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(The second installment of this two-part article addresses the Local Government Fund from the 1990s to 

the present). 

 

1990s 

During the 1990-91 recession, Ohio faced economic conditions that required tax increases and 

expenditure decreases to maintain a balanced budget.  HB 298 (FY 1992-93 operating budget) and HB 

904 (a budget balancing bill) temporarily suspended the funding percentages for both the LGF and 

LGRAF from January 1992-July 1993, thus “freezing” the distributions.  Additional revenues that 

normally would have flowed into the local funds were instead kept in the GRF.  In CY 1992, the 

distributions from the two funds equaled the amounts distributed in 1991.  From the period of January-

July 1993, the distributions equaled the amount distributed in the January-July 1992 distributions.  In 

addition, beginning in July 1993, the funding percentages of the LGF and LGRAF were reduced from 4.6 

percent to 4.2 percent and from 0.65 percent to 0.6 percent, respectively.  However, even though these 

percentages were reduced, revenue growth due to economic recovery offset the impact of the reduction.  

The end result was slight growth in actual distributions from the two funds. 

 

SB 3 (123
rd

 General Assembly), the electric utility restructuring bill, enacted a kilowatt-hour tax on 

electric utilities beginning June 2001.  The bill also removed electric utilities from the public utilities 

excise tax rolls and made them subject to  the corporate franchise tax.
1
  A portion of the revenue from the 

kilowatt-hour tax was earmarked for the Local Government Fund (LGF) and the Local Government 

Revenue Assistance Fund (LGRAF).  The LGF and LGRAF were to receive 2.464 percent and 0.378 

percent, respectively.  This  contribution level was the equivalent of 4.2 percent and 0.6 percent, 

respectively, of the kilowatt-hour tax collections remaining after amounts are credited to the local 

government and school district property tax replacement funds.   

 

2000s 

The 2000-01 recessionary period kicked off a series of “freezes” and reductions to the LGF and LGRAF 

that lasted for over a decade in various forms.  HB 94 (124
th
 General Assembly, FY 2002-2003 biennial 

operating budget) enacted a “freeze” in which each county undivided LGF (CULGF), each municipality 

receiving a direct LGF distribution and each county undivided LGRAF would receive the same amount as 

it received in FY 2001.  During each month from July 2001-May 2002 and then July 2002-May 2003, the 

funds received the same amounts as they received in the corresponding month of the July 2000-May 2001 

period.  In addition, for the months of June 2002 and June 2003 the funds received the same amount as 

was received in June 2000.   

                                                           
1 The bill also reformed property taxation for electric utilities, but that is not relevant to the LGF and out of scope for this article.   



 

Revenue performance was so poor for much of the FY 2002-2003 period that freezing the distributions to 

the FY 2001 level actually started to result in a higher level of distributions than would have normally 

occurred had no freeze been put into place.  Corrective legislation was passed during this period to negate 

that effect.  HB 405 and HB 390 (124
th
 General Assembly) allowed the General Revenue Fund (GRF) to 

be credited in February 2002, June 2002, February 2003 and June 2003 the difference between the “base 

year freeze amounts” (July 2000-June 2001) and the amounts actually deposited in the LGF and LGRAF, 

as if the funds had not been frozen.  A proportional share of the amount credited to the GRF from the 

LGF and LGRAF could reduce each recipient’s distribution.  Additionally, there were no amounts 

credited to the two local funds from the kilowatt-hour tax during the freeze.   

 

HB 40 (125
th
 General Assembly) further reduced the LGF and LGRAF (and the Library and Local 

Government Revenue Assistance Fund; now called the Public Library Fund) by “up to $30 million” to 

address state budgetary shortfalls for FY 2003.  Timing and method of this reduction was left to the 

discretion of the Office of Budget & Management.  This was accomplished by reducing the LGF by $25.3 

million and the LGRAF by $3.7 million.   

 

HB 95 (125
th
 General Assembly, FY 2004-2005 biennial operating budget) continued the freeze on 

deposits and distributions to the LGF and LGRAF.  During FY 2004-2005, each recipient received the 

same amount it received in FY 2003.  The state saved $127 million in FY 2004 and $241 million in FY 

2005 as a result of the freeze on all three local revenue sharing funds (LGF, LGRAF and LLGSF), with 

the LGF and LGRAF components being $100 million and $162 million in FY 2004 and FY 2005, 

respectively.  The dealers in intangibles tax distributions were not affected by the freeze. 

