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Introduction

The Legislative Service Commission prepares this document for the members of the General Assembly.
It reviews selected budget issues in the operating budgets adopted by the 124" General Assembly —Am.
Sub. H.B. 94 (the General Operating Budget); Sub. H.B. 73 (the Transportation Budget); Sub. H.B. 75
(the Workers Compensation Budget); and Sub H.B. 74 (the Industrial Commission Budget).
Appropriations in Am. Sub. H.B. 299, and Am. Sub. H.B. 3 are also included in this analysis. These bills
were all passed by June 30, 2001. (Appropriation changes made in Sub. H.B. 405 which passed
December 5, 2001, however, are not reflected in this document.) An executive summary of the main
appropriation acts is followed by an analysis of each agency’s budget and a spreadsheet showing actual
appropriations for all line items for the agency. The last section, Tax Policy and Revenue, provides
estimates of the impact of the substantive tax changes included in the operating budgets.

For more detail on agency line items, please refer to the LSC publication, The Catalog of Budget Line
Items, where each line is described by its legal basis, revenue source, and use. The State Government
Book, produced by the Office of Budget and Management, provides a comprehensive description of state
government programs. The LSC also produces The Comparison Document, which compares budget
provisions as the various budget bills move through the legislative process, as well as final analyses for
all of the separate bills, describing all of the substantive provisions in those bills.

The LSC Fiscal Analysis may be purchased at $6 per copy plus $1 postage and handling for mail orders.
Orders should be addressed to:

LSC Fiscal Analysis
Legislative Service Commission
Ve Riffe Center
77 South High Street, 9" Floor
Columbus, OH 43215-6136

Please enclose a check or money order in the proper amount payable to the Ohio Legislative Service
Commission.

Because the Legislative Service Commission cannot fulfill requests for multiple copies of its staff
publications, persons or groups that need more than one copy of the Fiscal Analysis are encouraged to
reproduce all or any portion of its contents. The Commussion claims no copyright or other basis requiring
consent to replication of any portion of this publication, but it is requested that the Director be informed
of any republication involving a public distribution and that the source be identified therein. The Fiscal
Analysis may be accessed via the Internet at www.lsc.state.oh.us.
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FY 2002 - FY 2003 Operating Budget Analysis

» Operating Budget cut 1.5% by
Conference Committee

« Education funding increased by M a i n Appropri atio n Acts

$1.4 billion over biennium
» Transfers from Family Services

Stab?l?zat@on Fund and B‘?dge‘ Steve Mansfield, Senior Analyst

Stabilization Fund authorized Doris Mahaffey, Principal Economist
Allan Lundell, Senior Economist
Other LSC Analysts

e Governor exercised line item
veto 49 times; H.B. 299
“corrected” some vetoed items

e $175 million of TANF funds
transferred to support Head
Start

OVERVIEW

The LSC Analysis of the State Operating Budget for Fiscal Years 2002 and 2003 focuses on the funding
for each state agency that was appropriated in the budget acts. The introductory section presents an
overview of the general operating budget, along with information that cuts across all state agencies, and
provides highlights of all the budget acts. Subsequent sections of this document examine the major budget
actions for each agency. Other LSC fiscal documents that provide additional information on the budget
process include the Analysis of the Executive Budget as Introduced by Agency (also known as the agency
“Redbooks™), the Catalog of Budget Line Items (COBLI), the LSC Comparison Document (“Compare
Doc™), and the LSC Spreadsheets.

APPROPRIATIONS BY BUDGET

This section contains a summary of the four operating budget acts of the FY 2002-2003 biennium: Am.
Sub. H.B. 94 (the General Operating Budget); Sub. H.B. 73 (the Transportation Budget); Sub. H.B. 75
(the Workers Compensation Budget); and Sub. H.B. 74 (the Industrial Commission Budget). Table 1

shows the funding for eack of the budget bills. The column on the right, labeled “Share,” shows the
portion of total state appropriations funded through each of the appropriation bills.
Table 1. Total FY 2002 - 2003 Appropriations by Budget Bill
Budget FY 2002 FY 2003 Biennium Total Share

General Operating [H.B. 94] $41,318,211,041 $43,197,682,866 $84,515,893,907 93.0%

Transportation [H.B. 73] 3,002,947,800  2,589,180,270  5,592,128,070 6.2%

Workers Compensation [H.B. 75] 303,582,198 316,597,161 620,179,359 0.7%|

Industrial Commission [H.B. 74] 56,980,710 59,999,383 116,980,093 0.1%

Total $44,681,721,749 $46,163,459,680 $90,845,181,429 100.0%
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FY 2002 - FY 2003 Operating Budget Analysis

Total appropriations for all budgets and all fund groups in FY 2002 exceed actual FY 2001 expenditures
by 10.0 percent. FY 2003 appropriations exceed FY 2002 appropriations by 3.3 percent. The General
Operating Budget, with over 90 percent of all appropriations, obviously defines these rates of increase.
Significant increases in the budget for the Department of Education and the Department of Job and
Family Services account for a large portion of the increase in the operating budget (for more detail, please
see the discussion of the highlights of H.B. 94, below). Also of special note is a significant increase in the
Transportation Budget for FY 2002 of 26.7 percent, followed by a sizeable decrease in FY 2003 of
13.8 percent.

After a series of reductions from original appropriation recommendations, the appropriations from the
GRF in the General Operating Budget received a 1.5 percent “‘across-the-board” reduction, with
exemptions granted for some agencies and programs. These reductions were mandated because of
declining revenue estimates and increased estimates of costs in the Medicaid program. Also in the mix
that made for an especially tight budget was an increase to primary and secondary education of
approximately $1.4 billion over the biennium.

In addition to reductions in appropriations, H.B. 94 approved certain transfers, if needed. The Director of
Budget and Management was given authority during FY 2002 to transfer up to $100 million in cash—i.e.,
the balance of the fund—from the Family Services Stabilization Fund to the General Revenue Fund. The
Director of Budget and Management, with Controlling Board approval, may transfer up to $150 million
from the Budget Stabilization Fund to the General Revenue Fund and increase the appropriation to
ALI 600-525, Health Care/Medicaid, if it appears that the costs in the program are likely to exceed the
appropriated amount.

Other transfers to the GRF permitted over the biennium include a transfer of up to $30 million from
unclaimed funds and a transfer of up to $31.8 million from non-federal, non-GRF and not constitutionally
restricted funds. H.B. 94 also permits the Director of Budget and Management to transfer up to $5 million
per year from the Budget Stabilization Fund to the Controlling Board’s Emergency Purposes fund with
Controlling Board approval. In addition to these transfers, the budget included certain other revenue
enhancements. See the Revenues and Taxation section, below.

Two state commuissions were eliminated in H.B. 94: the State and Local Government Commission and the
Women’s Policy and Research Commission. In addition, the Fatherhood Commission and the
Correctional Institution Inspection Committee, although not eliminated, had their state funding levels
reduced to zero.

The General Operating Budget act also included a provision to move the federal Temporary Assistance
for Needy Families (TANF) block grant funds out of the GRF and into a federal special revenue rotary
account in order to improve the ability to manage these funds.

The Governor exercised the line item veto power forty-nine times to strike various items from H.B. 94.
On a number of these items, especially earmarks of Temporary Assistance for Needy Families (TANF)
funds and funds that have been transferred from TANF to the Social Services Block Grant, the General
Assembly reached compromise positions with the Governor in Am. Sub. H.B. 299 to restore the vetoed
provisions.

Page 2
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FY 2002 — FY 2003 Operating Budget Analysis

APPROPRIATIONS BY FUND GROUP

Chart 1 shows the portion of total state appropriations funded by each of the state fund groups for the
FY 2002-2003 biennium. See the spreadsheets for information on funding by agency, by line item, and
by fund group within each agency for fiscal years 1997 through 2003.

The state General Revenue Fund (GRF) is clearly the most important source for current appropriations.
The rest of this section provides a brief discussion of the state GRF, along with the Lottery Profits
Education Fund (LPEF), and changes in revenues and taxation. Following this are sections providing
highlights of H.B. 94.

Chart 1. FY 2002-2003 Appropriations by Fund Group

State Special Lottery Profits Highway Operating

Agency Fund Education Fund
Revenue & General 9 X, o Fund
R 13% 1% 4%
Service Funds “\ : | o
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STATE GRF AND LPEF FUNDING

This section places in historical context the funding levels of the state’s General Revenue Fund (GRF)
and Lottery Profits Education Fund (LPEF). The two are considered together since in most places the
state GRF is broadly defined to include the LPEF due to the fact that at one time lottery profits were
deposited into the GRF and then transferred to the LPEF.

Total GRF funding for the biennium increases by 11.2 percent over actual expenditures for the prior
FY 2000-2001 biennium. FY 2002 GRF appropriations exceed FY 2001 expenditures by 3.9 percent,
while FY 2003 GRF appropriations exceed FY 2002 appropriations by 4.9 percent.

The purchasing power of total GRF plus LPEF appropriations for the biennium is expected to grow by
5.2 percent over actual FY 2000-2001 expenditures. Chart 2 shows the state GRF and LPEF expenditures
for FY 1985 through 2001, along with the appropnations for FY 2002-2003 in both nominal amounts and
amounts adjusted for inflation. Between 1985 and 2001, expenditures have grown by 152.4 percent in
nominal dollars—or by 52.4 percent after inflation is taken into account. During the same period,

Page 3
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FY 2002 — FY 2003 Operating Budget Analysis

expenditures as a percent of Ohio’s gross state product (GSP) have risen from 3.9 percent to 4.5 percent,
and are expected to rise to 4.8 percent in the FY 2002-2003 biennium (see Chart 3).

Chart 2. Total State GRF and LPEF Expenditures
(in millions of dollars)
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Chart 3. State GRF and LPEF Appropriations as a
percentage of Ohio GSP
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As depicted in Charts 4 and 5, Primary and Secondary Education continues to receive the largest share
of GRF appropriations ($15.4 billion over the biennium, or 41.2 percent of total state GRF plus LPEF
funding, and excluding the Local Government Funds), followed by Human Services ($10.1 billion, or
27.0 percent), Higher Education ($5.2 billion, or 13.8 percent), and Corrections ($3.3 billion, or 9.1
percent). Histories of both the appropriation amounts and shares of these four program areas are included
in the charts, below. Chart 4 presents the history of spending in the four program areas, plus the “Other
Government” category, while Chart 5 presents the historical share of each program area (here the “Other
Government” category is included in the calculations, but omitted from the chart). Individual agency
appropriation and policy changes are discussed in the highlights section, below, which follows a brief
discussion of revenues and taxation.
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FY 2002 — FY 2003 Operating Budget Analysis

Chart 4. State GRF and LPEF Expenditures by Major Category
(in millions of dollars)
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Chart 5. Program Spending as a Percentage of State GRF and
LPEF Spending
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Revenues and Taxation

Deposits into and distributions from the three local government funds (LGF, LGRAF, and LLGSF) for
FY 2002 and FY 2003 were frozen at FY 2001 levels. The freeze is expected to add $59.4 million to the
GRF in FY 2002 and $132.5 million in FY 2003. An amnesty period during FY 2002, during which
taxpayers with liabilities not known to the state can report the liability and pay outstanding tax without
penalty, is expected to increase GRF revenues by $22 million for the biennium. A two-year delay in the
corporate increased job training expenses tax credit is expected to increase revenues to the GRF by
$40 million for the biennium. A two-year delay in the commencement of the corporate research and
development tax credit is expected to increase GRF revenues by $42.5 million for the biennium. (These
items are discussed in greater detail in the “Tax Changes” section of the analysis.)
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FY 2002 — FY 2003 Operating Budget Analysis

The budget transfers from the Treasurer of State to the Tax Commissioner the receipt and processing of
sales, corporate franchise, and some excise tax returns and payments. The budget allows county treasurers
of counties with a population greater than 200,000 to sell tax certificates for delinquent property taxes
through negotiations with one or more persons. rather than only at public auctions.

HIGHLIGHTS OF AMENDED SUBSTITUTE HOUSE BILL 94
Primary and Secondary Education

The budget contains the state’s response to DeRolph II. State GRF and LPEF appropriations for primary
and secondary education totaled $15.4 billion (41.2 percent of the $37.4 billion biennial total of state GRF
and LPEF, excluding the Local Government Funds). Total GRF and LPEF appropriations for the
Department of Education grow by 8.0 percent in FY 2002 and 4.9 percent in FY 2003.

Funding for the Model Cost of an Adequate Education

The budget updates the base cost model and fully funds the updated base cost formula amount of $4,814
per pupil in FY 2002. For FY 2003, the inflation adjusted base cost formula amount is $4,949 per pupil.
The previous phase-in approach in the cost of doing business factor (CDBF) is eliminated. The CDBF
adjustment to the base cost formula amount is fully funded at the 7.5 percent range resulting in a $130
million increase in the CDBF adjustment over the biennium. Overall, the budget distributes
approximately $8.7 billion in the base cost funding with the CDBF adjustment to school districts and joint
vocational school districts in the FY 2002-FY 2003 biennium.

The budget establishes a new 6-weight system for special education. The new system is phased in at the
82.5 percent level in FY 2002 and at the 87.5 percent level in FY 2003. State special education weight
funding for the 612 school districts is estimated to increase by 8.5 percent and 9.3 percent, respectively.
The budget also expands the *“‘catastrophic costs” subsidy to all special education students except speech-
only students and provides $15 million per year for the subsidy.

A new excess cost supplement is created in FY 2003 to limit the local share of transportation as well as
special and vocational education model costs to a maximum of 3 mills of local property tax levies. It
provides an estimated $31.1 million in funding to over 40 percent of school districts in FY 2003.

The budget increases the transportation reimbursement rate to the greater of 60 percent or the district’s
state share percentage of the base cost funding beginning in FY 2003.

The disadvantaged pupil impact aid (DPIA) program provides additional funding above the base cost to
school districts with certain levels of poverty. DPIA includes funding for all-day and everyday
kindergarten, K-3 class size reduction, and safety and remediation measures. The budget provides
$699.9 million in DPIA funding over the biennium with approximately $460.1 million (or 65.7 percent)
of these funds going to the Big 8 urban districts. The budget also adopts a new poverty indicator for DPIA
beginning in FY 2004. Instead of using the single measure of the number of children whose families
participate in Ohio Works First (OWF), the new indicator will use the unduplicated count of children
whose families participate in four state welfare programs, including OWF. The new indicator is likely to
increase DPIA eligible students by 27.1 percent. State DPIA funding is likely to increase by 11.0 percent
as a result.

The budget extends the charge-off supplement (“gap aid”) to include the local share of the transportation
model cost. Gap aid calculations will now include the local share of the base cost funding transportation
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FY 2002 — FY 2003 Operating Budget Analysis

model cost, as well as special and vocational education weight funding. This effectively eliminates any
formula phantom revenue and ensures every school district receives the full amount of state and local
shares of the adequate education model cost.

The budget requires the General Assembly to update the cost of an adequate education every six years
and limits the variation of the state share percentage of the base cost funding and parity aid for years
between two updates to a 2.5 percent range to stabilize the state and local shares. The state share of the
base cost funding and parity aid is 49.0 percent in FY 2002—the first update year. The 49 percent state
share only includes the base cost funding and parity aid and excludes other adjustments to the base cost
funding. The average state share of the adequate education model cost (including the base cost and
various adjustments to the base cost, such as special and vocational education weights, DPIA, and
transportation) is estimated at 55.8 percent.

Parity Aid

The budget establishes Parity Aid (GRF item 200-525) to address disparities in enhancement revenues
and to buffer reappraisal phantom revenue. Parity aid equalizes an additional 9.5 mills (above the
adequacy level) to the 80" percentile district’s wealth level. The parity aid wealth is a weighted average
of property wealth (2/3) and income wealth (1/3). By using the go™ percentile level as the threshold,
parity aid will significantly reduce disparities in spending above the adequacy level once it is fully
implemented. Alternatively, certain districts are eligible for parity aid that provides the FY 2001 level of
the income factor adjustment benefit. Overall, about 492 school districts are eligible for parity aid with no
additional local effort requirement. Parity aid is to be phased in over a five-year period. The budget
provides $310.1 million in parity aid over the biennium.

Other Major Initiatives

The budget begins implementation of the recommendations of the Governor’s Commission on Student
Success. A new Academic Standards item is created to develop new academic content standards and
model curriculums and to fund communications of expectations to teachers, school districts, parents, and
communities. Student Assessment receives increased funding mainly to be used to develop new
achievement tests and diagnostic tests. Student Intervention Services receives funds to provide extended
learning opportunities for young children most at-risk of not passing the 4™ grade proficiency reading test.
Funding is targeted for the 340 districts with at least 10 percent of their students below the proficient
reading level.

The budget provides $32.6 million in each year to continue and expand OhioReads. The newly created
Reading/Writing Improvement provides funding for Summer Institutes for Reading Intervention and
various other literacy improvement projects.

