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Budget Footnotes

A NEWSLETTER OF THE OHIO LEGISLATIVE SERVICE COMMISSION

FiscaL OVERVIEW
—Allan Lundell

January saw acontinuation of the U.S. economic expansion, but
theexpans on appearsto belessrobust thanlast year. Generd Revenue
Fund (GRF) recel ptsand disbursementswere above estimatefor the
month. For the fiscal year to date, total GRF receipts are above
estimate, total program disbursements are below estimate, and the
cash balanceisaboveitsexpected level.

Tracking the Economy

The U.S. economy continued to grow in January, though some
sectorsdowed. InJanuary, nonfarm payroll employment roseand the
unemployment ratefell toitslowest level in morethan threeyears.
Factory production roselast month but utility output shrank. Retail
salesgrew at many retailersbut declined at motor vehicledeaerships.
Thehousing market remained vigorous. Short-terminterest ratesrose
again, asthe country’ scentral bank raised itsmonetary policy target
another notch, but longer-terminterest ratesremain low.

Receipts

Total GRF receiptsfor January were $53 million (2.2%) above
estimate, state-source receipts were $103 million (5.3%) above
estimate, tax revenue was $93 million (4.9%) above estimate, and
revenues from the “major” taxes were $90 million (4.8%) above
etimate.!

One month past the midpoint of thefisca year, theoverall revenue
picture remainsmildly encouraging. Through January, total GRF
receipts are $57 million (0.4%) above estimate and state-source
receipts are $165 million (1.6%) above estimate. Total GRF tax
revenueis$163 million (1.6%) above estimate and GRF revenues
from the “major taxes’ are $176 million (1.8%) above estimate.
Encouragement is provided by the personal incometax (3.9% above
estimate), but the nonauto salestax has slipped to just 0.9% above
edimate.
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Table 1
General Revenue Fund
Simplified Cash Statement
(in millions)
Month Fiscal Year
of January 2005 to Date Last Year Difference

Beginning Cash Balance -$732.8 $533.1

Plus Revenue and Transfers In $2,455.9 $13,952.1
Available Resources $1,723.1 $14,485.3

Less Disbursements and Transfers Out $2,212.7 $14,974.9
Ending Cash Balances -$489.6 -$489.6 -$557.7 $68.1

Less Encumbrances and Accts. Payable $596.5 $460.5 $136.0
Unobligated Balance -$1,086.1 -$1,018.1 -$67.9

Plus BSF Balance $180.7 $180.7 $0.0
Combined GRF and BSF Balance -$905.4 -$837.4 -$67.9

Disbursements Cash Balance

January total GRF program disbursementswere
$187 million (9.2%) above estimate.
Disbursements for primary and secondary
education were $113 million (23.9%) above
estimate, disbursementsfor health care/Medicaid
were $56 million (6.8%) above estimate, and
disbursements for justice and corrections were
above estimate by $42 million (23.9%).
Disbursementsfor Temporary Assstlanceto Needy
Families (TANF) were below estimate by
$30 million (56.0%).

Year-to-datetotal program disbursementsare
$112 million (0.7%) below estimate.
Disbursements for primary and secondary
education are $41 million (1.0%) below estimate
and disbursements for higher education are
$33 million (2.4%) below estimate. Disbursements
for health care/Medicaid are $8 million (0.1%)
below estimate and total disbursementsfor welfare
and human servicesare $64 million (0.9%) below
estimate. Disbursements for debt service are
$17 million (6.4%0) below estimate. Disbursements
for justiceand correctionsare $38 million (3.3%)
aboveestimate.

Asshownin Table 1, the GRF began January
with anegative cash baance-$733 million. Monthly
revenuesplustransfersintotaled $2,456 millionand
disbursements plus transfers out totaled
$2,213 million. Themonthly surplusof $243million
raised themonth-end cash ba anceto-$490 million.2
Thisamountis$68 million higher (lessnegative) than
ayear ago, and $136 million higher (Iessnegative)
than theba ancethat would haveresultedif receipts
and disbursements had equal ed their estimatesfor
thefirst seven monthsof thefisca year.

Although anegative cash balance may appear to
be a cause for concern, the cash balance, due to
thetiming of revenuesand disbursements, isgenerdly
negativeearly inthefisca year beforeturning postive
later intheyear. Theexpected patternfor FY 2005
isshown in Chart 1, which presents the monthly
estimatesof receiptsand disbursementsfor FY 2005
and the estimated monthly ending cash balances
based on those estimates. Chart 2 presents a
comparison of actua monthly ending cash balances
and the estimated monthly ending cash balances
based on the monthly estimates of receipts and
disbursements. Theending cash balanceistracking
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Chart 1: Estimated FY 2005 Receipts,
Disbursements, and Ending Cash Balances
(in millions)
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Jul-04 | Aug-04 | Sep-04 | Oct-04 | Nov-04 | Dec-04 | Jan-05 | Feb-05 | Mar-05 | Apr-05 | May-05 | Jun-05

