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. . . P STATUS OF THE GRF
Tax revenues were mixed in October, with six categories finishing below

the estimate and five categories finishing above. The various shortfalls fRgking the Economy ..... 59
overages would have roughly canceled each other out, if not for the big $17 &nsumer Confidence
million overage in the estate tax. The estate tax pushed total tax collectiorrsicators Remain Strong
$15.2 million over the estimate for the month. Despite Slowdown in
Consumer Credit

For the year, tax revenues are $43.3 million over estimate — a variancgeQfnues .......ooovvveiei ... 60
1.1 percent — with growth of 6.1 percent from last year. The biggest overaggtate Tax Overage Pushes
is in the non-auto sales tax, which is $17.3 million over estimate. The onlyfaxRevenues $15.2
other overage above $10 million is in the estate tax ($10.1 million). The Octobéfillion Over Estimate for
shortfall shrank the year-to-date income tax overage to $9.1 million. Four opctober
the twelve tax sources — not counting the soft drink and racing taxes — a QUELESMOAETIE

; ategories Mixed, Small
below estimate for the year, but the amounts are small. Deviations From Estimates

_ * Non -Auto Sales Tax
In non-tax revenue, federal reimbursement bounced back part way iOverage Increase, While

November, shrinking the year-to-date shortfall to $43.8 million. This shortfallAuto Sales Tax Falls Short
is roughly what one would expect given the underspending so far in Medicai

i
and the other welfare programs that draw federal matching money. D-'%ftr;f)gesngzr{ai}i'g' .E.»;:.I-c;\./\./63

. . - . Estimate by $113.9 Million;
Disbursements from the GRF in October were $113.9 million under estimat@jnderspending Continues

The October variance, the largest so far this year, amplified the alreadyMost Categories
pronounced trend of underspending. Through October, total GRF outlay@elfare and Human

(including transfers) were $263.7 million below estimate. Services Under Estimate by
$58.8 Million, Due to

Almost every spending category is below estimate for the year. The onI)?ﬁggﬁg'xgpggéﬂﬁag‘ower_

significant exception is property tax relief, which is $15.4 million above thecapitation Rates, Line Item
estimate. Since tax relief payments in each month so far have been well off tiRgstructuring
estimate, but the year-to-date variance is not that large, the best explanationPtoperty Tax Relief Below
this point is that the estimated pattern of monthly settlements is in error, bifstimate for October, but
the overall assumptions about annual payouts are still reasonable. Year-to-Date Overage
Continues

The welfare and human services category was $58.8 million below estimate
in October, and the year-to-date variance is now $145.2 million. Medicaid is
$55.2 million below estimate, due to the continuing decline in the Aid to
Dependent Children (ADC) caseload and lower-than-expected health ,
maintenance organization (HMO) capitation rates. The falling ADC caseload €074edonnext page)
has led to underspending across most Medisaidlice categories, with the
notable exception of prescription drugs.
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TABLE 1
General Revenue Fund
Simplified Cash Statement

(% in millions)
Month Fiscal Year
of October 1997 to Date Last Year Difference
Beginning Cash Balance ($334.8) $1,138.5
Revenue + Transfers $1,656.8 $5,310.0
Available Resources $1,322.1 $6,448.5
Disbursements + Transfers $1,508.7 $6,635.1
Ending Cash Balances ($186.6) ($186.6) ($538.0) $351.4
Encumbrances and Accts. Payable $507.6 $494.9 $12.7
Unobligated Balance ($694.2) ($1,032.9) $338.8
BSF Balance $828.3 $828.3
Combined GRF and BSF Balance $134.2 ($204.6) $338.8

In the ADC category itself, a reclassification of spending has made ADC
spending look much lower and has boosted “Other Welfare” spending. In
response to the new federal block grant program for poor families, Ohio
opted to replace its AD@rogram with the TANF program on October 1,
1996, the effective date of the Personal Responsibility and Work Opportunity
Reconciliation Act (H.R. 3734). Ohio made the switch at the beginning of
federal fiscal year (FFY) 1997, rather than waiting until July 1, 1997, in
order to get more federal matching money. By switching to the new block
grant program at the first opportunity, the Department of Human Services
estimates that the state will receive a windfall of around $40 million in
federal funds in federal FY 1997.

Because of the switch from ADC to TANF, spending that formerly was
in the ADC GAAP category has moved over to the Other Welfare GAAP
category. Since the monthly spending estimates for FY 1997 were done
without this change in mind, ADC spending will be far below estimate and
Other Welfare spending will be far over estimate for the remainder of the
year, unless OBM and LBO restructure their estimates.

Year-to-date primary and secondary educatmending was $65.3 million
under estimate through October. Currently, OBM and LBO expect foundation
payments to come back into line with the estimates in November. If this
happens, and the $39.4 million in nonpublic administrative cost
reimbursement — originally scheduled to be paid in September — is released,
spending should be much closer to the estimate.

The $15.0 million underspending in higher education appears to be the
result of overestimates of funding needs by the Ohio Student Aid
Commission (OSAC). While it is still early in the fiscal year, it looks like
the OSAC may lapse some appropriations in FY 1997.

Total outlays for FY 1997 are just slightly higher than for FY 1996 at the
same point. Agency spending, while far below estimate, is up 6.1 percent
from last year. However, the spending increase is almost completely offset
by a decrease in transfers out of the GRF to other funds. Last year, the GRF
made $858.2 million in transfers in July: $535.2 million to the Budget
Stabilization Fund (BSF) to meet the 5 percent balance target, and $311.0
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million to a variety of other purposes. This year, the GRF transfers have been reduced by over $300 million.
Last year’s big surplus went to beefing up the BSF and helping school districts; this year’s surplus was used to
provide a big personal income tax cut to Ohio taxpayers ($400.8 million) and to provide additional moneys for
SchoolNet Plus ($100 million) and the State Infrastructure Bank ($30 million).

Owing mostly to the fact that fewer transfers have been made from the GRF this year, the unobligated GRF
balance is $338.8 million larger this year. Since the BSF is unchanged new transfers, and its interest
earnings are being diverted elsewhi@rghe change in the combined GRF and BSF balance is identical to the
change in the GRF balance.

TRACKING THE EcoNomy
— Frederick Church

The Federal Reserve received some support for its decision not to raise short-term interest rates, pending the
arrival of third quarter economic data. Real GDP growth dropped from 4.7 percent in the second quarter to 2.2
percent in the third quarter. The slowdown was the result of a cutback in consumer spending. After rising 3.4
percent in the second quarter, consumer spending gained only 0.4 percent in the third quarter. This was the
smallest growth figure in four years. Inventory buildup was also higher than expected in the third quarter, at
least according to the initial estimates. If the inventory numbers are not subsequently revised downward
substantially, then one can expect slower GDP growth in the fourth quarter as well, as suppliers seek to sell
excess inventory before increasing production.

The slowdown in consumer spending is being driven primarily by a slowdown in consumer credit. Consumer
debt had been growing at explosive, double-digit rates, but rising debt to income ratios, increased personal
bankruptcies, and rising credit card delinquency rates have made both consumers and lenders more cautious.
The WEFA Group has calculated that total monthly debt payments — including mortgage payments, installment
debt payments, and vehicle leases — as a percentage of disposable income are very close to the previous peal
of 17.8 percent in 1989This has contributed to making consumers more cautious in borrowing and financial
institutions more cautious in lending. Much of the expansion of consumer debt has probably been due to positive
expectations about the labor market. In fact, job growth has been steady and the unemployment rate has stayed
at very low levels for some time. Compensation growth has been slow but steady. However, most consumers
can probably tell that the labor market is probably near its peak — at least in terms of unemployment — and
that it is time to be more cautious about debt.

While consumers have slowed their debt growth, most analysts are not looking for a consumer retrenchment
for the holiday season. Both of the widely used indicators of consumer confidence, the Conference Board’s
consumer confidence index and the University of Michigan’s index of consumer sentiment, posted strong readings
again in October (although the Conference Board’s measure declined from the prior month). With real disposable
income growth running at 2.0 percent to 2.5 percent, and inflation still slightly below 3 percent, one can expect
consumer spending to increase in line with nominal income growth, roughly 5.0 to 5.5 percent growth at annualized
rates. While this represents a slowdown from the recent past, where increases in debt have allowed consumer
spending to increase faster than disposable income, the slowdown should not be so sharp as to seriously harm
overall growth.”
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REVENUES Table 2
General Revenue Fund Income
— Frederick Church Actual vs. Estimate
Month of October, 1996
Tax revenue was $15.2 ($ in thousands)

million over estimate in
October, increasing the year
to-date overage to $43_3 TAX INCOME Actual Estimate* Variance

million. The overglldewatlon Auto Sales $55,251 $58,377 ($3,126)
from estimate is only 1.1| Non-Auto Sales & Use 369,658 357,966 11,692
percent, and most of the Total Sales $424,909 $416,343 $8,566

REVENUE SOURCE

individual categories show| personal income $412,523 $420,300 ($7,777)
Only Sma” percentage errors Corpora’[e Franchise 20,861 16,559 4,302

. Public Utility 213,356 215,040 (1,684)
The biggest year-to-date| — towl Major Taxes $1,071,648 $1,068,242 $3,407

overage is in the non-auto

sales tax, which is $15.4 Foreign Insurance $135,700 $142,100 (%$6,400)

Domestic Insurance 0 0 0

million above estimate. The| Business & Property 34 225 (191)

: HIR Cigarette 25,306 24,778 529
estate tax_ is $10.1 million o Drink 0 o o
over estimate, and the| aicoholic Beverage 4,054 3,865 188

personal income tax is $9.1 Liguor Gallonage 2,023 2,228 (205)
ili ti te. Th Estate 30,656 12,750 17,906
milliion over estimate. ere Racing 0 0 0

are smaller overages in  Total Other Taxes $197,772 $185,945 $11,826

sev_eral other taxes, and ng [_Total Taxes $1,269,420 $1,254,187 $15,233 |
major shortfalls to report.

