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Budget Footnotes

A NEWSLETTER OF THE OHIO LEGISLATIVE SERVICE COMMISSION

FiscaL OVERVIEW
—Allan Lundéll

Genera Revenue Fund (GRF) receiptswere $150 million below
estimate and program disbursementswere $23 million below estimate
for April. For the fiscal year to date, total GRF receipts are
$145 million above estimate, total program disbursements are
$91 million below estimate, and the cash balanceis $196 million
aboveitsexpected level.

Tracking the Economy

The U.S. economy continued to grow in April and economic
indicators showed an upturn in the pace of expansion. Total nonfarm
payroll employment nationwide rose 274,000 in April, and the
employment figuresfor February and March wererevised upward.
Retail salesrose 1.4% inApril, to 8.6% above ayear earlier. The
consumer priceindex rose 0.5% inApril, largely dueto a4.5%rise
in energy prices, to 3.5% above ayear earlier. The special index
for energy isup 17.1% compared to ayear ago.

Receipts

Total GRF receiptsfor April were $150 million (5.8%) below
estimate, state-source receipts were $135 million (6.3%) below
estimate, tax revenue was $146 million (6.9%) below estimate, and
revenue from the major taxes was $138 million (6.7%) below
estimate.! Revenue from the corporate franchise tax was $12 million
(17.1%) above estimate. Revenue from the personal income tax
was below estimate by $109 million (8.8%) and sales and use tax
revenue was $39 million (5.6%) below estimate. Federal grants
were $15 million (3.3%) below estimate.

For thefiscal year to date, total GRF receipts are $145 million
(0.7%) above estimate, state-source receipts are $211 million
(1.4%) above estimate, tax revenueis $192 million (1.3%) above
estimate, and revenue from the major taxesis $208 million (1.5%)
above estimate. The income tax is $144 million (2.2%) above
estimate, the nonauto sales and usetax is$20 million (0.3%) above
estimate, and the corporate franchise tax is $107 million (16.0%)
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Table 1
General Revenue Fund
Simplified Cash Statement
(in millions)
Month Fiscal Year
of April 2005 to Date Last Year Difference
Beginning Cash Balance -$353.3 $533.1
Plus Revenue and Transfers In $2,456.0 $20,355.3
Available Resources $2,102.6 $20,888.5
Less Disbursements and Transfers Out $2,136.5 $20,922.3
Ending Cash Balances -$33.8 -$33.8 -$123.1 $89.3
Less Encumbrances and Accts. Payable $372.7 $322.3 $50.4
Unobligated Balance -$406.5 -$445.4 $38.9
Plus BSF Balance $180.7 $180.7 $0.0
Combined GRF and BSF Balance -$225.8 -$264.7 $38.9

above estimate. Federal grantsare $66 million
(1.4%) below estimate and revenue from the auto
salestax is$42 million (4.6%) bel ow estimate.

Disbursements

GRF program disbursementswere $23 million
(1.1%) below estimatein April. Disbursements
for health care/M edicaid were $51 million (6.5%)
bel ow estimate and disbursementsfor primary and
secondary education were $23 million (4.0%)
below estimate. Disbursementsfor TANF were
$24 million (63.1%) above estimate and higher
education were above estimate by $13 million
(7.2%). Disbursements for property tax relief
were $51 million (33.8%) above estimate. If this
item is not counted, then April program
disbursementswere below estimate by $74 million
(3.7%).

For the fiscal year to date, GRF program
disbursements are $91 million (0.4%) below
estimate. Disbursementsfor health care/Medicaid
are $102 million (1.3%) below estimate and
disbursementsfor TANF are $17 million (4.9%)
below estimate. Disbursementsfor primary and
secondary education are below estimate by
$55 million (1.0%) and disbursementsfor higher

education are below estimate by $13 million
(0.7%). Disbursementsfor property tax relief are
$154 million (17.7%) above estimate. If thisitem
is not counted, then year-to-date program
disbursementsare bel ow estimate by $245 million
(1.2%).

Cash Balance

AsshowninTablel, the GRF beganApril with
a negative cash balance amounting to
-$353 million. Monthly revenues plustransfers
intotaled $2,456 million and disbursements plus
transfersout totaled $2,136 million. Themonthly
surplusof $320 million raised themonth-end cash
balance to -$34 million.? This amount is
$89 million higher (lessnegative) than ayear ago,
and $196 million higher (less negative) than the
balance that would have resulted if receiptsand
disbursements had equaled their estimatesfor the
first ten months of thefiscal year.

Although anegative cash balance may appear
to be acausefor concern, the cash balance, due
to the timing of revenues and disbursements, is
generally negative early inthefiscal year before
turning positive later inthe year. The expected
pattern for FY 2005 isshownin Chart 1, which
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Chart 1: Estimated FY 2005 Receipts,
Disbursements, and Ending Cash Balances
(in millions)
$3,000

$2,500
$2,000 +— ——
$1,500 - -

$1,000 - -
$500 A —
$0
-$500
-$1,000
-$1,500

Jul-04 | Aug-04 | Sep-04 | Oct-04 | Nov-04 | Dec-04 | Jan-05 | Feb-05 | Mar-05 | Apr-05 | May-05 | Jun-05

MW 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

presents the monthly estimates of receipts and estimated monthly ending cash balances based on
disbursements for FY 2005 and the estimated the monthly estimates of receipts and
monthly ending cash balances based on those disbursements. The ending cash balance is
estimates. Chart 2 presents a comparison of tracking ahead of (lessnegativethan) the estimate
actual monthly ending cash balances and the thusfar thisfiscal year.

Chart 2: Actual and Estimated Ending Cash Balances
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Encumbrances and accounts payable of Budget Stabilization Fund (BSF) isthesameasa
$373 million combine with the cash balance to year ago, so the combined GRF and BSF balance
yield an unobligated balance of -$407 miillion. This of -$226 millionisalso $39 million higher thaniit
amount is$39 million higher (less negative) than was ayear ago.
ayear ago. The $181 million balance in the

Ohio Legislative Service Commission

1 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 (L GF), 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 April, FY 2005 revenues plus transfersin totaled $20,355 million and disbursements plus
transfers out totaled $20,922 million. The year-to-date deficit of $567 million reduced the year-to-date cash
balanceto-$34 million.
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TRACKING THE Economy

%, Phil Cummins

Broad economicindicatorsfor April show an
upturn in the pace of expansion, after March’s
slowdown. However, expansion in the
manufacturing sector appears to have slowed
further. The increase in nonfarm payrolls
nationwide last month was one of the larger
monthly gainssince growth inthe number of jobs
resumed nearly two yearsago. A sizableincrease
also wasreported for retail salesin April. The
morerapid risein employment and retail saleslast
month followed smaller gainsin March that raised
concerns about weaknessin the economy resulting
from adverse effects of high oil prices on
household and business purchasing power.
Industrial production slowed in April, reflecting
lower output at utilities and flat factory output.
Inflationary pressures continue, though at the
finished goodsand serviceslevel, priceincreases
in April mainly reflected higher energy costs.
Housing starts rebounded |ast month after dowing
inMarch. Thenation’scentral bank continued to
raise short-term interest rates. Longer-term
interest rates also haverisen but remain low. The
government’ sinitial estimate of total national
output in thefirst quarter showed a3.1% annual
rate of growth in gross domestic product, down
from 4.4% growth for all of last year.