The budget earmarks $5.8 million in FY 2002 and $19.4 million in FY 2003 to support the
implementation of a new system of entry-year support and assessment required by Ohio teacher licensure
standards. In addition to providing an annual stipend of $2,500 each to the current 935 certified teachers,
funding will support an additional 1,450 teachers for their attempts to attain certification. Approximately
$6.0 million per year is provided for the 12 Regional Professional Development Centers. Funding for the
National Board Teacher Certification initiative totals $11.8 million over the biennium. The newly created
Professional Recruitment line item receives $3.6 million over the biennium for recruiting minority
teaching personnel, prospective math and science teachers, special education teachers, and principals, as
well as for developing a web-based placement bureau and establishing a pre-collegiate program to target
future teachers.
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SchoolNet Commission: The budget appropriates $20.6 million over the biennium to provide technical
and instructional professional development for schoolteachers and administrators for the use of
technology. All funds from the Tobacco Settlement Education Technologies Trust Fund are dedicated to
the SchoolNet Commission to be used for grants to school districts and other entities and for the costs of

administering those grants. These funds are estimated to total approximately $37 million over the
biennium.

Educational Telecommunications Network Commission: Operation of the Ohio Government
Telecommunications Studio is transferred from the Capital Square Review and Advisory Board to the
Educational Telecommunications Network Commission beginning January 1, 2002.

Lottery: Language requiring the transfer of at least 30 percent of ticket sales to the Lottery Profits
Education Fund (LPEF) is eliminated.

Higher Education

Subsidies: Previous growth of the State Share of Instruction (SSI) and Challenge subsidies is curtailed
for the biennium. SSI, the state’s enrollment-based basic subsidy for higher education, grows by 0.62
percent and 0.58 percent to $1,659 million and $1,669 million in fiscal years 2002 and 2003, respectively.
The FY 2001 amount was $1,649 million. The four big Challenge programs (Jobs, Access, Success, and
Research), which provide non-enrollment-based aid to campuses, are reduced by 4.9 percent in FY 2002,
followed by an increase of 0.07 percent in FY 2003. They receive $139.4 million and $139.5 million,
respectively, following the FY 2001 expenditure of $146.5 million.

Tuition and fee caps: Although the subsidies’ growth is limited for the biennium, the caps on yearly
tuition and fee increases (currently 6 percent for university main campuses and 3 percent for other
campuses) are eliminated, thereby allowing the institutions to raise tuitions and fees at will.

Student aid: Total student aid falls by 0.76 percent to $198.2 million in FY 2002, then increases by 7.8
percent to $213.6 million in FY 2003. The largest program, Ohio Instructional Grants, grows from $88.2
million in FY 2001 to $98.0 million and $111.5 million in fiscal years 2002 and 2003, respectively, to
support higher maximum allowable family incomes and higher grant amounts. Student Choice Grants

grows by 2.0 percent each year to $53.5 million in FY 2003. The Twelfth-Grade Proficiency Stipend is
eliminated in this budget.

New initiatives: New to the budget is the Appalachian New Economy Partnership, which receives $1.0
million and $1.5 million in FY 2002 and 2003, respectively, to support private/public technology
partnerships in the 29 Appalachia counties. New study groups include the Ohio Plan Study Committee to
study funding for the Ohio Plan, intended to promote technological development; the Instructional
Subsidy and Challenge Review Committee, to review the state subsidies’ allocation formulas; and the
Science and Technology Collaboration group, to manage twelve appropriation items across several
agencies to promote a state science and technology strategy. The addition of a new debt service
appropriation item reflects the state’s recent authorization to issue general obligation bonds to finance
campus capital construction.
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Human Services

Job and Family Services: Overall appropriation authority for FY 2002 increased by 8.2 percent. Increases
in Medicaid and related expenditures make up the bulk of the increase in the JES budget, with smaller
shares of the increase in appropriation authority coming from the federal share of the TANF program, the
federally-funded Workforce Investment Act program. and the GRF-funded Disability Assistance
program.

A significant portion of the JFS budget is transferred to other departments. Medicaid services provided by
other departments continue to be supported with such transfers. The amount of TANF funds transferred to
other departments will increase. Programs in other departments receiving transfers include: Department
of Alcohol and Drug Addiction Services (for treatment and mentoring services), Department of Health
(for family planning services), Department of Education (for Head Start and Student Intervention
Services).

Significant portions of the JFS expenditures in the TANF program are earmarked. The bulk of these
earmarks put into law the JFS plan for allocations going to counties. Other earmarks of TANF funds that
were added include the following:  Adult Literacy and Child Reading, Appalachian Workforce
Development, Youth Diversion programs, Kinship Navigators program, Faith-Based Capacity-Building
programs, the Montgomery County Out-of-School Youth Project, the Talbert House, and the Center for
Families and Children. Transfers from TANF federal funds to the Social Services Block Grant (Title XX)
claimed as “earned reimbursement’ also received significant earmarks.

On a number of these items, especially earmarks of Temporary Assistance for Needy Families (TANF)
funds and funds that have been transferred from TANF to the Social Services Block Grant, the Governor
used the line item veto power to eliminate the funding for FY 2003. The General Assembly reached
compromise positions with the Governor to restore funding for many of these items in Am. Sub.
H.B. 299.

Medicaid: The budget appropriated $7.1 billion in combined federal and state GRF funds in FY 2002 and
$7.6 billion in FY 2003 for the line item that funds most Medicaid programs. It also grants authority to
the Director of Budget and Management to draw $150 million from the Budget Stabilization Fund if
needed to pay claims that exceed the amounts initially appropriated. The budget appropriated
$47.1 million in FY 2002 and $54.7 million in FY 2003 for the line item that provides funding for the
CHIP-II program. The increases each year support cost increases in various services of health care, and
some caseload growth.

The budget did not provide for any major program expansions, but did provide for implementation of the
Breast and Cervical Cancer Prevention and Treatment Act of 2000. The budget also increased the
franchise fee paid by nursing facilities from $1 per bed per day to $3.30 per bed per day. The increased
fee collections would be deposited in the newly-created Nursing Facility Stabilization Fund, to make
payments to nursing facilities under specified conditions. Finally, in lieu of the Governor’s proposed
changes to the nursing facility reimbursement formula, H.B. 94 assigned the task of studying those
changes to the Nursing Facility Reimbursement Study Council.

Mental Health: For FY 2003, the essentially flat funding across all subsidy lines and the cut in GRF line
item, Community and Hospital Mental Health Services, in combination with rising costs due to negotiated
pay raises, will result in a decrease in hospital and/or community mental health services. The effect of
budget restrictions on the community system is likely to result in increased case loads for mental health
therapists and case managers and the selective closure of some local programs.
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Aging: The budget established a new GRF appropriation item, 490-416, Transportation for Elderly. The
GRF appropriation contained in line item, 490-408, STARS (Seniors Teaching and Reaching Students),
was eliminated but the program continues through an OhioReads Grant earmark in the Department of
Education’s budget. STARS allows seniors to provide tutoring and mentoring in schools. Increased
funding for PASSPORT would allow the department to enroll approximately 670 new clients per month

in FY 2002 and approximately 710 new clients per month in FY 2003, contingent upon HCFA approval
of the waiver expansion.

Department of Mental Retardation and Developmental Disabilities: The budget redesigns the Medicaid
system for the MR/DD community including requiring JES to apply to HCFA for a Medicaid waiver
expansion of at least 500 slots in each fiscal year and allowing a county board of MR/DD to locally
administer waiver slots and fund these new slots pursuant to approval of a plan that must be submitted to
the Department of Mental Retardation and Developmental Disabilities. The bill earmarks $9.7 million in
FY 2002 and $9.9 million in FY 2003 for distributions to county boards of MR/DD to support existing
Medicaid waiver related activities provided for in the plan that the county board submits to the
department. The budget earmarks $2.5 million in FY 2002 and $2.7 million in FY 2003 to be used to
recruit and retain the direct care staff needed to implement the services contained in an individual's
individualized service plan (ISP).

Department of Health: A new line item is added to use Title XX funds transferred from the Department
of Job and Family Services to the Department of Health for the purposes of abstinence-only education.
The budget continues funding for family planning services using TANF state funds transferred from the
Department of Job and Family Services. The budget establishes the Health Care Workforce Shortage
Task Force to study the shortage and propose a state plan to address the problem.

Justice and Corrections

Department of Rehabilitation and Correction: A tight budget will force decreases in existing
administrative, institutional, and parole staff. The department will also have to selectively cut the future
costs of its residential and non-residential community sanctions programs, which are used to reduce jail
populations and divert offenders from being sentenced to prison.

Department of Youth Services: Budget reductions will result in the department closing one of its eleven
facilities. In addition, the budget transfers various juvenile justice duties of the Office of Criminal Justice
Services to the Department of Youth Services, including responsibility for administration of federal
Juvenile justice and delinquency prevention program grants, juvenile justice system planning, data
collection and analysis, auditing of grant recipients, and oversight of metropolitan county criminal justice
agencies, administrative planning units, and juvenile justice coordinating councils.

Ohio Public Defender Commission: Under existing law, the state is required to reimburse counties at a
rate of 50 percent of the cost of providing indigent defense services, subject to available appropriations.
The level of annual GRF funding provided in the budget will in all likelihood support a state
reimbursement rate for indigent defense services of between 40 percent and 42 percent.

Court of Claims: GRF budget reductions, in combination with a significant loss of staff and funding that
accompanied the recent relocation of the Victims of Crime Compensation Program to the Office of the
Attorney General, may force the Court of Claims to cut its operating expenditures back even further.

Office of Criminal Justice Services: The two most significant features of the office’s budget involve
(1) the transfer of its role in the state’s federal juvenile justice and delinquency prevention program,
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including $10-plus million in annual federal funding and six full-time staff positions, to the Department
of Youth Services, and (2) the transfer of the federal Family Violence Prevention and Services Act
Program, including approximately $2.7 million in annual federal funding, $700,000-plus in annual GRF
funding, and two full-time staff positions, from the Department of Job and Family Services to the Office
of Criminal Justice Services.

Office of the Attorney General: While the amount of GRF funding should be sufficient for the Office of
the Attorney General to deliver its existing level of services, it is likely that a number of planned law
enforcement-related initiatives will have to be scaled back or delayed.

General Government

Department of Public Safety: The budget requires that various motor vehicle registration and driver
license services fees charged by deputy registrars and the Registrar of Motor Vehicles be increased on a
graduated scale over three years. The budget requires the Registrar of Motor Vehicles to consider
prescribing a vertical license and conspicuously indicating the date on which the licensee becomes
eighteen and twenty-one years of age.

Department of Administrative Services: The budget appropriates $6 million over the biennium for
"E-Government" start-up costs. The funding will be used to pay for the development of an enterprise
portal and accompanying electronic infrastructure needed to implement the "One Stop E-Shop" for
government services. The budget appropriates $11.5 million over the biennium for ongoing systems-
development costs associated with the Multi-Agency Radio Communications System (MARCS). The
agency expects to bring online the first phase of the system during FY 2002.

Environmental Protection Agency: The fee on the retail sale of new tires is doubled from $0.50 to $1.00
per tire. All of the fee increase must be used toward tire removal actions generally, and at least 65 percent
must go toward tire removal and cleanup at the Kirby Tire site. Additional fee increases affect the
issuance of specific storm water permits.

Department of Agriculture: The new Livestock Regulation Division is charged with overseeing the
regulation of consolidated animal feeding facilities for 1,000 or more animal units. The Auction
Education Fund and the Auction Licensing Fund will be transferred from the Department of Commerce to
the Department of Agriculture in October of 2001. Farmland Preservation receives no appropriations for
the upcoming biennium.

Department of Natural Resources: The Civilian Conservation Corps program will be funded with TANF
Title XX Reimbursement funds.

Development: In each year of the biennium, funding of $160 million for the Universal Service Fund and
$12 million for the Energy Efficiency Revolving Loan Fund has been allocated to these new programs
created under electric deregulation for assistance to low-income customers and loans to improve energy
efficiency.

Controlling Board: The budget provides (1) $7.9 million in biennial appropriations to the Ohio
Bicentennial Commission, (2) $2.6 million in biennial appropriations to assist various local entities in
absorbing a portion of the costs associated with four state mandates, (3) a mechanism by which up to $5.0
million in each fiscal year may be transferred from the Budget Stabilization Fund for emergency
purposes, and (4) $12.0 million in non-GRF biennial appropriations to provide funding for assistance to
political subdivisions in recovering from natural disasters or emergencies.
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Ohio Department of Transportation (H.B. 94 portion): H.B. 94 appropriated $40.828,988 in FY 2002
and $39,534,107 in FY 2003 for the department’s budget. These appropriations support the department’s
ongoing programs in public transportation and aviation, and the Ohio Rail Development Commission.

HIGHLIGHTS OF SUB. H.B. 73
Transportation Funding

The motor vehicle fuel tax is the primary source of funding for the transportation and highways
appropriation act. This tax is imposed on all motor vehicle fuel dealers upon the use, distribution, or sale
of motor vehicle fuel. From the amount collected, several transfers are made for specific state use
(e.g., highway debt service, Local Transportation Improvement Program, etc.). Approximately 75 percent
of the remainder is distributed to the state for use by the Ohio Department of Transportation (ODOT) and
the remaining 25 percent is dispersed to local governments.

Of the gas tax that is received by ODOT, the Department of Public Safety is entitled to draw up to two
cents for operating the Highway Patrol. The Highway Patrol also has access to a portion of an additional
two-cent levy, which equals about seven-tenths of one cent. For more on the distribution of the gas tax
revenue, see the Analysis for the Department of Transportation.

Department of Transportation

H.B. 73 appropriates $1,905,708,870 in FY 2002 and $1,461,599.110 in FY 2003 for highway
construction projects, including debt service on highway bonds. The bill provides an additional
$372,636,000 in FY 2002 and $381,176,000 in FY 2003 for highway maintenance, and it provided
$32,730,000 for each fiscal year in funding for public transportation. Railroad crossing safety upgrades
receive $31,200,000 in funding over the biennium. The remainder of the $4,567,409,140 budgeted for the
biennium is appropriated to pay for departmental administration, transportation planning and research,
and the department’s aviation program. Overall, the H.B. 73 portion of the department’s budget, funded
largely by motor vehicle fuel taxes and by transfers from the federal government, is budgeted to grow by
21.2 percent from FY 2001 to FY 2002, and to decrease by 17.4 percent from FY 2002 to FY 2003.

Ohio Department of Public Safety

H.B. 73 provides $413,306,083 in appropriations for FY 2002 to the department, and $433,210,814 in
appropriations for FY 2003. Approximately $445.9 million of these combined amounts, or about
52.7 percent, provides the biennial budget for the Ohio State Highway Patrol. Another $239.6 million of
these combined amounts, or about 28.3 percent, provides the budget for the Bureau of Motor Vehicles.
The remainder of the budget provides funding for Emergency Medical Services, for the Emergency
Management Agency, for the Investigative Unit, and for departmental administration. Overall, the
H.B. 73 portion of the department’s budget, funded largely by motor vehicle fuel taxes and by transfers
from the federal government, is budgeted to grow by 2.6 percent from FY 2001 to FY 2002 and by 4.8
percent from FY 2002 to FY 2003. iy
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The Adjutant General has a threefold mission that includes federal, state, and community components.
Through the federal mission, the agency supports U.S. national security objectives. In 1998 and 1999
Ohio Army National Guard and the Air National Guard participated in a number of missions around the
world including Operation Desert Fox in Iraq; a peacekeeping mission in Bosnia and neighboring
countries; and Operation Allied Force in Kosovo. To fulfill its state mission, the agency is the state’s
largest emergency response team. The Governor can activate guard units to protect life and property and
to preserve peace, order, and public safety. During calendar year 1999, the Ohio National Guard
responded to the tornado that hit southwest Ohio near Cincinnati. To fulfill its community mission, the
Adjutant General participates in many community service projects, such as GuardCare that provides free
health care to Ohio’s medically underserved population.

The major state sponsored recruiting inducement for the National Guard is the Ohio National Guard
Scholarship program funded under the Board of Regents at $12.0 million each year. This amount exceeds
GRF funding that is provided directly to the Adjutant General’s Department. The scholarship program
was upgraded in the FY 2000-2001 budget when the reimbursement for tuition went from 60 percent to
100 percent.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
361 $31.7 million $33.5 million $9.8 million $10.2 million Am. Sub. H.B. 94
OVERVIEW

The Adjutant General’s total appropriation is $31.7 million in FY 2002, a 1.1 percent increase over FY
2001 spending and $33.5 million in FY 2003, a 5.7 percent increase over the FY 2002 appropriation.
GREF appropriations decrease 11.7 percent from FY 2001 to FY 2002 and increase 4.4 percent from FY
2002 to FY 2003. :
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The final total appropriation for the Adjutant General decreased 2.0 percent from the Executive proposal
in FY 2002 and 1.6 percent in FY 2003. The final GRF appropriation decreased 6.1 percent from the
Executive proposal in FY 2002 and 5.1 percent in FY 2003.

BUDGET ISSUES

NATIONAL GUARD FUNDING

Federal appropriations fund approximately 60 percent of the budget for the Adjutant General’s
Department. In addition to the appropriated federal funding, there is other federal spending for military
pay and equipment, which is not appropriated by the state and is spent directly by the federal government.
Federal funding supports the need for well-trained military personnel who can be called to duty when
needed. Ohio’s ability to continue to play a role in the national military structure depends on the state’s
willingness to support a National Guard presence.