H Receipts $1,748 | $1,905 | $2,044 | $1,959 | $1,791 | $2,047 | $2,403 | $1,676 | $2,033 | $2,606 | $2,151 | $2,501
Disbursements | $2,074 | $2,172 | $2,129 | $2,298 | $2,375 | $1,985 | $2,022 | $1,835 | $1,928 | $2,156 | $2,243 | $1,717
M Cash Balance | $208 | -$60 | -$145 | -$485 |-$1,069(-$1,007 | -$626 | -$785 | -$680 | -$230 | -$321 | $463

Chart 2: Actual and Estimated Ending Cash Balances
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M Actual $224 -$43 -$126 | -$466 | -$948 | -$733 | -$490
M Estimate | $208 -$60 -$145 | -$485 | -$1,069 | -$1,007 | -$626 | -$785 | -$680 | -$230 | -$321 | $463
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ahead of (lessnegativethan) the estimate thusfar amount is$68 millionlower (morenegative) thana
thisfiscal year. year ago. The$181 million balancein the Budget
Stabilization Fund (BSF) isthe sameasayear ago,

Encumbrances and accounts payable of so the combined GRF and BSF balance of
$597 million combinewiththecash baancetoyidd -$905 millionisaso $68 millionlower thanitwasa

an unobligated balance of -$1,086 million. This year ago.

1The"major taxes’ arethe personal incometax, the sales and use tax, the corporate franchise tax, the public
utility excisetax, and the kilowatt-hour tax. Inaddition to providing revenuefor the GRF, these taxes contribute
to the Local Government Fund (LGF), the Local Government Revenue Assistance Fund (LGRAF), and the
Library and Local Government Support Fund (LLGSF). For FY 2005, the major taxes are expected to account
for approximately 70% of total GRF receipts and 90% of state-source GRF receipts.

2 The GRF began FY 2005 with a $533 million cash balance. Thiswas $137 million higher than the cash
balance at the start of FY 2004 but was much lower than the balances during the years before the most recent
recession. Through January, FY 2005 revenues plustransfersin totaled $13,952 million and disbursements plus
transfers out totaled $14,975 million. The year-to-date deficit of $1,023 million reduced the month-end cash

balanceto -$490 million.
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TRACKING THE EcoNnomy

% Phil Cummins

The nation’s economy continued to grow in
January, though some sectorsdowed. Thisfollows
lessrapid growthinlast year’ sfourth quarter, when
inflation-adjusted grossdomestic product increased
at a 3.1% annual rate. For all of last year, the
economy grew 4.4%. In January, nonfarm payroll
employment rose and the unemployment ratefell to
itslowest level inmorethanthreeyears. Purchasing
managers noted further growth in measures of
activity, but gainswerelesswidespread thaninearlier
months. Factory production rose last month but
utility output shrank. Retail sales grew at many
retailersbut declined at motor vehicle dea erships.
Thehousing market remained vigorous. Pricesrose
sharply in January for producer finished goodsother
than foodsand energy, but other inflation measures
showed only modest increases or declines. Short-
terminterest ratesroseagain, asthe country’ scentrd
bank raised itsmonetary policy target another notch,
but longer-terminterest ratesremain low.

The Nation’s Employment Grows and
Unemployment Declines

Tota employment nationwideon nonfarm payrolls
rose146,000in January, and unemployment declined

to 7.7 million persons or 5.2% of thelabor force.
The fall in the number of people counted as
unemployed reduced the unemployment ratetoits
lowest level since September 2001. An annual
revision to the payroll employment figures,
incorporating results of a count of the number of
payroll jobs in March 2004, raised the level of
employment last year by nearly 200,000 (0.2%).
Withthisupward revision, payroll employment |ast
month of 132.6 millionwasat anew all-timehigh,
surpassing the previous peak for the nation in
February 2001. ThisrevisionisshowninChart 1.
Employment gainsneverthd esscontinuesmdler than
inpast businessexpansons. Evenat thedower pace
of real GDP growth inthefourth quarter of 2004,
employment growth of closer to 200,000 each month
might be expected based on past patterns. Therise
in employment in January was mostly in service
industries. Manufacturing employment fell 25,000
last month, and has declined every month since
August 2004 after rising from a cyclical low in
February. At 14.3 million, factory employmentis
only 11% of the country’ snonfarm payrolls, down
from 15% adecade ago.