 

HB 66 (126
th
 General Assembly, FY 2006-2007 biennial operating budget) continued the freeze on 

deposits and distributions from the LGF and LGRAF through FY 2006-2007.  Amounts deposited into the 

funds from July 2005-June 2007 are equal to the amounts deposited during the period of July 2004-June 

2005.  The bill also guaranteed that no county subdivision would receive a share of the CULGF during 

the July 2005-June 2007 that would be less than the amount that was distributed to them from the CULGF 

during the July 2004-June 2005 period, unless that subdivision otherwise consents.  In addition, the bill 

provided a “reconciliation” mechanism.  In June 2006 and June 2007, the Tax Commissioner would 

compare the amounts distributed to the fund under the HB 66 freeze in the respective fiscal years with 

those that would have been distributed under permanent law (as if the freeze did not exist) as it existed at 

the time.  If  the amount actually distributed exceeded the amount calculated under permanent law, then 

an amount equal to that difference will be subtracted from the income tax revenue credited to the LGF 

and LGRAF and will be maintained in the GRF.
2
 

 

 

 

 

                                                           
2 HB 530 (126th General Assembly) was a “budget language corrections” bill for HB 66.  One of the items corrected pertained to 

the freeze.  HB 66 prohibited counties from re-allocating their respective subdivisions’ share of the CULGF.  It clarified a 

potential conflict created in HB 66.  HB 530  provided that the freeze in this “re-allocation” of the CULGF did not apply when 

there is a population change which would alter the county’s distribution formula for the CULGF (statutory or alternative 

method).   



House Bill 119 (127
th

 General Assembly; FY 2008-2009 Biennial Operating Budget) 

HB 119 (127
th
 General Assembly; FY 2008-2009 biennial operating budget) made landmark changes to 

all three of the state’s local government distribution funds (LGF, LGRAF and LLGSF).  The bill 

completely overhauled the LGF and LGRAF: 

 

 Extended the freeze through CY 2007.  CY 2007 distributions were made 

equal to distributions made in the same month in CY 2006. 

 Consolidated the LGRAF into the CULGF.  Beginning January 2008, the 

LGRAF is eliminated and no further monies were distributed from that fund.   

 Provided a new funding mechanism.  Starting in January 2008, the LGF will 

receive 3.68 percent of the prior month’s GRF tax revenue.
3
 

 Altered the LGF distribution formula to both the counties and the direct 

municipal LGF distribution.   

 No change was made to the dealers in intangibles tax distributions. 

 

A dramatic change in the LGF distribution formula began January 2008.  Neither the LGF or LGRAF 

distribution formulas had been in effect during the “freeze” periods that began in July 2001.  The 

underlying factors of the LGF formula (notably, relative size of municipal property valuation) had 

changed greatly during this six year period.  This meant that reactivating the statutory formula would 

cause large distributional shifts amongst the counties.  To address these dislocations, HB 119 

consolidated the LGRAF into the LGF and set the distribution method as: 

  

 Each county is to receive their relative share based upon their combined CY 

2007 CULGF and LGRAF distribution.  Example:  In CY 2007, Adams 

County received 0.13 percent of the total CULGF and LGRAF distribution; 

therefore from January 2008 forward, they will receive 0.13 percent of the 

CULGF. 

 Municipalities that had been receiving the direct municipal LGF distribution 

receive their relative share based upon their CY 2007 distribution.  Example:  

In CY 2007, Manchester in Adams County received 0.001 percent of the 

total direct municipal LGF distribution in CY 2007; therefore from January 

2008 forward, they will receive 0.001 percent of the direct municipal LGF.
4
 

 

The combined CULGF and LGRAF for CY 2007 totaled $698,661,558 (92.3 percent of grand total) and 

the direct municipal LGF distribution totaled $58,120,885 (7.7 percent of grand total) for a grand total of 

$756,782,443.  Each month, once the LGF total is determined by multiplying the 3.68 percent against the 

previous month’s GRF tax revenue deposits (with the previous month’s LGF and LLGSF deposit added 

                                                           
3 An addback provison was put in place so that in addition to the previous month’s GRF tax revenue deposits the previous 

month’s LGF and LLGSF deposits were included in the base that the current month’s distribution was calculated. 
4 One item of note:  Prior to HB 119, permanent statute based the direct municipal LGF on the municipalities relative share of 

municipal income taxes.  During the six years of the various freezes, there was a de facto prohibition on new municipalities from 

receiving the direct municipal LGF if they were previously not receiving it.  Therefore, if a municipality did not already levy a 

municipal income tax and were receiving the direct municipal LGF, they were not going to receive it under the freezes and not 

going to receive it under HB 119 as HB 119 began with who was receiving distributions in CY 2007. 



back), the LGF is split between the CULGF and the direct municipal LGF using the aforementioned 

percentages.   

