
FR
FABRIKAM RESIDENCES

RESERVE
BALANCE
ACCOUNTS
O RC  5 7 0 5 . 1 3 ,

a n d  5 7 0 5 . 2 2 2 ,
5 7 0 5 . 2 9 ,
5 7 0 5 . 1 3 2



ORC 5705.13*

• (A) Budget Stabilization and Self-Insurance.*

• (B) Leave Accumulation for Terminated or Retired Employees.

• (C) Acquisition, Construction, or Improvement of Fixed Assets.*
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ORC 5705.13(A)*

1) To stabilize subdivision budgets against cyclical revenue and expenditure fluctuations.

• Established by Ordinance or Resolution stating purpose, fund, and amount.
• May be rescinded or reduced at any time by Ordinance or Resolution.
• Available for General Fund or Special Funds.
• Annual contribution (except DoDD) is capped at the greater of:

• 5% of preceding year revenue, or
• 1/6 of preceding year expenditures. 

• Annual contribution (DoDD) is capped at:
• Not to exceed 40% of preceding year expenditures.
• Shall be considered reasonable by the BC.
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2) To provide for payments of claims and deductibles under a 
self-insurance program.

• Established by Ordinance/Resolution stating purpose, fund,
and amount.

• May be rescinded/reduced at any time by Ordinance/Resolution.

• Available for General Fund or Internal Service Fund.

• Only one (1) permitted per purpose.

• Annual contribution is based on sound actuarial principles.
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3) To provide for payments of claims, assessments, and deductibles under a self-insurance 
program, retrospective ratings plan, group rating plan, medical only plan, deductible plan,
or worker’s compensation program.

• Established by Ordinance or Resolution stating purpose, fund, and amount.

• May be rescinded or reduced at any time by Ordinance or Resolution.

• Available for General Fund or Internal Service Fund.

• Only one (1) permitted per purpose.

• Annual contribution is based on sound actuarial principles.
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ORC 5705.13(B)
To provide for payments of accumulated sick and vacation leave or in
lieu compensatory time upon termination or retirement of employees.

• Established by Ordinance/Resolution stating purpose, fund,
and amount.

• May be rescinded or reduced at any time by Ordinance
or Resolution.

• May also be used to accumulate salaries for excess pay
period years (ex. leap year).

• Only one (1) permitted.
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• Used for accumulating  resources for acquisition,
construction, or improvement of fixed assets.
✓ Established by Ordinance/Resolution stating source, purpose, term,

and amount to accumulate* (DoDD = can’t exceed 25% of all assets).

✓ May be rescinded/reduced at any time by Ordinance/Resolution.

✓ Available for most funds.

✓ Multiple Reserve Funds are permitted.

✓ May include motor vehicles.

✓ Term shall not exceed 10 years* (except DoDD).
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ORC 5705.13(C)*
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Capital Project Funds 
(CPF)

Best Practices:

- Obtain an independent Capital Reserve Study (CRS).

- Pass a Resolution or Ordinance including:
• Asset Exhibit or CRS.
• Initial seed amount for CPF.
• Amount of money to be accrued*.
• Term (< or = 10 years)*.
• Source of resources or “parent” fund.
• Right to rescind.
• Follow Ohio Compliance Supplement standard account makeup.

- Prepare and execute an internal “Request for Fund Approval” form.
- Create the CPF and transfer seed amount as passed.
- Certify CPF Resources with County Auditor.
- Appropriate as needed following proper GAP standards.
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Capital Reserve Study 
(CRS)

• How to find a legitimate source.

▪Google “Capital Reserve Study” and obtain quotes.

▪Obtain references.

▪ Look for government experience.

• Define assets and level of granularity.

▪ Break up by department, building, burden center, etc.

▪ Establish dollar low threshold.

▪Work with CRS engineer during assessment phase.
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CRS – Capital Reserve Study
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• Obtain and interpret study results.
▪ Determine annual funding requirement.
▪ Educate department heads and electeds.