National Employment Rebounds

Total nonfarm payroll employment nationwide
rose a relatively strong 274,000 in April, and
figuresfor the previoustwo monthswererevised
upward. Ohio employment rose 6,400 inApril
and wasrevised higher in March. Theuptrendin
national and Ohio employment is shown in
Chart 1. Increasesin national employment inthe
latest month were widespread among industries,
including construction, mining, and various
services. Estimated hours worked economy-
wide, anindicator of production during the month,
rose strongly. Manufacturing employment fell,
however, and hastrended lower since August of
last year after aweak recovery earlier in 2004.
Unemployment nationwide asashare of thelabor
forcewas unchanged last month at 5.2%, asthe
number of people employed and the number
wanting to work both rose. The portion of the
population aged 16 and older who had jobs
increased to 62.6%, the highest since October
2002. The number of so-called “discouraged
workers,” persons available for work who
searched for ajob within the past year but were
not |ooking last month because of discouragement
over job prospects, fell below 400,000 inApril,

Chart 1: Total Nonfarm Payroll Employment
Millions, Seasonally Adjusted
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Table 1: Total Nonfarm Payroll Employment
% Change in Annual Averages

Growth 2000 to

Ranking State 2004
1 Nevada 12.2%
2 Alaska 7.1%
3 Wyoming 6.7%
4 Montana 6.3%
5 New Mexico 6.2%

one of the few monthsin which thislabor market
measure has been that low since 2002. Ohio’'s
unemployment ratein April declined to 6.1% from
6.3% in March.

Ohio Trails in Employment Comparisons
among States

As is clear from Chart 1, Ohio payroll
employment hasrecovered only to avery limited
extent from the downturn that began fiveyearsago
in 2000. In contrast, payroll employment
nationwide peaked in 2001, nearly ayear later than
in Ohio, and after falling for two years has been
rising since 2003, reaching anew all-timehighin
thelatest month. Employment growthin Ohio also
has trailed that of most other states considered
individually. In Table 1, percentage changesin
employment (annual averages) from 2000 to 2004
are shown for thefive statesin which the number
of jobs expanded most strongly during this period
and for the five states where employment was
weakest. The year 2000 was chosen as the base
or starting point for this comparison because Ohio
employment peaked in that year. Inthe 50-state
comparison, Ohio ranked 47th, about matching
[llinois and ahead of only Massachusetts and
Michigan. Stateswith stronger growth generally
wereinthe West, followed by the South.

Industrial production fell in April reflecting
cutbacksat natural gasand electric utilitiesand no
growth in total manufacturing output. Consumer
goods production has slowed fromits peaks, while
output of business equipment, defense and space
equipment, and construction supplies continuesto
trend upward. Industrial materials production
appearsto have peaked, at least for now.

Growth 2000 to

Ranking State 2004
46 North Carolina -2.6%
47 Ohio -3.9%
48 lllinois -3.9%
49 Massachusetts -4.3%
50 Michigan -6.1%

Recovery at Ohio Steel Producers

Steel salesand output in Ohio recovered last
year to their highest levels since 2000, according
to areport from the Ohio Steel Council. Steel
productionin 2004 increased 14%to 14.9 million
tons in the state. Steel shipments rose 9% to
15.3 milliontons. Withtheir marketsstrong, Ohio
steelmakers more than doubled their capital
spending last year, raising investment outlays 143%
to $352 million. However, employment at these
firmswasreduced by over 4% last year to 15,324.

Reports of Expansion Less Widespread
among Manufacturers

Purchasing managersat manufacturers said that
growthinactivity continuedin April, inthelnstitute
for Supply Management’ smonthly survey. But
reports of expansion were lesswidespread than
in earlier months, continuing a slowing trend
evident for about ayear. Production and new
ordersrosefor the 24th consecutive month. Order
backlogsincreased, but inventoriesweretrimmed.
Increases in prices paid continued to be
widespread, and steel and caustic sodaremained
in short supply. Business activity, orders, and
other measures reported by surveyed purchasing
managersin the nonmanufacturing sector showed
continued expansion and upward pressures on
costs.

Strength in Retail Sales

Retail salesrosestrongly inApril, increasing
1.4%t0 8.6% above ayear earlier. Thejumpin
salesin thelatest month reflected in part higher
motor vehicle sales, but excluding motor vehicles
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and parts, retail saleswere up 1.1% last month.
Sectorswith sizablegainsinApril include clothing
and accessories, following a drop in March;
gasoline stations, reflecting the peak in fuel prices
last month; and general merchandise sales.

Housing RemainsVigorous

Starts on construction of new homes and
apartments recovered in April after slowing in
March. Y ear-to-date starts were 5% higher than
a year earlier nationwide but 6% lower in the
Midwest. Startsnationwideareabovea?2 million-
unit annual ratesofar thisyear. Thelast time starts
exceeded 2 million unitsfor an entireyear wasin
1978.

In March, salesof new homesin the nation rose
sharply to the highest monthly rate on records
maintained since 1963. Salesroseinall regionsof
the country except the Northeast. Year-to-date
saleswere 9% above ayear earlier nationwide but
4% lower than ayear ago intheMidwest. In Ohio,
issuance of permitsfor construction of single-family
housing inthisyear’ sfirst three monthswas 19%
bel ow ayear earlier; including multifamily housing,
the number of unitsfor which permitswereissued
was 17% lower.

Sales of used homes nationwidein March were
at a near-record pace, the third highest on the
National Association of Realtors’ records. Inthe
first three months of thisyear, unit saleswere 6%

aboveayear earlier in the nation and 4% higher
intheMidwest. The OhioAssociation of Realtors
also reported a6% year-over-year increasein unit
home salesin thisyear’ sfirst three months.

ReportsMixed on Businessin ThisRegion

The Federal Reserve System’sBeige Book, a
summary of anecdotal and other information on
the economy gathered from contacts in the
business community and el sewhere, reported that
activity continued to expand around the country.
The pace of expansion varied by region, with
improvement characterized as uneven in the
Cleveland Federal Reserve District, which
includes all of Ohio. Durable goods
manufacturers productioninthisregion, overall,
continued to trend up, but steel shipments have
softened and auto assemblies are below year-ago
levels. Output at nondurable goods manufacturers
was described assteady. Retailers' reportswere
mixed, with higher gasoline pricesseen ascausing
weaker salesat discounters. Residentia builders
sales were below year-ago levels, including
notable weaknessin sales of |ower-priced homes.
Nonresidential building activity improved,
particularly public projects. Shipping activity for
firmsin thisregion remained at ahigh level, but
some contactsin theindustry thought activity may
be starting to soften. Reports from around the
country suggested stronger upward pressureson
prices, with firms ableto passaong at | east part
of cost increases.