NON-TAX INCOME

. In I’lOI’l-t8:X reve?nuez the Earnings on Investments $0 $0 $0

biggest variance is still in| Licenses and Fees 8,637 5,850 2,787

i Other Income 8,351 6,000 2,351

federal reimbursement, Non-Tax Receipts $16,988 $11,850 $5,138

although the strong
performance in October| IRANSEERS

trimmed the year-tc_)-_date Liquor Transfers $6,000 64500 1 500
shortfall to $43.8 million. | Budget Stabilization 0 0 0
Based on LBO calculations,| 2ther Transfers in 0 0 0

o oo . Total Transfers In $6,000 $4,500 $1,500
this figure is in line with what
one would expect based or TOTAL INCOME less Federal Grants $1,292,408 $1,270,537 $21,871

the current underspending i regeral Grants $364,436 $349,316 $15,120

human services programs —
Medicaid TANE. etc. — that | TOTAL GRF INCOME $1,656,844 $1,619,853 $36,991

receive federal matching * July, 1996 estimates of the Office of Budget and Management.
money. After four months, the
expectation is that
underspending in these

welfare programs will continue and  Investment earnings, driven in than forecasted interest rates (the
federal reimbursement will end the part by higher than expected GRFOBM and LBO interest rate
fiscal year well below estimate. average daily balances and higherfforecasts were deliberately very

Detail may not add to total due to rounding.
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cautious), are $5.6 million over reported that there was weaknesdevel, not explained by national
estimate. Liquor profits are alsoin the Fourth District in sales of sales, that bears watching. One
looking strong. There is a $4 computers and home items. piece ofBeige Booknews that may
million overage in that category and help explain the sales tax surge in
no sign that the monthly overages Of course, it is never a good Ohio is the number of new store
will stop. idea to read too much into the openings. Ohio’s retailing space
monthly data. Ohio has now had has recently been expanded with
two months of surprisingly strong the openings of a number of new
non-auto sales tax growth. If this stores in existing malls and at least
The non-auto sales tax followed continues for a third straight month one brand-new mall in northeast
its September overage with an everin November, then there may be Ohio. It may be that while same-

Sales and Use Tax

bigger overage
Revenues were
$11.7 million over

in October. something happening at the statestore sales are not showing strong

estimate, and up Table 3
8.3 percent from General Revenue and Income
Actual vs. Estimate
the same month Fiscal Year-to-Date 1997
last year. This is ($ in thousands)
somewh at| REVENUE SOURCE
1cl 1 Percent
surprising given TAX INCOME Actual Estimate* Variance FY 1996 Change
that year-over-
year growth in | Auo Sales $242,920 $240,974 $1,946 $232,996 4.26%
Non-Auto Sales & Use 1,438,706 1,423,341 15,365 1,366,780 5.26%
non-auto U.S. Total Sales $1,681,626 $1,664,315 $17,311 $1,599,776 5.12%
retail sales in
Personal Income $1,704,527 $1,695,400 $9,127  $1,589,351 7.25%
September| comorate Franchise 40,455 37,686 2,769 34,639 16.79%
in’ Public Utility 213,393 215,040 (1,647) 211,178 1.05%
f:f))n:aocfl Ocr)]cstogfé Total Major Taxes $3,640,001 $3,612,441 $27,560 $3,434,944 5.97%
based on Foreign Insurance $143,113 $143,695 ($582) $136,000 5.23%
. Domestic Insurance 200 0 200 79 153.16%
September retail [ Business & Property 925 1,530 (605) 1,683 -45.07%
activity) was only | Cigarette 90,963 85,118 5,845 85,592 6.28%
; Soft Drink 0 0 0 4 -93.02%
3.9 percent. Ohio | Aaicoholic Beverage 18,625 17,670 955 18,041 3.24%
clearly did better | Liquor Gallonage 8,786 8,965 (179) 8,938 -1.69%
. Estate 30,965 20,825 10,140 20,902 48.14%
than the national | racing 0 0 0 0 #N/A
data would Total Other Taxes $293,576 $277,803 $15,773 $271,238 8.24%
suggest, but it is Total Taxes $3,033,577 __ $3,890,045 _ $43,333 __ $3,706,183 6.14%|
not clear why. The
Federal Reserve's| NON-TAXINCOME
Beige Book the | Earnings on Investments $30,019 $24,375 $5,644 $23,204 29.37%
. Licenses and Fees 17,694 15,925 1,769 22,973 -22.98%
compendium of Other Income 27,376 29,625 (2,249) 33,906 -19.26%
reports on Non-Tax Receipts $75,090 $69,925 $5,165 $80,083 -6.24%
regl_or_wal €CONOMIC | 12 nsrers
activity, did not
: : Liquor Transfers $18,500 $14,500 $4,000 $14,000 32.14%
In _d lcate Budget Stabilization 0 0 0 0 #N/A
Other Transfers In 64 0 64 0 #N/A
articularly stron
retail performance Total Transfers In $18,564 $14,500 $4,064 $14,000 32.60%
in Ohio in TOTAL INCOME less Federal Grants $4,027,230 $3,974,670 $52,561 $3,800,266 5.97%
Septe .m b er, Federal Grants $1,282,788 $1,326,616  ($43,828) 1,259,306 1.86%
although it did say
that Sales Of major TOTAL GRF INCOME $5,310,017 $5,301,286 $8,731 $5,059,572 4.95%
ap pl ian ces were *July, 1996 estimates of the Office of Budget and Management.
strong. The Fed
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year-over-year growth, overall Personal Income Tax as much of the extra revenue there
sales are being buoyed by store comes from seasonal hiring for the
openings. The $7.8 million personal holidays. So far, anecdotal reports

income tax shortfall in October was show that the demand for holiday
After a strong first quarter, the result of both employer workers in central and northeast
Ohio’s auto sales tax stumbled inwithholding and annual return Ohio is strong, but companies are
October, falling $3.1 million short payments being below estimate. having trouble finding workers to
of the estimate and declining 5.6 The October shortfall still leaves a fill the positions.
percent from last year. Again, there$9.1 million year-to-date overage,
is nothing in the national data thatmost of it in quarterly estimated Public Utility Excise Tax
suggests that Ohio should havepayments.
been stung that strongly in October. The first estimated payment of
While U.S. auto sales declined in  Employer withholding has been FY 1997 was $213.4 million, or
October, compared to a year agoon a roller coaster for the first four $1.7 million below estimate. The
truck sales increased so stronglymonths of FY 1997, over estimate second and third estimated
that total light vehicle sales (units) one month, below estimate the payments are due in March 1997
were up 2.2 perceAtThe Beige next. For the year-to-date, and June 1997, respectively.
Book reported that most Ohio withholding is very slightly above
dealers had higher sales than lasthe estimate. The $2.1 million  Although the October excise tax
year, at least through the first partvariance is a forecast error of only payment was slightly below
of October. 0.1 percent. OBM'’s estimate, it was actually a
little more than the legal
At this point, it seems that  Last month’s issue of this report requirement of one-third of
October’s poor result for the auto included a graph that showed thatcertified tax liabilities for tax year
sales tax may be a randomafter four quarters of decline, the 1995. Currently, LBO expects that
deviation from the trend. While year-over-year growth in employer estimated payments in March and
auto sales growth has slowedwithholding had turned around and June will equal or slightly exceed
nationwide, sales are not declining.accelerated for two quarters. the estimates, so that total fiscal
Perhaps high consumer debt levelResults for the fourth quarter of CY year revenues will be very close to
and rising auto financing rates have1996 and the first quarter of CY the estimate.”
slowed sales in Ohio. If so, then 1997 will be crucial in telling
we should start to see the samawhether the change in the trend is
pattern nationally in the next |ong-lasting. The first quarter of
couple of months. CY 1997 is particularly important,

1Kurt Karl and Pasquale Rocco, “Forecast OvervieW,5. Economic Outlook 1996-98e WEFA Group, November 1996.

2 U.S. Department of Commerce data shows that in October, dollar sales of autos increased by 6.7 percent from a year ago.
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DISBURSEMENTS

— Chris Whistler*

Table 4
General Revenue Fund Disbursements
Actual vs. Estimate
Month of October, 1996

Disbursements from the ($ in thousands)

GRF in October were $113.9
million under estimate. The
October variance, which hag

USE OF FUNDS

been the Iargest monthly PROGRAM Actual Estimate* Variance
variance this fiscal year, El_’inﬁaryE&c(1 Secondary Education (1) $460,138 $491,435 ($31,297)
T igher ucation 250,515 223,783 26,731
amplified the already Total Education $710,653 $715,218 ($4,566)

pronounced trend of
H Health Care $374,353 $418,378 ($44,025)
u nderspend Ing. Th roug h Aid to Dependent Children 3,647 75,557 (71,910)
October, total GRF uses werq General Assistance 8 0 8
$263.7 million below estimate. | Other Welfare 118,114 85,275 52,839
Human Services (2) 93,377 89,107 4,271
Total Welfare & Human Services $589,499 $648,317 ($58,818)
Although the most _ ,

. . Justice & Corrections $123,891 $124,396 ($505)
S|gn|flcant variances have beer Environment & Natural Resources 7,664 6,640 1,024
in the Welfare and Human | Transportation 658 744 (86)

. . Development 10,920 12,009 (1,089)
Serwcesgategory, which WaS Other Government (3) 17,533 23,839 (6,306)
under estimate by $58.8 million| capital _ 663 772 (109)
for the month and $145.2 Total Government Operations $161,329 $168,400 ($7,071)
million for the year, | property Tax Relief (4) $47,162 $90,646 ($43,484)
underspending is the themgq DebtService 2 2 2
throughout most categories Total Program Payments $1,508,643 $1,622,581 ($113,938)
The most notable exception tq TRANSFERS
the_rule is theProper_ty Tax Capital Reserve $0 $0 $0
Relief category. In spite of the| Budget Stabilization 0 0 0

i Other Transfers Out 23 0 23
Ijellg:)u r;g?nte n-{:XWGI’F; elfl)leelfow Total Transfers Out $23 $0 $23
esnmate |n October (by $435 TOTAL GRF USES $1,508,666 $1,622,581 ($113,91

million), the category has a
$15.4 million overage for the
year-to-date.