Continued state support is necessary to retain a National Guard presence in Ohio. The National Guard
Bureau measures the state’s commitment to its National Guard units by an assessment of the state’s
ability to maintain the human and physical assets entrusted to it. This requires the National Guard to keep
adequate staffing levels and to maintain the facilities that house its military personnel. If a state fails to
maintain these standards, guard units will be moved to other states. Of the 150 Army and Air National
Guard units in Ohio, several are in danger of being deactivated over the next four years. The loss of
guard units means the loss of personnel and equipment that can be used to respond to state emergencies,
the loss of federal funds, and reduced higher education opportunities for prospective members.

In the FY 2002-2003 budget, the Adjutant General’s budget for the Army and Air National Guard
personnel lines (745-499 and 745-404, respectively) was exempted from the 1.5 percent general budget
cut to preserve federal matching dollars the department receives based on those line items. The facilities

lines, however, were not exempt from the cut. Line item 745-403, Armory Deferred Maintenance, was
eliminated.

OHIO NATIONAL GUARD SCHOLARSHIP PROGRAM

Beginning in FY 2001, the tuition grant program was renamed the Ohio National Guard Scholarship
Program and was moved into the budget for the Board of Regents. In addition, the tuition costs for a
National Guard member at an Ohio public university are now covered 100 percent. Largely due to this
increase, the program has received a significant increase in funding in the FY 2002-2003 biennium over
the FY 2000-2001 biennium. In the FY 2000-2001 biennium, the actual expenditures for the scholarship
program were $14,034,688. In the FY 2002-2003 biennium, the appropriation is $24,096,212, a 71.7
percent increase. giily :
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DAS FY 2002 - FY 2003 Operating Budget Analysis DAS

» Limited development of some

E-Government initiatives
« Roli-out of new statewide

radio system (MARCS) Department Of
« Anticipated changes to the

state's centralized Administrative SerViCES

procurement program

Nelson D. Fox, Senior Analvst

ROLE

The mission of the Department of Administrative Services is to provide state agencies with centralized
services pertaining to computer technology, the procurement of supplies and management of real estate,
human resources, and compliance with equal opportunity statutes. In addition to these four functional
divisions, DAS includes several sections that perform fiscal and administrative tasks within DAS and for
the professional licensing boards. These units include the Director’s Office, Chief Legal Counsel, Office
of Communications, Office of Finance, Central Service Agency, and the Centralized MIS unit. A large
portion of the agency’s operating budget comes from charges that state agencies pay for computer
support, payroll, purchasing and other centralized services.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
Am. Sub. H.B. 94
1,100’ $2.3 billion $2.4 billion $157.1 million $175.8 million
Am. Sub. H.B. 299
OVERVIEW

Actual spending in FY 2001 amounted to $2.05 billion. Appropriations for FY 2002 increase by 10.25
percent to $2.26 billion; FY 2003 appropriations increase by 6.4 percent to $2.40 billion. Note that state
payroll deductions for health benefits and unemployment compensation premiums that DAS withholds
are clustered in the Agency Fund Group (AGY). Such pass-through funds account for about 83 percent of
total appropriations.

GREF appropriations are increased substantially over FY 2001 spending of $130,322,364. FY 2002 GRF
appropriations amount to $157,087,971; FY 2003 GRF appropriations increase by almost 12 percent, to
$175,802,064. In sum, GRF appropriations represent about seven percent of DAS’s total FY 2002-2003
appropriations. Debt service on state buildings, the Multi Agency Radio Communications System
(MARCS) infrastructure, and other capital projects absorb much of the GRF appropriation. These non-
discretionary expenses are pegged at $96,106,300 in FY 2002 and $110,268,500 in FY 2003.

The Agency Fund Group includes receipts from other state agencies for their share of health benefits and
unemployment insurance premiums and other entitlements for state employees. Revenue derived from

' This figure represents approximate Full Time Equivalent (FTE) funded positions for FY 2002.
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these payroll deductions and charges remain in the custody of DAS and can only be used to provide those
benefits. These “pass through” revenues account for 83 percent of DAS’s entire FY 2002-2003
appropriation. The Intra-Governmental Service Fund Group (ISF) includes revenue derived from major
information technology services DAS provides to other state agencies. This includes the Ohio Data
Network, the statewide computer network backbone, and telecommunications functions. The General
Services Fund Group (GSF) consists of user fees DAS charges to other state agencies for a variety of
specialized services, such as human resources management and workforce development, as well as
construction oversight provided by the State Architect’s Office. The Holding Account Redistribution
Fund Group comprises deposits held by the State Architect for design blueprints for state construction
projects. This revenue is negligible; appropriations are $20,000 in each fiscal year.

The table below displays final adjusted FY 2002-2003 appropriations by fund group.

Fund Group FY 2002 FY 2003 Percent
Change
General Revenue Fund (GRF) $ 157,087,971 $ 175,802,064 11
General Services Fund (GSF) $ 103,858,292 $ 108,982,305 4
Intra-Governmental Service Fund (ISF) $ 116,482,097 $ 115,887,436 (.5)
Agency Fund Group $1,880,600,000 $2,002,677,000 6
Holding Account Redistribution Fund Group $ 20,000 S 20,000
Total $2,258,048,360 $2,403,368,805 6

The pie chart below displays these fund groups and their share of DAS’s FY 2002-2003 appropriations:

FY 2002-2003 Proportion of Appropriations by Fund Group

General Services
Fund

5%
General Revenue

Fund
7%

) Intra-Governmental

Agency Fund Group
83%
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BUDGET ISSUES

E-GOVERNMENT DEVELOPMENT COSTS
GRF Funding Component-100-418, E-Government Development

During the FY 2002-2003 biennium, the agency intends to improve the state’s web portal and expand
citizens’ and state agencies’ ability to conduct routine business transactions online. The executive had
recommended GRF funding of $17.5 million over the biennium in a new line item, 100-418, E-
Government Development, to cover these start-up costs. The enacted FY 2002-2003 budget appropriated
only $6.0 million for this purpose. A further $90,000 was deducted from this sum as a result of the
1.5 percent reduction in GRF appropriations. DAS has not yet devised an alternative E-government
development plan to account for these adjustments. Until an alternative plan is set out, the agency will
have to forego many of the consultant contracts and other expenditures that had been anticipated.

Non-GRF Funding: Information Technology Assessment

The budget act contains a temporary law provision, Section 13.17, which allows DAS to impose an
additional Information Technology (IT) assessment on agencies that would use the electronic commerce
infrastructure. This new revenue would be deposited in Fund 133, Information Technology, within the
Intra-Governmental Service Fund (ISF) group, in addition to the existing rates DAS charges other
agencies for shared-expenses related to computer system infrastructure. However, the federal government
has since rejected this cost-recovery plan on the basis that the plan runs afoul of guidelines outlining
permissible uses of federal funds. DAS has thus been forced to explore other funding alternatives.

Overall Impact on GRF-Funded Technology Projects

As a result of these budget adjustments and subsequent developments, DAS has begun to reprioritize its
information technology projects, many of which are funded through the GRF. Any such change and
accompanying GRF transfers would have to be made with consent from the Controlling Board. Until
then, work on other projects, such as those funded by GRF line item 100-416, Strategic Technology
Development Programs, may be delayed until a new technology-funding plan is put in place.

GENERAL SERVICES D1VISION—OPERATING (FUND 117)

The General Services Division houses: (1) the State Architect’s Office, (2) a real estate section that
manages the state’s real property assets and coordinates the state’s office leases, and (3) a procurement
office that coordinates state purchasing for other state agencies. Funding for the Division is derived from
charges to user agencies, which is deposited in Fund 117. (Funding for the State Architect’s Office is also

derived from charges to user agencies, but revenue and operating expenses for these services is accounted
for in Fund 131).

Appropriations for Fund 117 are $5,790,000 in FY 2002 and $7,091,000 in FY 2003. It appears that these
levels will not allow the Division to maintain current staff and service levels and take on a “Proposal-
Based Procurement Initiative,” as proposed in the Governor’s recommendations. The thrust of this new
program is to shift the focus of procurement from lowest cost as the lone factor in awarding contracts to
an emphasis on “best value,” which can encompass evaluations of vendor performance and other criteria.
This method of purchasing is also aimed at increasing the volume of competitively bid contracts and
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reducing the number of contracts awarded by waivers of competitive selection. The Division also expects
to reap savings by improving existing electronic procurement methods, such as electronic bid notification
and submission and so forth. The Division intends to seek Controlling Board approval later this year for
increased appropriation authority to augment the appropriations contained in the FY 2002-2003 budget
act.

HUMAN RESOURCES DIVISION—STATE AND LOCAL GOVERNMENT POSITION
CLASSIFICATION STUDY

One of DAS’s Human Resources Division major responsibilities is to help state human resources
officials, as well as certain county and university personnel administrators, to develop and modify
compensation, merit pay, and job classification plans. A major recommendation of the Governor’s MIC
2000 report was to undertake a comprehensive review of state and local government job classification
plans, some of which, according to the report, do not allow public employers to hire good candidates at
competitive wages.

According to the Governor’s recommendations, this study was to be paid for using a combination of
GRF—Iline item 100-406, County/University Human Resources—and Human Resources Division
Operating funds (Fund 125), whose revenue is derived from payroll processing and benefit administration
charges applied to state agencies. As enacted, the GRF appropriation of $837,381 in FY 2002 and
$826,195 in FY 2003 will probably not allow for the study to include an evaluation of county government
classification systems. Note that these appropriation levels for each year are slightly below actual
FY 2001 spending of $859,813.

ROLL-OUT OF THE MARCS SYSTEM

The Multi-Agency Radio Communications System (MARCS), an 800-Megahertz system that will allow
several state agencies to communicate and coordinate emergency services with local authorities, will
become operational during the 2001-2003 biennium. As the system comes on-line statewide, user
agencies will be charged a usage fee, to be deposited in Fund 5C2, MARCS. The aim is to make MARCS
self-supporting in the next biennium. In the meantime, the agency received GRF appropriations of
$5,270,089 in FY 2002 and $6,083,518 in FY 2003 to cover staffing costs associated with centralized
systems support and some additional expenses related to tower site acquisition, for which DAS is
responsible and cannot recover from user agencies. iy
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AAM FY 2002 - FY 2003 Operating Budget Analysis AAM

 Compared to actual
expenditures in FY 2001, GRF
appropriations are reduced by 1 3 1 Ta M
O o e o Commission on African
21.2% for FY 2003

American Males

Steve Mansfield. Senior Analvst

ROLE

The Commission on African-American Males (AAM) is charged with solving problems and advancing
recommendations pertinent to African-American males in the areas of unemployment, criminal justice.
education, and health. The commission is mandated to conduct research in these areas, hold public
hearings to collect data, identify state and local programs that address solutions to problems in these
areas, implement new programs and demonstration projects, and develop community education and
public awareness programs. In addition to these mandates, AAM is required to report at least biennially
on its activities, findings, and recommendations, and also is authorized to accept gifts, grants, and
contributions from any public agency or private source. The commission consists of up to 4 members,
appointed by the Governor, representing a number of executive branch agencies, private associations, and
other community groups, and is authorized to appoint an executive director who may hire other staff.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
2 $379,000 $381,000 $369,000 $371,000 Am. Sub. H.B. 94
OVERVIEW

AAM was originally created as the Governor’s Commission on Socially Disadvantaged Black Males in
1989. Beginning in FY 1991, AAM activities were overseen and coordinated by the Ohio Civil Rights
Commission. Under Am. Sub. H.B. 283 of the 123" General Assembly, AAM was separated from its
parent organization and established as an independent agency. Chapter 4112. of the Ohio Revised Code
provides statutory authority for the operation of AAM.

The commission is in the process of transitioning to a fully functional independent agency. In FY 2000,
an executive director was hired, but that individual left employment with the commission by the end of
the fiscal year. A member of the commission served as acting executive director for much of FY 2001,
but was unable to assume the executive director position full-time. At present, an employee of the Civil
Rights Commission is serving as acting executive director. The commission employs two individuals
who staff its office.

In FY 2000, AAM did not spend 83.5 percent of the combined amount that was budgeted that year for
personal services, maintenance, and equipment. A portion of those unspent funds were transferred to
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another appropriation item and used to support community projects. A total of $360,786 in appropriation
authority was allowed to lapse, and $203,201 was encumbered for use in FY 2001.

In FY 2001, AAM had an original appropriation of $691,837 from the General Revenue Fund (GRF).
This was reduced by S.B. 346 and by executive order by a total of $107,998. Out of the adjusted
appropriation, AAM had actual spending for FY 2001 of $469,941.

For FY 2002 and FY 2003, AAM’s total GRF appropriation authority is $368,624 and $370,514,
respectively. These appropriation amounts represent, respectively, a 21.6 percent and a 21.2 percent
reduction from actual FY 2001 spending.

BUDGET ISSUES

AAM’s funding request for FY 2002 was for a total of $975,641 in FY 2002, and $1,057,109 in FY 2003.
The GRF portion of the request was for $761,021 in FY 2002, and for $837,123 in FY 2003. In its core
budget request, AAM sought funding for six full-time positions, and for purchasing computer equipment,
travel, and maintenance services. In its supplemental budget request, AAM sought funding for one
additional full-time position, and funding for additional maintenance expenses that would be experienced
in using donated space to decentralize AAM’s activities into the state’s major urban areas.

One of the significant changes in AAM’s budget compared to the previous biennium is in ALI 036-502,
Community Projects. ALI 036-502 was established by Controlling Board action in FY 2000, and was
funded with money that was transferred from ALI 036-100, Personal Services, but which had gone
unused. In FY 2001, AAM spent $133,200 from ALI 036-502. For FY 2002, AAM received
appropriation authority of $37,430 in this line item, a 79.9 percent reduction. For FY 2003, the
appropriation for this item is further reduced to $27,334.

Another significant change takes place in ALI 036-100, Personal Services. For FY 2002, AAM received
appropriation authority of $250,720. This is up substantially from the FY 2001 actual expenditure of
$136,335, but still well below the original appropriation of $563,069 for FY 2001 that was contained in
Am. Sub. H.B. 283 of the 123" General Assembly, the operating budget for the FY 2000-2001 biennium.
In light of the difference between the amount requested by AAM for ALI 036-100 for FY 2002
($597,312), AAM will have to cut back its plans to expand staffing. There is room, however, to add
personnel in addition to its current two full-time staff.

In the previous biennium, AAM maintained State Special Revenue (SSR) Fund ALI 036-601 as a means
by which to receive gifts, donations, and grant moneys from various sources, including other state
agencies and the private sector. That line item had appropriation authority of $210,000 in each fiscal year
of the FY 2000-2001 biennium. Since the actual expenditures from this line item were approximately
$10,000, the appropriation level was brought down to that amount. This change in appropriation level
will not affect AAM’s ability to raise funds or grants, and the appropriation level can be altered by the
Controlling Board if AAM receives gifts, donations, or grants that exceed this amount. iy

Page 20
Ohio Legislative Service Commission



HOISSINI0D) 2014428 daun]sidaT iy ] dq paindaiyg

%050 ¥15'08€ $ %5964 2982 § EPZ'ILY $ PES'LLLS [DIOJ 1O HOISSIUO0D) SOV UDILDULY UDILYY
%00°0 000°0} $ %S8'L99 000'0} $ 20¢'L $ 0% e |ejoL dnoug pung anuaaay e1oads ajels
%00 0000Ls weel00  0000bS i 20ehs os T SIUBID/SIID-SOIEIN UEOLBWY UEDL)Y  L0S-9E0  EHP
%160 p1G0LE § %9S°12- v29'89€ § _ lve'eoys vE'LILS [BI0L pPUN4 8NUBARY |eJdudg
WO SRS HOOLL L OSFISS | ORS OS T SORGANNUNG) 205900
[ A AR S I eeeerrerneeneen SIS e Tt e D SR ER WYY | 109080 A
=R L8S8LS LB LSS Y

%89°0- L9y'9y § %1899 88L'0% §

%00' 952'€9Z $ %06'€8 0z.'052 $ 9E€'9EL$ 000'¢8 $ S80INISS [BUOSIA] 001980  4HD

1O UOISSIUIIOY) ‘SIIV I UDILULY UVILLY WYV

pajoeuy :uo1s.ia 4 [11g suoneudoiddy BuiesadQ ule|y 1o,y roday

16007 01 2007 :suonvridosddy 709z 01 [007

aduvy) o £00Z A

aduviy)y 9

sswopvpdodddy 100z 3 0000 A4 ‘6661 A4

00T Ad.

Aouaby Aq j1ejag way aur

sdnous) pun4 ||y

sjunowy uonendoiddy jeui4 £00Z - 2002 Ad



JCR FY 2002 - FY 2003 Operating Budget Analysis JCR

e Decrease of 5.4% from
FY 2001 appropriations

« FY 2003 funding same as JOint Committee on

FY 2002 funding

Agency Rule Review

Sean S. Fouts, Budger Analvst

ROLE

The Joint Committee on Agency Rule Review (JCARR) monitors proposed new, amended, and rescinded
rules from all state agencies to ensure the following: that the change is within the scope of the rule-
making agency’s statutory authority; that the change does not conflict with an existing rule of the agency
or an existing rule from a different agency; and that the change does not conflict with legislative intent.
JCARR also ensures that the agency has prepared a complete and accurate rule summary and fiscal
analysis of the proposed rule. If the preceding criteria are not met, JCARR recommends that the General
Assembly invalidate a rule. The Committee has six staff members, in addition to five committee members
appointed by the Speaker of the House of Representatives and five committee members appointed by the
President of the Senate.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
6 $360,000 $360,000 $360,000 $360,000 Am. Sub. H.B. 94
OVERVIEW

For the upcoming biennium, JCARR will have $360,393 per year to cover its operating expenses. This
includes personnel costs, meeting and travel expenses, and maintenance costs.