Chart 2: Productivity and Costs
Nonfarm Business
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Mixed I ndicatorson I nflation

Strong business productivity gainsduring 2001-
2004 held down costs, contributing to profitability
gainsduring a period of generally low finished
goods and services inflation. Pressures on
business costs have been rising during the past
year, asillustrated in Chart 2. The chart shows
trendsin labor compensation per hour, including
benefitsaswell aswagesand salaries, and inthe
cost to nonfarm business of labor per unit of
output, after taking account of rising labor
productivity. Implicitly, the difference or spread
between the lines representstheincreasefroma
year earlier in output per labor hour. Thesegains
inlabor productivity have becomesmaller in recent
quarters. Therateof increasein nonfarm business
unit labor costsisstill relatively low; nevertheless
busi nesses can be expected to try to recoup these
rising costs by passing them along to their
customerswhenever market conditionsalow them
to do so.

The producer priceindex for finished goods
increased arelatively rapid 0.6% inApril to 4.8%
aboveayear earlier, mainly reflectingincreasesin
energy prices. Excluding food and energy,
producer finished goods pricesrose more slowly
last month by 0.3%. At earlier stages of
production, priceindicesalso were pushed higher
by increasesin energy prices. SinceApril, crude

oil priceshavetrended lower, from peaksin March
and April. Retail gasoline priceshave declined
from apeak early last month.

The consumer priceindex jumped 0.5%inApril
to 3.5% aboveayear earlier. However, excluding
sharply higher energy costsand an upturnin prices
for food, the consumer priceindex was unchanged
fromMarchtoApril and arelatively tame 2.2%
aboveayear earlier.

Short-term I nterest Rates Higher

Thecentral bank’ s primary policy-setting group,
the Federal Open Market Committee (FOMC),
againraised itsmain policy lever, thetarget rate
for overnight federal funds, by one-quarter
percentage point on May 3. Thisrate has now
been raised atotal of 2 percentage pointsto 3%
since June 2004. Based on its statement
announcing the change, the FOM C appearslikely
to continue raising short-term interest rates by
one-quarter percentage point at each of its
meetingsfor awhilelonger. The next scheduled
meeting of thegroup isJune 29-30. Longer-term
interest rates are above lowsreached nearly two
yearsago or, for somelower quality credits, early
thisyear. But theselonger-term borrowing costs
have been trending lower since late March and
remain at some of thelowest level s of the past 40
years.
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Status of the General Revenue Fund

REVENUE

— Jean Botomogno, Glenn Wintrich, and Allan Lundell

April General Revenue Fund (GRF) receipts
totaled $2,456.0 million, $150.2 million (5.8%)
below estimate. The $1,998.7 million in state-
sourcerecel ptswere $134.8 million (6.3%) below
estimate. Tax revenuewas $146.3 million (6.9%)
bel ow estimate and revenue from the major taxes
was $137.6 million (6.7%) below estimate.*

Revenue from the personal income tax was
below estimate by $109.1 million (8.8%), the
nonauto sales tax was below estimate by
$24.6 million (4.1%), and the auto salestax was
$14.8 million (13.3%) below estimate. Corporate
franchise tax revenues were above estimate by
$11.7 million (17.1%). Federa grants were
$15.5 million (3.3%) below estimate.?

For the fiscal year to date, the
$20,355.3 million in total GRF receipts is
$145.1 million (0.7%) above estimate and the
$15,591.5 million in state-source receipts is
$211.0 million (1.4%) above estimate. Tax

revenueis$191.8 million (1.3%) above estimate
and revenuefromthe mgjor taxesis $208.3 million
(1.5%) above estimate. The income tax is
$143.9 million (2.2%) above estimate, the
nonauto salestax is $19.6 million (0.3%) above
estimate, and the corporate franchise tax is
$106.5 million (16.0%) above estimate. Federal
grantsare $65.9 million (1.4%) below estimate
andrevenuefromtheauto salestax is$42.4 million
(4.6%) below estimate.

For thefiscal year to date, total GRF receipts
areup 4.5% compared to FY 2004. State-source
receipts are up 5.2%, total tax revenue is up
5.7%, and revenue from the major taxes is up
6.1%. Federal grants are up 2.6%. If the
$193 million in one-time revenue received in
October 2003 isremoved fromthe FY 2004 total
for federal grants, then FY 2005 federal grants
areup 7.0%. Chart 1 comparesFY 2005 receipts
with FY 2004 receiptsand FY 2005 estimates.

Chart 1: Year-to-Date GRF Receipts

(in millions)
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Total GRF Receipts Total GRF Receipts | Revenues from Total [ Revenues from Major
less Federal Grants Taxes Taxes
FY 2004 $19,470 $14,825 $14,395 $13,603
W FY 2005 Estimate $20,210 $15,381 $15,022 $14,218
M FY 2005 Actual $20,355 $15,592 $15,214 $14,427
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Personal | ncome Tax

The GRF received $1,136.3 million from the
personal incometax in April. Thisamount was
$109.1 million (8.8%) lessthan estimated. Gross
collections were $148.2 million (9.3%) below
estimatefor themonth. Thiswasprimarily because
taxes due were $157.8 million (20.7%) below
estimate. The Department of Taxation indicated
that it was still processing tax paymentsinto the
first week of May, which may explain someof the
variancefor April. Withholdingwas$39.2 million
(6.1%) below estimate for the month. Refunds
were $39.6 million (15.5%) less than expected
for April, and net collectionswere $108.6 million
(8.1%) lessthan expected.

For the fiscal year to date, the GRF has
received $6,802.5 million from the personal
incometax, whichis$143.9 million (2.2%) above
estimate. The $6,425.4 million in revenue
collected through withholding is $7.3 million
(0.1%) above estimate. Year-to-date quarterly
estimated payments of $1,116.5 million are
$125.4 million (12.7%) above etimate.® Refunds

for the year total $900.7 million, which is
$89.2 million (9.0%) below estimate.

Compared to ayear ago, GRF revenue from
the personal incometax isup 7.3%. Withholding,
whichreflectsthe condition of Ohio’ slabor market,
isup 5.1%. Quarterly estimated payments are
up 16.9%, gross collections are up 5.3%, net
collections are up 6.6%, and refunds are down
4.1%.

Tax season has come and gone, and it appears
that Ohio taxpayers are embracing paperlesstax
return filing. Of the approximately 4.3 million
returns that the Ohio Department of Taxation
(ODT) has processed so far, 2.7 million (63%)
have been paperless. ODT estimatesthat it costs
$3to process apaper return and $1.15 to process
an electronic return. Thus, the state has saved
approximately $5 million in processing costs so
far thisyear and, with approximately 1 million
returns still to be processed, an additional
$1.2 millionin savingsmay still berealized.

