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Ohio Legislative Budget Office: a nonpartisan agency providing fiscal research for the Ohio General Assembly
77 South High Street, 8th Floor, Columbus, OH 43266-0347    E-mail: BudgetOffice@LBO.STATE.OH.US

BILL: Am. H.B. 56 DATE: March 20, 1997

STATUS: As Passed by the Senate SPONSOR: Rep Callender

LOCAL IMPACT STATEMENT REQUIRED: No Permissive           

CONTENTS: By reinstating language previously deleted, again would permit a school board to
employ nonlicensed persons under administrative contracts if the employees are
considered supervisory or management personnel for purposes of collective bargaining;
and would permit a school district in fiscal emergency, upon electors' approval of a new
operating levy, to issue securities of maturities not to exceed ten years for the purpose
of restructuring its debt
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• No direct fiscal effect on the state.
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LOCAL GOVERNMENT       FY 1997 FY 1998 FUTURE YEARS
Certain School Districts and Educational Service Centers
     Revenues - 0 - - 0 - - 0 -
     Expenditures Potential minimal effect Potential savings Potential savings

• By reinstating the permission for school districts and educational service centers to hire nonlicensed persons
under limited administrative contracts to be supervisors or managers for purposes of collective bargaining,
the bill would preclude potential costs of terminating contracts with such employees.

• The savings could be considerable because the termination of contracts could involve hearings,
consultations and litigation.

• The issuance of new securities in a restructuring of a school district’s debt would increase the district’s
overall debt burden, although the ten-year limit on maturities would act to contain it.  The debt service level
would increase but the required new operating levy would help to defray that additional cost.
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Employment of non-licensed personnel

The bill reinstates the permission for school districts and educational service centers to
hire nonlicensed persons under limited administrative contracts as long as the employees are
considered supervisory or management personnel for purposes of collective bargaining.
Examples are cafeteria workers or bus drivers who are promoted to supervisory positions on
contracts of up to three years’ duration.  The amendment declares an emergency, in order to
restore contracting authority to school districts in time for the next fiscal year.

This permission existed in law prior to the enactment of S.B. 230 by the 121st General
Assembly.  That act, however, effectively removed the above-described personnel from the
definition of “other administrator”, which describes the personnel to whom the permission
applies.  Thus, such contracts with nonlicensed personnel are no longer specifically covered by
existing statute.  The permission for these contracts would be reinstated by this bill, by
augmenting the definition of “other administrator” in the current Revised Code (section 3319.02,
division (A)) to include such nonlicensed personnel.  Thus, H.B. 56 seeks to return these
personnel to the situation that existed before S.B. 230.

The applicable sections of S.B. 230 became effective on October 29, 1996.  By that date,
however, the school districts and educational service centers would already have contracted for
the current 1996-97 school year with the vast majority of their nonlicensed administrators.

Thus, the current law would be expected to have its chief fiscal effects beginning with
contracts for the 1997-98 school year, although those (probably few) new or renegotiated
contracts signed during the 1996-97 school year would be the first ones affected.  Therefore, any
of these few 1996-97 contracts entered into after the effective date of this bill would be the first
ones that would be affected by this bill.  Given their probably small number, the fiscal effects for
the current year are expected to be minor.

The major fiscal effect of H.B. 56 would arise from annual differences in contract
administration costs between the two cases: (a) if nonlicensed personnel were to continue to be
excluded from the “other administrator” category; and (b) if H.B. 56 were to become effective,
thereby reinstating nonlicensed personnel in that category.

Since the contracts’ financial terms would probably be similar in either case, no major
fiscal effect is anticipated from the contracts themselves.  However, there is a potential effect
that could arise from school districts’ efforts to terminate such contracts.  Under current law,
given that such employees are excluded from “other administrators”, their contracts might no
longer be terminable simply by the boards’ issuing written notices not to reemploy, as section
3319.02 provides.  If so, the termination processes could prove to be significant and costly to the
boards, as they could include hearings, consultations and litigations.  H.B. 56, however, would
preclude those costs by allowing the termination process to again be governed by section
3319.02.

Depending on the various situations encountered, the difference between the termination
costs in the two cases could vary greatly; hence, a wide range is possible in the above table of
potential savings.
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Issuance of securities

The bill would enable a school in fiscal emergency to issue new securities under several
conditions:

• The purpose would be to restructure outstanding debt.
• The electors of the district would have to approve a new operating levy that is not a

renewal or replacement levy.
• The new securities issue, as well as the district’s financial plan, would have to be

approved by the district’s financial planning and supervision commission.
• The original maturities could be extended by not more than ten years.
• The repayments would not be allowed to be included in any subsequent restructuring.

Further, the debt obligations issued under the securities law would have to include assurances
that the amount of such debt would not exceed the amount certified as acceptable by the
superintendent of public instruction.

An increase in a district’s overall debt burden would, obviously, not be desirable,
especially when it is in fiscal emergency.  However, such an issue might have no alternative; and
there are two mitigating factors: the limits on the amounts of the new securities and the extension
of the original maturities.  At any rate, the district would incur additional debt service and over a
longer period of time, so its annual costs would increase.  These increased costs would be
defrayed, at least in part, by the proceeds from the required levy of new operating revenues.

❑ LBO Staff: David Price, Budget/Policy Analyst