Chart 1: Total Nonfarm Payroll Employment
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Chart 2: Manufacturing Employment
Millions, Seasonally Adjusted
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Figures for January employment and
unemployment in Ohio are scheduled for releaseon
February 25. Datacurrently available show Ohio
underperforming versus the nation over the past
severd years. Manufacturing employment declined
somewhat more steeply, in percentageterms, inthe
state. Ohio nonmanufacturing employment was
about flat for nearly twoyearsafter anearlier decline,
incontrast with rising nonmanufacturing employment
inthenationtoanew al-timepeak. Thesepatterns
are shown in Chart 2 and Chart 3. The peak for
Ohio total nonfarm payroll employment was June

2000. From that month through December 2004,
the number of jobs here fell by 281,000 or 5%.
During thissame period, manufacturing employment
inthe state declined 203,000 or 20%, accounting
for nearly three-fourths of thefall in Ohio’ stotal
employment. Nationwide, factory payrollsfell about
3millionor 17%during thisperiod. Thenumber of
nonmanufacturing payroll jobsin Ohiowas 78,000
or 1.7%lower in December 2004 than in June 2000.
In contrast, nonmanufacturing payrollsnationwide
rose 3.6 million or 3.1% during this period.
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Expansion Continuing but Less Robust Than
Last Year

A monthly survey of purchasing managers at
manufacturersnationwide, by thelngtitutefor Supply
Management, indicated that factory orders,
production, inventories, and employment continued
toexpandin January. However, increasesin activity
were less widespread than last year. Purchasing
managersreporting higher order backlogsin January
only slightly outnumbered those seeing declines.
Increasesin prices paid continued widespread, but
lesssothanin 2004. Only one commodity, steel,
wasreported in short supply. Respondentsat capital
goods producers commented that they expect
demand to remain strong in domestic and foreign
markets. Purchasing managers surveyed at
nonmanufacturing organizations aso reported
expanding activity in January but at aslower pace
thanin December. Backlogsof ordersfell, after 20
consecutive months of increases; however, 40% of
the nonmanufacturing respondents said they do not
measure backlogs. Asinthe manufacturing sector,
priceincreaseswerelesswidespread.

Industrid production wasunchanged in January,
reflecting 20.4% risein manufacturing offset by a
sharp drop in utility production, attributed to
unseasonably warmweather, and asmall declinein
mining output. Factory output last month was5.2%
aboveayear earlier. Production of consumer goods
dowed 0.4% in January, mainly reflecting cutbacks
inoutput of light trucksand other durables, and was
2.2% higher than ayear earlier. Incontrast, business
equipment productionrose 1.1% last monthto 10%
above January 2004. Output of defense and space
equipment was al so up strongly in January froma
year earlier, by 8.5%, but was unchanged from
December.

Factory ordersnationwide, intotal, continued to
rise through year-end 2004. For al of last year,
manufacturers new orderswere 11% higher thana
year earlier. Unfilled ordersin December were 9%
abovetheir year-earlier level. Nondefense capita
goods new orders, anindicator of future business
investment in equipment, were 14% higher last year

thanin 2003, and order backlogsat year-end were
11%higher.

Retail Sales Held Down by Slower Vehicle
Market

Retail sdesfell 0.3%in January, mainly reflecting
a3.3% declinein salesof motor vehicleand parts
dealers. Dedlersresponded to sluggish January
saleswith another round of incentives on sel ected
models. Excluding motor vehicles, retail sdlesrose
0.6% last monthto 7.6% aboveayear earlier. Retall
linesup strongly inthe past year include building
meaterials; garden equipment and supplies; gasoline
stations, mostly dueto higher prices; and nonstore
retailers, a category that includes catalog and
Internet sales.

Housing Strong Especially in the South

Defying expectations of a slowing this year,
housing startsin January, on aseasonally adjusted
basis, rose4.7%toa2.16 million unit annual rate
neationwide, thehighest monthly paceof activity snce
1984. Startsonsingle-family homeslast monthwere
the strongest on record, going back to 1959. The
strength was concentrated inthe South, where starts
rose19%. IntheMidwest, housing startsfell 12%.
Seasonal adjustmentsto measures of construction
activity arelargeinwinter months, particularly in
northern states, because of wesather effects.

I nflation I ndicators Mixed

Thereport on producer pricesfor January gave
mixed sgndsregardinginflation. Indexesfor finished
foodsand energy declinedin January, but finished
goods other than food and energy rose more
sharply, by 0.8%, than in any month since 1998.
Several product categories showed sizable price
increases from December to January, including
tobacco products, up 3.1%; a coholic beverages,
2.8%; passenger cars, 1.2%; light trucks, 0.9%;
sporting and athletic goods, 0.9%; women's, girls,
andinfants appard, 0.6%; pharmaceuticas, 0.6%;
and capital goods, 0.6%. Changesin the producer
priceindex for finished goods excluding food and
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Chart 4: Producer Price Index for Finished Goods
Excluding Food and Energy
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energy areshown in Chart 4. At earlier stages of
production, the priceindex for crude materialsfell
2%, the second consecutive monthly decline, and
intermediate goods pricesrose 0.4%, lessthanin
most monthslast year.

I nterest Rate I ncreases Ahead

Thenation’ scentral bank, aswidely expected,
raiseditstarget for federd funds, theinterest rateon
overnight interbank loans, by 0.25 percentage point
to 2.5% at its meeting in early February. In
semiannual Congressional testimony, Federal

Reserve Chairman Greenspan characterized the
inflation-adjusted federa fundsrateas”fairly low.”