Chart 2: Cumulative Year-over-Year Percentage Changes
in Sales and Use Tax Receipts
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Sales and Use Tax

Salesand usetax revenuesinApril 2005 were
$665.8 million, $39.4 million (5.6%) below
expected revenues. Receiptsfrom the nonauto
salesand usetax were4.1% bel ow estimate, while
those from the auto sales and usetax were 13.3%
below estimate. Tax receiptspartly reflect taxable
retail salesactivity inthe prior month and partly
taxableretail salesduring that month.*

Through April, FY 2005 year-to-date sales
and use tax revenues were $6,506.9 million,
$22.8 million (0.3%) below estimates. FY 2005
year-to-date sales and use tax receiptswere also
$267.9 million (4.3%) higher than fiscal year-to-
date tax receipts through April 2004. Chart 2
comparesyear-to-date sales and usetax revenues
in FY 2005 and FY 2004. Through April 2005,
the nonauto sales and use tax shows a healthy
year-over-year revenue growth of 6.1%, while
recei ptsfrom the auto salesand usetax were 6.0%
below receiptsinthe sameperiod last year. The
cumul ative year-over-year percentage changein
total salesand usetax receipts declined to 4.3%,
down from 5.3% at the end of third quarter of
FY 2005.

Nonauto Sales and Use Tax

Nonauto sales and use tax revenues were
$569.4 million, $24.6 million (4.1%) below
estimate. Thesereceiptswere $6.3 million (1.1%)
below revenues in the same month last year.
FY 2005 year-to-date nonauto sales and use tax
revenues were $5,628.8 million, $19.6 million
(0.3%) higher than estimate. Attheend of March,
the cumulative year-over-year percentage change
in nonauto sales and use tax receiptswas 7.0%.
Attheend April, FY 2005 year-to-date receipts
were $323.7 million (6.1%) above revenuesin
the same period in FY 2004. FY 2005 nonauto
sales and use tax receipts are inflated by the
effects of thetax rateincrease on July 1, 2003,
by receiptsfrom the salestax onlocal phonecalls
(Am. Sub. H.B. 95, effective January 1, 2005),
and by receiptsfrom the salestax base expansion
(with collections that started generally in
September 2003). Although higher gasoline
priceswere adrag on consumer spending on other
retail items, nationwideretail sales(excluding autos
and gasoline sales) were 6.8% higher than similar
retail salesin April 2004. In contrast, nonauto
salestax recel ptswere $6.3 million (1.1%) below
receiptsin April 2004. It appears that higher

Chart 3: Nonauto Sales Tax Variance from August 2004 Estimates
(in millions)
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Chart 4: Auto Sales Tax Variance from August 2004 Estimate
(in millions)
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gasoline prices may have had amore del eterious
effect on Ohio taxable spending than on
nationwide consumer spending.

Auto Sales and Use Tax

Auto sales and use tax receipts were
$96.4 million, $14.8 million (13.3%) below
estimate. Theclerksof court generally make auto
tax payments on Monday for taxes collected
during the preceding week on motor vehicles,
watercraft, and outboard motorstitled. Therefore,
auto salestax receiptslargely reflect vehiclessold
and titled during the month. Compared to
revenuesin the same month ayear ago, auto sales
and use tax receipts in April 2005 were
$19.7 million (16.9%) lower. In the first four
monthsof CY 2005, auto salestax receiptswere
about $22.2 million (2.4%) below receiptsinthe
same period in CY 2004, pointing to asmaller
auto taxable basein Ohio thisyear. (Auto sales
tax receiptswereaso $22.9 million (6.4%) below
estimate from January through April 2005.)

Through April, FY 2005 year-to-date auto
sales tax receipts were $878.1 million,
$42.4 million (4.6%) below estimate. FY 2005
year-to-date auto sales and use tax receiptswere

Dec-04 Jan-05 Feb-05 Mar-05 Apr-05

also $55.9 million (6.0%) below receiptsin the
same period in FY 2004. Itislikely that receipts
from the auto salesand usetax in thisfiscal year
will be substantially below FY 2004 receipts.

One explanation for the poor performance of
thistax sourceistherisein the number of auto
leases. Taxes collected from auto leases are
recorded in the nonauto sales tax portion of the
salestax, not the auto salestax. Asthe cost of
financing “zero” or low-interest deals has
increased dueto higher interest rates, automakers
and dealers have gradually relied on cash
incentivesand increased lease offers.> Asaresult,
the share of vehiclesleased hasincreased quickly.
The Department of Taxation indicated that |eases
are 37.5% of current auto registrations, up from
22.5% of auto registrations|last year. If interest
rates keep rising, sowill the share of auto leasing.

Another explanationfor the shortfall inauto tax
recei ptsisthe potential changein the composition
of vehicles purchased. Consumers might be
turning away from large sport utility vehicles
(SUVs) infavor of smaller SUV sand passenger
cars, in part dueto higher gasoline prices. Sales
of large SUV s have plummeted 25% this year
compared to the same period in 2004. For
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Exhibit 1: Impact of Vehicle Purchased on the Auto Taxable Base and Revenues

Type of Motor Vehicle

Assumed Price  Sales Sales Tax Estimated
(Tax Base) Tax Rate Revenue Revenue Loss

Small Passenger Car

Compact SUV (less than 182.0 inches)
Mid-Size SUV (182.1 inches to 193.0 inches)
Full-Size SUV (more than 193.0 inches)

example, in April 2005, General Motorsreported
that sales of its Chevrolet Suburban and Tahoe
model s plunged 30% and 34%, respectively. This
changein purchasing behavior resultsinasmaller
overall taxable base for the same number of
vehiclessold, asshownin Exhibit 1. For example,
aconsumer opting to purchase a passenger car
or acompact SUV instead of afull-size SUV
would decrease the taxabl e base and tax revenues.
The auto tax revenue losswould be $816 if the
buyer decidesto buy acompact SUV instead of
thefull-size SUV. If thebuyer decidesto purchase
asmall passenger car instead, the decreasein auto
tax revenues would be greater, at $1,174.

Corporate Franchise Tax

Major tax receipts under the corporate
franchisetax (CFT) areduein the second half of

$13,465 6.0% $808 -$1,174
$19,425 6.0% $1,166 -$816
$27,165 6.0% $1,630 -$352
$33,030 6.0% $1,982 $0

the fiscal year. Activities under the corporate
franchisetax inthefirst half of thefiscal year are
generally refunds, tax payments due to audit
findings, late payments, and other tax
reconciliations. The first major tax payment
occurred in January 2005. The second major
payment occurred on March 31, 2005. Because
the payment date for the second payment fell on
thelast day of the month, tax collections spilled
over into April. March CFT receipts were
$348.1 million, $93.7 million (36.9%) above
estimate, and April CFT receipts were
$79.9 million, $11.7 million (17.1%) above
estimate. April receiptswerealso $33.4 million
(72.0%) abovereceiptsinApril 2004. Thestrong
performancein March and April 2005 may bein
part dueto thetiming of receipts. Thesametiming
effect may negatively affect CFT receiptsinthe
May-June reporting period.