 

Once the CULGF and direct municipal LGF amounts are determined, each county and municipality 

receive its corresponding shares.  If at any point during the calendar year, the total CULGF distribution 

exceeds the CY 2007 combined LGF/LGRAF amount of $698,661,558, the excess is distributed among 

the counties by their population percentage (based upon the previous year’s U.S. Census annual estimate).  

If at any point during the calendar year, the total direct municipal LGF distribution exceeds the CY 2007 

direct municipal LGF distribution amount of $58,120,884.98, the excess is distributed among the counties 

by their population percentage (based upon the previous year’s U.S. Census annual estimate).  The direct 

municipal LGF was not to receive any growth in its distributions.   

 

As the LGRAF ceased to exist, the distribution formula provided for the counties’ distribution of their 

undivided LGRAF ceased to exist as well.  The statutory and alternative formulas for the CULGF 

remained in place.   

 

House Bill 153 ( 129
th

 General Assembly; FY 2012-2013 Biennial Operating Budget) 

HB 119 (129
th
 General Assembly; FY 2012-2013 biennial operating budget) phased in the LGF funding 

mechanism that is, with a few alterations, still currently utilized.  For the August 2011-June 2013 period, 

the percentage of revenue method of funding the LGF was temporarily suspended.  Instead of receiving 

distributions each month tied to the amount of the previous month’s GRF tax revenue (with LGF and PLF 

addback), the fund received a designated percentage of the amount it received during the “base year” 

period of FY 2011 (July 2010-June 2011).  For the August 2011-June 2012 period, the LGF received 75 

percent of the amount it received in the corresponding month during the August 2010-June 2011 period.  

During the July 2012-June 2013 period, the fund received 50 percent of the amount it received in the 

corresponding month during the July 2010-June 2011 period. 

 

The “split” between the CULGF and direct municipal LGF as set in HB 119 is maintained (92.3 

percent/7.7 percent) as are the provisions for the distribution of the excess.  However, there was a 

minimum guarantee for the CULGF as well as some additional funding.  First, if a county received less 

than $750,000 in total for FY 2011, then it would be held harmless against the two reductions during the 

FY 2012-2013 period.  In addition, if a county who was receiving above $750,000 in total for FY 2011, 

then that county was guaranteed to get $750,000.  The guarantee resulted in approximately $1.3 million in 

additional LGF funding in FY 2012, and $5.1 million in FY 2013.  Additionally, the bill provided that the 

counties (via the CULGF) would share proportionately an additional $49.27 million in funding for the 

August 2011-June 2012 period.  Each county and municipality still received their individual share of the 

CULGF and direct municipal LGF in the same relative percentage shares set in HB 119.   

 

Beginning January 2012, the dealers in intangibles tax will be 100 percent credited to the state GRF.  This 

redirected the 5/8
ths

 of the tax’s revenue that was being allocated to the counties via the CULGF to the 

state.   

 

The percentage of revenue method was set to return July 2013.  This was done as a one-time calculation 

for the monthly percentage to be used.  It was based upon  dividing the total LGF distribution amount for 



FY 2013 and dividing that by the total GRF tax revenue for FY 2013.  This was determined to be 1.66 

percent.  The calculation is still against the previous month’s GRF tax revenue deposits plus the addback 

of the previous month’s LGF and PLF distributions.  This percentage is still utilized today for the PLF. 

  

 

HB 59 (130
th

 General Assembly; FY 2014-2015 Biennial Operating Budget) 

As mentioned above, the percentage of revenue method was set to return July 2013.  HB 59 delayed it to 

August 2013 for the LGF due to distribution changes given in the bill.  The one-time calculation to obtain 

the LGF and PLF percentages provided in HB 153 was calculated in July 2013 to be 1.66 percent of GRF 

tax revenue sources for both.   

 

HB 59 contained no modifications to the direct municipal distributions of the LGF.  The same issue 

created under the “freezes” exists where municipalities that subsequently implemented a municipal 

income tax are still locked out of receiving a direct municipal distribution of LGF.   However, the bill 

codified the minimum guarantee for the CULGF given in HB 153.  It provided for no state mechanism to 

cover the cost of the guarantee.  In order to provide those 23 counties that were on the guarantee in FY 

2013 with the funds to maintain the minimum, a proportionate share each month was re-allocated from 

those above the minimum guarantee. Therefore, counties receiving more than $750,000 in CULGF were 

subsidizing the counties that were on the guaranteed minimum.  This provided a couple of different 

unintended effects that are still in existence.  First, the setting of the guarantee looks at those that were on 

it during FY 2013.  There were some counties that were just under or just over the $750,000 mark, 

without taking the guarantee into account.  Therefore, if state revenues grew in such a way that a county 

that was just under the $750,000 guarantee without taking the monthly subsidy into account, the county 

would be over $750,000.  But, as Taxation would not know that would occur until the end of state fiscal 

year, that county would still be receiving the subsidy from July-May.  Therefore, a reconciliation is done 

in June of each year to return the subsidies received to the contributing counties. These counties could 

“grow out” of being a recipient of the subsidy to being a contributor. Similarly, we have a reconciliation 

in place for counties that were just above the $750,000 threshold and we had declining revenues.  