Witheconomicexpangonwe | established, thecentra

bank will almost certainly continue to tighten
monetary policy. Although thereport accompanying
his testimony forecast a low and stable rate of
inflation, Chairman Greenspan noted uncertainties
in the outlook for inflation related to future
productivity growth and theimpact of any further
fdl intheforeign exchangevaueof thedollar. Bond
market yieldstraded higher following thetestimony,
but remain low.
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Status of the General Revenue Fund

REVENUE

— Jean Botomogno, Glenn Wintrich, and Allan Lundell

Tota Genera Revenuefund (GRF) receiptsfor
January were $53.3 million (2.2%) aboveestimate.
State-source receipts (tax revenue plus nontax
revenue plus transfers in) were $102.6 million
(5.3%) above estimate, total tax revenue was
$93.0 million (4.9%) above estimate, and revenue
fromthe“ major taxes’ was $90.0 million (4.8%)
aboveestimate.*

Revenue from the personal income tax was
$71.8 million (8.0%) above estimate and revenue
fromthe corporatefranchisetax wasaboveestimate
by $52.4 million (25.9%). Revenue from the
nonauto salesand usetax was below estimate by
$32.0 million (4.8%). Federal grants were
$49.3 million (10.6%) bel ow estimate.?

Seven monthsinto the fiscal year, total GRF
receipts of $13,952.1 million are $56.5 million
(0.4%) above estimate. State-sourcereceiptsare
$164.6 million (1.6%) above estimate, GRF tax
revenueis$163.0 million (1.6%) above estimate,

and total GRF revenuesfrom the major taxesare
$175.9 million (1.8%) above estimate. Federa
grantsare $108.1 million (3.2%) below estimate.
Revenue from the personal income tax is
$177.6 million (3.9%) above estimate.

For the fiscal year to date, total GRF receipts
areup 5.1% compared to FY 2004. State-source
receiptsareup 7.0%, total tax revenueisup 7.8%,
and revenue from the major taxes is up 8.2%.
Federd grantsare down 0.8%. If the$193 million
in one-time revenue received in October 2003 is
removed fromthe FY 2004 total for federa grants,
then FY 2005 federal grantsareup 5.4%. Chart 1
compares FY 2005 receiptswith FY 2004 receipts
and FY 2005 estimates.

Personal | ncome Tax
The GRF received $966.3 million from the

persona incometax in January. Thisamount was
$71.8 million (8.0%) greater than estimated. Most

Chart 1: Year-to-Date GRF Receipts
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Chart 2: Cumulative Year-over-Year Percentage Changes in Sales and
Use Tax Receipts
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of this increase was due to a strong month for Salesand Use Tax

estimated payments.® Estimated payments were
$65.5 million (17.3%) above estimatefor January.
Withholding was$2.0 million (0.3%) aboveestimate
and refunds were $5.6 million (6.8%) less than
expected for January.

For thefiscal year to date, the GRF hasreceived
$4,767.0millionfromthe persona incometax, which
is $177.6 million (3.9%) above estimate. The
$4,496.2 million in revenue collected through
withholdingis$15.5 million (0.3%) aboveestimate.
Year-to-date quarterly estimated payments of
$885.8 million are $103.4 million (13.2%) above
estimate. Refundsfor theyear total $204.9 million,
whichis$28.6 million (12.2%) below estimate.

Comparedto ayear ago, GRF revenuefromthe
persond incometax isup 9.4%. Withholding, which
reflectsthe condition of Ohio’ slabor market, isup
5.3%. Quarterly estimated paymentsare up 17.5%,
gross collections are up 7.3%, refunds are down
12.2%, and net collections(gross collectionsminus
refunds) are up 8.3%.

January 2005 sales and use tax revenues were
$704.4 million, $32.7 million (4.4%) below
projected revenues. Salesand usetax receiptsin
themonthwere $13.9 million (2.0%) above January
2004 revenues. Receiptsfrom the nonauto sales
and use tax in January 2005 were 4.8% below
estimates, whilethose from the auto salesand use
tax were0.9% bel ow estimates. Monthly tax receipts
partly reflect taxableretail sdlesactivity intheprior
month and also taxable retail sales during that
month.*

Asof January 2005, FY 2005 year-to-date sales
and usetax revenueswere $4,718.4 million, $14.9
million (0.3%) above estimates. FY 2005 year-to-
date sales and use tax receipts were also $289.0
million (6.5%) higher than year-to-datetax receipts
in January 2004. Chart 2 compares year-to-date
sdesand usetax revenuesin FY 2005 and FY 2004.
Through January, the nonauto sales tax shows a
healthy year-over-year revenue growth of 8.4%,
while receipts from the auto salestax were 4.6%

Budget Footnotes
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Chart 3: Nonauto Sales Tax Variance from August 2004 Estimates
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below receiptsin the same period last year. The ~ Auto SalesTax

cumulativeyear-over-year percentage changeintota
salesand usetax receipts declined to 6.5%, down
from 7.4% at the end of the second quarter of FY
2005.