Chart 5: Corporate Franchise Tax Variance from August 2004 Estimates
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Chart 6: Cigarette Tax Variance from August 2004 Estimates

(in millions)
$4
) I I
_ H =
$o T T - T T T T T T -
-$2 =
-$4 =
-$6
-$8
-$10
l Monthly B Cumulative
-$12

Jul-04  Aug-04 Sep-04 Oct-04 Nov-04

Through April, FY 2005 year-to-date CFT
revenues were $773.9 million, $106.5 million
(16.0%) above estimates, and $178.0 million
(29.9%) above year-to-date revenues in
FY 2004. FY 2005 total corporate franchise tax
revenues are expected to be about $91 million
(11.1%) above FY 2004 receipts. At the end of
April 2005, year-to-date CFT collectionswere
on track to surpassthese estimates.

Cigarette and Other Tobacco Products Tax
Cigarette and other tobacco products tax

receiptsin April were$42.3 million, $0.6 million
(1.5%) below estimates. Receipts were

Dec-04 Jan-05 Feb-05 Mar-05 Apr-05

$2.5 million (5.6%) below receiptsfor April 2004.
Through April, FY 2005 year-to-date cigarette
and other tobacco tax receipts were
$425.1 million, $5.6 million (1.3%) below
estimates. Compared to revenues in the same
period in FY 2004, year-to-date cigarette and
other tobacco products tax revenues were
$1.7 million (0.4%) below last year’ sreceipts.

L ooking ahead, cigarette and other tobacco
products receiptsin May are generally 60% to
70% higher than receiptsin the average month.
During May, tobacco dealers and wholesalers
must remit payment on credit purchases of stamps,
aswell asbuy needed stampswith cash.

! 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 Revenue Assistance Fund (LGRAF),
and the Library and Local Government Support Fund (LLGSF).

2 “Federal grants’ are federal reimbursements for programs administered by the Department of Job and
Family Services such as Medicaid and Temporary Assistancefor Needy Families(TANF). Theamount received
depends on expenditures for human services programs that require federal participation. Any changesin 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. Payments are due on or before April 15, June 15, and September 15 of the tax year and January 15 of the
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following year. These paymentsare usually made by taxpayerswith significant nonwageincome. Thisincome
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 of the 125th General Assembly changed the pattern of remittance of sales and use tax
receiptsstartingin April 2003. Under prior law, monthly salesand use tax receiptsreflected taxabl e transactions
inthe prior month. Under current law, certain large taxpayers must remit salestax paymentsin the same month
the transactions occur. Thus, monthly salestax receipts reflect taxable transactionsin both the current and the
prior months.

5 For automobile dealers, alease or a purchaseis essentially the same. However, aleaseispreferableto a
purchase because the lessee has to return to the dealer, who has an opportunity to make another sale at the end
of the lease.
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Table 2
General Revenue Fund Sources
Actual vs. Estimate
Month of April 2005
($ in thousands)
Actual Estimate* Variance Percent

TAX REVENUE
Auto Sales $96,432 $111,261 -$14,829 -13.3%
Nonauto Sales & Use $569,412 $594,000 -$24,588 -4.1%

Total Sales & Use Taxes $665,844 $705,261 -$39,417 -5.6%
Personal Income $1,136,349 $1,245,400 -$109,051 -8.8%
Corporate Franchise $79,874 $68,206 $11,668 17.1%
Public Utility $18 $0 $18
Kilowatt Hour Excise $29,059 $29,900 -$841 -2.8%

Total Major Taxes $1,911,144 $2,048,767 -$137,623 -6.7%
Foreign Insurance $22 $142 -$121 -84.8%
Domestic Insurance $0 $0 $0
Business & Property $721 $300 $421 140.2%
Cigarette $42,347 $43,000 -$653 -1.5%
Alcoholic Beverage $4,616 $4,788 -$172 -3.6%
Liquor Gallonage $2,627 $2,511 $116 4.6%
Estate $143 $8,400 -$8,257 -98.3%

Total Other Taxes $50,475 $59,141 -$8,666 -14.7%

Total Tax Revenue $1,961,620 $2,107,908 -$146,288 -6.9%
NONTAX STATE-SOURCE REVENUE
Earnings on Investments $0 $0 $0
Licenses and Fees $17,120 $10,691 $6,429 60.1%
Other Revenue $11,953 $6,753 $5,201 77.0%

Nontax State-Source Revenue $29,073 $17,444 $11,629 66.7%
TRANSFERS
Liquor Transfers $8,000 $8,000 $0 0.0%
Budget Stabilization $0 $0 $0
Other Transfers In $0 $100 -$100 -100.0%

Total Transfers In $8,000 $8,100 -$100 -1.2%
TOTAL GRF before Federal Grants $1,998,693 $2,133,452 -$134,759 -6.3%
Federal Grants $457,285 $472,753 -$15,468 -3.3%
TOTAL GRF SOURCES $2,455,978 $2,606,205 -$150,228 -5.8%
* August 2004 estimates of the Office of Budget and Management.
Detail may not sum to total due to rounding.
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Table 3
General Revenue Fund Sources
Actual vs. Estimate
FY 2005 as of April 2005
($ in thousands)
Percent
Actual Estimate* Variance  Percent FY 2004 Change

TAX REVENUE
Auto Sales $878,071 $920,491 -$42,420 -4.6% $933,945 -6.0%
Nonauto Sales & Use $5,628,843 $5,609,250 $19,593 0.3% $5,305,098 6.1%

Total Sales & Use Taxes $6,506,914 $6,529,741 -$22,827 -0.3% $6,239,043 4.3%
Personal Income $6,802,498 $6,658,600  $143,898 2.2% $6,336,784 7.3%
Corporate Franchise $773,909 $667,369  $106,540 16.0% $595,882 29.9%
Public Utility $55,247 $69,900 -$14,653 -21.0% $143,546 -61.5%
Kilowatt Hour Excise $288,038 $292,700 -$4,662 -1.6% $287,345 0.2%

Total Major Taxes $14,426,606  $14,218,310  $208,296 15% $13,602,600 6.1%
Foreign Insurance $256,187 $248,850 $7,337 2.9% $247,488 3.5%
Domestic Insurance $222 $4,012 -$3,790 -94.5% $393  -43.5%
Business & Property $1,693 $1,800 -$107 -5.9% $1,763 -3.9%
Cigarette $425,145 $430,700 -$5,555 -1.3% $426,842 -0.4%
Alcoholic Beverage $47,337 $46,740 $597 1.3% $46,428 2.0%
Liquor Gallonage $26,845 $25,916 $929 3.6% $25,780 4.1%
Estate $29,563 $45,500 -$15,937 -35.0% $43,883 -32.6%

Total Other Taxes $786,992 $803,518 -$16,526 -2.1% $792,577 -0.7%

Total Tax Revenue $15,213,598  $15,021,828  $191,770 1.3% $14,395,177 5.7%
NONTAX STATE-SOURCE REVENUE
Earnings on Investments $21,006 $16,000 $5,006 31.3% $14,820 41.7%
Licenses and Fees $65,167 $45,985 $19,182 41.7% $45,205 44.2%
Other Revenue $107,747 $95,538 $12,209 12.8% $136,000 -20.8%