While substantial monthly
variances inPrimary and
Secondary Educationand
Higher Education essentially
canceled each other out in
October, bothEducation

components are responsible fo
the $79.8 million variance for

(1) Includes Primary, Secondary, and Other Education

(2) Includes Mental Health, Mental Retardation and Developmental Disabilities, and

Other Human Services

(3) Includes Regulatory and Nonregulatory agencies, Pension Subsidies, and Reissued

Warrants.

(4) Includes property tax rollbacks, homestead exemption, and tangible property tax

exemption.

* August, 1996 estimates of the Office of Budget and Management.

Detail may not add to total due to rounding.

the entire category this fiscal yearBudget and Management (OBM)will be too low; thus, once the
These components are discussed tRree foundation payments wergaymentis released and an overage
estimated to occur in Octoberoccurs, SF-12 spending will again
(followed by one in November).be on track. As reported in last
Spending in thePrimary and Whilethree payments were releaserhonth’g issqe dBudget Footnotes
Secondary Educationcomponent N October, OBM’s estimates werespending in all of the SF-12
for the month of October was $31.8 Pit high. In turn, OBM predicts (foundation) line items (Basic Aid,
million under the estimate of $491.4hat their estimate for the singleVocational, Special, and Gifted
million. According to the Office of foundation payment in NovemberEducation, Transportation, and

greater detail in turn.
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DPIA), was very close to OBM’s savings was not introduced until
estimates for the first quarter of the Limiting the discussion of the midway through FY 1996; thus, it
fiscal year. $58.8 million negative variance inwas not accounted for in the FY

the Welfare and Human Services 1997 appropriations. The declining

One other item of significancespending category in October to thé&DC caseload, however, continues
for the month of October was the$44.0 million variance irHealth to be a bigger factor than captitation
200-406, Head Start, line itemCare (Medicaid) would rates in the below estimate spending
which was under estimate by $15.4nisrepresent the activity within thein the HMO service category. About
million. A spokesperson from thecategory. However, we will first two-thirds of the $21.4 million (37.4
Department of Education reportdook atMedicaid spending before percent) HMO variance in October
that the estimate of $18.8 millionmoving on to other public assistancean be attributed to the caseload,
was based on estimatedssues. while only around one-third was the
disbursements for the quarter. result of below estimate capitation
Disbursements from the accountare Underspending in Octoberrates.
made when Head Start agenciesrought the year-to-datdedicaid
send in requests for funding.variance to $55.2 million below While Medicaid spending is
Requests from the agencies werestimate. The main reasons for thander estimate in large part because
slow in October, but haveunderspending continue to be thef the declining ADC caseload, the
accelerated in November. Thalecline in the Aid to Dependentdegree of ADC underspending was
spokesperson estimated that by thehildren (ADC) caseload andnot accurately represented by the
end of the second quarter, the $181®wer-than-expected health$71.9 million negative variance in
million allotment would be spent. maintenance organization (HMO)the ADC spending component in

capitation rates. The falling ADCOctober. The enormousDC

Year-to-date Primary and caseload has led to underspendingariance was not the result a
Secondary Educationspending across mosMedicaid service tremendous acceleration in caseload
was $65.3 million under estimatecategories, with the notabledecline, but rather because of
through October. The nonpublicexception of prescription drugs.significant line item restructuring in
administrative cost reimbursementhat category, which is mainlyresponse to the new Temporary
payment, originally estimated to bedriven by the more costly Aged,Assistance for Needy Families
distributed in September, has notydBlind, and DisabledMedicaid (TANF) program.
been made. Once this $39.4 millioreligibles, is continuing its trend from
subsidy is disbursed, and foundatioRY 1996 when overestimate claims Ohio opted to replace itADC
payments have righted themselvesnd costs-per-claim led to a $38.®rogram with the TANF program on
spending for the year should also bmillion (10.3 percent) overage.October 1, 1996, the effective date
much closer to the originalDrug spending increased by 13.®f the Personal Responsibility and

estimates. percent from FY 1995 to FY 1996Work Opportunity Reconciliation
(as opposed to overalledicaid Act (H.R. 3734), rather than wait
Higher Education spending was growth of 7.8 percent). until July 1, 1997. States were given
over estimate in October but the optional implementation dates

remains under estimate for the year. As discussed at length in thebecause their preparedness for such
The $26.7 million monthly overageAugust issue oBudget Footnotes wide-sweeping reform varied
was due to the timing of Ohioone reason for the below estimatsignificantly. By switching to the
Instructional Grants, which werespending in the HMO servicenew block grant program at the first
released in October rather than asategory (aside from the ADCopportunity, the Department of
scheduled in September. The $15.€aseload decline) is the fact thaHuman Services estimates that the
million negative year-to-date capitation rates have been belowtate will receive a windfall of
variance primarily appears to be thestimate. In part, that is because theround $40 million in federal funds
result of inaccurate estimating byDepartment of Human Servicesn federal FY 1997.

the Student Aid Commission. Inincluded a “six-percent managed

fact, the agency may lapse someare savings” when setting the rates Although Am. Sub. H.B. 167 of
moneys in FY 1997. for FY 1997. The idea of thisthe 121st G.A. (Ohio’s welfare
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reform bill) redesigned OhioADC  driven by the line item restructuring,departments continue to generate
program in ways that are closelynasked underspending due to théhe greatest variances: Mental
mirrored by the TANF programlower-than-expected Disability Health (DMH), Health (DOH), and
(enabling Ohio to switch programsAssistance caseload. According tdlental Retardation and
on October 1), the new progranODBM, however, the overage wadevelopmental Disabilities (DMR).
generated the need for appropriationnderstated because a secorld October, DMH led the way with
line item restructuring. Becausequarter children’s services paymena $9.7 million overage due to the
most of the remaining FY 1997scheduled for October wastiming of subsidy draw-downs by
appropriation authority for th@DC  disbursed in September. the community mental health
program was transferred from the centers. Year-to-date spending by
ADC spending component to the Within the Human Services the department is only $5.2 million

Other Welfare spending spending component, threeover estimate.
component (because
the latter containg Table 5

General Revenue Fund Disbursements
Actual vs. Estimate
Fiscal Year-to-Date 1997
($ in thousands)

the newly created
TANF line items),
large variances hav
occurred within both

GAAP categories.| YSEOFFUNDS

Percent
(LI ke all of the| ProGgrAM Actual Estimate* Variance FY 1996 Change
_Spendmg categorle Primary & Secondary Education (1) $1,644,298 $1,709,128 ($64,830) $1,381,803 19.00%
in Tables 4 and 5, thq Higher Education 673,714 688,672 (14,958) 652,251 3.20%
definitions of ADC Total Education $2,318,011 $2,397,799 ($79,788) 2,034,054 13.96%
and Other Welfare | Heaith care $1,649,199  $1,704370  (§55171)  $1,680,761 -1.88%
- : Aid to Dependent Child 276,67 24 2,57 7,864 -24.79%
are ConSIStent Wlth Glengrale,’i):sr}st‘z\%ce e 61688 % 8 (9 ’588) 368:323 -99.120/2
Generally Accepted oOther welfare 304,331 269,494 34,837 218,967 38.98%
Accountin Human Services (2) 397,259 429,614 (32,355) 372,169 6.74%
g Total Welfare & Human Services $2,627,539 $2,772,718 ($145,179) $2,648,684 -0.80%
Principles, or
G A pA P Justice & Corrections $511,900 $527,409 ($15,509) $466,846 9.65%
. ) Environment & Natural Resources 48,019 47,183 836 45,171 6.30%
Spec ifical |y, the| Transportation 4,588 5,434 (846) 5,961 -23.03%
. Development 47,654 53,011 (5,357) 40,965 16.33%
variances OCCUITeq oier government (3) 144,132 176,690 (32,558) 146,519 -1.63%
because month |y Capital 1,161 2,543 (1,382) 1,645 -29.44%
. Total Government Operations $757,455 $812,272 ($54,817) $707,107 7.12%
spending analyse
are based u pof Property Tax Relief (4) $320,553 $305,181 $15,373 $287,262 11.59%
. Debt Service 74,793 75,655 (862) 73,443 1.84%
estimates from thg 1o program Payments $6,008,351 _ $6,363,624  ($265,2/3)  $5,750,55L 6.05%
beginning of the
. g g TRANSFERS
fiscal year. Unless
the Executive gagitalt l;test()e'lrlvetl $0 $0 $0 $12,000 -100.00%
. udget Stabilization 0 0 0 535214  -100.00%
chooses to modify] oer Transfers out 536,775 535,237 1,538 311,418 72.36%
the estimates Total Transfers Out $536,775 $535,237 $1,538 $858,632 -37.48%
spending will appeall toraL GrF UsES $6,635,126  $6,808,861  ($263,734)  $6,609,184 0.39%

far below estimate in
ADC and far above
estimate inOther

Welfare for the
remainder of the

Other Human Services

(1) Includes Primary, Secondary, and Other Education

(2) Includes Mental Health, Mental Retardation and Developmental Disabilities, and

(3) Includes Regulatory and Nonregulatory agencies, Pension Subsidies, and Reissued

. Warrants.
fiscal year.
(4) Includes property tax rollbacks, homestead exemption, and tangible property tax
exemption.
The $52.8

million overage in
Other Welfare in
October, which was

Detail may not add to total due to rounding.