Nonauto Salesand Use Tax

In January 2005, nonauto sales and use tax
revenueswere $629.5 million, $32.0 million (4.8%)
below estimate. Thesereceiptswere $10.4 million
(1.7%) aboverevenuesinthesamemonthlast year.
Through January, FY 2005 year-to-date nonauto
salesand usetax revenueswere $4,098.6 million,
$35.1 million (0.9%) higher than estimate. FY 2005
year-to-date receipts were also $319.2 million
(8.4%) aboverevenuesin the same period in FY
2004. At theend of the second quarter of FY 2005
(December 2004), the cumul ative year-over-year
percentage change in nonauto sales and use tax
receipts was 9.8%. FY 2005 nonauto sales and
usetax receiptsareinflated by the effects of thetax
rateincreaseon July 1, 2003, by receiptsfromthe
salestax onlocal phonecalls(Am. Sub. H.B. 95,
effective January 1, 2005), and by receiptsfrom the
sdestax base expans on (with collectionsthat started
generally in September 2003).

Auto sdesand usetax receiptswere$74.9 million
in January 2005, $0.7 million (0.9%) below
estimates. Theclerksof court generally makeauto
tax paymentson Monday for taxes collected during
the preceding week on motor vehicles, watercraft,
and outboard motorstitled. Therefore, auto sales
tax receiptslargely reflect vehicles sold and titled
duringthemonth. Compared torevenuesinthesame
month ayear ago, auto salesand usetax receiptsin
January 2004 were $3.5 million (4.9%) higher.
Through January, FY 2005 year-to-date auto sales
tax receipts were $619.8 million, $20.3 million
(3.2%) below estimates. FY 2005 year-to-date
auto sales and use tax receipts were also
$30.2 million (4.6%) below receiptsin the same
periodinFY 2004.

Corporate Franchise Tax

Major tax receiptsunder the corporatefranchise
tax are due in the second half of the fiscal year.
Activitiesunder thefranchisetax inthefirst half of
thefiscal year aregenerdly refunds, tax payments
dueto audit findings, late payments, and other tax
reconciliations. Thefirst major corporatefranchise

February 2005
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Chart 4: Auto Sales Tax Variance from August 2004 Estimate
(in millions of dollars)
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tax payments in FY 2005 occurred January 31,
2005. Corporatefranchisetax receiptsinthemonth
were $255.1 million, $52.4 million (25.9%) above
estimate, and $137.6 million (117.1%) above January
2004 receipts.  Of the $255 million received in
January, $229.9 million wasreceived on January 31.
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Through December 2004, FY 2005 corporate
franchise net tax revenues were negative, at
-$16.7 million, $53.0 million bel ow estimates, and
$33.6 million below FY 2004 year-to-datereceipts
through December 2003. Through January 2005,
FY 2005 year-to-date revenues were

Chart 5: Corporate Franchise Tax Variance from August 2004 Estimates
(in millions)
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Chart 6: Cigarette Tax Variance from August 2004 Estimates
(in millions)
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$238.3 million, $0.6 million (0.3%) below estimates,
and $104.0 million (77.5%) above year-to-date
revenues in FY 2004. The surge in corporate
franchisetax receiptsin January 2005 amost erased
the cumulative deficit and brought year-to-date
receiptsalmost up to par with estimates.

For franchise tax purposes, the second-half of
thefiscal year may bedivided into threedistinct tax
periods. the January-February tax period, the
March-April tax period, and the May-June tax
period. Because the payment date for the first
payment falsonthelast day of themonthin January,
thereisusually aspillover of tax collectionsinto
February. Thus, itistoo early to predict how this
tax will farethisfiscal year. Adding January’ stake
to February receipts would provide a better
indication of the corporatefranchisetax’ sprospects
in FY 2005. FY 2005 corporate franchise tax
revenues are expected to be about $91 million
(11.1%) above FY 2004 receipts. At the end of

Oct-04 Nov-04 Dec-04 Jan-05

January 2005, year-to-date collectionswereon track
to achievetheseresults.

Cigarette and Other Tobacco Products
Tax

Cigarette and other tobacco productstax receipts
in January 2005 were $46.0 million, $1.2 million
(2.7%) above estimates. Cigarette tax revenues
were $43.6 million, while other tobacco products
revenueswere $2.4 million. Total revenuesfrom
thistax sourcewere $1.5 million (3.4%) lower than
January 2004 receipts. Through January, FY 2005
year-to-date cigarette and other tobacco tax recei pts
were $297.6 million, $5.9 million (1.9%) below
estimates. Year-to-date receipts from the tax on
cigarettes were $280.4 million. Compared to
revenuesin the same period in FY 2004, year-to-
date cigarette and other tobacco products tax
revenueswere $1.1 million (0.4%) lower.

! The “major taxes” are the personal income tax, the sales and use tax, the corporate franchise tax, the public utility
excise tax, and the kilowatt-hour tax. In addition to providing revenue for the GRF, these taxes contribute to the Local
Government Fund (LGF), the Local Government RevenueAssistance Fund (LGRAF), and the Library and L ocal Government

Support Fund (LLGSF).
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2«Federal grants’ arefederal reimbursementsfor programs administered by the Department of Job and Family Services
such as Medicaid and Temporary Assistance for Needy Families (TANF). The amount received depends on expenses for
human services programs that require federal participation. Any changes in state spending in these areas will change
receipts from federal grants.