Meaning that state revenues fell to a degree that the CULGF distribution to a county during a fiscal year 

drops fall below $750,000, yet during the fiscal year the county was contributing to the subsidy for the 

recipient counties.  In June, a reconciliation is done to bring that county back up to the $750,000 

guarantee.  Therefore, such counties would then become a recipient of the subsidy and not a contributor.    

We have seen the first instance (counties moving to contributors), but have yet to see the second (counties 

becoming recipients).   

 

Second, the calculations given in HB 119 for the distribution of the excess is done on a calendar year 

basis.  However, the guarantee is calculated on a state fiscal year basis.  Even though due to the reduction 

in amount distributed to the LGF in HB 153 made it so there would never be a distribution of the excess 

(unless state GRF tax revenues doubled or a doubling of the LGF’s percentage of state GRF tax revenue), 

the calculation remains in statute.  Therefore, these calculations must still be made and verified each year. 

 

HB 64 (131
st
 General Assembly; FY 2016-2017 Biennial Operating Budget) 

There were three items contained in HB 64 that affected only the direct municipal LGF distribution.  

First, it redirected $5 million in FY 2016 ($416,666.67/month) and $10 million in FY 2017 ($833,333.33/ 



month) from the direct municipal LGF distribution to the Law Enforcement Assistance Fund.  Second, it 

redirected a total of $12 million each year of the biennium to small villages and townships ($1 

million/month).  $10 million ($833,333.33/month) is to be distributed to townships, with 50 percent being 

allocated by lane miles and 50 percent in equally shared proportions to each township.  Two million 

dollars ($166,666.67/month) are directed to “small villages” with 50 percent to be allocated by lane miles 

and 50 percent by population.
5
  As mentioned, the monies are redirected from the direct municipal LGF 

distribution to these purposes.  The distribution for the townships and small villages flows through the 

county.  Taxation provides the County Auditor with a breakdown sheet to further allocate those funds to 

their respective townships and small villages.  

The third item relates to municipal use of traffic cameras and withholding direct municipal LGF for those 

municipalities that use such cameras without direct police monitoring.  As this is currently being litigated, 

this provision will not be discussed here. 

Table 1 displays the Local Government Fund and dealers in intangibles tax distribution from calendar 

year 2010 through 2014. 

Table 1:  Local Government Fund and Dealers in Intangibles Distributions, Calendar Years 2010-2014 

Local Government 
Fund 

Dealers in Intangibles 
Tax 

LGF and Intangibles 
Tax Combined 

Calendar Year Amount 
Percent 
Change Amount 

Percent 
Change Amount 

Percent 
Change 

2010 $649,981,842 $13,534,972 $663,516,814 

2011 648,162,293 -0.3% 13,751,305 1.6% 661,913,598 1.40% 

2012 464,967,126 -28.3 6,619 -100.0 464,973,745 -0.2 

2013 357,452,112 -23.1 0 -100.0 357,452,112 -29.8 

2014 350,096,602 -2.1 0 N/A 350,096,602 -2.1 

Source: Ohio Department of Taxation 

 Conclusion 

This concludes the second and final portion of the history of the LGF.  A listing of various resources are 

given below.  If you have questions or concerns regarding the actual payment of the funds, please contact 

Johnathan Heckert in Taxation’s Revenue Accounting Division at (614) 466-7150.  If you have question 

on methodology and the formula itself, please contact Ernest Massie in the Tax Analysis Division at (614) 

466-0694.   

 and related items:  To view distribution amounts, official forecasts 
http://www.tax.ohio.gov/Government/distributions.aspx.

o Also

http://www.tax.ohio.gov/tax_analysis/tax_data_series/local_government_funds/publicati

ons_tds_local.aspx

5
 “Small villages” are defined as those having a population of 1,000 or less in the 2010 Census. 

http://www.tax.ohio.gov/Government/distributions.aspx
http://www.tax.ohio.gov/tax_analysis/tax_data_series/local_government_funds/publications_tds_local.aspx


 To view the Department of Taxation’s Annual Report, which contains sections on the LGF and 

PLF, visit:  http://www.tax.ohio.gov/communications/publications.aspx 

 For some explanatory documents related to various legislative changes to the PLF and LGF, 

visit: 

o http://www.tax.ohio.gov/Government/revenuesharing.aspx 

o http://www.tax.ohio.gov/portals/0/research/LGF_presentation.pdf 
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