio
Family and Children First Council to collect information; expands
opportunities for Juvenile courts to obtain federal funds

73 No To make appropriations for the Departments of Transportation and Public
Safety and the Public Works Commission

74 No To make appropriations for the Industrial Commission

75 No To make appropriations for the Bureau of Workers Compensation

7 No Grants high schoal diplomas to WWII veterans and makes an appropriation

34 No Prohibits an elected official from receiving PERS while earning a salary for
same public office; municipa income tax on aternative retirement plans

85 No Probate revisions and probate court procedure for declaring a man to be the
father of an adult child if specific conditions are met

A No Biennid operating budget hill

117 No Extends the sales and use tax exemptions for items used to assist
handicapped persons in operating motor vehicles

120 No Permits DAS and political subdivisions to buy supplies and services through
reverse auctions

125 No Designates April 6 of each year “ Tartan Day”

126 No Provides a four-year Satute of limitations on any civil or criminal action or
proceeding under the Antitrust Law

143 No Specifies that afire chief is not required to be aresident or elector of the

respective political subdivision in which they hold the position
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157
158
161
165
174
175
178

181
182
192

196

200

208
212

226
229
230
231
233
244
245

269

272

279

Yes
No
No
No
No
No

No

No
No
No

No

No

No

No

No

No
Yes
No
Yes

No

No

No

No

Provides annual cost of living increases paid to retired members of
beneficiaries of Ohio’s state retirement system of 3% and other changes
Permits PERS-LE members with 25 years of service credit to retire with full
benefits at age 48

To reenact amendments to the Fireworks Law and other changesin the
Fireworks Law relating to fireworks incidents and their investigation
Designates April as“Ohio Child Abuse Awareness Month”

Permits township road projects to include landscaping and beattification
Establishes the Task Force on Nonprofit, Faith-Based, and Other Nonprofit
Organizations and requires that it recommend the best means for the state to
assig in providing public services

Modifies establishment of trusts to fund supplemental services for
beneficiaries with physica or mental disabilities

Provides funding for the 12th Grade Proficiency Stipend

Create the Citizens Advisory Committee within the BMV

Grants a quaified immunity from civil liability in damages and injunctive
relief to members of the firearms industry

To permit school digtricts that establish dternative schools to contract with
nonprofit or for profit entities to operate those schools, to create a one-year
conditiona teaching permit for alternative school education teachers

Puts certain restrictions on agreements and expands the relationship between
dedlers and suppliers of farm machinery and construction equipment to
include compact trailers

Gives courts authority to permit direct payment of spousal support

Permits assuming insurers to make reinsurance payments directly to an
insured or beneficiary, to introduce defenses that it believes are available to
the ceding insurer, permits insurers to invest in limited liability company
membership interest insurance companies

Authorizes counties, townships, and statutory municipalities to dispose of
unneeded, obsolete, or unfit county persona property by Internet auction

To dlow retail sdllers to receive compensation beyond 2% of the principle
balance of retail installment contracts

Creation of the Ohio Aerospace and Defense Advisory Council

Requires a State | solated Wetland Permit, fees, and mitigation

Excludes from the prohibition against awarding attorney’s feesin
declaratory relief clams the award of attorney’s fees to be paid out of trust
or estate property in accordance with equitable principles

Modifies penalties against employers who fail to submit reports, payments
and information to the Ohio Police and Fire Penson Fund

Permits the offices of village clerk and treasurer to be combined into an
appointed officer or village fiscal officer

Withdraws the state from the Interstate Compact for the Supervision of
Parolees and Probationers and joins the Interstate Compact for Adult
Offender Supervision

Allows real estate brokers licensed in other statesto transact business on
commercia property in Ohio and requires a 3 year license renewal system
Eliminates the requirements that deeds, mortgages, land contracts, |eases and
memoranda of leases of real property, memoranda of trust, certain powers of
attorney, be signed and attested to in the presence of witnesses




289

299
362
405

No

No
No
No

Removes penalty for school districts that exceed allowed number of
calamity days due to meningococcal disease

To make various budget-related corrections and adjustments

Eliminates electrocution as an option for the execution of a death sentence
Revises Am. Sub. H.B. 94 of the 124th G.A. regarding services for persons
with mental retardation and makes other budget related modifications

Yesmeans a local impact for both introduced and enacted.
No means no local impact for both introduced and enacted.