3 Quarterly estimated payments are made by taxpayers who expect to be underwithheld by more than $500. Paymentsare
dueon or beforeApril 15, June 15, and September 15 of the tax year and January 15 of thefollowing year. These payments
are usually made by taxpayers with significant nonwage income. This income often comes from investments, especially
capital gainsrealized in the stock market. Most estimated payments are made by high-income taxpayers.

4 Am. Sub. H.B. 40 changed the historical patterns of remittance of sales and use tax receipts starting in April 2003.
Under prior law, monthly sales and use tax receipts reflected taxabl e transactions in the prior month. Under current law,
certain large taxpayers must remit sales tax payments in the same month the transactions occur. Thus, monthly sales tax
receipts reflect taxabl e transactions in both the current and the prior months.
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Budget Footnotes 140 February 2005



Ohio Legislative Service

’ Previous

Table 2
General Revenue Fund Sources
Actual vs. Estimate
Month of January 2005
(in thousands)
Actual Estimate* Variance Percent

TAX REVENUE
Auto Sales $74,887 $75,598 -$711 -0.9%
Nonauto Sales & Use $629,492 $661,500 -$32,008 -4.8%

Total Sales & Use Taxes $704,378 $737,098 -$32,720 -4.4%
Personal Income $966,300 $894,500 $71,800 8.0%
Corporate Franchise $255,050 $202,644 $52,406 25.9%
Public Utility $67 $0 $67
Kilowatt Hour Excise $27,888 $29,400 -$1,512 -5.1%

Total Major Taxes $1,953,684 $1,863,642 $90,042 4.8%
Foreign Insurance $251 $24 $227 959.4%
Domestic Insurance $1 $0 $1 ---
Business & Property $5 $75 -$70 -92.8%
Cigarette $46,013 $44,800 $1,213 2.7%
Alcoholic Beverage $5,130 $4,047 $1,083 26.8%
Liquor Gallonage $3,591 $3,348 $243 7.3%
Estate $968 $700 $268 38.3%

Total Other Taxes $55,959 $52,994 $2,966 5.6%

Total Tax Revenue $2,009,644 $1,916,636 $93,008 4.9%
NONTAX STATE-SOURCE REVENUE
Earnings on Investments $0 $0 $0 -
Licenses and Fees $14,277 $4,480 $9,797 218.7%
Other Revenue $9,500 $10,697 -$1,196 -11.2%

Nontax State-Source Revenue $23,778 $15,177 $8,601 56.7%
TRANSFERS
Liquor Transfers $6,000 $5,000 $1,000 20.0%
Budget Stabilization $0 $0 $0 -
Other Transfers In $0 $0 $0 ---

Total Transfers In $6,000 $5,000 $1,000 20.0%
TOTAL GRF before Federal Grants $2,039,421 $1,936,812 $102,609 5.3%
Federal Grants $416,475 $465,764 -$49,289 -10.6%
TOTAL GRF SOURCES $2,455,896 $2,402,576 $53,320 2.2%
* August 2004 estimates of the Office of Budget and Management.
Detail may not sum to total due to rounding.
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Table 3

General Revenue Fund Sources

Actual vs. Estimate
FY 2005 as of January 2005
(in thousands)

Percent
Actual Estimate* Variance  Percent FY 2004 Change

TAX REVENUE
Auto Sales $619,800 $640,070 -$20,270 -3.2% $649,972 -4.6%
Nonauto Sales & Use $4,098,630 $4,063,500 $35,130 0.9% $3,779,462 8.4%

Total Sales & Use Taxes $4,718,429 $4,703,570 $14,859 0.3% $4,429,434 6.5%
Personal Income $4,767,044 $4,589,400 $177,644 3.9% $4,358,861 9.4%
Corporate Franchise $238,287 $238,928 -$641 -0.3% $134,270 77.5%
Public Utility $35,770 $49,100 -$13,330 -27.1% $83,513 -57.2%
Kilowatt Hour Excise $197,316 $199,900 -$2,584 -1.3% $197,004 0.2%

Total Major Taxes $9,956,847 $9,780,898 $175,949 1.8% $9,203,081 8.2%
Foreign Insurance $122,562 $123,098 -$535 -0.4% $114,772 6.8%
Domestic Insurance $170 $1,122 -$952 -84.8% $147 15.5%
Business & Property $932 $1,350 -$418 -31.0% $1,405 -33.7%
Cigarette $297,648 $303,500 -$5,852 -1.9% $298,759 -0.4%
Alcoholic Beverage $34,312 $33,060 $1,252 3.8% $33,191 3.4%
Ligquor Gallonage $19,518 $18,848 $670 3.6% $18,687 4.4%
Estate $28,613 $35,700 -$7,087 -19.9% $37,272 -23.2%