• Google available resources:
▪ Obtain “sample” study.
▪ Check for government experience.
▪ Interview and obtain proposals or quotes.
▪ Determine level of detail desired.
▪ Break out by logical departments or burden centers.
▪ Work with the assessor when doing on-site census.
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CRS – Capital Reserve Study
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Resolution or 
Ordinance
• State purpose and identify the following:

▪ Assets to include (exhibit or CRS).

▪ Source of funds (parent, loan, etc.).

▪ Initial seed money (if applicable).

▪ Amount of money to be accrued*.

▪ Term (< or = 10 years)*.

▪ Acknowledgment of money return target.

▪ Acknowledgment of right to rescind.

▪ The standard account makeup (Use Ohio Compliance Supplement 1-8).
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Resolution or Ordinance
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FR
Request for Fund Approval
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▪ Optional.

▪ No Auditor of State approval is needed (per AoS Bulletin 99-006).

▪ Have legislative authority approve.

“Request for Fund Approval” form:
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Request for Fund Approval
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▪ Optional.

▪ No Auditor of State approval is needed (per AoS Bulletin 99-006).

▪ Have legislative authority approve.

“Request for Fund Approval” form:
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Request for Fund Approval
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▪ Optional.

▪ No Auditor of State approval is needed (per AoS Bulletin 99-006).

▪ Have legislative authority approve.

“Request for Fund Approval” form:
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• Establish to Ohio Compliance Supplement Standards.

▪ https://ohioauditor.gov/references/compliancemanuals/
2022/Chapter1_2022.pdf

▪ Review OCS Section 1-8 - Reserve Balance Accounts and Funds
(OCS Pages 35-41).

▪ Review Suggested Audit Procedures and  Substantive 
Compliance Tests (OCS Pages 39-40).

CPF Compliance
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• Establish to Ohio Compliance Supplement Standards.

▪ https://ohioauditor.gov/references/compliancemanuals/
2022/Chapter1_2022.pdf

▪ Review OCS Section 1-8 - Reserve Balance Accounts and Funds
(OCS Pages 35-41).

▪ Review Suggested Audit Procedures and  Substantive 
Compliance Tests (OCS Pages 39-40).

CPF Compliance
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Certify & 
Appropriate

• Certify Funds with the County Auditor.

• Appropriate Funds if Needed.
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Common Pitfalls
• Failure to comply with all threshold requirements:

▪ Identifying source fund.
▪ Establishing total dollar threshold (maximum). 
▪ Establishing annual dollar threshold (maximum).

• Lack of independent study or expert:
▪ “We are going to build a $2m addition”.
▪ “We figured about $500k for a new roof”.

• Duplicity or conflict of Assets:
▪ Reserving for an improvement but also budgeting for it elsewhere.
▪ Reserving assets that are scheduled to be destroyed or abandoned.
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Budget Commission 
Tests

• Was the Reserve Funds properly established?

• Is the Reserve Fund lawfully termed?

• Is the Reserve Fund independently qualified?

• Is the Reserve Fund reasonable (ORC 5705.29(F))?
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ORC 5705.29 Contingency & Reserves

• ONLY permitted if tax budget is not waived per ORC 5705.281.

– ORC 5705.29(A)(1)
• Non-School contingency expense – up to 3% of current appropriations.

• Schools contingency expense – up to 13% of current appropriations.

– ORC 5705.29(E)
• Schools – May utilize voluntary contingency reserves for proposed levies up to 25% of the levy.

– ORC 5705.29(F)
• Budget Commission restriction on Reserve Balance accounts unless considered “unreasonable”.
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ORC 5705.132 (Townships Only)

– Reserve Balance Account

• For purposes other than established under ORC 5705.13.

• Established by Resolution.
– State purpose.

– Fund within account is established.

– Fund or account which money is sourced.

– Term (not to exceed 5 fiscal years, beginning with the year created.

– Total amount accumulated (not to exceed 5% of total revenue for preceding year).

• Reserve balance is not considered part of unencumbered balance.

• More than one may be established.
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Thank You.

QUESTIONS?