Language in the budget bill specifies that the Chief Administrative Officer of the House of
Representatives and the Clerk of the Senate will determine by mutual agreement which of them will act as
JCARR’s fiscal agent. iy
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AGE FY 2002 - FY 2003 Operating Budget Analysis AGE

e For the biennium, the agency
appropriations equal $656,173,265 .
» ODA’s budget increases by 8.5%
over FY 2001 actual expenditures in Depa rtm ent Of Ag I n g
FY 2002 and by 5.7% over FY 2002
in FY 2003

Amy Frankart, Budger Analyst

ROLE

The Ohio Department of Aging (ODA) advocates for and serves the needs of Ohio’s citizens age 60 years
and older. The department strives to improve the quality of life for older Ohioans through both state and
federal programs that emphasize community-based and self-care options. Over 90 percent of all funds
appropriated in the department’s budget are for community-based long-term care (LTC) and senior
independence services.

The department administers programs such as PASSPORT (Pre-Admission Screening System Providing
Options and Resources Today), Residential State Supplement (RSS), Alzheimers Respite Care, Long-Term
Care Ombudsman and the Golden Buckeye Card program. About 75 percent of the department’s budget is
directed to PASSPORT. The department also provides technical assistance to the 12 Area Agencies on
Aging (AAA’s). The AAA’s administer state and federal senior citizen programs throughout Ohio.

Programs administered by the department under the federal Older Americans Act include: congregate
meals, home-delivered meals, senior employment, chore services, counseling, adult day care, education,
employment, escort, friendly visitor, health services, home health aide, home maintenance, homemaker,
information/referral, legal services, nutrition, outreach protective services, recreation, respite care,
telephone reassurance, transportation, and volunteers.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
110 $319 million $337.2 million $97.3 million $99 million Am. Sub. H.B. 94
OVERVIEW

For the biennium, the agency appropriations equal $656,173,265. In FY 2002, total appropriations for the
department are $318,955,169. In FY 2003, this figure increases to $337,218,096. The budget act increases
the department’s budget by 8.5 percent over FY 2001 actual expenditures and by 5.7 percent over
FY 2002.

The department’s GRF appropriations represent approximately 30 percent of the total agency budget in
each year of the FY 2002-2003 biennium. The GRF portion of the department’s budget is 3.0 percent
below FY 2001 actual expenditures in FY 2002 and 1.7 percent over FY 2002 appropriations in FY 2003.
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AGE FY 2002 - FY 2003 Operating Budget Analysis AGE

Appropriations by Fund Group

The following chart illustrates the various funding sources of the Department of Aging’s biennial budget.

Sources of Funding
AGE Biennial Budget
SSR
9.0% GRF
29.9%
GSF
0.1%
FED
61.0%

BUDGET ISSUES

PASSPORT
(PRE-ADMISSION SCREENING SYSTEM PROVIDING OPTIONS AND RESOURCES TODAY)

PASSPORT is a home and community-based Medicaid Waiver program that enables older persons who
are in need of a nursing home level of care to stay at home by providing them with in-home services. The
services that are available are as follows: case management; personal care; homemaker; home delivered
meals; adult day care; respite care; registered nurses; speech, occupational, and physical therapy;
emergency response systems; home chores and home repairs; medical supplies and equipment; adaptive
and assistive equipment.

To be eligible for the program, a person must meet both financial and non-financial requirements. A
person must: (1) be Medicaid eligible; (2) be 60 years old or older; (3) be in need of a nursing home level
of care; (4) be in need of services not readily available from other community resources; (5) be evaluated
periodically to determine need and eligibility of services; (6) be under a physician-approved service plan;
(7) be adequately assured of health and safety living at home; and (8) not have elected to use Medicaid or
Medicare hospice benefits.

The federal government restricts the number of persons who may be served each year in a Medicaid
Waiver program. The maximum number that could be served in the PASSPORT program was 24,488 in
FY 2001.

PASSPORT is funded with state GRF, nursing home franchise fees, the off-track betting tax, and federal
Medicaid reimbursement. PASSPORT funding is increased by approximately $21.7 million in FY 2002
and by $17.1 million in FY 2003. This increase will allow the department to serve approximately 25,586
clients in FY 2002 and 27,206 clients in FY 2003, contingent upon the Centers for Medicaid and Medicare
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Services (CMS, formally known as HCFA) slot approval. For FY 2001, the estimated unduplicated client
count was approximately 24,415. For the purposes of this program, a “slot” equals an unduplicated client.

For example, one client enrolled in the program for one day equals one slot. The table below summarizes
the PASSPORT waiver limits.

. Current Requested . New Clients
Fiscal Year CMS Limit CMS Limit Difference Served Each Month
FY 2001 24,488 24,488 -0- -0-
FY 2002 21{,745 25,586 841 674
FY 2003 24,891 27,206 2,315 710

The budget act increases GRF appropriations for PASSPORT by approximately $2.65 million in FY 2002
and by another $1.9 million in FY 2003. Franchise fee revenue for the program is held constant over the
next biennium at $24 million per year. Federal appropriation authority is increased by approximately $21.5
million in FY 2002 and by approximately another $15.2 million in FY 2003 as federal reimbursement is
expected to increase as all other state funding for PASSPORT increases. Appropriation authority to spend
off-track betting revenues is decreased by $2.5 million in FY 2002 and remains constant in FY 2003.

RSS (RESIDENTIAL STATE SUPPLEMENT)

The RSS program provides cash assistance to aged, blind, or disabled adults who have increased financial
burdens due to a medical condition. This condition, however, may not be severe enough to require
institutionalization. Persons participating in the RSS program reside in a group home setting and receive a
protective level of care. The program provides a cash supplement to people who live in adult foster care
homes, adult care facilities, and rest homes, and whose income does not exceed the RSS payment standard.
Clients receive the supplemental payment directly and then pay the RSS providers themselves. The
monthly supplement is currently $600 to $900 depending on the particular kind of home, apartment, or
facility in which they live. The resident keeps at least $50 each month for their personal care needs. An
RSS recipient is also eligible for Medicaid services such as doctors’ visits and prescriptions.

Currently, the RSS waiting list averages 1,400 individuals. The Ohio Administrative Code limits
enrollment in RSS to 2,800 residents at any given time; RSS has reached this limit. More than half of the
recipients are under age 60. In addition, more than half of the recipients suffer from some type of chronic
mental illness.

The Department of Aging administers the RSS program, although the Department of Job and Family
Services (JFS) i1ssues the warrants to recipients. In addition to GRF funding, the RSS program receives a
portion (approximately $2.8 million in FY 2001) of the nursing facility bed tax moneys, which are
transferred from JFS to the Department of Aging’s SSR Fund 4J4 line item 490-610,
PASSPORT/Residential State Supplement.

The budget act provides sufficient appropriations to maintain current RSS enrollment levels of 2,770
individuals during the next biennium. Specifically, the budget act appropriates $12.3 million in GRF funds
in FY 2002 (7.5 percent less than FY 2001 actual expenditures) and $12.1 million in GRF funds in FY
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2003 for RSS (approximately 2.0 percent less than FY 2002 appropriations). The overall decrease in
funding for RSS will not result in a decrease of current program services.

In addition, temporary law in the budget act sets aside up to $2,385,000 in each fiscal year of the
appropriation in line item 490-610, PASSPORT/Residential State Supplement, to fund the Residential
State Supplement program. That line item receives franchise fee revenue from a tax charged on private
nursing home beds in the state.

SENIOR COMMUNITY SERVICES BLOCK GRANT

This program targets individuals age 60 and older who are in need of support services in order to remain
independent. This program is meant to augment the federal funds received under Title IIl. The program
serves individuals who are not eligible for Medicaid.

At first glance, it appears that Senior Community Services Block Grant funding is decreased 15.0 percent
below FY 2001 expenditures in FY 2002 and is flat funded in FY 2003. Closer analysis reveals that
FY 2001 actual expenditures do not account for the timing of grant awards, and the actual expenditures
include FY 2000 grant awards. Overall, the GRF appropriation item 490-411, Senior Community Services,
decreases 1.9 percent in FY 2002.

STARS (SENIORS TEACHING AND REACHING STUDENTS)

Appropriation authority for the STARS program was previously contained in the Department of Aging’s
GRF appropriation item 490-408, STARS. The budget act eliminates appropriation authority in
appropriation item 490-408 and instead earmarks $2,073,752 in FY 2002 and $2,083,552 in FY 2003 in
the Department of Education’s budget in appropriation item 200-566, OhioReads Grants, for the STARS
program.

First funded in Am. Sub. H.B. 215 of the 122" General Assembly, the STARS program offers senior
citizens an opportunity to provide tutoring and mentoring to students in schools. The goals of the program
are to improve the academic performance of students, enhance self-esteem, expand family involvement,
and increase volunteer opportunities for older adults to be involved in the education of youth. In the 1999-
2000 school year, 19 grants were awarded involving 43 schools and 480 volunteers.

TRANSPORTATION FOR THE ELDERLY

The budget act creates new GRF appropriation item 490-416, Transportation for the Elderly, to be used for
non-capital expenses related to transportation services for the elderly that provide access to such things as
healthcare services, congregate meals, socialization programs, and grocery shopping. The fully earmarked
appropriation authority of $180,255 in each year of the biennium will be allocated to the following
agencies:

e  $45,000 per year to the Cincinnati Jewish Vocational Services;
e  $45,000 per year to the Cleveland Jewish Community Center;
e $45,000 per year to the Columbus Jewish Federation;

e $20,000 per year to the Dayton Jewish Family Services;

e  $10,000 per year to the Akron Jewish Community Center;

e $10,000 per year to the Toledo Jewish Federation;
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e $5,000 per year to the Youngstown Jewish Federation; and
e $3,000 per year to the Canton Jewish Federation.

Each earmark will be slightly less than as listed to adjust for the 1.5 percent reduction (or $2,745)
contained in the budget act.

SENIOR FACILITIES

This program provides a limited number of capital grants to community based organizations for the
renovation and construction of senior centers. These multipurpose facilities across the state provide seniors
with places where they can receive a wide variety of services such as nutritious meal services, preventative
health care information services, transportation services, and socialization with peers. During the last
biennium ODA provided $741,500 in grants to 26 senior centers for capital projects including, but not
limited to, renovation of existing structures, updating internal systems for energy efficiencies, and
construction of new centers.

The budget act appropriates $128,050 in FY 2002 and $98,500 in FY 2003 for GRF appropriation item
490-504, Senior Facilities. For FY 2002, the budget decreases funding by $613,450, or 83 percent below
FY 2001 expenditures. For FY 2003, the budget decreases funding by another $29,550, or 23 percent
below the FY 2002 appropriation. Of the biennial appropriation, $10,000 in each fiscal year shall be used
for each of the following centers: Tri-City Senior Center, Westlake Senior Center, and Rocky River Senior
Center. In either FY 2002 or FY 2003, $10,000 shall also be used for each of the following centers: Jilliard
Senior Center, Northwest Stark County Senior Center, and North Ridgeville Senior Center.

ELDERCARE (PREVIOUSLY OPTIONS FOR ELDERS)

The Options for Elders program was started in FY 1990 to provide a single point of entry for persons
seeking information and/or services about the aging care network. There were two pilot sites, one in
Franklin County, which served as the urban pilot program, and a consortium of nine rural counties in
Southeastern Ohio, which served as the rural pilot program.

The pilot programs began to be phased out in FY 1992. Amended Sub. H.B. 298, the operating budget
passed by the 119" General Assembly, began to phase out the service delivery portion of the Options
program, but retained the information and assistance portion as part of the PASSPORT program. Options
for Elders clients were enrolled in PASSPORT or the RSS program whenever possible. State GRF moneys
were appropriated to maintain those clients who were enrolled before July 1991 and for whom no other
care alternatives were available.

In June of 1992, Franklin County passed a Senior Services and Facility Levy to fund their Options for
Elders clients who were still part of the program in FY 1993. However, the rural pilot site did not have the
same single county levy option. Thus, the state maintained its commitment to fund those persons who were
enrolled in the rural pilot program when it was ended. Prior to the budget act there were still about 38
clients remaining in rural southeastern Ohio who needed services.

Funding for the Options for Elders program (490-404) has been eliminated in the budget act. It is unclear
at this point if the 38 remaining clients were transitioned into other local program services. iy
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o AGR will oversee the Livestock
Regulation Program, which

regulates feeding operations of -
17000 or more animal units, Department of Agriculture
e GRF funding for Gypsy Moth

Prevention is increased by
103% in FY 2002.

Wendy Risner, Budger Analvsr

ROLE

Ohio’s Department of Agriculture is primarily a regulatory agency responsible for the quality of the state’s
food supply. The agency’s other priorities include promoting Ohio’s agricultural products in domestic and
international markets, controlling livestock diseases, inspecting amusement rides, and enforcing the state’s
weights and measures laws by inspecting commercial measuring devices and packaged agricultural
commodities. ~ The department administers these activities through 11 separate program areas. The
department currently employs 485 staff. This number is expected to increase to 492 during FYs 2002 and
2003 due in large part to the new Livestock Regulation Program.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bili(s)
- - - - Am. Sub. H.B. 94
485 $42.2 million $44.0 million $22.9 million $23.8 million Am. Sub. H.B. 3
OVERVIEW

Departmental appropriations for FY 2002 total $42,172,291, which is an 11.6 percent increase over actual
FY 2001 disbursements. Appropriations for FY 2003 total $43,978,694. This represents a 4.3 percent
increase over FY 2002 levels. GRF appropriations receive a 2.2 percent increase for FY 2002 and a
3.8 percent increase for FY 2003.

GRF funding accounts for 54 percent of the total appropriations for both fiscal years. This figure is lower
than in past years. In the previous biennium, GRF funding accounted for 59 percent of the total funding.
The State Special Revenue Fund represents 25 percent of total funding, while the Federal Special Revenue
Fund is approximately 21 percent.

Notable funding increases for the FY 2002-2003 biennium occur in the department’s Gypsy Moth
Prevention Program. This program will receive $623,716 in FY 2002 and $624.765 in FY 2003.
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BUDGET ISSUES

LIVESTOCK REGULATION PROGRAM

This program will oversee consolidated feeding operations of 1,000 or more animal units. This is a new
program for the Department of Agriculture. Sub. S.B. 141 of the 123" General Assembly transferred most
of the authority to permit and regulate concentrated animal feeding facilities to the Department of
Agriculture from the Ohio Environmental Protection Agency. The department has indicated that it will
need 17 employees for the program. GRF appropriations constitute the majority of funding with
$2,992,814 for the biennium. A state special revenue fund will hold application fees, civil fines, and
money for hazardous discharge expenses to be used to help administer the program. Appropriation item
700-604, Livestock Management Program in Fund 5L8, will receive $500,000 for the biennium.

GyprSY MOTH PREVENTION

The gypsy moth is an insect that is highly destructive to forests, trees, and landscapes throughout the
nation. It also decreases timber value, lowers the quality of life for people living in infected areas, affects
water quality, and damages wildlife habitats. According to the department, Ohio has the largest
contiguous advancing front of gypsy moth infestation in the nation. The Gypsy Moth Prevention program
is within the Division of Plant Industry. GRF appropriation item 700-413, Gypsy Moth Prevention, has
received $1,248,481 for the biennium. The department has five full-time employees concentrating on this
problem. The department is currently in consultation with the Governor’s Office regarding solutions to
this problem.

CLEAN OHIO (STATE FISSUE 1)

The department will be involved in the implementation of State Issue 1. Am. Sub. H.B. 3 created several
new funds for the receipt of bond revenues to be used for various purposes. The Department of
Agriculture is responsible for the administration of the Clean Ohio Agriculture Easement Fund. That fund
is in addition to the continuing Agricultural Easement Purchase Fund. The act has allocated $150,000 in
FY 2002 and $320,000 in FY 2003 to appropriation item 700-409, Farmland Preservation. Appropriation
item CAP-047 is granted $6,250,000 and appropriation item 700-632, Clean Ohio Agricultural Easement —
Operating, is granted $146,000 for FY 2002 and $149,000 for FY 2003. The capital funds for CAP-047
will be accounted for as if in Am. Sub. H.B. 640 of the 123rd General Assembly, the most recent capital
appropriations act. The Director of Agriculture is required to adopt rules governing how matching grants
from the Clean Ohio Conservation Fund may be awarded for the purchase of agricultural easements.
These rules must establish: 1) procedures for the solicitation and acceptance of grant applications; 2) a
ranking system for grant applications based on soil type, proximity of land to other agricultural land
already protected from development, the use of best management practices and a history of substantial
compliance with applicable laws, development pressure, areas identified for agricultural protection in local
comprehensive land use plans, and any other criteria that the director determines are necessary for
selecting applications for matching grants; 3) the preparation and submittal of annual monitoring reports
for agricultural easement purchases.
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TRANSFERAL OF AUCTION PROGRAM FROM DEPARTMENT OF COMMERCE

The responsibility for the administration of the Auctioneer Licensing Program was transferred from the
Department of Commerce to the Department of Agriculture on October 1, 2001. This transferal involves
appropriation item 700-628, Auctioneers, with $346.769 in FY 2002 and $365,390 in FY 2003.
Appropriation item 700-609, Auction Education, with $30,476 each year for FYs 2002 and 2003, is also
transferred. The money in the funds will be transferred as the Director of Budget and Management and the
Controlling Board deem proper.