* August, 1996 estimates of the Office of Budget and Management.
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last fiscal year’s spending pattern$6.3 million in October and by
The $2.9 million negative Only 2 percent of the current yea$32.6 million for the year-to-date.
monthly variance in the DOH appropriation of $7.0 million has
budget pulled their year-to-datebeen disbursed thus far. (Note that Within the Other Government
spending to $5.4 million below94 percent of the $5.5 millioncomponent, the main sources of the
estimate. Spending in two areas, thencumbrance from last year hamonthly and year-to-date negative
data center and immunizations, ibeen spent.) variances by the Department of
worthy of noting. The data center Administrative Services ($1.1
has sent out a couple of Requests Although DMR’s spending was million and $16.9 million,
for Proposals (RFPs) for contracbnly $2.4 million under estimate forrespectively) were delays regarding
work to be paid through the Ohiothe month, the department’s year-toboth the State of Ohio Multi-Agency
Health Care Data System line itendate variance remains the largest dfigh-speed fiber Communication
(440-413), but many are still beinghe Human Servicesspending System (SOMACS) and the State of
developed. Until the unfinishedcomponent. Through OctoberOhio Computer Center (SOCC).
RFPs are released and they seculMR was $18.9 million, or 10.7 The delayed implementation of the
contracts for work, the money carpercent, under budget. SOMACS contract resulted in the
not be spent. delay of an $841,000 disbursement
The final spending category,to Ameritech until November, as
Spending from the 440-418,Government Operations is also well as delays in hiring the technical
Immunizations, line item, occurssignificantly under estimate for thepositions needed for the project.
when the department buysyear (by $54.8 million), and theContinuing delays in the negotiation
inventory, which only happens wherOther Government component is of security and maintenance
the current inventory runs low.responsible for well over half of thecontracts for the SOCC has also
Therefore, the lack of inventoryvariance.Other Government resulted in underspending.
depletion is resulting in a repeat obpending was under estimate by

*Contributions were made to this article by Clarence Campbell, Gloria Gardner, Grant Paullo, Debra Pelley, Barbara Peterikg, Ch
Phillips, and Deborah Zadzi.
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| SSUES OFI NTEREST

THE GREAT WALL:
THE FACTS on NoISE BARRIERS

No, highway noise barriers doand the President of the Senate. Thatoise reduction after barrier
not compare in size to the Gredeport is the basis for this article. construction. There are

Wall of China but sometimes the _ approximately 26 miles of Type |
controversy may seem as big. Area The  Federal  Highway walls.

residents request the erection didministration categorizes noise
noise barriers to reduce traffic noisdarrier projects as Type | and Type Until recently, federal noise

Motorists complain that thesdl. Type | noise barrier projects areregulation permitted states to use
structures not only obstruct the vieWwhose that are a part of roadwayederal-aid highway dollars for
but are unattractive. And, thémprovement projects that eitherprojects to provide noise abatement
complaint continues, people wh@dd lanes or construct a newalong existing highways. These
choose to live by the freeway shoulflighway. Federal noise regulationgrojects, called Type Il, address the
not expect Joe Taxpayer to foot theequire certain actions of statesioise concerns of neighborhoods
bill for a noise wall. Once the wallplanning and designing Type lthat existed prior to the construction
goes up, there is no clear consensREjeCts. First, a noise analysis musdf the interstate highway system.
that the barrier did what it wade made to help predict the noiséoise barriers were not built at that
suppose to do. Some residents séyppact. Second, all potentialtime because of funding limitations.
the noise is just as loud as befor@itigation measures must beFederal regulation requires states
others say it did the job, and the@xamined, followed by the requesting federal aid for these
there are those who say that noidgcorporation of “reasonable andproject to conduct a noise analysis
levels actually increased. feasible” noise mitigation measuresto: identify noise impacts,
Finally, there must be coordinationdemonstrate that abatement
Itis this controversy that spurredvith local officials to provide measures will reduce those impacts,
the 121st General Assembly intéhformation on compatible land useand determine if the benefits
action in the biennial transportatiorPlanning. State policy dictates noiseoutweigh the costs and all adverse
budget act, Am. Sub. H.B. 107. Théarrier justification if it is social, economic, and
act required the Ohio Department gletermined that there will be a noiseenvironmental impacts. How the
Transportation (ODOT) to prepardmpact, that abatement will reducestate makes such a determination is
a report discussing the relativéhe noise, that abatement benefitieft up to each state. In 1991, ODOT
effectiveness of existing sound®utweigh all adverse social,developed a Noise Abatement
barriers and compare theigconomic, and environmentalPriority Index (NAPI) ranking
effectiveness to alternative noiseimpacts, and the cost meets the Teslystem to prioritize potential noise
abatement techniques. The repofi9r Reasonableness. This tesbarrier locations identified by a
which also addressed federal anrovides that barriers must cost lesaoise justification report. This
state policy, was submitted lasthan $25,000 for each residentiabystem uses traffic volume,
April to the Speaker of the HousdInit benefiting with a five decibel proximity to the highway, and the
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time period that impacts haveforced to have noise barriers butwould prefer vegetative screening,
existed. The state also applies theaccording to an  ODOT which can be far more aesthetic than
same Test for Reasonablenesspokesperson, they typically request concrete wall. In order to reduce
applied to Type | projects. them. No barrier is built if the local noise by 50 percent, there must be a
officials and/or the majority of 200 foot depth of dense trees and
There are about 14 miles of Typeaffected property owners do noshrubs. However, the typical
Il projects, but new construction ofwant it. The law requires ODOT tohighway right-of-way is not deep
such projects is on the decline. Onkold at least one public hearing irenough to accomplish this. A
reason is the withdrawal of federathe county in which the barrier is tonarrower vegetative barrier does not
aid except for those projects alreadipe located. There, ODOT mustbate noise but does provide for
programmed (in the design stage) airesent the design options availablgrivacy and, again, is more
the time of the repeal. The seconthcluding at least one desigmattractive. Earth berms or mounds
reason is the repeal of state lawonsisting of natural barriers. Oncealso require more right-of-way than
which mandated that $10 million bethe hearings are complete, thevhat is typically available. In order
spent each fiscal year for suchlirector notifies the local legislativeto be 20 feet tall (the maximum
projects. This mandate, which wengauthority, in writing, of the available height of an ODOT noise barrier),
into effect for the 1992-1993options. The local government musthe base of the mound would have
biennium, was renewed thethen make adetermination within 3@o be about 90 feet wide. California
following biennium, but then wasdays. has experimented with an
repealed by the current legislature. electronically-driven “active noise
As a result of this repeal, the The department builds reflectivemitigation” system in which
department plans to spend $barriers (as opposed to absorptivéransducers emit sound pressure
million annually over the next six for which the cost benefit has notwaves to reduce in-coming noise,
years to cover the remaining l@een substantiated). The materialsut the experiment failed when wet,
programmed commitments. that may be used are steel, woodreezing weather damaged critical
fiberglass wood panel, concretecomponents. Ohio intends to
Both Type | and Type Il barriersbrick or masonry block, recycledmonitor any future developments of
are only constructed in non-rubber, andvinyl. Ofthese, the leagthis experiment. Finally, the
commercial noise-sensitive areaexpensive are wood, steel, aniVashington State Department of
Primarily, these are residential areasoncrete. Concrete probably has théransportation contracted for a
but they also may contain schoolsnost appearance versatility in thastudy on alternative barrier
nursing homes, hospitals, andt can look like different materials applications. Resulting reports
churches. In order for an area tdy imprinting designs or addingconcluded that standard barrier
gualify for a noise wall, noise mustcolor. Steel walls can come in justeight could be reduced by using
be at least 67 decibels, or ambout any color. Wood is eitherdifferently configured absorptive
expansion project mustincrease theatural or medium brown.tops such as T-tops or Y-tops.
decibel level by at least five. A tenConsidering all materials, onAlthough, these systems can
decibel reduction is an equivalent t@verage, a square foot costs $10 facrease performance by as much as
a 50 percent noise level reduction$12, and one mile approximates $three decibels and increase
For the report, ODOT studied newnmillion. The addition of aestheticaesthetics by decreasing barrier
noise barriers around the state. Préeatures adds to the cost andheight, costs can increase by as
construction decibel noise readingsherefore, when used, face thenuch as 25 percent. Apparently, the
were compared to post-constructionesidential property only. As long amnew and improved noise barrier is
readings. The average noiséocal officials choose one of thestill a product of the futuré.
reduction was 9.5 decibels. three material types identified as the
lowest cost per square foot, there is
No matter the type of noise wallno cost to the local government.
project, it is both department policy
and state law that local public The legislative study also
officials be notified before a barrierincluded an analysis of alternative
is constructed. Communities are ndbarrier methods. Many residents
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THE RoAD TAKEN:
THE DEPARTMENT OF Liouor CONTROL

The Department of Liquoragency in 1933, the same year thaftate-operated liquor stores to
Control has nearly completed @rohibition was repealed. At thatagency stores. Once reaching more
period of significant change.time, the State of Ohio decided thathan 250, by the end of November
Everything from the department’'sall spirituous liquor sales would be1996, no state-operated liquor stores
core administrative operation to itgontrolled by the state governmentwill remain. All spirituous liquor
role in the operation of liquor storesVhile a population quota systemstores will be operated by private
is changing. Starting with thelimited the number of liquor stores,businesses. Although still regulated
conversion of all state-operatethe new department was granted thigy the same pricing and inventory
liquor stores to private agency storesuthority to maintain the quantitymandates as state stores, these liquor
and concluding with the eliminationand type of stock that stores wouldtores are operated by private
of the department as a separakeep and to establish prices. It wammdividuals and businesses.
agency in 1997, few can questioalso the department’s responsibilityPrimarily an issue of cost-
the structural strains the departmeiw warehouse the product. For theffectiveness, this conversion
faces. Add in declining spirituousnext six decades, the departmergrocess has reduced labor costs and
liquor sales and the degree odperated and regulated state liguasverhead expenses for the
change extends to include societatores and annually contributeddepartment. In fact, the Department
concerns as well. Amidst these@rofits to the state. of Liquor Control has already
changes, however, the department reduced its staff by more than 700
continues to annually generate Not until the early 1990's did employees in the past five years
millions of dollars to support bondthings change. At that time, thereflecting, in part, the elimination of
programs, alcohol awarenesdepartment started converting statenany state-operated liquor stores.
programs, while providing moneywarehouses and liquor stores to
for the state General Revenue Fungrivate operation. The warehouses, Although the changes in the
At this point of the department’sonce operated by the departmentperation of liquor stores represent
journey, it seems appropriate tavere sold and replaced with asignificant change, legislation
examine the recent history of théailment system. Under thispassed in 1995 completely
department as it relates to spirituousrrangement, producers andestructured the operation of the
liqguor consumption, sales andnanufacturers of spirituous liquordepartment itself. Enacted Am. Sub.
revenue. It is to be hoped from thiswned and stored the product unti5.B. 162 of the 121st General
information will hlep with future requested and then delivered théssembly approved the elimination
inquiries about the fiscal effects oproduct to liquor stores. From aof the Department of Liquor Control
these changes and the curreegbst-management standpoint, thiand transformed the agency into a
societal trends concerning alcoholiaction removed the financial burdertdivision to be housed within the