Nontax State-Source Revenue $193,920 $157,523 $36,397 23.1% $196,025 -1.1%
TRANSFERS
Liquor Transfers $99,000 $89,000 $10,000 11.2% $99,000 0.0%
Budget Stabilization $0 $0 $0 $0
Other Transfers In $84,984 $112,200 -$27,216 -24.3% $135,208 -37.1%

Total Transfers In $183,984 $201,200 -$17,216 -8.6% $234,208 -21.4%
TOTAL GRF before Federal Grants $15,591,501  $15,380,551  $210,950 1.4% $14,825,411 5.2%
Federal Grants $4,763,840 $4,829,737 -$65,897 -1.4% $4,644,280 2.6%
TOTAL GRF SOURCES $20,355,342  $20,210,288  $145,053 0.7%  $19,469,691 4.5%
* 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*

General Revenue Fund (GRF) program
disbursementstotaled $2,133.1 millioninApril,
which was $22.9 million (1.1%) under estimate.
Of the state’ sfour major GRF program categories
(Education, Welfare and Human Services,
Government Operations, and Property Tax
Relief), only Property Tax Relief was over its
estimatein April (seeFigureland Table4). We
canalsoseeinFigurel, andin Table5, that the
same can be said about the four categories for
theyear todate: for theyear to date only Property
Tax Relief is over its estimate. Total GRF
disbursements are $91.1 million (0.4%) under
estimatefor theyear to date. Wewill discussin
the sections that follow the details of these
variances between what was actually disbursed
compared to the estimates prepared by the Office
of Budget and M anagement.

Welfare and Human Services
(-$180.0 million)

The Welfare and Human Services category
posted adisbursement variance of $53.3 million

(5.4%) under the estimatein April. For theyear
to date, outlays in this category are now
$180.0 million (1.8%) under the estimate. Three
program subcategories (Health Care/Medicaid,
Other Welfare, and TANF) — all in the
Department of Job and Family Services— are
the most significant contributorsto the year-to-
date underestimate and are discussed in more
detail below.

Health Care/Medicaid. Year-to-date net
disbursementsthrough April inthe Health Care/
Medicaid program (primarily lineitem 600-525)
total $7,927.8 million, whichis$101.7 million
(1.3%) under the estimate (see Table 6). For
April, health care spending was $50.8 million
(6.5%) below the estimate. Total net health care
payments so far in FY 2005 exceed FY 2004
payments at the same point of the year by
$437.4 million (5.8%).

Asweseein Table6 (excluding offsets), only
paymentsin the Nursing Facilities, Outpatient
Hospitals, Physicians, Medicare Buy-In, and DA
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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 April 2005
($ in thousands)

PROGRAM Actual Estimate* Variance Percent
Primary & Secondary Education (1) $555,399 $578,451 -$23,052 -4.0%
Higher Education $190,226 $177,372 $12,854 7.2%

Total Education $745,625 $755,823 -$10,198 -1.3%
Health Care/Medicaid $727,272 $778,044 -$50,772 -6.5%
Temporary Assistance to Needy Families (TANF) $62,270 $38,169 $24,101 63.1%
General/Disability Assistance $1,991 $1,908 $83 4.3%
Other Welfare (2) $26,665 $43,331 -$16,666 -38.5%
Human Services (3) $123,208 $133,272 -$10,063 -7.6%

Total Welfare & Human Services $941,406 $994,723 -$53,317 -5.4%
Justice & Corrections $167,880 $167,986 -$106 -0.1%
Environment & Natural Resources $6,417 $6,536 -$119 -1.8%
Transportation $2,554 $4,845 -$2,290 -47.3%
Development $6,170 $8,036 -$1,866 -23.2%
Other Government $17,662 $23,641 -$5,979 -25.3%
Capital $0 $350 -$350  -100.0%

Total Government Operations $200,683 $211,393 -$10,710 -5.1%
Property Tax Relief (4) $202,869 $151,611 $51,258 33.8%
Debt Service $42,481 $42,393 $88 0.2%

Total Other Disbursements $245,350 $194,004 $51,346 26.5%
Total Program Disbursements $2,133,064 $2,155,944 -$22,880 -1.1%
TRANSFERS
Local Govt Distribution $0 $0 $0
Budget Stabilization $0 $0 $0
Other Transfers Out $3,391 $0 $3,391

Total Transfers Out $3,391 $0 $3,391
TOTAL GRF USES $2,136,455 $2,155,944 -$19,489 -0.9%
(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.

Medical service categoriesare over estimatefor
the year to date. The remaining categories are
under estimate. This pattern and the year-over-
year comparisonin Table 7 show very little change
from what was reported in last month’s
“Disbursements’ report. Andit appearsthat lower
than antici pated casel oad growth a ong with lower

enrollment in managed care plans account for
much of the overall variance and varianceswithin
the service categories.

The number of total Medicaid eligibles
decreased in April by 1,261. Thiswasthefirst
monthly decreasein thetotal number of eligibles
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Table 5
General Revenue Fund Uses
Actual vs. Estimate
FY 2005 as of April 2005
(% in thousands)
Percent

PROGRAM Actual Estimate* Variance  Percent FY 2004 Change
Primary & Secondary Education (1) $5,577,938 $5,632,584 -$54,646 -1.0% $5,396,485 3.4%
Higher Education $1,939,348 $1,952,785 -$13,436 -0.7% $1,961,509 -1.1%

Total Education $7,517,286 $7,585,369 -$68,082 -0.9% $7,357,994 2.2%
Health Care/Medicaid $7,927,782 $8,029,498 -$101,716 -1.3% $7,490,419 5.8%
Temporary Assistance to Needy Families (TANF) $318,347 $334,909 -$16,561 -4.9% $353,353 -9.9%
General/Disability Assistance $20,699 $20,270 $429 2.1% $19,077 8.5%
Other Welfare (2) $386,549 $449,414 -$62,865 -14.0% $395,562 -2.3%
Human Services (3) $1,038,741 $1,038,026 $715 0.1% $994,577 4.4%

Total Welfare & Human Services $9,692,118 $9,872,116  -$179,998 -1.8% $9,252,987 4.7%
Justice & Corrections $1,662,910 $1,664,057 -$1,147 -0.1% $1,617,005 2.8%
Environment & Natural Resources $101,803 $98,858 $2,946 3.0% $94,531 7.7%
Transportation $28,545 $27,086 $1,459 5.4% $24,447 16.8%
Development $139,048 $126,598 $12,450 9.8% $121,271 14.7%
Other Government $332,199 $346,547 -$14,347 -4.1% $320,394 3.7%
Capital $0 $2,530 -$2,530 -100.0% $0

Total Government Operations $2,264,506 $2,265,676 -$1,170 -0.1% $2,177,647 4.0%
Property Tax Relief (4) $1,020,437 $866,781 $153,657 17.7% $833,663 22.4%
Debt Service $387,873 $383,329 $4,544 1.2% $313,039 23.9%

Total Other Disbursements $1,408,311 $1,250,110 $158,201 12.7% $1,146,702 22.8%
Total Program Disbursements $20,882,220  $20,973,270 -$91,050 -0.4%  $19,935,330 4.7%
TRANSFERS
Local Govt Distribution $0 $0 $0 $0
Budget Stabilization $0 $0 $0 $0
Other Transfers Out $40,072 $0 $40,072 $54,043  -25.9%

Total Transfers Out $40,072 $0 $40,072 $54,043  -25.9%
TOTAL GRF USES $20,922,292  $20,973,270 -$50,978 -0.2%  $19,989,373 4.7%
(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.

since April 2001. The number of eligiblesnow
totals 1,731,677, which is 8,325 below the
budgeted leve for thispointinthefiscal year. The
number of eligiblesin the Covered Familiesand
Children program is under estimate by about
13,200, whilethe number of eligiblesintheAged,
Blind, and Disabled program isover estimate by
about 4,800.