ANIMAL DISEASE CONTROL

Moneys within appropriation item 700-401, Animal Disease Control, are allowed to be used for the
detection, prevention, and emergency management of foot and mouth disease, mad cow disease, and the
West Nile virus. Moneys can also be used for the education of the public regarding those diseases.

DEPARTMENT CUTS AND/OR ADJUSTMENTS

According to the department, adjustments or cuts will have to be made in a few program areas due to the
reductions in several line items. Chief among these cuts are the following:

e Amusement Ride Safety — Appropriation item 700-402, Amusement Ride Safety, will receive
$226,451 in FY 2002. This 1s a 28.6 percent reduction from actual FY 2001 expenditures. In
FY 2003, the program will receive a 1.9 percent increase with $230,769. As a result of this
reduction, the department is considering raising fees charged for inspection services.

e Ohio Proud - Appropriation item 700-404, Ohio Proud, will receive $219,513 for FY 2002,
which is a 10.6 percent reduction from actual FY 2001 expenditures. Consequently, the
department is considering a program reduction.

e International Trade and Market Development — In FY 2002, appropriation item 700411,
International Trade and Market Development will receive a reduction in funding of 30.0 percent
from actual FY 2001 expenditures. The program will receive $777,776 in FY 2002 compared to
$1,111,185. Additionally, the program will receive another reduction in FY 2003. In FY 2003,
the program will receive $589.091, which is a 24.3 percent reduction from FY 2002
appropriations. As such, the department plans to freeze two positions and is also discussing
further adjustments. iy
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e The OAQDA uses no GRF
moneys. Funding is generated

through fees charged to those Air Quality Development

the Authority assists.
e Bonds issued by the Authority

do not contribute to overall Authority

state debt.

Ruhaiza Ridzwan, Economist

ROLE

The Ohio Air Quality Development Authority (OAQDA) is a nonregulatory government agency that was
established in 1970 in response to environmental mandates established by the federal government in the
first Clean Air Act. A seven-member board governs the Authority. The Governor appoints five of the
members. The remaining two members are the directors of the Ohio Department of Health and the Ohio
Environmental Protection Agency. The Authority assists Ohio businesses in complying with air quality
regulations by providing technical and financial assistance.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bili(s)
4 $658,000 $689,000 $0 S0 Am. Sub. H.B. 94
OVERVIEW

Appropriations for FY 2002 are $658,436. This amount is $199,492 greater than FY 2001 actual
expenditures, a 43.5 percent increase. Appropriations for FY 2003 are $689,328. This amount is $30,892
greater than FY 2002 appropriations, a 4.7 percent increase. In FY 2002 and FY 2003, the appropriations
are used for Small Business Ombudsman and Small Business Assistance, 29 percent and 34 percent
respectively, and the rest for the agency’s operating expenses.

The OAQDA provides small business assistance by providing financing assistance, through the Clean Air
Resource Center, and by providing customer education.

BUDGET ISSUES

FINANCING ASSISTANCE

The OAQDA assists Ohio businesses in complying with environmental standards by financing the
purchase, construction, or installation of air pollution control equipment. Since beginning operations, the
Authority has issued more than 225 revenue bonds totaling over $3.8 billion to finance or refinance air
pollution control equipment. In the FY 1998-1999 biennium, the Authority issued over $328 million in
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bonds and managed outstanding bonds or refinanced debt totaling more than $1.5 billion. According to
the Authority, the amount for the FY 2000-2001 biennium was not available at the time this analysis was

written.

The bonds issued by the OAQDA are air quality revenue bonds. The repayment stream and funding for
the Authority come from rentals and lease payments paid by the business, agency, or utility for which the
bonds were issued. Because state revenues are not used, these bonds do not contribute to overall state

debt. iy
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« GRF appropriations

Department of Alcohol and
decrease by 10.2% from - - -
FY 2000-2001 biennium Drug Addiction Services

Amyv Frankart, Budget Analvsr

ROLE

The Department of Alcohol and Drug Addiction Services (ODADAS) was created in 1989 with the
enactment of Am. Sub. H.B. 317 of the 118" General Assembly. Section 3793.02 of the ORC requires
ODADAS to promote, assist in developing, and coordinate or conduct educational and research programs
for the prevention of alcohol and drug addiction and for the treatment of persons who abuse alcohol and
other drugs. To meet these provisions, ODADAS has organized itself into four distinct program series:
1) prevention and intervention; 2)treatment; 3)quality assurance and improvement; and
4) administration. Approximately 79 percent of ODADAS’s funding is spent on treatment programs,
17 percent on prevention and early intervention programs, 3 percent on administration, and | percent on
quality assurance and improvement.

Agency In Brief

Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
1117106 $146.5 million $144.8 million $32.1 million $31.3 million Am. Sub. H.B. 94

*Sub. S.B. 172 of the 123 General Assembly moved the certification and credentialing process for chemical
dependency counselors from The Ohio Credentialing Board to the department until July 1, 2002. Five staff positions
were added in FY 2002 to oversee the process of credentialing. In FY 2003, these five positions will be transferred to
an independent state credentialing board.

OVERVIEW

Appropriations for ODADAS total $291,292.614 over the FY 2002-2003 biennium. This represents a
1.9 percent decrease from actual expenditures in the FY 2000-2001 biennium ($296,655,304). GRF
appropriations total $63,392,042 over the FY 2002-2003 biennium, which includes the 1.5 percent budget
cut. Section 202 of Am. Sub. H.B. 94 of the 124™ General Assembly reduced GRF appropriations for
several state agencies and agency line items by 1.5 percent; none of the department’s line items were
exempt from this cut.

Approximately 22 percent of ODADAS’s funding is GRF. Federal funds account for approximately two-
thirds of their total funding. The largest source of federal funds is the Substance Abuse Prevention and
Treatment Block Grant. The remaining 10 percent in revenue comes from sources such as license
reinstatement fees from individuals who have been convicted of drunk driving, liquor profits, and liquor
permit fees; and a small percentage comes from the General Services Fund, Temporary Aid to Needy
Families (TANF).
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BUDGET ISSUES

AM. SUB. H.B. 484 OF THE 122"° GENERAL ASSEMBLY

The budget act appropriates and earmarks $4.0 million in each year of the biennium in GRF line item
038401, Alcohol and Drug Addiction Services, to be allocated on a per capita basis to local boards of
alcohol, drug addiction, and mental health services (ADAMHS boards) for services to families, adults,
and adolescents pursuant to the requirements of Am. Sub. H.B. 484 of the 122™ General Assembly.
Similar temporary language was included in the previous budget.

Under Am. Sub. H.B. 484 of the 122™ General Assembly, a public children service agency (PCSA) that
identifies a child to be at imminent risk of being abused or neglected due to his or her parent’s substance
abuse must refer the parents and, if the child needs alcohol or other drug addiction services, the child to a
drug and alcohol addiction services provider.

TANF (TEMPORARY AID TO NEEDY FAMILIES) TRANSFER

The budget act provides a total of $5.0 million in TANF funds for the department; $3.5 million in GRF
line item 038-629, TANF Transfer-Treatment and $1.5 million in GRF line item 038-630, TANF
Transfer-Mentoring. The TANF Transfer-Treatment funds must be used to provide substance abuse
prevention and treatment services to children or their families. The TANF Transfer-Mentoring funds
must be used to fund adolescent youth mentoring programs for children or their families. Eligibility for
both is limited to those with income at or below 200% of the official income poverty guideline.

PIANTO EVALUATE PER CAPITA FORMUILA

The budget act stipulates that no later than June 30, 2002, ODADAS must establish a plan to evaluate the
current per capita formula used in determining the allocation to ADAMHS boards of state and federal
funds for services furnished by alcohol and drug addiction programs under contract with the ADAMHS
boards. The plan must evaluate all of the following:

e  Whether population statistics alone should be used to quantify the need for funding in a county;
e  Whether other social and economic demographic indicators should be utilized; and

e The appropriateness of the current per capita formula. iy
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ART FY 2002 - FY 2003 Operating Budget Analysis ART

e Federal Programs funding
increased by 22.2% for the
FY 2002-2003 biennium H s

e Overall funding for the council O h I o Arts co un c' I
increased by 1.2% in FY 2002
and 0.5% in FY 2003

Sara Doddy, Budger Analyst

ROLE

The Ohio Arts Council was established in 1965 to foster and encourage the development of the arts across
Ohio and the preservation of the state’s cultural heritage. With funds from the state of Ohio and the
federal National Endowment for the Arts (NEA), the agency administers grant programs that provide
financial assistance to artists and arts organizations; the agency also provides services that enhance the
growth of the arts.

The council in FY 1998 ranked fourth among the fifty states’ arts agencies in terms of budget size and
thirteenth in terms of per capita funding.

The council consists of 19 members, with four appointed by the legislature and 15 appointed by the
Governor. The agency’s executive director is appointed by and reports to the council. The
administrative, clerical, and program staff of 38 employees reports to the executive director and
administers approximately 22 grant programs and five service programs.

The council’s activities comprise four program divisions: Services for Artists, Support for Organizations,
Arts in Communities, and Other Programs, Partnerships and Services. Among its various services, the
Services for Artists division provides grants and fellowships to support individual artists, traditional arts
apprenticeships and artists” projects; and it offers education residency and performing-arts touring
opportunities. The Support for Organizations division provides grants to arts institutions and accounts for
three-quarters of the agency’s program subsidy distributions. Under this program, funds are used to
provide grants to various orchestras, dance companies, radio stations, theater groups, art groups,
publishers and other organizations, although individuals may also receive annual grant awards. The Arts
 in Communities division provides developmental assistance, grant awards and services to schools and
other community cultural, educational and arts organizations. The other programs provide a variety of
services and support to arts organizations around Ohio. '

The council’s current operations and subsidy programs are based on a master plan the agency completed
in FY 1997.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
42 $16.9 million $17.0 million $15.6 million $15.7 million Am. Sub. H.B. 94
Page 35
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OVERVIEW

As can be seen from the above table, the Arts Council is funded at $33.9 million over the FY 2002-2003
biennium. This is a decrease of $0.6 million, or 1.7 percent, from the $34.5 million disbursed in the
previous biennium. The agency’s total appropriation increases by 1.2 percent in FY 2002 over FY 2001
disbursements and by 0.5 percent in FY 2003 over FY 2002 funding levels.

The Arts Council’s budget, from the executive proposal to the final appropriation, decreased 2.8 percent
in each year of the biennium.

The General Revenue Fund (GRF) appropriations constitute 92 percent of the total budget. As the table
shows, funding is $31.3 million for the FY 2002-2003 biennium. This is a decrease of $1.4 million, or
4.3 percent, from the $32.7 million disbursed in the previous biennium. The appropriation decreases by
0.7 percent in FY 2002 from FY 2001 disbursements and increases by 0.4 percent in FY 2003 over
FY 2002.

The Arts Council’s grant programs are supported mainly by its one major budget item, GRF 370-502,
Program Subsidies, whose appropriations are $13,001,284 for each year of the FY 2002-2003 biennium.
This line item is funded by GRF appropriations and comprises over 75 percent of the agency’s total
budget.

A much smaller contribution to the agency’s grant budget ($862,000 in each fiscal year of the biennium)
is made by the line item 370-601, Federal Programs, which is funded by federal funds.

Staffing at the agency has been level for several years, except for two positions added in FY 2001. For
the biennium, personnel FTE’s will remain at 42. iy
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AFC FY 2002 - FY 2003 Operating Budget Analysis AFC

e Debt Service payments for

projects continue to represent L.

a lion's share — nearly 97% 3

GO -l Arts and Sports Facilities
« Funding for agency operations

reflect continued service CommiSSion

levels

Allison Thomas, Economist

ROLE

The Ohio Arts Facilities Commission (AFC) was created in 1988 to provide for the development,
performance, and presentation of the arts in Ohio. Those responsibilities include the provision, operation,
and management of arts facilities in cooperation with local government and nonprofit project sponsors,
and the appropriate state agencies. The commission reports to the Governor and the General Assembly
on the need for any additional facilities, and conducts reviews to ensure that the uses of Ohio arts
facilities are consistent with statewide interests and the commission’s purposes.

Through Am. H.B. 748 of the 121" General Assembly (as amended by Am. Sub. S.B. 310), AFC’s
authority was expanded to permit it to own, construct, furnish, and manage sports facilities. Since 1997, a
total of $320 million has been appropriated for sports facilities projects in Akron, Cincinnati, Cleveland,
and Columbus, and the commission is now responsible for 110 arts and sports facilities projects.

With the addition of two new members, the commission now consists of seven voting members appointed
by the Governor, and three nonvoting members: a member of the Senate appointed by the President of
the Senate, a member of the House appointed by the Speaker of the House, and the Executive Director of
the Ohio Arts Council. The commission staff includes an executive director, a finance director. an
information systems director, three project managers, and an administrative assistant. -

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
8 $34.6 million $37.5 million $33.6 million $36.5 million Am. Sub. H.B. 94
OVERVIEW

AFC’s current portfolio consists of 110 projects that include arts facilities, sports facilities, and state
historical facilities. Appropriations for these projects (funded through the biennial capital bill) total
$297,447,171. (For project detail, see AFC Redbook 2002-2003 biennium, Additional Facts and Figures,
Capital Project Summary.) AFC’s annual operating expense as a percentage of total capital
appropriations is approximately 1-2 percent over the last three years.

During the FY 2000-2001 biennium, the agency completed 12 projects including the Valentine Theatre in
Toledo, Center of Science and Industry (COSI) Columbus, Cleveland Browns Stadium, Fort Hill State
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Memorial, Carillon Historical Park, and Paul Brown Stadium in Cincinnati. Other major projects
currently under construction include the Dayton Performing Arts Center, the Cincinnati Contemporary
Arts Center, sports facilities projects in Cincinnati, Toledo, and Youngstown, and the Campus Martius
Museum Historical Facility.

Appropriations for FY 2002 total $34,571,303 and reflect an increase of 20.6 percent above FY 2001
spending levels. The nearly $6 million funding increase can be traced to GRF line item 371-401, Lease
Rental Payments, which provides funds to retire the debt of revenue bonds for projects under renovation
or construction. The apparent 90 percent decrease in line item 371-321, Operating Expenses, is really a
shift in those funds to 371-603, Project Admunistration. This Project Administration line item will use
interest earned on revenue bonds to pay for the operating expenses of the commission, replacing GRF
funds previously used for this purpose.

Appropriations for FY 2003 total $37,456,762 and reflect an increase of 8.3 percent above FY 2002
appropriations. Almost $3 million in additional funds has been provided for the Lease Rental Payments
line item to cover increased debt service payments for newly funded capital bill projects. As with
previous AFC budgets, GRF debt service payments account for more than 97 percent of this agency’s
budget. While capital project spending fluctuates between fiscal years, actual operations of AFC
(including the newly funded line item 371-603) receive an increase of 4 percent per year, sufficient to
fund current service levels.

BUDGET ISSUES

STAFFING DECREASES

Due to reductions in AFC’s budget, two staffing positions, the director of operations and a project
manager position, will be eliminated. These two positions are currently vacant and will not involve the
layoffs of any current staff members in order to make this staffing adjustment.

PROJECT ADMINISTRATION

A new line item 371-603, Project Administration, has been created to provide funding for the operating
expenses of the commission. This line item will be funded solely through the interest earned on the
revenue bonds issued for capital project renovations and construction. This new line item replaces GRF
funds that were previously needed by the commission for their day-to-day operations.

CHANGES TO PREVIOUS CAPITAL BILLS

Temporary law amends sections 6.01, 6.02, and 18 of Am. H.B. 640 of the 123™ General Assembly to
expand the scope of the Cooper Stadium Relocation Feasibility Study project; the Crawford Museum of
Transportation and Industry had its appropriation amount decreased by $500,000 within the AFC, and a
$500,000 earmark and appropriation for the Euclid Beach Carousel project was added to the Department
of Administrative Services.

Cooper Stadium Relocation Feasibility Study
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Section 6.02 has been amended to expand the purposes for which money appropriated for the Cooper
Stadium Relocation Feasibility Study can be spent to also include paying the costs of renovation of
Cooper Stadium. Previously, the use of the money was limited to paying the costs of preparing a
financial or development plan or feasibility study, and purchasing engineering and architectural services,
designs, plans, specifications, surveys, and estimates of costs for Cooper Stadium.