All Senate Bills Passed in 2001 that Became Law

Senate LIS Subject

Bill

1 No Dedswith changesto state academic standards, testing, and report cards

3 Yes Appliesthe Sex Offender Registration and Notification Law to persons
adjudicated delinquent children for committing a sexually oriented offense

4 No Revisethe “prompt pay” statutes applicable to third-party payers

5 Yes Revisesthe Municipal Annexation Law

11 No Authorizesthe Director of Administrative Services to investigate
impermissible uses of foreign sted in public works projects, including school
construction projects where Education Trust Fund moneys have been used, and
imposes anew civil pendty for such violations; requires the Attorney Genera
to prosecute any violations

15 No Requiresthe Division of Mineral Resources Management to adopt rules
governing the use of lime mining wastes

16 No Desgnatesthe Blaine Hill Bridge in Belmont County the state's Bicentennial
Bridge

17 No Designates June 7th as Dean Martin Day

21 No Desgnates aportion of State Route 7 within Columbiana County as the
“Mévin E. Newlin Memoria Highway”

24 No Include as agovernmenta function under the Political Subdivision Sovereign
Immunity Law the operation of a bicycle motorcross, bicycling, skating, skate
boarding, scooter riding, wall climbing, rope course, or all-purpose vehicle
facility

27 No Requiresapublic or private entity that places a child, who has been
adjudicated a ddinquent child, for adoption to inform of the child's
background; modifies child support law; creates a task force to study behaviors
of children in foster care and adoption systems

31 No Prohibit the display of Socia Security numbers on motor vehicle certificates or
registration

32 No Revisonsto the Securities Law regarding license and notice filing fees

3 No Designates the month of March as “Colorectal Cancer Awareness Month”

40 No Expands certain elements of the offenses of menacing by stalking, disrupting
public services, disorderly conduct, and misconduct at an emergency to include
emergency facility personnel

59 Yes Includes various changes to the titling process for motor vehicles, watercraft,
outboard motors, off-highway motorcycles, and al-purpose vehicles

74 Yes Adoptsrevisonsto Article 9, that were recommended by the National
Conference of Commissioners on Uniform Sate Laws

76 No Mortgage broker and loan officers regulations

7 No Amends requirements of business entities obtaining a certificate of
authorization from the State Board of Registration for Professional Engineers
and Surveyors

80 No Limitsthe prohibition against operating a vessdl at greater than idle speed or at

a speed that creates a wake within three hundred feet of certain dock and
harbor areas to vessels operating on Lake Erie or the Ohio River




97

108

110

116

117

119

136

158

164

170

No

No

No

No

No

No

No

No

No

Yes

No

No

No

To revise the statutes governing the surface and in-stream mining of minerals
other than coal

To revise the Uninsured and Underinsured Motorist Coverages Law

Clarifies procedures regarding unemployment benefits, requires that the
information be merged into one report, and modifies the threshold for penalties
for late and improper filing of quarterly reports

Repeals the Tort Reform Act, revivesthe law asiit existed prior to the Tort
Reform Act, continues any subsequent amendments made to sections in the
Tort Reform Act that have been subsequently amended

Amends ORC relative to the authority of a corporation to issue option rights or
securities having conversion or option rights with respect to shares and the
genera duties of adirector of a corporation

To exempt accredited, for-profit, non-state-assisted, baccal aureate-granting
ingtitutions from regulation by the Proprietary School Registration Board,
thereby providing for regulation by the Board of Regents aone

Establishes requirements for certain vessals containing medical gases and
requires the State Board of Pharmacy to establish a medical gases safety
program

Permits multiple transfers of service credit and contributions between the
state’ s retirement systems

To amend and repeal sections of ORC as it results from A.M. Sub. S.B. 285 of
the 121t G.A. relative to the determination of a defendant’s competency to
stand trial

To modify the laws pertaining to the administration and enforcement of food
safety programs, requires each board of health to have a member who
represents the activities licensed by boards of health

Revise law regarding organ donor designations made by persons over age 18
and the use of funds for organ donor awareness programs in schools

Conveys specified state red estate to various political subdivisons and private
interests; augments military leave benefits to state employees

Requires each child support enforcement agency to review child support orders
to determine whether federa law was complied with regarding state income
tax refund intercepts and to apply certain provisions; requires the DJFS to
distribute payments consistent with findings of the review

Yesmeans a local impact for both introduced and enacted.
No means no local impact for both introduced and enacted.



Questions regarding this report can be directed to:

Don Eckhart (614) 644-7786
or
Jeremie Newman (614) 466-9108
Ohio Legidative Service Commission
77 South High Street, 15" Floor
Columbus, Ohio 43215-6136

Also participating in preparing this report:

Annice Carter
Nancy Roberts

Anayst names are presented with each
Fiscal Note & Loca Impact Statement
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