beverages. of maintaining a warehousingDepartment of Commerce. This
system for all liquor stores from thechange becomes effective on July 1,
Two Roads Meet department. 1997. Further, this legislation gave

the Department of Public Safety the
The Department of Liquor The advent of the 1990’s alscauthority over enforcement
Control was established as ahrought the gradual conversion ofctivities.
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Collectively, these changes willAs the cost of a good increases, Stepping back from this issue for
dramatically impact the structure ofconsumers will usually purchasea moment, the question of why
the Department of Liquor Control.less of that good. However, thdiquor costs increased by 42% over
Even as the Department activelylegree of consumption change cathis ten year period remains
engages in these changes, howeverry. For spirituous liquor, this unanswered. Excluding inflationary
it still maintains its original purposerelationship is not a perfect one-toincreases, the most likely influence
— to regulate the sale of alcoholicmne relationship. Some consumersn liquor costs during the period
beverages and annually generatontinue to purchase spirituousexamined has been the gallonage
money for the State. As we comdiquor regardless of the increase itax. This is a tax administered by
across the juncture in the road whengrice. This effect becomes obvioushe Department of Liquor Control
the Department of Liquor Controlwhen comparing the increase iron the sale of spirituous liquor. Prior
sets out on a new course, aprice to the decrease into January 1993, the gallonage tax

examination of some of the recentonsumption. was set at $2.25 per gallon.
trends in sales, consumption and Legislation that became effective in
revenue is appropriate. Since fiscal year 1985, the pedanuary of 1993, however, increased
gallon cost of spirituous liquor hasthat tax to $3.38 per gallon.
Sales, Consumption and increased by more than 42%, buflthough this action was expected
Revenues consumption has only fallen byto significantly increase spirituous

33%. Many consumers havdiquor costs, ironically it did not. In

Since at least fiscal year 1985¢continued to purchase spirituoushe two complete fiscal years
spirituous liquor sales have beefiquor despite the steady increase®llowing the enactment of the
steadily declining. In terms ofin price. gallonage tax increase (FY 1994 &

gallons, sales have plunged from
more than 12 million in fiscal year
1985 to just around 8.1 million in
fiscal year 1995, a thirty-two percent

Table 1
Declining Liquor Sales Affect Revenues

drop. Surprisingly, the decrease has 14,000,000 395,000,000
H 12,000,000 -+ 390,000,000
only marginally affected revenues. ., 10,000,000 | 1 385000000
As noted in Table 1, revenues from 2% 5000000 L T 380,000,000
- : n S T 1 375,000,000 > 5
sp_mtuous Ilquor sales have been 55 6000000 | 370000000 = &
fairly stable in the past five years. £~ 4,000,000 ¢ { 365000000 &
Over the course of the eleven year 2,000,000 T 360,000,000
. . - — 355,000,000
period examined, revenues have W o~ @ o o
3 3 83 8 & 8
— — — — — —

fallen by only 3.8% and have
generally stayed between $368 and Fiscal Year
$374 million per year. Liquor Sales (Gallons) —e— Liquor Revenues ($)

Spirituous liquor sales have been
declining for a number of reasons.

. . Table 2
A redefined SOCIal_OUtIOOk _On As Liquor Costs Increase, Sales Fall
alcohol consumption (which 14,000,000 50.00
includes concerns about tougher 12,000,000 | — 40,00
drunk driving laws and health) as " 10,000,000 i L
. . O ..
well as, higher liquor costs have © £ 8000000 | ~-—- 13000 §
contributed to this decline. g & 6000000 ¢ 12000 3
g~ 4,000,000 | 3
: : 2,000,000 + T 1000
Table 2 shows the relationship N 0.00
between liquor sales and cost. As 8 5 8 3 9 9
H H (&) (&) (&) (&) (o] (o]
evidenced, when liquor costs -

increase, liquor sales decrease. This : Fiscal Year
economic relationship is expected. — Hauor Sales (Gallans)

Cost/Gallon ‘
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1995), the average increase in

spirituous liquor prices was 2.2%. Table 3
Over the prior eight year period, Liquor Profits Add Money to the State GRF
however, the average annual $80,000,000 4
increase was 4.0%. Curiously, $70,000,000
despite the 50% increase in the $60,000,000 | ’
gallonage tax, the average annual $50,000,000 |
increase in spirituous liquor costs $40,000,000 +
for FY 1994 and 1995 only rose by $30,000,000 +
approximately one-half of the prior $20,000,000
eight year average. One theoretical $10,000,000
explanation for this oddity is that $ e

Lo . 1984 1986 1988 1990 1992 1994 1996
spirituous liquor wholesalers _

. Fiscal Year

acknowledged that this increase

would reduce consumption so they
adjusted their prices down to reflechillion to the state GRF. In light of savings will likely show up in the
a more consistent price increasghe Department's ability to maintaintotal General Revenue Fund amount
with prior years. a steady revenue stream this fadtansferred by the department on an
should not come as a completannual basis. Evidence of this event
As might be expected, thesurprise. However, there are othealready exists. While the department
increase in the gallonage tax createfdctors that potentially come intohas been converting state liquor
a surge in revenues. Staying fairlplay that might help explain thisstores to agency stores for the past
close to $20 million per year,occurrence. several years, the amount
revenues from the gallonage tax transferred to the state GRF has
jumped to more than $27 million per  One potential factor has been theontinually risen. In the most recent
year after the gallonage tax wagonversion of state liquor stores tdhree fiscal years, the department’s
raised. For the past three fiscaprivate agency stores. At one timé&RF transfer has increased from
years, this increase has remaineghder their direct operation, the$53.5 million in fiscal year 1993 to
flat. department, with legislative $61 million in fiscal year 1996. The
approval, has moved to convert allepartment also predicts that their
Why Have Revenues Remaineaf the state stores to private agendyansfer in fiscal year 1997 will
Relatively Constant? stores. Savings in labor andpproach $65 milliof.
overhead expenses were two of the
Despite steadily falling liquor primary justifications for this action. Where Does Money for the GRF
sales, revenues have remained fairkccording to the department, theTransfer Come From?
constant (see Table 1). Consideringonversion of the state liquor stores
the steady increases in spirituoubas saved millions of dollars Every month the Department of
liquor prices this resultis not whollyannually. Based upon theLiquor Control transfers revenue to
unexpected. Although spirituousconversion of the last 77 state storape state General Revenue Fund.
liqguor consumption is declining,to agency stores, the Departmemniccording to the Revised Code
revenue per gallon is increasing (seestimates that $9.2 million will be (section 4301.12), these transfers
Table 2). The increase in the revenugaved annually. (Department otonsist of liquor profits in excess of
rate has helped offset any direct lossiquor Control Annual Report, the amount necessary to cover all
in revenue that comes naturally1995) A Legislative Budget Office costs and obligations of the

when fewer units are sold. fiscal note completed for the mosHepartment. Since the amount of
recent legislation (Am. H.B. 57 ofrevenue transferred to the GRF
GRF Transfer the 121st General Assemblykomes only from the profits on the

pertaining to these 77 state storesale of spirituous liquor, the transfer

For each of the past thirteerconfirms this conclusion. It wasamount is directly influenced by
fiscal years, the Department ofstimated that the annual savingactors such as consumption and
Liquor Control has consistentlywould equal approximately $10spirituous liquor revenue. License
transferred approximately $55million. At least a portion of thesefees, as well as gallonage and sales
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taxes, are kept separate from thithe next couple of years the bondiscal picture. Despite falling liquor

transfer. repayment amount will drop tosales, the Department of Liquor
around $16 million annually. FundsControl has continued to generate
Other Transfers from the Department of Liquor consistent revenue amounts.

Control also go to the Ohio
In addition to the transfer of Department of Alcohol and Drug While itis helpful to examine the
profits to the state General Revenudddiction Services. Approximately historical trends of consumption,
Fund, the Department also provide$2 million per year helps fundrevenues and sales, future trends
funds for other activities. On aalcoholism treatment and educatiomill ultimately be determined by the

frequent basis, the Department oprograms at this agency. changes described in this paper. The
Development issues bonds for the conversion of all state liquor stores
Facilities Establishment Fund.The Road Taken to agency stores and the elimination
Revenue generated from these bond of the Department of Liquor Control

sales are used for economic With a change in direction, thewill likely be two of the more
development activities. These bongburney down a different road neargprominent factors in determining
issues are repaid with liquor profitsits completion for the Departmenthow the future evolves. Likewise,
Most recently these repayment®f Liquor Control. Will this lead to social influences concerning alcohol
have totaled approximately $18hanges in revenues? The amougponsumption will continue to play
million per year. This year, howevertransferred to the state Genera significant role. Overall, the
a new bond was issued that carrieRevenue Fund? Present datahanges occurring in the
an improved bond rating and a loweindicates that the answer to thesBepartment of Liquor Control
interest rate. These two changeguestions is “yes.” The combinationshould continue to produce steady
have coupled to lower theof the conversion of state liquorrevenues and increasing GRF
Department of Liquor Control’s stores to agency stores and th@ansfers in the near futuré.
annual repayment amounttransition of the department to a

According to the Department, overdivision has led to an improved

! The Department has already transferred $12.5 million in the first quarter of fiscal year 1997, which is $2.5 million ahead of
projections. Although this works out to only $50 million annually, spirituous liquor sales and the monthly GRF transfesargeunt
during the Thanksgiving to New Year’s season. See the “Revenues” section by Fred Church for monthly data concerning liquor
revenues.
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PrUDENCE, FoLLy Or NEITHER?
BWC ImpLEMENTS MANAGED CARE THIS YEAR

wiTH LAST YEAR's DoLLARS

What's Up at BWC? in the 855-100, Personal Servicegyniemented requires BWC-
line item. certified ~ Managed  Care