Job and Family Services. Disbursementsfor
the Department of Job and Family Services
operating and subsidy programs were
$16.6 million (38.5%) under estimatein April and
stand at $62.9 million (14.0%) under the estimate
for the year to date. In Tables 4 and 5, these
disbursementsare captured in the Other Welfare
subcategory, which excludes the separately
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Table 6
Health Care/Medicaid Spending in FY 2005
(ALI 600-525 Only)
($ in thousands)

April Year-to-Date Spending

Actual Estimate Variance Percent Actual Estimate Variance Percent
Service Category Variance| thru Apr. thru Apr. Variance
Nursing Facilities Payments $234,580 $224,020 $10,560 4.7%) $2,281,217 $2,229,966 $51,251 2.3%
ICF/MR Payments $38,202 $37,621 $580 1.5% $372,803 $374,495 ($1,692) -0.5%
Inpatient Hospitals $102,078 $115,929  ($13,851) -11.9%| $1,167,635  $1,208,149 ($40,514) -3.4%
Outpatient Hospitals $46,071 $52,102 ($6,032) -11.6% $534,319 $532,191 $2,129 0.4%
Physicians $47,853 $47,211 $643 1.4% $514,812 $482,560 $32,252 6.7%
Prescription Drugs $155,920 $165,508 ($9,588) -5.8% $1,638,644 $1,678,167 ($39,523) -2.4%
ODJFS Waiver $16,658 $19,013 ($2,355) -12.4% $181,354 $197,386 ($16,032) -8.1%
All Other $62,083 $83,234  ($21,151)  -25.4% $774,075 $830,376 ($56,301) -6.8%
MCP $88,008 $101,398 ($13,391) -13.2% $884,229 $945,091 ($60,862) -6.4%
Medicare Buy-In $17,934 $15,130 $2,804 18.5% $158,026 $145,047 $12,979 8.9%
Total Medicaid Payments $809,386 $861,166 ($51,780) -6.0% $8,507,113 $8,623,427 ($116,314) -1.3%
DA Medical $5,022 $4,323 $700 16.2% $62,345 $54,338 $8,006 14.7%
Drug Rebates Offsets ($50,136) ($49,836) ($299) 0.6% ($425,370)  ($424,327) ($1,042) 0.2%
ICF/MR Franchise Fee Offsets ($1,561) ($1,563) $1 -0.1% ($15,143) ($16,895) $1,752  -10.4%
NF Franchise Fee Offsets ($35,439) ($36,045) $606 -1.7% ($195,919)  ($202,261) $6,341 -3.1%

DSH Rebate Offsets $0 $0 $0 ($5,244) ($4,785) ($459)
Total Health Care (Net of Offsets) $727,272 $778,044 ($50,772) -6.5%| $7,927,782 $8,029,498 ($101,716) -1.3%

Est. Federal Share $426,968 $456,775 ($29,807) $4,654,250 $4,713,965 ($59,716)

Est. State Share $300,305 $321,269 ($20,965) $3,273,532 $3,315,533 ($42,001)

1. Some of the money generated from nursing home franchise permit fees is used to make payments to nursing facilities to offset GRF nursing facilities spending.
The NF franchise fee is $4.30 per bed per day for FYs 2004 and 2005.

2. Waivers provide home-care alternatives to consumers whose medical conditions/functional abilities would otherwise require long-term care facility residence.

3. "All Other" includes all other health services funded by line item 600-525 and payments from funds encumbered in the previous year.

4. CHIP Il provides health care coverage for children under age 19 whose family incomes are between 150% and 200% of FPL. The state receives enhanced
FMAP for CHIP II.

5. DA Medical is a state-only funded program.

6. The federal medical assistance percentage (FMAP) used in this table is a blended rate of 58.71%.

Note: Due to accounting differences, the totals do not exactly match the amounts in Tables 4 and 5.

Source: BOMC8300-R001, BOMC8350-R001&R002 Reports, Ohio Department of Job & Family Services.

tracked Medicaid, TANF, and Disability
Assistance/Cash Assistance programs.

TANF. InApril, Temporary Assistance for
Needy Families (TANF) disbursements changed
course and posted avariance of $24.1 millionover

Thethreelargest contributorsto the year-to- the estimate, asalarger share of the spendingin

date disbursement variancein thissubcategory are
line items 600-528, Adoption Services
($13.2 million under estimate), 600-416,
Computer Projects ($9.3 million under estimate),
and 600-321, Support Services ($6.7 million
under estimate). Disbursements for adoption
services have been lower than expected largely
because the cost per recipient was lower than
anticipated. Asisoftenthe casewithlineitem
600-416, vendor invoicing for computer projects
has been slower than anticipated. And thelower
than anticipated disbursements for support
servicesisattributable to anumber of different
small programs supported by the line item’s
appropriation.

the program shifted to the state component of the
program’s funding. For the year to date,
disbursementsinthe TANF program now stand
at $16.6 million below estimate. The number of
TANF assistance groups decreased by nearly
1,200 inApril.

Education (-$68.1 million)

In April, disbursements in the Education
category were $10.2 million (1.3%) under
estimate. For the year to date, outlaysin this
category are $68.1 million (0.8%) under the
estimate. Compared to the same point inthelast
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Table 7
FY 2005 to FY 2004 Comparison of Year-to-Date Health Care/Medicaid Spending
(ALI 600-525 Only)
($ in thousands)

FY 2005 FY 2004
Yr.-to-Date Yr.-to-Date Dollar Percent
Service Category as of Apr.'05 as of Apr.'04  Change Increase

Nursing Facilities Payments $2,281,217 $2,252,285 $28,931 1.3%
ICF/MR Payments $372,803 $367,801 $5,002 1.4%
Inpatient Hospitals $1,167,635 $1,097,593 $70,042 6.4%
Outpatient Hospitals $534,319 $493,857 $40,463 8.2%
Physicians $514,812 $475,987 $38,826 8.2%
Prescription Drugs $1,638,644 $1,460,436  $178,208 12.2%
ODJFS Waiver $181,354 $158,575 $22,778 14.4%
All Other $774,075 $750,023 $24,052 3.2%
MCP $884,229 $851,569 $32,659 3.8%
Medicare Buy-In $158,026 $132,726 $25,300 19.1%
Total Medicaid Payments $8,507,113 $8,040,852  $466,262 5.8%
DA Medical $62,345 $70,408 ($8,064) -11.5%
Drug Rebates Offsets ($425,370) ($339,068)  ($86,301) 25.5%
ICF/MR Franchise Fee Offsets ($15,143) ($16,947) $1,804 -10.6%
NF Franchise Fee Offsets ($195,919) ($193,826) ($2,093) 1.1%
DSH Rebate Offsets ($5,244) $0 ($5,244)

Prior Period Encumbrance Subsidy $0 ($71,000) $71,000 -100.0%
Total Health Care (Net of Offsets) $7,927,782 $7,490,419  $437,363 5.8%
Est. Federal Share $4,654,250 $4,397,482  $256,768

Est. State Share $3,273,532 $3,092,937 $180,596

1. Some of the money generated from nursing home franchise permit fees is used to make payments
to nursing facilities to offset GRF nursing facilities spending. The NF franchise fee is $4.30 per bed
per day for FYs 2004 and 2005.