Crawford Museum of Transportation and Industry

Section 18 has been amended to reduce the appropriation amount of CAP-018, Crawford Museum of
Transportation and Industry, from $3,000,000 to $2,500,000, and added $500,000 to the Department of
Administrative Services, CAP-785 Rural Area Historical Projects, for the newly created Euclid Beach
Carousel project. iy
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AGO FY 2002 - FY 2003 Operating Budget Analysis AGO

e Law enforcement initiatives
constrained by GRF budget

« AG assumes full control of Attorney General

Victims of Crime
Compensation Program

Laura A. Ports, Budget Analvst

ROLE

The Office of the Attorney General is involved in the state’s justice and corrections system in a variety of
ways including, but not limited to, the following:

e Providing legal representation to, and initiating litigation on behalf of, statewide elected
officials (including the Ohio General Assembly), and all state departments, agencies, boards,
and commissions;

e Issuing formal opinions on questions submitted by state officials and agencies, as well as
county prosecutors;

e Initiating legal proceedings in areas related to environmental protection, consumer fraud,
antitrust, Medicaid fraud, workers’ compensation fraud, and patient abuse and neglect;

e Providing Ohio’s 1,200-plus law enforcement agencies with training, investigative,
technological, financial, prosecutorial, and other assistance available through such arms as
the Ohio Peace Officer Training Academy (POTA), the Bureau of Criminal Identification and
Investigation (BCII), the Ohio Organized Crime Investigations Commission (OCIC), the
Community Police Match and Law Enforcement Assistance Program, and the Capital Crimes
Section; and

e Administering the state’s victim assistance efforts, most notably the Victims of Crime
Compensation Program.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
1,377 $161.5 million $169.4 million $63.4 million $66.2 million Am. Sub. H.B. 94
OVERVIEW

The total amount of funding appropriated to the Office of the Attorney General in FY 2002 is
$16.8 million, or 11.6 percent, higher than its total actual FY 2001 expenditures of $144.7 million. For
FY 2003, the total amount of funding appropriated to the Office of the Attorney General increases again,
but by roughly half that amount — $8.0 million, or 4.9 percent. Relative to total actual FY 2001
-expenditures, a large portion of these annual increases are the result of a sizeable increase in the
appropriation authority of the Office of the Attorney General’s Victims of Crime Fund (Fund 402). This
increase is because the FY 2002-2003 biennium represents the first time in which the Office of the
Attorney General will exercise full control over the Victims of Crime Compensation Program. Although
control of the program was assumed by the Office of the Attorney General on July 1, 1999, the Court of
Claims, which had been the program’s primary administrator, continued to process previously submitted
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reparations claims during FY 2001. By the end of FY 2001, the court had closed out its involvement in
the paying of these reparations claims.

REVENUE

The Office of the Attorney General’s GRF funding, as measured by spending group from actual FY 1998
expenditures through FY 2003 appropriations, will have increased by $17.0 million, or 34.4 percent.
During that same six-year period, the GRF portion of the Office of the Attorney General’s budget will
have dropped from 46.6 percent to 39.1 percent. The Office of the Attorney General has filled that
difference by tapping into other non-GRF funds, most noticeably the revenue-generating capability of its
accounts lodged in the State Special Revenue Fund Group.

SPENDING

Over the six-year period that covers FY 1998 through FY 2003 appropriations, roughly 75 percent, or
three-quarters, of the Office of the Attorney General’s spending will have gone to finance operating
expenses (personal services, purchased personal services, maintenance, and equipment). This reflects the
fact that the performance of the Office of the Attorney General’s duties and responsibilities are very
labor-intensive.

BUDGET ISSUES

STAFF & PAYROLL

Despite the increase in total funding for each of FYs 2002 and 2003 relative to total actual FY 2001
expenditures, the Office of the Attorney General may still need to slightly reduce its total number of staff,
specifically GRF-funded staff. This is because, in the Office of the Attorney General’s view, the amount
of GRF funding provided in each of those fiscal years is below its calculated future cost of providing the
level of GRF-funded law enforcement and civil legal services that were performed in FY 2001. There are
at least two fiscal strategies that the Office of the Attorney General could follow in order to trim the size
of its annual GRF payroll: (1) by leaving unfilled staff positions vacant, and (2) by shifting the burden to
non-GRF funding streams.

Because of existing collective bargaining agreements, around 580, or roughly 40 percent, of the Office of
the Attorney General’s staff were awarded mandatory increases in annual compensation averaging
3.5 percent on July 1, 2001. The remaining staff, specifically division chiefs and attorneys, were not
awarded any increase in their annual compensation, and it is unclear at this time as to when, if at all, it
will be possible to raise the annual compensation of those staff. The Office of the Attorney General will
face a similar situation again at the start of FY 2003.

SUB-PROGRAMS

The Office of the Attorney General is a single program agency, composed of 20-plus sections, units, and
organizations that perform various legal representation and law enforcement related duties. For the
purposes of this analysis of the Office of the Attorney General’s budget issues, we have grouped these
20-plus entities into seven sub-program areas as follows: (1) officewide operations, (2) civil litigation,
(3) criminal justice assistance, (4) agency counsel, (5) victim assistance, (6) redistribution funds, and
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(7) education. Each of those seven sub-program areas and their related budgets are discussed briefly
below.

Because of the nature of the Office of the Attorney General’s activities and budget structure, an important
caveat must be kept in mind: it is not always possible to associate a particular line item exclusively with a
particular section, unit, or organization. In fact, many of the Office of the Attorney General’s line items,
most notably 055-321, Operating Expenses, and 055-612, General Reimbursement, fund a host of legal
and law enforcement related activities.

Office-wide Operations

This sub-program essentially captures the two major line items (GRF 055-321 and non-GRF 055-612)
that finance the entire range of legal and law enforcement related tasks performed by the Office of the
Attorney General, including, but not limited to, the Bureau of Criminal Identification and Investigation
(BCII) and the Ohio Peace Officer Training Academy (POTA).

Although relative to total actual FY 2001 expenditures, the amount of GRF funding appropriated to this
sub-program in FYs 2002 and 2003 reflect annual increases of around 4 percent. It represents, at best,
what might be termed continuation funding. This means that the Office of the Attorney General may be
able to continue delivering its FY 2001 level of GRF-funded services in each of FYs 2002 and 2003. If
that turns out not to be the case, then the Office of the Attorney General will have to trim its GRF
spending, including payroll costs, which could involve shifting essential expenditures to available non-
GRF funding streams. No additional GRF funding was explicitly appropriated in either of FY's 2002 or
2003 for the Office of the Attorney General to expand existing activities or to undertake new initiatives.

Civil Litigation

The Office of the Attorney General is authorized to enforce state laws, and in certain cases federal laws,
that regulate the marketplace as it relates to business and consumer transactions, including the collection
of overdue taxes and fees for various state agencies.

The FY 2002-2003 biennial budget essentially adjusts the appropriation authority in each of the sub-
program’s non-GRF funding streams so that the Office of the Attorney General can deliver its FY 2001
level of services in each of FY's 2002 and 2003. Also provided at the request of the Office of the Attorney
General is an appropriation increase in the fund used by the Charitable Foundations Section (line item
055-615). That appropriation increase will be used to hire one additional investigator and one account
clerk, who are needed, respectively, to address increases in complaints and inquiries, primarily related to
instant bingo and video slot machines, and increases in the number of charitable trusts that are registering
each year.

Criminal Justice Assistance

The Office of the Attorney General has various responsibilities in the criminal justice area, including the
provision of training, investigative, and technical assistance to local law enforcement agencies. The
Criminal Justice sub-program captures all of the line items that we can track exclusively to the Office of
the Attorney General’s law enforcement related activities.

With regard to this sub-program, the FY 2002-2003 biennial budget contains three significant things.
First, it generally adjusts the appropriation authority in each of the sub-program’s non-GRF funding

Page 42
Ohio Legislative Service Commission



AGO FY 2002 - FY 2003 Operating Budget Analysis AGO

streams so that the Office of the Attorney General can deliver its FY 2001 level of non-GRF funded
services in each of FYs 2002 and 2003.

Second, and more importantly, the level of GRF funding does not in some respects provide continuation
funding. Specifically, although the Office of the Attorney General will in all likelihood be able to
generally continue delivering its FY 2001 level of GRF-funded law enforcement services in each of
FYs 2002 and 2003, that looks unlikely to be the case with regard to the supplemental annual
compensation that is paid to county sheriffs and certain county prosecutors. The appropriated amounts
for these subsidies that finance these compensation supplements (GRF line items 055-411 and 055-415)
are on the whole lower than the total amounts that were distributed in FY 2001, which will mean that
county sheriffs and certain county prosecutors will generally receive less in supplemental annual
compensation from the state in each of FYs 2002 and 2003 than they did in FY 2001.

Third, the Office of the Attorney General had requested additional GRF funding of $400,079 in FY 2002
and $2,400,067 in FY 2003 for various law enforcement related initiatives, including: (1) the hiring of
seven new staff for BCII to beef-up its investigative assistance to local law enforcement in processing
felony crime scenes and prosecuting computer crimes, (2) the hiring of seven new staff to operate the law
enforcement training (POTA) facility currently under construction in Richfield, (3) the hiring of an
additional assistant attorney general to handle federal death penalty appeals and requests for help with
capital cases from county prosecutors, and (4) the creation of the Computer Crimes Task Force staffed
with four assistant attorneys general. That additional GRF funding was not explicitly appropriated, which
appears, with two notable exceptions, to temporarily at least have slowed momentum on these four law-
enforcement initiatives. ‘

The first notable exception involves the new POTA training facility, which is scheduled to be fully
operational by the start of FY 2003. The Office of the Attorney General intends to proceed with this
initiative, including the phased-in hiring of seven staff and the purchase of equipment and will cover these
costs by increasing the tuition charged to state and local law enforcement officers (or their departments)
for various POTA-operated law enforcement training programs. Under current practice, this tuition is

deposited in the state treasury to the credit of the Police Officers’ Training Academy Fee Fund
(Fund 421).

The second notable exception involves the creation of the Computer Crimes Task Force, to be stationed at
BCIL The task force was actually created in FY 2001 and is already operational. What is unclear is when
and how the Office of the Attorney General will fund the hiring of four assistant attorneys general.

Agency Counsel

Although the Office of the Attorney General provides legal services to numerous state agencies, this sub-
program captures the legal services reimbursement payments deposited into non-GRF funds that are
traceable to work performed for the Ohio Civil Rights Commission, the Bureau of Workers’
Compensation, the Ohio Industrial Commission, and the part of the Department of Job and Family
Services formerly known as the Ohio Bureau of Employment Services.

The FY 2002-2003 biennial budget essentially provides a continuation level of funding in each fiscal year
for the Office of the Attorney General’s Civil Rights, Employment Services, and Workers’ Compensation
sections. Additional GRF funding to allow for the hiring of a paralegal for the Civil Rights Section to
lighten the workload and better assist the Ohio Civil Rights Commission was requested but not explicitly
appropriated.
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Victim Assistance

The Office of the Attorney General assists the victims of crime in two major ways. First, the Crime
Victims Compensation Section investigates applications for compensation filed under Ohio's Crime
Victims Compensation Law, a law that provides for payment to victims of violent crime to cover their
economic losses. Upon completing the investigation, the office renders a decision and sends payment to
the victim and/or the victim’s providers. Second, the Crime Victims Assistance Office administers state
and federal grants to local crime victim assistance programs.

The FY 2002-2003 biennial budget fully funded the Office of the Attorney General’s request to increase
spending related to the Victims of Crime Fund. Specifically provided was an additional $1,000,000 in
FY 2003 appropriation authority to pay for the enhanced benefits made available by Am. Sub. S.B. 153 of
the 123rd General Assembly. In addition, another $1,000,000 in appropriation authority was also
provided in each fiscal year for payments under the state’s Sexual Assault Forensic Examination (SAFE)
Program. This program reimburses hospitals and emergency medical facilities for medical examinations
performed on sex offense victims. Also provided was additional appropriation authority that will permit
the Office of the Attorney General to undertake a computer applications development project that, when
completed, will make it possible to conduct victim assistance activities online ($100,000 in FY 2002 and
$50,000 in FY 2003).

Redistribution Funds

The Office of the Attorney General holds certain moneys as custodian or agent. All of these funds are
distributed to individuals, corporations, private organizations, other state funds, or local governmental
units. Revenues and disbursements for these line items'are rather unpredictable. Generally, the
appropriations for these line items reflect continuation funding or an estimate based on historical spending
needs.

Education

Although the Office of the Attorney General is charged with performing numerous education-related
functions, the Education sub-program captures the two line items that exclusively finance education
activities (GRF line item 055-405 and non-GRF line item 055-606).

The FY 2002-2003 biennial budget essentially provides a continuation level of funding for the GRF
subsidy that is distributed to the Ohio Center for Law-Related Education, as well as for the non-GRF
grants that are disbursed to law enforcement in support of the Drug Abuse Resistance Education (DARE)
programs in public schools. iy
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AUD FY 2002 - FY 2003 Operating Budget Analysis AUD

e 3,642 audits were performed
in FY 2001. .

« The implementation of on-line Aud Itor of State
audits is anticipated to save
$500,000 annually.

* Two-thirds of Ohio's Jeremie Newman, Budget Analyst

townships, villages, and
libraries are UAN members.

ROLE

The Auditor of State is an elected constitutional officer who serves a four-year term and is responsible for
auditing all public offices in Ohio including: cities and villages, schools and universities, counties and
townships, libraries, as well as many departments. agencies, and commissions of state government. The
Auditor’s office is comprised of seven divisions: Audit Division; Administration Division; Information
Technology Division; Local Government Services Division; Fraud, Waste, and Abuse Prevention
Division; Planning, Initiatives and Communication Division; and Legal Division.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
965 $88.1 million $89.3 million $37.9 million $38.9 million Am. Sub. H.B. 94
OVERVIEW

The Auditor of State’s office is organized into three budget programs, each referred to as a program
series. The three program series are: Audit Services, Centralized Services, and Local Government
Services. FY 2002 total appropriations are one percent above FY 2001 appropriations, although FY 2002
appropriations are 10.9 percent above actual FY 2001 expenditures. FY 2003 total appropriations are 1.4
percent above FY 2002 appropriations. According to the Auditor, the budget for FY 2002 and FY 2003
will allow for more performance audits and special audits, to continue to offer assistance and
benchmarking reports, and upgrade the hardware and software for the Uniform Accounting Network.

BUDGET ISSUES

INCREASING DEMAND FOR SERVICES

An increase in requests for assistance with financial forecasts and reporting from local governments, an
expansion in the number of villages, townships, and libraries using UAN, and the expansion of local
training requirements to include annual training for village clerks, treasurers, and fiscal officers have all
contributed to the increased demand for services performed by the Auditor of State’s office. The
Auditor’s office expects that it will maintain its duties with this increase in funding. iy
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OBM FY 2002 - FY 2003 Operating Budget Analysis OBM

» $9.2 million appropriated for

ERP project implementation Office Of Budget and
Management

Sean S. Fouts, Budger Analvst

ROLE

The primary mission of the Office of Budget and Management (OBM) is to provide fiscal accounting and
budgeting services to state government. OBM ensures that Ohio’s fiscal resources are used in a manner
consistent with state laws and policies. The office advises the Governor on budget concerns and helps
state agencies to coordinate their financial activities.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
125 $19.3 million $15.8 million $3.0 million $3.1 million Am. Sub. H.B. 94
OVERVIEW

The enacted funding level would permit OBM to continue its activities at current levels and to manage
some additional activities during the biennium. These activities include preparing and monitoring the
state’s operating and capital budgets, school finance reform, and the interagency Enterprise Resource
Planning system. Funding levels for FY 2002 are 49.8 percent higher than spending levels in FY 2001.
This is caused largely by a $6.6 million appropriation for ERP project implementation. FY 2003
appropriations are 18.2 percent lower than FY 2002 appropriations.

BUDGET ISSUES

ERP PROJECT IMPLEMENTATION

The ERP system is a collection of computer applications that work together to manage business functions.
The system will replace and integrate the functions of the Central Accounting System, the Human
Resources System, the Fixed Asset Management System, and the Procurement System. The Office of
Budget and Management, Department of Administrative Services, Auditor of State and Treasurer of State
will work together to implement the ERP system. In FY 2002, $6.6 million is appropriated for ERP
implementation, and $2.6 million is appropriated in FY 2003. Based on the current schedule, the ERP
project is scheduled to be completed in June 2004. iy
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CSR FY 2002 - FY 2003 Operating Budget Analysis CSR

« Operation of the Ohio

o Capitol Square Review and

Telecommunications studio

transfers from CSR to OEB AdViSory Boa rd

Kerry Sullivan, Budger Analyst

ROLE

The Capitol Square Review and Advisory Board (CSR) provides all educational, maintenance, support,
and security services for the Capitol Square Complex, the Statehouse, and its grounds. The agency also
operates a museum shop and maintains an underground public parking garage. CSR provides public tours
through the Statehouse Education and Visitors Center through a cooperative agreement with the Ohio
Historical Society.

The board is comprised of nine members, including two members from both the House and the Senate
and five persons appointed by the Governor. An executive director handles the day-to-day operations of
the agency. CSR employs 85 full-time staff and nine part-time staff.