The Controlling Board (CB) Organizations (MCOs) to take over
recently approved a Bureau oyVhat Does the CB Approval ¢jaims management for new injury
Workers’ Compensation (BWC)Allow BWC to Do? claims at first, and by January 1998,
request to transfer spending all new and open BWC injured

authority from fiscal year 1996 to First and foremost, it means thatyorker claims. Managing the claim
fiscal year 1997, and reallocate BWC can now spend these funds tgncludes monitoring the consistency
from several line items to one. Witfimplement its HPP program. HPPof treatment for the type of injury

CB approval granted, BWC can nows the Bureau’s managed cargjiagnosed, working to contain claim
begin implementation of its currenprogram, the goal of which is tocosts, and encouraging the
plans for the Health Partnershipeduce medical care costs, provid@ppropriate use of rehabilitation
Program (HPP), and its seemingliimelier and more appropriateprograms, among other functions.
new approach to managememedical services to injured workersBWC will oversee the MCOs,

information systems (MIS) policy.and, through these steps, improvenonitor the outcomes quality and
This article discusses these topiemployer and injured worker injured workers’ satisfaction with

in some detail, and presents orgatisfaction with the workers’ their MCOs, and continue many of
view of the key factors forcompensation system. The HPP hags current functions such as paying
successful implementation of botheen through innumerable designgndemnity benefits to injured

the HPP and management of BWC&ince it was first required by Am.orkers, as well as remaining
MIS. Sub. H.B. 107 of the 120th G.A. invigilant against fraud, among other

1993. Its mandated implementatiorfunctions.
BWC will “carry forward” $17.7 date was July 1, 1994, prior to Mr.

million and reallocate it from theConrad becoming Administratorin ~ CARE Systems Corp won the
equipment, supplies, and person&eptember 1995, and its currentgompetitive bid to design, create,
services line items, to one line itengstimated completion date ishouse, maintain (including disaster
855-100, Personal Services, in thianuary 1998. The first phase isecovery), and operate the HPP's
1997 budget. BWC also sought angcheduled for implementation onmanagement information systems
received approval to reallocate $2.Blarch 1, 1997. Mr. Conrad delayed(MIS). Since this was a competitive
million in fiscal year 1997 funds.implementation until he was pid process, no Controlling Board
Again, the “migratory path” of thecomfortable that the stakeholdersipproval was needed. Original
funds is from 855-300, Equipmentvere satisfied with the proposedBWC plans and budget for the HPP,
to 855-100, Personal Services. liorm of the HPP, and that thedetermined during the beginning of
summary, BWC plans to transfeimplementation schedule wasthijs biennium, called for the agency
and reallocate a total of $20.2ealistic. to develop and house the HPP’s MIS

million for spending in fiscal year _ internally. One cost projection for
1997, and to put all of these funds The HPP that will be the Buckeye Plan, one of the many
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renditions of HPP developed prior In addition, approximately $1.9o0f BWC, are touted for their
to Administrator Conrad coming tomillion will be used to modify technical advancement, and short
BWC, was in the ballpark of $5-10Version 3 Release ¥ersion 3isthe implementation timelines.
million* for the 1996-97 Biennium. Bureau’s new claims system whichConsultants such as IBM, Andersen,
The current plan costs the agenciracks injured workers’ claim files, and Price Waterhouse, and private
more money in the short and longtreatments, benefit paymentscompanies like CARE Corp are
runs but is supported by allmedical bill payments, and benefishouldering an increasing amount of
stakeholders and permits a fastaand treatment timeframes, amonghe computing work for BWC as it
start up, especially consideringpther items. It needs to be modifieds becoming an increasingly
BWC's shortage of MIS staff at thisto keep track of information relatedcomputerized agency.
time. (* This ballpark figure may notto the managed care organizations
fully reflect operational costs.)which will provide most medical Why was the $17.7 million not
More on that topic later. treatment once the HPP is up angpent in fiscal year 1996?
running. (By the way, conversion

The primary use for the carriedfrom COLA, the old claim system, The 1996 funds are available
forward funds from the CB requesto Version 3 is going along wellpecause the Health Partnership
will be to help pay for the according to an agencyprogram has not yet been
implementation of the Healthrepresentative who said that allmplemented; BWC's staffing has
Partnership Program’s managemerctive claims have been convertetheen reduced by approximately 300
information system (MIS). Of the and only archived claims are left fofpeople in the past year, and BWC
$20.2 million “carried forward” conversion.) The final use of thengs made a concerted effort to slow
funds, $15.5 million will be used for“carried forward” funds is gperational spending, according to
the HPP contract with CARE approximately $1.55 million forthe 3 BWC representative. Several
Systems Corp. That $15.5 will bePharmacy Benefits Managefmanagement information systems

combined with 1997 funds alread)position. projects have also not been fu”y
allocated toward HPP to pay the $21 imp|emented as expected by this
million fiscal year 1997 bill for the What's the new MIS policy?  time, including the $5 million (over
HPP-MIS. The total costs of the the biennium) |mag|ng p||0t project,

HPP MIS and facility management The new MIS policy is the and the Data Warehouse project
for the MIS are expected to be $54ncrease in outsourcing rather thawhich was to have cost $1.3 million
million over the course of the sevenn-house development of MISin fiscal year 1996, among others.
year agreement. projects. This new policy seems tdrhe majority of the available 1996
have several “parents”. thefunds are from operations rather
What else will BWC do with  difficulties of hiring MIS than projects, however, according to
the “carried forward funds™  professionals in a tight economy likeBWC.
Columbus’, especially when state

Other planned expenditures opay for these skills can be less than The chart on the following page,
the “carried-forward funds” include private sector pay; the philosophyrovided by BWC, shows in greater
approximately $1.2 million to pay that the private sector can do mangetail the areas from which funds
for computer systems consultants tthings better than government; angvere not spent so that they would
1) staff the MIS Help Desk, 2)finally, the desire to ‘get thingsbe available for spending in fiscal
perform systems upgrades, 3dlone’ in a timely and completeyear 1997 on HPP, the MIS projects
design, implement, and maintairfashion. discussed above, and the pharmacy
changes to the BWC computer benefits management program. Of
networks, and 4) perform other MIS  An era has come to an end, anthe total $17.7 million not spent in
Production Support. BWC has alsavith no ill effects yet visible to fiscal year 1996, for example, 23%
identified other funds which may beoutsiders. Whereas once agenayame from funds allocated for
used to supplement these, if MISepresentatives lamented that onlgayroll but not spent on staff due to
cannot hire staff to carry out thes8WC MIS staff could design the attrition, leaving positions vacant,
functions for the rest of fiscal yearsystems the agency needed, nowhd reorganization of personnel.
1997. existing products, developed outside
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12% of the “$17.7 million in an Administrative Cost Fund implementation within BWC
carried forward funds” were (ACF) assessmenpaid by State remove funds from employers hands
allocated for facilities maintenance|nsurance Fund (SIF) and selfand put them in the Bureau’s, long
but not spent. insured companies, as well as statgefore project spending begins.

BWC Fund Carry Forward ( 1996 to 1997) by Source

m Payroll

Miscellaneous
10%

Payroll @ Purchased Service

0,
Fac. Rental 23%

14% @ Communications

@ Equipment
) Purchased
Fac. Maintenance Service @ Fac. Maintenance
0,
12% 14%
@ Fac. Rental
Equipment Communications m Miscellaneous
14% 13%

Table 1: Additional Detail on Fund Categories

Dollar Percentage of
Category Description Amount Total
(in millions)

Payroll funds for staff pay and benefits $3.9 23%
Purchased funds for service contracts, such |as $2.4 14%
Service consultants
Communications | funds for communications with injured $2.3 13%

workers, employers, care providers, |&

other stakeholders
Equipment funds for computers, vehicles, and other  $2.5 14%

equipment
Facilities funds for renovation of owned & rented $2.1 12%
Maintenance buildings
Facilities Rental | funds for leasing service office space $2.4 14%
Miscellaneous funds available due to the timing pf $1.7 10%

purchases, and in some cases, decisions

not to purchase already approved items

TOTAL 0O $17.30 * 100%

* Total is less than $17.7 million due to rounding errors.

Why is Not Spending Money aagencies and instrumentalities such In fiscal year 1997, ACF
Potential Topic for This as state universities, and politicahssessments will be a percentage of
Winter's Budget Hearings? subdivisions including schoolpremium for all employers, except
’ districts. This is a separatéfor self-insured companies. Prior to
, assessment fropremiums, which 1997, SIF employers’ ACF
Soiggégi?oogmi\(xfefsreés\r/]g,ipay for medical and indemnityassessments were based on payroll.

operating budget funds come frombeneﬂts' Delays in projectAccording to BWC, the changes
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coming in 1997 don't raise or lowerimplementation dates being pushekhstead of asking for funds for line
the amount of revenue raised by thback, as happened to the HPP. Soritem 855-100, Personal Services;
assessment; the purpose of thgortion of the ACF assessmen855-200, Supplies; and 855-300,
changes is to link ACF contributionscollected in fiscal year 1996 wasquipment, and completing the
to the insured’s usage of thealesignated forthe HPP. That monegurrent Executive Budget Tables
workers’ compensation systemwill now be spent in 1997. Ohioand Equipment Schedules, BWC
Since premiums are based on themployers could have used thesgould ask for funds by project,

number and severity of an insured’sunds for their own purposes, ifsuch as HPP and the Claims
accidents, basing ACF contribution8WC had not collected themManagement function, for

on premiums will hopefully serve“early.” Of course, having had 3example. It would show its cost
as a motivator for insureds to takéddministrators in 3.5 years, eacliorecasts for these projects or
additional steps to make theimwith different priorities and plansfunctions, and discussion of these
workplaces safer. For all payers, théor projects, including the HPPforecasts and project descriptions
Administrative Cost Fund BWC also deserves kudos for stillvould be the basis of Legislative
Assessment is due annually. Ratdsaving the money availablebudget hearings.