2. Waivers provide home-care alternatives to consumers whose medical conditions/functional
abilities would otherwise require long-term care facility residence.

3. "All Other" includes all other health services funded by line item 600-525 and payments from funds
encumbered in the previous year.

4. CHIP Il provides health care coverage for children under age 19 whose family incomes are
between 150% and 200% of FPL. The state receives enhanced FMAP for CHIP 1.

5. DA Medical is a state-only funded program.

6. The federal medical assistance percentage (FMAP) used in this table is a blended rate of 58.71%.

Source: BOMC8300-R001, BOMC8350-R001&R002 Reports, Ohio Department of Job & Family Services.

fiscal year, disbursementsin this category are
$159.3 million (2.2%) higher in the current fiscal
year.

Department of Education. April
disbursements by the Department of Education
were $24.0 million (4.2%) under the estimate for
themonth. For theyear to date, the Department’s
disbursementsare $53.2 million (1.0%) under the
estimate. Total disbursements so far thisfiscal
year are $5,482.8 million.

revised Average Daily
Membership data. Atthetime
of this writing, LSC is still
looking into the use of the
revised dataand will providean
update in next month’'s
“Disbursement Report.” The
Department has predicted a
shortfall in FY 2005 of between
$200 million and $300 millionin
appropriations for foundation
formulaitems. Asaresult, the
appropriation for lineitem 200-
501 has been increased by
$150 millioninSub. S.B. 56. In
addition, that act moves the
payment of a $30 million set-
aside for this line item into
FY 2006 and increases the
appropriation for lineitem 200-
612, Base Cost Funding, from
the Lottery Profits Education
Fund, by $30 million. Thisfund
iIsused in conjunctionwithline
item 200-501 to finance the
foundation formula. The
remainder of the shortfal will be
met with forgiveness of
Executive-ordered cutstotaling
about $13 million and transfers
from other appropriationitems.

LSC expects a significant variance in
disbursements over the estimate for the 200-501
lineitemin June.

Partially offsetting the Department’s
underspending were line items 200-532,
Nonpublic Administrative Cost Reimbursement
(over estimate by $18.0 million) and lineitem
200-437, Student Assessment, which was over
the estimate by $7.1 million. Appropriationitem
200-532 is used to pay chartered nonpublic

schoolsto perform administrative and clerical

April’ sdisbursement variance of $24.0 million
below estimateis attributabl e to underspending
of $51.9 millionin lineitem 200-501, Base Cost
Funding. Thisvarianceislargely attributableto
(1) $15.0 millionin catastrophic aid paymentsthat
wereanticipated intheestimatesfor April but have
been postponed until June and (2) the use of

activitiesmandated by the state. Thevariancein
line item 200-532 is solely attributable to the
timing of apayment. Lineitem 200-437 isused
to pay for devel oping, scoring, and reporting the
results of the state’ s proficiency and achievement
tests, as well as for developing the state’s
diagnostic assessments. The positivevariancein
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April makesup for billingsthat were under the
estimatein March. For theyear to date, lineitem
200-437 isunder the estimate by $20.4 million.

Board of Regents. Disbursements by the
Board of Regents were $12.9 million (7.2%)
abovethe estimatefor April, withtheyear-to-date
disbursement variance now standing at
$13.4 million below estimate, as the largest
appropriation items close in on their FY 2005
estimates. Like last month, the year-to-date
varianceiscompletely explained by lineitem 235-
420, Success Challenge, whichisnow under the
estimate by $26.2 million. Thislineitemisused
to support universities' efforts to promote
successful degree completion by “at-risk”
baccalaureate students and timely degree
completion by all students. Thisvarianceisa
matter of timing.

Government Operations (-$1.2 million)

InApril, outlaysin the Government Operations
category were $10.7 million (5.1%) below the
estimate for the month, which pushed the year-
to-datevarianceto just $1.2 million (0.1%) below
theestimate. Thelargest singlesourceof theyear-
to-date variance is the disbursement activity of
the Department of Development, which now
stands at $12.6 million above estimate. As
reportedin previous* Disbursements’ articles, this
variance stems largely from the fact that
disbursementsof prior-year grant money, aswell
asdisbursementsfrom two new lineitems, are not
occurring asanticipated. Thesmall declineinthat
variance that we saw in April was expected and
continues a trend in the slow decline in the
variance asthe estimates catch up with spending.

An offsetting contributor to the year-to-date
variance in the category is the Department of
Rehabilitation and Correction, with avariance of

$11.0 million over the estimate. Thisvariance
stemsfrom appropriationitem 505-321, Institution
Medical Services, which is running about
$12.0 million over the estimate. Thisoveragein
spendingisvery consistent with highinflation rates
the Department has experienced in the delivery
of medical services. The Department has had to
seek Controlling Board approval in FY 2005 to
transfer funds from other GRF linesin order to
meet expensesrelated to medical services.

Tax Relief ($153.7 million)

TheProperty Tax Relief program, which carries
an FY 2005 GRF appropriation of almost
$1.4 billion, reimburses school districtsand local
governments for revenue that islost due to tax
relief provided by state law to property owners
and busi nesses through the homestead exemption,
the property tax rollbacks, and the $10,000
tangibletax exemption programs. Tax relief funds
are disbursed to school districts and local
governments by the Department of Education and
the Department of Taxation, respectively. Each
of these departmentsdividesits property tax relief
program into two components:. real property tax
credits/exemptions, and tangible tax exemptions.

Tax Relief paymentstotaled $202.9 millionin
April. April’s disbursement variance of
$51.3 million over the estimate plusthevariance
of $106.5 millionin March account for all of the
year-to-date variance of $153.7 million. Local
government and school district requests for
reimbursement in these two months have comein
earlier than anticipated by the estimatesdueto a
change in the processing of the requests.
Subsequent disbursements in this area should
register offsetting disbursements under the
estimate.

*LSC colleagues who contributed to the development of this disbursement report included, in alphabetical
order, Melaney Carter, Ivy Chen, Phil Cummins, Sarkis Mahdasian, Erin Pettegrew, David Price, Joe

Rogers, Maria Seaman, and Kerry Sullivan.
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