Agency In Brief -
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
94 $7.2 million $6.9 million $3.6 million $3.3 million Am. Sub. H.B. 94
OVERVIEW

Appropriations for FY 2002 total $7,217,994. This amount is $1,118,419 less than the total appropriated
in FY 2001, a 13.4 percent reduction.” Appropriations for FY 2003 total $6,944,864. This amount is
$273,130 less than FY 2002, a 3.8 percent decrease. The board’s initial budget request totaled $9,624,096
in FY 2002 and $9,794,668 in FY 2003. The majority of the board’s unfunded request occurred within its
lone GRF appropriation item, which covers the agency’s operating expenses. Specifically, the board
requested additional funding for the Ohio Government Telecommunications (OGT) studio’s conversion to
digital broadcasting, and for equipment purchases and personnel costs associated with the studio. As
discussed below, Am. Sub. H.B. 94 transferred operation of the OGT studio from CSR to the Ohio
Educational Telecommunications Network Commission (OEB).

2 Actual expenditures in FY 2001 totaled $8,298,774.
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CSR FY 2002 - FY 2003 Operating Budget Analysis CSR

BUDGET ISSUES

OH10 GOVERNMENT TELECOMMUNICATIONS

The Ohio Government Telecommunications studio is a digital component facility located on the ground
floor of the Statehouse. The studio is responsible for all of the telecommunications operations within
Capitol Square. The main function of OGT is providing electronic access to state government events.
Under the Capitol Square Review and Advisory Board, OGT has been responsible for the broadcast
coverage of House and Senate sessions and committee hearings as assigned, handling all teleconferences,
creating educational programming, assisting the media with connections within Capitol Square,
coordinating audio and video needs, managing the Capitol Square computer network, operating an
audio/visual web site, and maintaining the telephone requests throughout Capitol Square.

While under the operation of CSR, OGT has been run by six full-time staff. Approximately $450.000 in
GRF moneys went toward operation of the OGT studio in FY 2001. In addition, State Special Revenue
Fund 4T2, Government Television/Telecommunications Operating, has functioned as a contingency fund
for OGT in the event of computer or other equipment breakdowns. The source of revenue to Fund 4T2 is
money earned from contract productions dealing with Ohio government, history and culture. The studio
produces approximately $200.000 in contract productions annually.

Under Am. Sub. H.B. 94, operation of the OGT studio was transferred from CSR to OEB, effective
January 1, 2002. With it, GRF appropriation authority totaling $403,026 in FY 2002 and $910,296 in FY
2003 was transferred from CSR to OEB. Additional appropriations from Fund 4T2 totaling $75,000 in FY
2002 and $150,000 in FY 2003 were also transferred to OEB.

Digital Broadcasting Capabilities

The implications of this transfer have yet to be completely worked out by CSR and OEB. Discussions
between the two agencies are currently underway. In its initial budget proposal, CSR requested a total of
$1,725,000 over the biennium for equipment and maintenance costs that would have allowed the studio to
expand its broadcast feed and convert equipment to meet digital broadcasting standards mandated by the
Federal Communications Commission (FCC). The majority of this request was not funded, leaving the
agency facing a 2003 digital conversion deadline and limited funds to meet it. Future equipment related
funding requests will be handled through OEB, and likely will be presented under FY 2003-2004 capital
requests.

Staffing and Delegation of Responsibilities

As mentioned above, the OGT studio has been run by a staff of six full-time employees under CSR.
These staff members also have responsibilities throughout Capitol Square, separate from the
programming aspect of the OGT studio, that make it difficult to assume that they will work solely for one
agency or the other once the studio changes hands. A primary responsibility of CSR that has been handled
through OGT staff has been the installation and maintenance of the wiring and camera network that runs
throughout the Statehouse and into every hearing room. One possibility for future operations may be a
division of tasks between CSR and OEB, with CSR maintaining responsibility for the technical
infrastructure of the Capitol Square complex, and OEB taking over the programming and PBS
broadcasting capabilities of the OGT studio.
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CSR FY 2002 - FY 2003 Operating Budget Analysis CSR

OTHER STAFFING ISSUES

General Revenue Fund appropriations in FYs 2002 and 2003 are $3.641,098 and $3,262,579,
respectively. GRF moneys pay for all salary and administrative expenses for the agency. Due to a
combination of increasing payroll, retirement, and health costs, GRF funding levels are not adequate to
maintain current staff levels within the agency. CSR anticipates a possible need to reduce staff by two or
three positions in light of this. Details related to how and when have not yet been formulated. iy
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CIv FY 2002 - FY 2003 Operating Budget Analysis CIv

« Zero growth GRF budget
places heavier reliance on . .
federal funding 3 3

» Projected payroll deficit will o h I o C IV' I Rl g hts
force reductions in operational

costs. Commission

Holly Simpkins, Budger Analvst

ROLE

The Ohio Civil Rights Commission is charged with enforcing Chapter 4112. of the Revised Code, which
prohibits discrimination on the basis of race, color, sex, religion, national origin, age, ancestry, disability
or familial status in employment, public accommodations, housing, granting credit, and higher education.
The commission was established in 1959 with the enactment of Am. S.B. 10 of the 103rd General
Assembly. The Governor, with the advice and consent of the Senate, appoints five members to the
commission, not more than three of whom can be of the same political party, and at least one of whom

must be at least sixty years of age.

The commission is a single-program series agency with two major activities. First, it investigates
complaints and adjudicates discrimination charges filed by citizens of Ohio pertaining to discrimination in
employment, housing, public accommodation, credit, and admission to, and participation in, activities
sponsored by institutions of higher learning, on the basis of race, color, religion, sex, national origin,
disability, age, ancestry or familial status. Second, in addition to its enforcement responsibilities, the
commission is mandated to conduct educational and public outreach programs.

The commission receives approximately 5,500 official charges of discrimination each year, and well over
100,000 inquiries from the public with questions and/or concerns regarding discrimination. State law
mandates that investigations must be complete within one year in order to adjudicate cases where it is
probable that discrimination has occurred. Over one-half of the commission’s GRF budget is for staff that
investigate and resolve charges of discrimination. Additional funding is received through contracts with
two federal agencies: the Equal Employment Opportunity Commission (EEOC) and the Department of
Housing and Urban Development (HUD).

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
199 $13.8 million $14.4 million $10.1 million $10.1 million Am. Sub. H.B. 94
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CIv FY 2002 - FY 2003 Operating Budget Analysis CIv

OVERVIEW

The enacted budget essentially provided the commission with “no-growth” in its GRF appropriations,
which will make problematic its ability to deliver in the FY 2002-2003 biennium the same level of
services that were provided in FY 2001. Specifically, the commission received around $1.2 million and
$1.9 million less in GRF funding for FY's 2002 and 2003, respectively, than it had requested to maintain
its FY 2001 level of services.

The fiscal consequences of this GRF budget will likely be reflected in staff and related payroll costs.
Because the commission uses around 80 percent of its GRF funding to cover staff, it will face a payroll
deficit in the FY 2002-2003 biennium, a problem that will be exacerbated by the need to pay the costs of
mandated general wage increases for 190 of its employees covered by existing collective bargaining
agreements. As a result, the commission will have to rely more heavily on federal funding and restrict
other GRF operating expenses in order to fully fund its projected payroll costs in the FY 2002-2003
biennium.

This projected payroll deficit is of particular concern for the commission because, after a review of wage
scales for investigative classifications, it found that its investigators perform more complex work than
their counterparts in sister agencies, yet they earn a lower rate of pay. Turnover in its investigative staff
continues to be a problem, and the lower rate of pay, among other factors, has caused some of the
commission’s highly skilled investigators to quit in order to pursue related, but higher paying work.

Placing a heavier reliance on its federal funding in the FY 2002-2003 biennium could prove problematic
for several reasons. First, the commission can’t predict with certainty the availability of federal funds.
Second, the amount of federal funding fluctuates from year-to-year based on available funding and the
number of contracted cases. Third, the timeliness of the federal government’s reimbursement payments is
unpredictable.

A further federal funding problem is that federal reimbursement covers only a portion of the
commission’s cost involved in handling discrimination charges. For EEOC cases, the federal
reimbursement covers approximately $500 per case for a fixed number of cases established at the
beginning of the federal fiscal year. If the number of cases is higher than the EEOC has anticipated
funding, then the commission underwrites the difference. For HUD cases, the federal reimbursement
covers approximately $1,700 per case based upon the number of eligible cases processed during the
previous year. To actually cover the costs of cases, HUD would need to pay $2,200 per case and the
EEOC would need to pay $800 per case. Also, to receive full funding from the EEOC, the commussion
must complete 4,000 cases in nine months and be the first state to complete this number of cases. It
should also be kept in mind that the commission is required to investigate all discrimination charges that
are filed. iy
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COM FY 2002 - FY 2003 Operating Budget Analysis COM

« $8.3 million of liquor profits
pledged to finance Clean Ohio

e The Division of Securities
The Divsion of Securiie Department of Commerce
Registration Depository and
the Investment Adviser
Registration Depository

Jeremie Newman. Budger Analvst

ROLE

The Department of Commerce is a multi-functional regulatory agency comprised of nine divisions and
operates with the use of only a relatively small amount of money from the General Revenue Fund. The
department funds most programs by assessing fees to the industries that it regulates. However, the
department transfers profits and excess cash balances from these programs regularly to the GRF and other
state agencies. According to the department, economic development, public safety, and customer service
are emphasized. ‘

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
962 S$461.1 million $488.3 million $4.7 million $4.8 million Am. Sub. H.B. 94
OVERVIEW

The Department’s budget consists of appropriations received from five separate fund groups: the General
Revenue Fund (GRF), the General Services Fund (GSF), the Federal Special Revenue Fund (FED), the
State Special Revenue Fund (SSR), and the Liquor Control Fund (LCF). The total appropriations for
FY 2002 increased by 6.3 percent compared to FY 2001 expenditures, and the total appropriations for
FY 2003 are 5.9 percent higher than FY 2002 appropriations.

The FY 2002-2003 biennial budget did not fund three GRF line items: Prevailing/Minimum Wage and
Minors; OSHA Match; and Public Employee Risk Reduction Program; two Liquor Control Fund line
items: Liquor Control Operating, and Salvage and Exchange. Instead, the FY 2002-2003 biennial budget
restructured the department’s budget in order to directly fund the Division of Labor and Worker Safety.
The FY 2002-2003 biennial budget created one GRF line item, Labor and Worker Safety; one State
Special Revenue Fund line item, Penalty Enforcement; and three new line items in the Liquor Control
Fund Group, Liquor Control Operating, Development Assistance Debt Service, and Revitalization Debt
Service. This is the first biennial budget to appropriate funds for the Labor and Worker Safety Division,
funded by two line items: GRF (Labor and Worker Safety) and Fund 5K7 (Penalty Enforcement) for a
total of $3,842,310 for FY 2002 and $3,983,948 for FY 2003.

Page 52
Ohio Legislative Service Commission



COM FY 2002 - FY 2003 Operating Budget Analysis ’ COM

BUDGET ISSUES

DI1vISION OF LIQUOR CONTROL

In Am. Sub. H.B. 94 of the 124" General Assembly, the division was appropriated $1.6 million in 2002
and $6.7 million in 2003 (800-636 Revitalization Debt Service Fund) to be used toward payment of debt
service bonds issued for Clean Ohio brownfields revitalization projects. The projects are part of a
$400 million bond initiative passed by voters in November 2000 and enacted by Am. Sub. H.B. 3 of the
124™ General Assembly. These appropriations, totaling $8.3 million over the FY 2002-2003 biennium,
are based on estimates made by OBM. If additional appropriations are needed to meet payments for bond
service charges, such appropriations are authorized by Am. Sub. H.B. 94 and are not to exceed $25
million.

DIVISION OF REAL ESTATE AND PROFESSIONAL LICENSING

In the spring of FY 2000, the General Assembly passed H.B. 524, which imposed a new staggered
renewal system on the division’s real estate licensure program and made other substantial changes to that

program. This new staggered renewal system is keyed to the licensee's birth date and allows for a steady
stream of license and renewal income year-round.

LABOR AND WORKER SAFETY DIVISION

The new division administers and enforces Ohio’s prevailing wage, minimum wage, and minor labor
laws. Additionally, it provides consultation services to public and private entities on workplace safety.
The division is funded by two line items: GRF (Labor and Worker Safety) and Fund 5K7 (Penalty
Enforcement) for a total of $3,842,310 for FY 2002 and $3,983,948 for FY 2003.

D1vISION OF INDUSTRIAL COMPLIANCE

The division may assess an additional fee for the re-inspection of an elevator when a previous attempt to
inspect that elevator has been unsuccessful through no fault of a general inspector or the division. The re-
inspection fee has been increased from $30 per elevator plus $5 per floor to $125 per elevator plus $5 per
floor of the building. This fee is used to encourage property owners to schedule new elevator inspections
timely.

DIVISION OF SECURITIES

As a result of S.B. 32 of the 124" General Assembly, the division underwent a major overhaul of the fee
structure associated with the registration of dealers’ licenses through the Central Registration Depository,
and the registration and licensing of financial planners through the Investment Adviser Registration
Depository. This change was implemented during the fourth quarter of FY 2001, thereby targeting
renewal of licenses for FY 2002. As a result, the new fee structure will result in a decrease in revenue for
the division. iy
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ocCcC FY 2002 - FY 2003 Operating Budget Analysis OCC

« Total appropriated budget
increased 13% from the FY ’
2000-2001biennium to the FY -
2000-2001biennium Office of Consumers
» Expanded consumer outreach

& education initiatives cou nsel

Jonathan Lee, Budger Analyst

ROLE

The Ohio Office of Consumers’ Counsel (OCC) provides representation for the residential consumers of
Ohio’s investor-owned electric, natural gas, water and telephone companies in utility proceedings before
the Public Utilities Commission, at federal regulatory agencies, and in our court system. The OCC also
educates consumers on utility issues and resolves complaints individual ratepayers may have with utility
providers.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
77.5 $8.6 million $9.2 million $0 $0 Am. Sub. H.B. 94
OVERVIEW

The OCC was fully funded at requested levels for the FY 2002-2003 biennium at $17,837,700. The
OCC’s total appropriated budget increased 13 percent from the FY 2000-2001 to the FY 2002-2003
biennium. The OCC'’s total appropriated budget increased by 11.9 percent from FY 2001 to FY 2002,
although compared to FY 2001 actual expenditures, FY 2002 appropriations are 18.3 percent higher.
(The OCC was appropriated $15,779,344 for the FY 2000-2001 biennium but actual expenditures totaled
$14,0006,292, a difference of $1,773,052.) Appropriations increase 8.3 percent from FY 2002 to FY 2003.
Funding levels for the biennium will allow the OCC to hire an additional six employees in FY 2002 and
two employees in FY 2003. The additional employees will provide additional consumer support to
respond to increased consumer demand for assistance in representation, compliance, and education as a
result of continued changes in the utility environment, specifically, the natural gas choice program,
electric deregulation, natural gas and electric aggregation and telecommunication regulatory guidelines.
The OCC is funded through assessments on the intrastate gross receipts of the state’s investor owned
utility companies with a minimum assessment of $50. Any moneys not spent in one year are credited
against next year’s assessments. The OCC’s budget costs residential consumers approximately four cents
of every $100 paid in utility bills. iy
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CEB FY 2002 - FY 2003 Operating Budget Analysis CEB

e Emergency purposes takes
new look -
» More mandate money Controlling Board
» Statehood celebrated
e Disaster relief appropriated

Joseph W. Rogers, Budget Analysr

ROLE '

The Controlling Board consists of seven members: six legislators (three members of the House of
Representatives and three members of the Senate) and the director of Budget and Management (OBM), or
the director’s designee, who serves as the president of the board. The board meets every two-to-three
weeks to consider and vote on requests for action that are submitted to it by various state agencies.
Although the board has a number of different powers and duties, it most commonly takes action on
matters related to: waiving competitive selection requirements for purchases and leases, transferring and
releasing capital appropriations, transferring operating appropriations, increasing or establishing operating
appropriations, creating a new fund, and acquiring real estate.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
N/A $13.5 million $11.5 million $5.5 million $7.5 million Am. Sub. H.B. 94
OVERVIEW

From amongst the Controlling Board’s disparate mix of appropriations and temporary law contained in
the FY 2002-2003 biennial budget, three factors deserve special note. First, when compared to the
previous FY 2000/01, budget, no funding was appropriated for the board’s GRF line item 911-401,
Emergency Purposes/Contingencies. In prior years, these funds were used to assist state agencies and
political subdivisions in responding to disasters and emergency situations. To replace this source of
funding, a temporary law provision in the FY 2002-2003 biennial budget permits the director of OBM,
with the approval of the Controlling Board, to transfer up to $5 million in each fiscal year from the
Budget Stabilization Fund to the non-GRF Emergency Purposes Fund (Fund 554). Second, $7.9 million
is appropriated over the FY 2002-2003 biennium for the 2003 celebration of Ohio’s statehood. Third,
$5.1 million in GRF money is provided over the FY 2002-2003 biennium to assist various local
governments with the costs of certain state mandates (ballot advertising, felony prosecutions, child abuse
detection, firefighter training and equipment).

Unlike other state agencies, the Controlling Board does not spend any of the funds appropriated to it. All
funds appropriated to the Controlling Board are either transferred to other state agencies or they lapse.
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BUDGET ISSUES

Displayed below the reader will find a basic description of the purpose of the appropriations and related
temporary law contained within the Controlling Board’s FY 2002-2003 biennial budget. Unless
otherwise specified, temporary law references are to provisions in Section 34 of Am. Sub. H.B. 94, the
main biennial operating budget act of the 124th General Assembly.