for fiscal year 1997 are 15.57% ofunspent) for carrying forward.

premium for SIF private employers;Obviously, spending is being Less secrecy, suggestion
for “public employer taxing controlled and the costs associatatumber 4, is obviously a key

districts” (i.e., municipalities, with huge new projects like HPP aréingredient of Program Budgeting.

school districts, and otherbeing considered as spending switch to Program Budgeting

subdivisions which are not statelecisions are made. would require considerable
universities or agencies), 11.2%; planning, legal authority, and the
“for public employer state How Could BWC Avoid This involvement of BWC, the Office of
agencies,” including agencies an®utcome in the Future? Budget & Management (OBM),
universities, 14.83%. For self and the Legislature. While Ohio is
insured the rate is .0916 of “paid 1. Keep the Administrators forworking toward more
compensation,” which is the dollargwhile programmatic content in its budget
amount of medical and indemnity 2. Program Budgeting presentations, no agency is
benefits paid to injured workers (a 3. Stakeholder involvement earlyerepared for a full switch over this
reduction due, according to BWCjn project development or maybe even next Biennium, nor
to their improved experience, i.e., 4. Less secrecy. is OBM, which would have to
their reduced usage of the system). develop guidance for Program

BWC may have numbers 1 & 3Budget implementation and
In fiscal year 1996, theijn hand. Administrator Conrad gxecutive oversight.
assessment rate for SIF employeigppointed by Governor Voinovich
was a percentage of payroll: .371 pgh September 1995, seems likely to BWC’s upcoming budget
$100 of payroll for private stay at BWC's helm until 1998 wherhearings for the Legislature,
companies insuring through the SIFhe Governor completes his currerftowever, could be presented and
and .231 per $100 payroll for publicterm, and he succeeded in managifdscussed with project costs,
employer taxing districts. Forstakeholder involvement in the HPpimeframes, and descriptions
public employer state agencies thgrocess so that an agreed-upon pl@fesented in a coherent fashion,
rate was .235 per $100 payroll. Th@merged in the end. Continue®€rhaps by division. BWC’s
assessment rate for self-insureguccess in managing stakeholders@ivisions include  Claims
companies was .1084 multiplied bythe future would go a long wayManagement, Risk Management,
the company’s paid compensationtoward allowing BWC to plan its Fraud, MIS, Finance, and Human
budget around project description®esources. We could avoid
The ACF assessment financegnd their implementation dates. discussions based on line items,
operations and new projects, such which tend to disguise overall
as the HPP. Indecision and senior program Budgeting, number 2, i§roject costs because these costs
administrative turn over within the g jargon term for an agency showingre divided amongst many line
agency lead to projects beinthow its funds will be spent byitems. Even Program Budgeting-
continuously redefined and theifprojects rather than line itemstype discussions require intensive
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preparation within the agency, andarge, complicated organizationsHPP plan has been developed and

a commitment to open exchange athe decisions made had botlmplementation is now underway.

information about operations andbeneficial and harmful outcomesWith adherence to and, certainly,

management vision. many of which were beyond theimprovement upon the four

control of single individuals. Also suggestions above, BWC can time

This article’s first title asks the it should be remembered that thesgrojects and ACF funding

guestion of whether the spendinglecisions were made by differentontributions more closely,

authority carry-forward of $20.2 people at different times, and théenefiting both employers and the

million is “prudence, folly or outcomes were inherited by the nexagency in the future!

neither?” Neither seems to be théecision-maker. Despite the rocky

best answer — as happens in marpath to it, a stakeholder-approved

Druc MonEy...
Revenue FRom DRUG FORFEITURES AND
ManpaTory Druc FINES AiDS Law

ENFORCEMENT

By MicHAEL R. TomaN

Each day it costs Ohio’s state anépW enforcement agencies. Theand real estate. Forfeiture laws have
local governments hundreds (if nofémainder of this article summarizesbecome part deterrent and part
thousands) of dollars to enforce th&®hio’s forfeiture and mandatoryresource for law enforcement to use
state’s drug laws. Beyond safeflrug fine laws and discusses the $1ih their efforts against serious
communities and occasionallymillion figure in more detail. In money launderers, gamblers, drug
rehabilitating an offender, the only2ddition, the article discusses hovoffenders, and drunk drivers.
dividends provided from the highforfeiture and fine revenue wasAlthough forfeitures have become
costs of drug enforcement ar€xpended by law enforcement ina useful law enforcement tool, they

moneys from drug forfeitures andl995. have had their share of controversy
mandatory drug fines. Who receives and constitutional challenges. Over
the revenue generated from dru§hio’s Drug Forfeiture Laws  the years Supreme Court decisions
forfeitures and fines? The arresting have caused states, including Ohio,

law enforcement agency receives Forfeiture programs are intendedo make several changes in their
the largess from the revenue. Ohio’® punish and deter criminal activityforfeiture laws. From 1990 to 1992
county Sheriffs and prosecutorsby depriving criminals of property Ohio passed four separate bills that
municipal and township policeused or acquired through illegalmade comprehensive changes to the
agencies, university and campusctivities! In addition, the programs forfeiture laws, which included
police, and park districts are allhave made seized property availableeparate statutes for criminal and
beneficiaries of drug forfeitures andes assets to strengthen laweivil forfeitures of property and
mandatory fines. In 1995, assetenforcement. Seized and forfeitedlisposition of forfeited property, and
from drug forfeitures and mandatoryproperty may include businessesa statute regarding the motion for
drug fines generated an estimatecash, bank accounts, automobileyossession of unlawfully seized
$10 million in revenue for Ohio’s boats, airplanes, jewelry, art objectsproperty. New laws also allowed
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townships and park districts to s Third, any remaining funds arefor undercover work, whereas
receive forfeiture revenue, and generally distributed equitably toobscene materials and firearms are
applied forfeiture procedures to the law enforcementtrust fund(syequired to be destroyed. In the
juvenile delinquency proceedings. of the prosecuting attorney andnstance of vehicles and computers,
Since 1992 Ohio has made relatively arresting law enforcementthey can also be used for law
few changes to its forfeiture laws. agencies. Forfeitures made bgnforcement purposes.

state law enforcement agencies,

Currently, any person who is such as the Highway Patrol, are Beyond the distribution and
convicted of or pleads guilty to a distributed to other specific statespending rules required of law
felony drug abuse offense is subject funds. If the forfeiture was enforcement agencies by state law,
to criminal and civil forfeitures if  rendered in a juvenile court, theare reporting requirements. Under
1) the property constitutes, or is courtis required to distribute tenexisting law, each prosecutor and
derived directly or indirectly from,  percent of the moneys to one olaw enforcement agency that
any proceeds that the person more alcohol and drug addictiorreceivesforfeiture moneys is
obtained directly or indirectly from treatment programs certified byrequired to submit to the Attorney
the commission of the felony drug the Department of Alcohol andGeneral (AG) annual financial
abuse offense, or 2) the property was Drug Addiction Services. It reports addressing how much
used or intended to be used in any should also be noted that of thdorfeiture revenue they received and
manner to commit, or to facilitate moneys distributed to the varioushow the revenue was expended.
the commission of, the felony drug law enforcement trust funds, ten
abuse offense or atAfter an arrest, percent of the first $100,000How Much Revenue is
a separate hearing is held to collected must be used inGenerated from Drug
determine whether the seized connection with community Forfeitures?
property is subject to forfeiture. The preventive education programs.
prosecuting attorney must generally Twenty percent of any moneysin - according to the financial
establish either (1) or (2) above by excess of $100,000 shall also bgaports submitted to the AG’s office,
a preponderance of the evidence (in distributed for the same purposeghijo’s law enforcement agencies
criminal forfeiture hearings) or collected nearly $7 million in
prove by clear and convincing The distribution rules for certainfg fejture revenue in 1995 (see
evidence (in civil forfeiture property differ from those describedrape 1), This figure was calculated
hearings) — note there are otheabove, that property being: vehiclesi,om the 580 law enforcement
procedural differences betweerndrug paraphernalia; drugs; firearmsygencies that reported to the AG’s
criminal and civil forfeitures. Once computers; obscene materials; angffice. ~ Although there are
aforfeiture is rendered, the proceedseer, liquor, and alcohol. Forgphroximately 1,000 law
of a sale of property and forfeitedexample, drugs can be destroyed Qihforcement agencies in the state,
moneys are distributed as follows:used by law enforcement agencieggencies are only required to submit

* First, to the payment of the costs

of the sale and to the costs Table 1: 1995 Reported Forfeiture Total
incurred by law enforcement (N=580 Agencies)
agencies and financial 1995 Percent of
institutions in connection with lblaW_E”f‘l’/r\‘;l‘Tlme”tPTﬁ’Pe Reggr;ed _;Il'.otal* T‘lt?e(y
: : unicipal/Village Police .3 million .6%
fnee:iznl':erﬁance(lc':oeéts of Zt;)el;l?agz;]d County Sheriffs $1.1 million 16.2%
' ! County Prosecutors $900,000 13.3%
so forth). State Agencies $800,000 11.8%
Drug Task Forces $400,000 5.9%
» Second, to the payment of the Township Police $200,000 2.9%
value of any legal right, title, or Other Agencies $90,000 1.3%
interest in the property such as Total $6,790,000 100.0%
lienholders. *With the exception of “Other Agencies”, these figures are rounded to the

nearest $100,000; “Other Agencies” is rounded to the nearest $10,000.
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an annual report if they receivecollecting over $600,000. The otheyears is also included in these
forfeiture revenues. Of the agencietop forfeiture collecting agenciesreports, as are forfeitures under the
that reported, only 46% collectedanged from county sheriffs tocorrupt activity laws. However, the
revenue from drug forfeitures. Themunicipal police agencies. Keep imumber of forfeitures made under
percentage of agencies that receivadind the forfeiture distribution rulesthe DUl and Corrupt Activity
forfeiture revenue is likely muchensure that costs incurred by laviorfeiture laws is likely relatively
lower for the other 420 agencies thadnforcement and financialsmall compared with forfeitures
did not report since 1) they did noinstitutions, and moneys owed taassociated with drug crimes. Also
report, and 2) those consisted dkgal rights or lienholders is takerlaw enforcement agencies often
primarily small municipal and from the top of any forfeiture. Forkeep seized vehicles for their own
township agencies that generallyexample, a police agency seizes ase and a portion of the revenue
make fewer drug arrests andoatworth $10,000; prior to the salgenerated from DUI forfeitures is
forfeitures. Another hint thatof the boat, the law enforcemendistributed to the Crime Victims
suggests the non-reporting agenciesyency incurs storage costs totalinReparations Fund and the D.A.R.E
did not collect any significant $1,000 and the owner of the boaprogram. Thus, the amount of
forfeiture revenue is the fact thastill owed the bank $5,000. Afterrevenue generated from these
agencies that reported includedtorage costs and the bank is paiflorfeitures is relatively small
nearly every county sheriff andthe law enforcement trust fundcompared to drug forfeitures.
prosecutor and all the larger policavould only receive $4,000.