Total Other Taxes $503,756 $516,678 -$12,922 -2.5% $504,234 -0.1%

Total Tax Revenue $10,460,602 $10,297,576  $163,027 1.6% $9,707,314 7.8%
NONTAX STATE-SOURCE REVENUE
Earnings on Investments $13,754 $15,360 -$1,606 -10.5% $14,768 -6.9%
Licenses and Fees $33,445 $25,194 $8,251 32.7% $23,767 40.7%
Other Revenue $64,622 $74,518 -$9,896 -13.3% $102,719 -37.1%

Nontax State-Source Revenue $111,821 $115,072 -$3,251 -2.8% $141,255 -20.8%
TRANSFERS
Liquor Transfers $67,000 $63,000 $4,000 6.3% $67,000 0.0%
Budget Stabilization $0 $0 $0 $0
Other Transfers In $54,661 $53,800 $861 1.6% $77,681 -29.6%

Total Transfers In $121,661 $116,800 $4,861 4.2% $144,681 -15.9%
TOTAL GRF before Federal Grants $10,694,084 $10,529,448 $164,636 1.6% $9,993,250 7.0%
Federal Grants $3,258,060 $3,366,161 -$108,101 -3.2% $3,283,193 -0.8%
TOTAL GRF SOURCES $13,952,144  $13,895,609 $56,535 0.4%  $13,276,442 5.1%
* August 2004 estimates of the Office of Budget and Management.
Detail may not sum to total due to rounding.
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DISBURSEMENTS
—Seve Mansfield

Dueto time constraints and the priorities of the
budget process, thismonth’ s* Disbursements’ report
isusing an abbreviated format and excludestheusud
tableson Medicaid expenditures. Our Marchissue
will returnto theusud format.

January’s disbursements from the General
Revenue Fund (GRF), excluding transfers, totaled
$2,208.6 million. Thiswas$186.9 millionover the
estimate for the month, reducing the variance in
outlaysfor theyear to dateto $111.5 million under
the estimate. (There wasincluded as part of the
outlay totd, however, animproper payment of $43.6
million that was made by the Department of
Education. Theimproper payment, which resulted
fromadataentry error, wasimmediately recovered.)
Of the state’ sfour major GRF program categories
(Education, Welfare and Human Services,
Government Operations, and Property Tax Relief),
only the Tax Relief category showed anincreasein
outlaysfrom December’slevel.

When we look in Figure 1 and Table 4 at the
monthly variancesin disbursements between what
was actually disbursed and the estimates of
disbursementsprepared by the Office of Budget and
Management, we see that three of the state’ sfour
major GRF program categories had disbursement
variancesabovetheestimates, thusreducing theyear-
to-datevariancefor thosecategories. TheTax Relief
program was the only major category posting a
disbursement variance under the estimate for the
month, and thiswasrelatively small ($1.8 million
under estimate).

As Table 5 indicates, the three program
subcategorieswith thelargest disbursement variances
for the year to date are Primary and Secondary
Education, Other Welfare, and Justice and
Corrections.

Figure 1
GRF Disbursement Variances
by Program Category, FY 2005
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Table 4
General Revenue Fund Uses
Actual vs. Estimate
Month of January 2005
($ in thousands)

PROGRAM Actual Estimate* Variance Percent
Primary & Secondary Education (1) $587,226 $473,971 $113,255 23.9%
Higher Education $161,255 $175,475 -$14,220 -8.1%

Total Education $748,481 $649,447 $99,034 15.2%
Health Care/Medicaid $889,687 $833,423 $56,263 6.8%
Temporary Assistance to Needy Families (TANF) $23,345 $53,106 -$29,761 -56.0%
General/Disability Assistance $2,227 $1,908 $319 16.7%
Other Welfare (2) $50,753 $44,304 $6,449 14.6%
Human Services (3) $139,392 $135,782 $3,610 2.7%

Total Welfare & Human Services $1,105,403 $1,068,522 $36,881 3.5%
Justice & Corrections $216,539 $174,822 $41,717 23.9%
Environment & Natural Resources $10,484 $6,632 $3,852 58.1%
Transportation $3,386 $5,167 -$1,782 -34.5%
Development $9,145 $8,288 $857 10.3%
Other Government $22,689 $22,513 $177 0.8%
Capital $0 $350 -$350  -100.0%

Total Government Operations $262,243 $217,772 $44,471 20.4%
Property Tax Relief (4) $11,256 $13,074 -$1,818 -13.9%
Debt Service $81,251 $72,872 $8,379 11.5%

Total Other Disbursements $92,507 $85,946 $6,561 7.6%
Total Program Disbursements $2,208,634 $2,021,687 $186,947 9.2%
TRANSFERS
Local Govt Distribution $0 $0 $0 -
Budget Stabilization $0 $0 $0 -
Other Transfers Out $4,028 $0 $4,028

