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Guest Column from State Representative Lou Terhar 
FISCAL RESPONSIBILITY IN GOVERNMENT ACT 

 
With the recent municipal bankruptcies of Stockton, California and most recently, Detroit, I felt it 
necessary to research the financial health of Ohio’s political subdivisions. Based on the most recent 
information from State Auditor David Yost, there are 24 local governments, including one county in 
Ohio, that are in fiscal emergency. This includes the cities of Garfield Heights, Mansfield and East 
Cleveland; three cities that are in fiscal watch, including Lorain, Norwood and Portsmouth; and four 
jurisdictions that are in fiscal caution, including the cities of Akron and Chillicothe. Further, Moody’s 
has recently downgraded the bond rating of the City of Cincinnati.  
 
There are multiple reasons that local jurisdictions are in financial difficulty, including the Great 
Recession, the reduction of the state’s Local Government Fund (LGF), the elimination of the estate 
tax and questionable financial decisions made at the local government level.  
 
The state government of Ohio is bound by conditions of the Ohio Constitution to maintain a 
balanced budget, limit its total public debt and maintain a strict actuarial standard for the funding 
of public pension funds. In the case of fiscal discipline, I believe that all political jurisdictions in our 
states should be subject to Ohio’s constitutional standards for financial responsibility. Therefore, at 
the beginning of the fall session of the legislature, I will introduce the Financial Responsibility in 
Government Act.  
 
The proposed legislation would include the following financial requirements for Ohio’s political 
subdivisions:  
 

1) All governmental subdivisions in the state will be required to operate their annual budgets 
without deficit spending. The balanced budget requirement applicable to the state under 
the Ohio Constitution will also apply to all of the state’s political subdivisions.  

2) Indebtedness undertaken by any political subdivision in Ohio must comply with the total 
indebtedness and debt funding requirements that are applicable to the State of Ohio.  

3) All political subdivisions of the State of Ohio who sponsor any type of public pension plan 
must comply with the actuarial requirements that are currently in place for the State of 
Ohio.  

 
The overall intent of this proposed legislation is to ensure that all of Ohio’s political subdivisions 
operate in a fiscally prudent manner, maintain balanced budgets, avoid indebtedness levels that 
would jeopardize future budgeted service levels, and protect the pensions of public employees who 
anticipate some level of pension benefit.  
 
Municipal bankruptcies hurt not only the political entity going through bankruptcy and its local 
residents; they also negatively affect the economic health of the region. State resources are 
stretched thin because of new unemployment claims, added health care costs, and a whole host of 
social services. We in the legislature have an obligation to protect all of our constituents.  
I understand this is a delicate issue that crosses party lines. When the legislature reconvenes in the 
fall, I look forward to receiving input from my colleagues and interested parties. I also welcome any 
suggestions you all may have on improvements to this proposed legislation.  
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Rep. Terhar may be reached by calling (614) 466-8258, e-mailing District30@ohr.state.oh.us, or 

writing to State Rep. Louis Terhar, 77 South High Street, Columbus, Ohio 43215. 
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