departments in the metropolitarFurthermore, if the drug arrestOhio’s Mandatory Drug Fine
areas of the state. Although itis verynvolved more than one law| gws

possible that some of the agenciesnforcement agency, forfeiture and

that did not report collectedfine revenue would likely be sSenate Bill 67 of the 116th
forfeiture revenue, the amount iglistributed to each participatingGeneral Assembly (1986) first
likely insignificant. It should be agency. Thus, if $7 million seemsestablished mandatory drug fines for
noted that the 1995 forfeiturelow, it's because this figure onlya|| non-indigent felony drug
estimate should not be used toepresents the amount deposited infgafficking offenses. Before the bill
generalize about annual forfeituresagency trust funds. Total forfeituresyas passed judges had discretion in
as the figure likely varies from yearbefore costs and moneys owed tgelecting the fine imposed on those

to year. legal rights are shaved off the topgonvicted of felony drug offenses.
are significantly higher than the $7rines generally varied depending on
Of the agencies that reportedmillion figure. the nature and the amount of the

450 collected less than $5,000 in controlled substance involved, the
forfeiture revenue while only 13  The above forfeiture figure alsoseverity of the offender’s behavior,

collected more than $100,000 irincludes revenue generated fromnd the offender’s criminal record.
revenue (see Table 2). Theriminal and civil forfeitures not Mandatory drug fines also varied,
Cleveland Police Department wasssociated with drug crimesyanging from $1,000 to $50,000
the top forfeiture beneficiary, Revenue from vehicles forfeiteddepending on the number of
collecting nearly $1 million, while from drunk drivers convicted of convictions of each specific offense.
the Highway Patrol was secondthree or more violations within five | jke forfeiture revenues, mandatory

drug fine moneys are distributed to
the law enforcement trust fund of

Table 2: Agencies Forfeiture Total Within Ranges the agency responsible for the arrest.
N=580 Agencies) Since their introduction, legislation
Range Number of Percent of expanded mandatory drug fines to
Agencies Agencies non-trafficking drug offenses and
$0 - $5,000 450 77.6% allowed township and park district
2?60880- $égboggo i; g-gz//" police agencies as well as the Board
$50,000 - $100,000 17 2.0% of Pharmacy, among others, to
$100,000 and up 13 2 204 receive mandatory drug fine

revenue. The most recent change
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to mandatory drug fines came with

Senate Bill 2, the felony sentencing Table 3: 1995 Reported Drug Fine Total

bill. Mandatory fines under S.B. 2 (N=580 Agencies)

were kept for non-indigent felony R I e e
one (F-1), felony two (F-2), and |8 e ion | 47.1%
felony three (F-3) drug offenses and CountypSheriffg ' $570,000 18.6%
were tied to the basic _flne schedule County Prosecutors $550,000 18.1%
set for all felony crimes. The State Agencies $250,000 8.2%
mandatory portion for F-1's, F-2’s, Drug Task Forces $140,000 4.6%
and F-3’s is half the schedule’s Township Police $80,000 2.6%
maximum fine. For example the Other Agencies $17,000 0.6%
maximum fine for an F-1 offense is Total $3,037,000 100.0%

$20,000, thus the mandatory drug *These figures are rounded to the nearest 10,000.

fine would be $10,000. Fines
imposed for F-4 and the newly

created F-5 offenses are based upon Table 4: Agencies Drug Fine Total Within Ranges
thejgdggs discretion. However, the N=580 Agencies)
distribution rules remain the same. Range Number of Percent of
Agencies Agencies
How Much Revenue is $0 - $5,000 465 30.2%
Generated from the $5,000 - $10,000 53 9.1%
$50,000 - $100,000 7 1.2%
$100,000 and up 5 0.9%

Law enforcement agencies that

receivemandatory drug fine revenue o
are also required to submit to the AGNY  Significant  amount  of fine revenue. The AG report

annual financial reports addressin§a@ndatory drug fine revenue for theseparates spending into  six

how much fine revenue theyS@me reasons discussed undefategories:
received and how the revenue wal9rfeitures above.

expended. According to the

investigations,

prosecution, training, personnel,
equipment, and other. Of the law

financial reports submitted to the Of the agencies that reportedenforcement agencies that reported,
AG’s office, Ohio’s law 465 collected less than $5,000 whilglightly more revenue was expended
enforcement agencies collected ovély S collected more than $100,00@han what was collected in 1995.

an estimated $3 million in(See Table 4). The State Highwayrhis is the result of 1994 forfeiture

mandatory drug fine revenue irfatrol was the top mandatory drugand fine revenue carried into 1995
1995 (see Table 3). This figure wadine beneficiary, collecting over as a fund balance. In 1995, law
calculated from the 580 law$220,000, while the Cincinnati enforcement agencies spent 43% of
enforcement agencies that reportegolice Department was secondiheir forfeiture revenue and 46% of
to the AG’s office. As stated abovecollecting nearly $200,000. Thetheir mandatory drug fine revenue
there are approximately 1,000 lavPther top fine collecting agencieson equipment (see figure 1 and 2).
enforcement agencies in the statéanged from county sheriffs andThe second largest spending
however, agencies were onlynunicipal police to county category was “other;” agencies
required to submit an annual reporPfoSecutors. spent 38% of their forfeiture

if they received mandatory fine revenue and 24% of their mandatory
revenues. Of the agencies thdiow do Law Enforcement fine revenue on “other” purchases
reported, 60% collected revenué\gencies Spend their (including purchases such as books,
from mandatory drug fines; onlyForfeiture and Fine Money?  sweatshirts, and caps for the Drug
46% of the same agencies collected Awareness Reduction Education
revenue from drug forfeitures. As Law enforcement agencies ardD.A.R.E.) programs, helicopter and

for the 420 agencies that did notequired to report to the AG howcar maintenance, K-9 medical care,
report, it is unlikely they collectedthey expended their forfeiture andand cellular phone bills, to name a
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few). The remainder of the revenue
was spent on investigations,
prosecution, training, and personnel.
It should be noted that many
agencies did not expend their entire
1995 fund balance, thus, these
moneys were carried into 1996.

Drug Money in Review

Forfeitures and fines resulting
from drug arrests have enabled state
and local police agencies all across
Ohio to increase enforcement and
education activity within their own
community. Without the revenue,
law enforcement agencies may not
have been able to go the extra mile
to purchase law enforcement
equipment and provide drug
education. Beyond enforcement and
education, fines and forfeitures
provide one additional benefit, in
that they stretch your tax dollar.
Each dollar collected from drug
forfeitures and fines can assist
political subdivisions and law
enforcement agencies in allocating
tax dollars elsewhere. And that is
Drug Money well spent.

Other
38%

Personnel
5%

Figure 1
Spending of Forfeiture Revenue

Investigations prgsecution
6% 3% -
Training
6%

Equipment
43%

Personnel
9%

Figure 2
Spending of Mandatory Drug Fines
Other Investigations
24% 14% Prosecution
3%
Training
5%
Equipment

46%

1 United State General Accounting OfficéAsset Forfeiture, Historical Perspective on Asset Forfeiture Issues, March 19, 1996

ppg. 2-5.

2 The Felony Drug Abuse Law was expanded recently via H.B. 125 which now includes certain drug abusers within the law, making

forfeitures applicable to those offenders as well.
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Government Services Television Network Index
By Joshua N. Slen

The Legislative Budget Office receives a monthly video tape which offers general training and information
segments that are applicable to all levels of government. The video tapes are kept at the LSC library, which is
located on the 9th floor of the Vern Riffe Center for Government & the Arts, and are available to all members of
the General Assembly and their staff. If you have questions about the availability of one of the tapes:please
contact the LSC library at 466-5312. TiNovemberedition of the GSTN video contains five different
programs/segments which are outlined below. .

Segment/Topic Running Content/Description

Time
GSTN Journal / Various newsworthy 11:15 This month’s journal includes segments on local
topics from around the country. governments and the internet, a 311 non-emergenty

phone number pilot program, a new garbage
collection system, and other newsworthy topics
from around the country.

Leadership Spotlight/Marketing Your 12:00 A useful segment that focuses on what facts to

Downtown - Facts and Visions gather and how to develop a vision in order to
create a vibrant downtown. The program uses lowa
Falls, lowa as an example of a successful downtown

R R I I I I B A )

marketing project. .
Training Track/Family and Medical 18:45 The program discusses the impact of the
Leave Act Family and Medical Leave Act (FMLA) on

local governments. The details of what .
constitutes legal compliance with the actin
different situations are discussed. .

Human Factor/Communications Skills1930 Male (“M”) and Female (“F”) cultures are

and Gender Styles differentiated and defined. The importance of
understanding gender differences when
communicating in the workplace is
highlighted.

Money Watch/Intelligent 18:00 This program looks at Montgomery County, -
Transportation Systems Maryland in order to identify the three
principal goals of an intelligent transportation :
system. The key objectives as identified in the
segment are the tracking of traffic patterns,
management of traffic flow, and providing .
information to the public. The costs and .
benefits of developing intelligent .
transportation systems are discussed.
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