Total Transfers Out $4,028 $0 $4,028 ---
TOTAL GRF USES $2,212,662 $2,021,687 $190,975 9.4%
(1) Includes Primary, Secondary, and Other Education.
(2) Includes Department of Job and Family Services, exclusive of Medicaid, TANF, and General/Disability Assistance.
(3) Includes Mental Health, Mental Retardation and Developmental Disabilities, and Other Human Services.
(4) Includes property tax rollbacks, homestead exemption, and tangible property tax exemption.
* August 2004 estimates of the Office of Budget and Management.
Detail may not sum to total due to rounding.

estimate) wasin thelineitem 200-501, Base
Cost Funding. Asnoted above, $43.6 million
of thisvarianceinthe501 lineitemwasduetoa
data entry error and the improper payments
wererecovered immediately. Deducting the
error leaves avariance of $57.1 million over
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Table 5
General Revenue Fund Uses
Actual vs. Estimate
FY 2005 as of January 2005
(in thousands)

Percent
PROGRAM Actual Estimate* Variance  Percent FY 2004 Change
Primary & Secondary Education (1) $3,962,388 $4,003,404 -$41,016 -1.0% $3,742,328 5.9%
Higher Education $1,380,612 $1,414,111 -$33,499 -2.4% $1,410,857 -2.1%
Total Education $5,343,000 $5,417,515 -$74,515 -1.4% $5,153,185 3.7%
Health Care/Medicaid $5,672,274 $5,679,854 -$7,580 -0.1% $5,236,885 8.3%
Temporary Assistance to Needy Families (TANF) $216,279 $243,240 -$26,961 -11.1% $263,535  -17.9%
General/Disability Assistance $14,558 $14,547 $12 0.1% $13,620 6.9%
Other Welfare (2) $303,915 $344,402 -$40,487 -11.8% $307,147 -1.1%
Human Services (3) $778,189 $766,720 $11,469 1.5% $747,762 4.1%
Total Welfare & Human Services $6,985,214 $7,048,762 -$63,548 -0.9% $6,568,949 6.3%
Justice & Corrections $1,196,254 $1,157,894 $38,360 3.3% $1,124,945 6.3%
Environment & Natural Resources $80,495 $76,633 $3,863 5.0% $73,696 9.2%
Transportation $16,696 $18,916 -$2,220 -11.7% $20,273 -17.6%
Development $108,213 $91,416 $16,797 18.4% $88,522 22.2%
Other Government $244,920 $252,125 -$7,204 -2.9% $236,482 3.6%
Capital $0 $1,780 -$1,780 -100.0% $0 ---
Total Government Operations $1,646,579 $1,598,764 $47,815 3.0% $1,543,918 6.6%
Property Tax Relief (4) $710,779 $714,573 -$3,794 -0.5% $685,702 3.7%
Debt Service $257,295 $274,771 -$17,476 -6.4% $243,946 5.5%
Total Other Disbursements $968,075 $989,344 -$21,270 -2.1% $929,647 4.1%
Total Program Disbursements $14,942,868  $15,054,385 -$111,518 -0.7%  $14,195,699 5.3%
TRANSFERS
Local Govt Distribution $0 $0 $0 --- $0 ---
Budget Stabilization $0 $0 $0 $0
Other Transfers Out $31,985 $0 $31,985 $34,936 -8.4%
Total Transfers Out $31,985 $0 $31,985 - $34,936 -8.4%
TOTAL GRF USES $14,974,853  $15,054,385 -$79,532 -0.5%  $14,230,635 5.2%

(1) Includes Primary, Secondary, and Other Education.

(2) Includes Department of Job and Family Services, exclusive of Medicaid, TANF, and General/Disability Assistance.

(3) Includes Mental Health, Mental Retardation and Developmental Disabilities, and Other Human Services.

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

* August 2004 estimates of the Office of Budget and Management.

Detail may not sum to total due to rounding.

theestimate. A large part of thevarianceisdue
to the use of real ADM (actual daily
membership) datafor thedistribution of funds
under theformula. Prior tothispointinthefisca
year, only estimates had been employedfor the
disbursement calculations. According to

officialsof the Department, thisoverageisan
indication that enrollments are higher than
forecast and that an additiona gppropriaionwill
be needed for thislineitem. For theyear to
date, removing the overagethat wasduetothe
error, disbursements in the budget of the
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For theyear to date, disbursement activity of
the Board of Regents is under estimate by
$33.5 million. Of thisamount, $13.1 million
gemsfromthetiming of paymentsfromlineitem
235-420, Success Chdlenge. Thesepayments
should be made in February. Another
$15.2 millionstemsfromthetiming of payments
from line item 235-503, Ohio Instructiona
Grants. Warrantsfor these paymentswent to
the Treasurer on the last day of January, too
lateto berecorded in January.

The$29.8 million variance under estimatein
the TANF programin January wastheresult of

paying county advancesout of thefederd rather
than the state component of the program’s
funding. Thenumber of TANF cases(assstance
groups) declined by about 1,000 from
December to 86,654 in January.

Theyear-to-date variance of $38.4 millionin

the Justice and Corrections subcategory stems
mostly from apayroll of both the Department
of Rehabilitation and Correction and the
Department of Youth Servicesthat was posted
inJanuary rather than in February, ashad been
anticipated by the estimates.
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