EMERGENCY PURPOSES/CONTINGENCIES

Section 143 of Am. Sub. H.B. 94 permits the director of OBM, with approval of the Controlling Board, to
transfer up to $5 million in each fiscal year from the Budget Stabilization Fund to the Emergency
Purposes Fund (Fund 554) to assist state agencies and political subdivisions in the event of disasters or
emergencies. Associated temporary law in Section 34 of the act makes specific reference to the
availability of moneys from the Emergency Purposes Fund for transfer to: (1) the Department of Public
Safety to provide funding for assistance to political subdivisions made necessary by natural disasters or
emergencies, and (2) the Office of Criminal Justice Services and the Public Defender Commission for
costs related to the disturbance that occurred on April 11, 1993, at the Southern Ohio Correctional Facility
in Lucasville, Ohio.

In prior fiscal years, funding of this sort intended to assist various state agencies and political subdivisions
with disasters, emergency situations, or other unforeseen events was appropriated to the Controlling
Board’s GRF line item 911-401, Emergency Purposes/Contingencies. No funding was appropriated for
line item 911-401 in the FY 2002-2003 biennium; the non-GRF Emergency Purposes Fund in effect
replaces that revenue stream.

MANDATE ASSISTANCE (GRF LINE ITEM 911-404)

Temporary law specifies that this line item’s appropriations (nearly $2 million in each fiscal year) must be
used to provide financial assistance to local units of government, school districts, and fire departments for
a portion of the costs associated with three “‘unfunded state mandates”. These include: (1) the cost to
county prosecutors for prosecuting certain felonies that occur on the grounds of state institutions operated
by the Department of Rehabilitation and Correction and the Department of Youth Services, (2) the cost,
primarily to small villages and townships, of providing firefighter training and equipment, and (3) the cost
to school districts of in-service training for child abuse detection. Any amounts that are not needed for
these purposes can, upon request of the Department of Education and approval of the Controlling Board,
also be distributed to boards of county commissioners to provide reimbursement for office space,
equipment, and related expenses that are mandated for educational service centers.

BALLOT ADVERTISING COSTS (GRF LINE ITEM 911-441)

Temporary law states that the $591,000 appropriated to this line item in each fiscal year is for the purpose
of reimbursing county boards of elections for the cost of public notices associated with statewide ballot
initiatives. OBM is also authorized to transfer any amounts not needed for that purpose to the Controlling
Board's GRF line item 911-404, Mandate Assistance.
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OHI0’S BICENTENNIAL CELEBRATION (GRF LINE ITEM 911-408)

Temporary law states that the $7.9 million appropriated to this line item over the FY 2002-2003 biennium
is to be distributed according to a plan approved by the Ohio Bicentennial Commission. In addition, in
each fiscal year, $100,000 of the line item’s appropriation, is earmarked for Inventing Flight 2003,
$75,000 is earmarked for the North Ridgeville Historical Society, and $62,500 is earmarked for the Gallia
County Historical Society.

DISASTER SERVICES (FUND 5E2)

Temporary law provides that this non-GRF fund (Fund 5E2), and its accompanying biennial
appropriation totaling $12.0 million, is to be used for the payment of state agency program expenses
associated with certain floods, tornados, and storms, as well as other disasters declared by the Governor,
and can also be used to provide financial assistance to political subdivisions made necessary by natural
disasters or emergencies. iy
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CLA FY 2002 - FY 2003 Operating Budget Analysis CLA

« Significant funding and related
staff reductions experienced

during last two fiscal years Cou rt Of c I a i ms

Laura A. Potts, Budget Analyst

ROLE

The Court of Claims, established in 1975, is the only statutory court with statewide jurisdiction. The
court serves two major purposes. First, it has original, exclusive jurisdiction over all civil actions (i.e.
personal injury, property damage, contracts, and wrongful imprisonment) filed against the State of Ohio
and its agencies. Prior to its creation, there was no forum for such civil action. The Civil Division of the
court handles these cases.

The second major purpose of the court was administration of the Victims of Crime Compensation
Program. From 1976 until July 1, 2000, the court’s Victims of Crime Division handled all claims for
reparations awards. The Office of the Attorney General then investigated each claim and filed a finding
of fact and recommendation with the court. At the start of FY 2001, by the passage of Am. Sub. S.B. 153
of the 123rd General Assembly, the primary responsibility for the administration of the Victims of Crime
Compensation Program was shifted from the court to the Office of Attorney General, leaving as the
court’s only remaining responsibility the hearing of appeals of reparations awards.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
30 $4.8 million $4.6 million $2.9 million $3.0 million Am. Sub. H.B. 94
OVERVIEW

The total amount appropriated to the Court of Claims in each of FYs 2002 and 2003 reflects further
funding reductions to a budget that had already been reduced by the prior transfer of the Victims of Crime
Compensation Program to the Office of the Attorney General on July 1, 2000. While the court still
receives some Victims of Crime funding because of its involvement as the appellate arm of the program,
the level of financial support has been significantly reduced. (In its last full year of administering the
program, the court expended $18.2 million. For FYs 2002 and 2003, its Victims of Crime appropriations
totaled less than $2.0 million annually.) Because of the loss of the revenue associated with the program’s
transfer, GRF funding now accounts for nearly two-thirds of the court’s total annual budget. Prior to the
alteration of the court’s role in the program, GRF funding accounted for only about one-tenth of its annual

budget.
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BUDGET ISSUES

C1viL DIVISION

As previously mentioned, the court has exclusive jurisdiction in all civil claims filed against the state and
its agencies. Along with three appointed judges, the court also uses referees to handle civil actions
against the state of $2,500 or less. A single referee or commissioner may administratively hear a claim
and render a judgment. Any case involving claims greater than $2,500 must be heard by a judge. A
majority of the civil actions are handled administratively. The civil side of the court’s operation is funded
exclusively by GRF line item 015-321, Operating Expenses. The affected state agency and not the court
pays judgments against the state; the court’s GRF funds go only to cover its operating expenses (personal
services, maintenance, and equipment). The court’s level of GRF funding provided for the FY 2002-2003
biennium should be sufficient to allow its Civil Division to continue delivering the level of services that
were provided in FY 2001. The court has reported no plans to expand its programs.

Actual FY 2001 expenditures from the court’s GRF Operating Expenses line item totaled $2.1 million.
When compared to its total actual FY 2001 expenditures, the line item’s appropriated amounts in FYs
2002 and 2003 of $2.9 million and $3.0 million, respectively, represent increases of 36-plus percent.
These increases in GRF funding replace Victims of Crime Fund moneys lost when control of the Victims
of Crime Compensation Program was transferred to the Office of the Attorney General.

VicTiMS OF CRIME

Historically, the court’s other major area of activity had been its responsibility to administer the Victims
of Crime Compensation Program. Under the program, individuals suffering personal injury as the result
of criminal conduct are eligible to apply for compensation. This compensation included, but was not
limited to, psychiatric care/counseling, medical expenses, work loss compensation, and unemployment
benefits loss. Dependents also could receive awards for economic loss, replacement services loss, and
certain funeral expenses in the case of a homicide. The maximum award was $50,000 per victim, per
criminal incident.

To be eligible for compensation, a victim must report the crime to a law enforcement officer within 72
hours of its occurrence and must file a claim of compensation within two years after the date of the crime.
The Office of the Attorney General investigates the crime and loss claim, and, at one time, returned a
finding of fact and recommendation to the court. Prior to July 1, 2000, when Am. Sub. S.B. 153 went
into effect, the following steps were followed by the court. First, a single court commissioner rendered a
written opinion. At that point, the claimant or the Office of the Attorney General could appeal the
decision of the commissioner, whereupon the case then proceeded to a panel of three commissioners for a
full hearing. Finally, the appeal of the decision could go one step further to a judge of the Court of
Claims. No further appeal could occur after the judge’s determination.

As mentioned in the Overview, the responsibility for administering the Victims of Crime Compensation
Program was transferred from the Court of Claims to the Office of the Attorney General. This has
significantly changed the role that the court plays in these cases. Whereas before, the court rendered the
initial decisions on compensation cases and was responsible for disbursing these reparations awards, now
this responsibility has been transferred to the Office of the Attorney General. The court still handles the
appeals process. The court has indicated that only about one percent of these claims are appealed, and
thus expects that its workload will be significantly lighter.
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Prior to the program’s transfer, the operation of the court’s Victims of Crime Division was funded
entirely by its State Special Revenue (SSR) Fund line item 015-601, Victims of Crime. On July 1, 2000,
a new SSR line item was created to finance the activities of the court’s Victims of Crime Division: 015-
603, CLA Victims of Crime. Because of the reduction in the court’s duties and responsibilities relative to
the Victims of Crime Compensation Program, the FY 2002 and 2003 appropriations are reduced.

The reduced level of SSR funding provided by the FY 2002-2003 biennial budget will allow the court to
continue as the appellate authority for the Victims of Crime Compensation Program. The appropriated
amounts should be sufficient to pay for the court’s operating expenses, including the payroll costs
associated with the five remaining full-time staff necessary to support its side of the program. Of note
though is the drop in the CLA Victims of Crime line item’s appropriation (line item 015-603) between
FYs 2002 and 2003. This has to do with the reduction of the court’s role in the program. It is anticipated
that, by FY 2003, the court will no longer be paying severance or unemployment benefits for individuals
who were laid off when the program was moved to the Office of the Attorney General.

Fiscal year 2002 will mark the first full year the court will only be involved with the Victims of Crime
Compensation Program through its appellate function. Although the program’s control was switched
over to the Office of the Attorney General at the beginning of FY 2001, the court continued its work on
claims that were filed prior to July I, 2000. Because of these transitional issues, it is unclear whether line
item 015-603’s FY 2002 and FY 2003 appropriation authority will be sufficient to cover all of the court’s
related program costs. Presumably, if the line item’s appropriation authority proves to be problematic in
the future, the court, in consultation with the Office of the Attorney General, would request approval of an
increase in its spending levels from the Controlling Board or the General Assembly.

SHARED COSTS

After the changes caused by the transfer of the Victims of Crime Compensation Program, the court
contracted for the assistance of a consultant, DMG-Maximus, to conduct a financial review of the
operational costs shared by the court’s Civil and Victims of Crime divisions. (Shared costs include items
such as office rent, clerks and clerk administration, judicial and administrative services staff, computer
services, and fiscal services.) In previous years, the court had split shared costs evenly between the Civil
and Victims of Crime divisions. With the help of the consultant, the court determined that the shared
costs between the two divisions should be divided such that the Civil Division would pay 67 percent and
the Victims of Crime Division would pay 33 percent. This shift in shared costs is largely responsible for
the increase in funding provided to the court’s GRF line item 015-321, Operating Expenses, for the FY
2002-2003 biennium.

STAFFING

Prior to the transfer of primary responsibility for the Victims of Crime Compensation Program, the
court’s budget was able to support a staffing level of about 60 full-time equivalents (FTEs). As a result of
the program’s transfer-and the related drop in funding, the court’s budget will likely only support 30 FTEs
in the FY 2002-2003 biennium. (It should be noted that these staffing numbers do not reflect individuals
who serve as judges and commissioners, although they are all paid from the court’s budget.) As of this
writing, the court does not intend to reduce its labor force any further, although some vacant staff
positions may not be filled, quickly or at all, until it gains more experience with the effects of the loss of
control over the Victims of Crime funding on ongoing court operations. In a related personnel issue, the
court did not grant its staff the general wage increase that many state employees received effective July I,
2001, and it is uncertain when, if at all, the court will grant such a pay raise.
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WRONGFULIMPRISONMENT

The court’s budget also includes a GRF line item (015-402, Wrongful Imprisonment Compensation) for
which funds are never appropriated in the biennial budget. This line item’s funds are transferred from the
Controlling Board’s budget as needed and are then used to pay those who have been judged wrongfully
imprisoned in the State of Ohio. When a wrongful imprisonment judgment has been journalized in a
court of common pleas, the Controlling Board, upon certification by the Court of Claims, transfers the
sum necessary for disbursement to this line item. iy
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» Juvenile justice program lost;

famiy vilence program Office of Criminal Justice
o e P Services

revenue and expenditures

Hollv Simpkins, Budger Analyst

ROLE

Historically, the primary role of the Office of Criminal Justice Services (OCJS) has been in the
administration of federal financial assistance intended to improve state and local criminal and juvenile
justice systems. Over time, however, its role has expanded to include coordination and development of
the state’s Criminal Justice Information System (CJIS), policy development, research and analysis, and
program evaluation. The mission of the office has evolved from just administering federal grant funding
to collecting, coordinating, maintaining, analyzing, and disseminating a wide array of information for the
purpose of preventing and controlling crime and delinquency in Ohio.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
54 $33.3 million $33.2 million $3.4 million $3.6 million Am. Sub. H.B. 94
OVERVIEW

The key to understanding the fiscal consequences of the office’s FY 2002-2003 biennial budget lies in a
close examination of the level of GRF funding. Compared to total actual FY 2001 GRF expenditures of
$3.0 million, the office’s enacted GRF budget would appear to represent an increase of 14.5 percent in
FY 2002, followed by a 5.6 percent increase in FY 2003. This is actually deceiving, as the increase is
totally a function of a new $700,000-plus annual family violence prevention and services subsidy
program. Without that new subsidy program included in the office’s total amount of GRF funding in each
fiscal year, then its budget picture for the FY 2002-2003 biennium looks markedly different. The result is
a total FY 2002 GRF budget of $2.7 million compared to actual FY 2001 GRF expenditures totaling $3.0
million, followed by a total FY 2003 GRF budget of $2.9 million. Thus, in comparison to FY 2001
expenditures, the office in reality will be receiving less total GRF funding in each of FY's 2002 and 2003.

Compounding this reduced level of financial assistance is the fact that the office is losing control of
federal juvenile justice and delinquency prevention grant programs that provided supplemental funding
used to cover various administrative expenses (see below).

Thus, it seems clear that the office did not receive a level of GRF funding that will allow full delivery of
its FY 2001 level of services in the FY 2002-2003 biennium. It is uncertain how OCJS will manage this
fiscal problem, but presumably some mix of cutting costs and gaining new revenue streams will be
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sought. For example, on the cost side, the office could delay non-critical maintenance spending and
equipment purchases and not fill vacant staff positions, and on the revenue side, seek out other sources of
federal financial assistance.

JUVENILE JUSTICE

The most significant aspect of the office’s budget for FYs 2002 and 2003 involves the transfer of its role
in the state’s federal juvenile justice and delinquency prevention program to the Department of Youth
Services (DYS). The practical fiscal effect of the transfer is a loss of $10-plus million in annual federal
funding and six full-time positions moved from OCJS to DYS. The transfer will create a fiscal burden of
sorts for the office, as it previously coded other administrative costs to this federal juvenile justice and
delinquency prevention funding that is being transferred to DYS. Of specific concern is the fact that the
office also charged approximately 25 percent of the time of 32 other full-time staff to this federal juvenile
justice and delinquency prevention funding. LSC fiscal staff calculate these other administrative costs,
which are largely payroll and smaller amounts of maintenance and equipment expenses, at roughly
$500,000 in FY 2002 and $600,000 in FY 2003. The loss of federal juvenile justice and delinquency
prevention funding, combined with a tight GRF operating expenses budget, suggests the office will have
to redistribute these administrative expenses into its GRF budget and remaining federal criminal justice
programs, most notably the Byrne Memorial Criminal Justice Block Grant. This may involve cutting or
shifting existing operational costs, seeking new federal grant opportunities, or some combination of the
two.

FAMILY VIOLENCE PREVENTION AND SERVICES PROGRAM

The budget also transfers the federal Family Violence Prevention and Services Program from the
Department of Job and Family Services (JES) to the Office of Criminal Justice Services. According to the
U.S. Department of Health and Human Services program guidelines, the purpose of these dollars is to
award grants to assist states in establishing, maintaining, and expanding programs and projects to prevent
family violence and to provide immediate shelter and related assistance for victims of family violence and
their dependents. The federal award amount for this program is $2.7 million annually, with five percent of
the award available for administrative expenses. In addition to acquiring two full-time program staff
positions from JFS, the office has supplemental GRF funding of $763,375 in both FY 2002 and FY 2003
for the purpose of making family violence prevention grants (line item 196-405). g
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e The Board of Deposit uses no
GRF moneys .

e The Board of Deposit
designates which financial Board Of Deposrt
institutions serve as public

depositories Jean J. Botomogno, Economist

ROLE

The State Board of Deposit operates under the authority of Ohio Revised Code Chapter 135, the Uniform
Depository Act. The Board’s major functions are to designate financial institutions and banks to function
as public depositories and to regulate the deposits of state money into these institutions. The Uniform
Depository Act outlines the requirements for eligible banks, and the Board of Deposit applies these
guidelines in its selection of eligible financial institutions. The Board also approves bank service charges
and confirms the designation and investment of interim moneys of the state.

The Board is composed of three elected officials or designees of these officials: the Treasurer of State, the
Auditor of State, and the Attorney General. The treasurer serves as the board’s chairperson. The cashier
of the state treasury serves as the secretary of the board.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
0 $838.000 $838,000 $0 $0 Am.Sub. H.B.94
OVERVIEW

The Board of Deposit uses no GRF moneys. The Board of Deposit Expenses Fund receives transfers of
cash from the Interest Holding Distribution Fund (Fund 608) after certification of the board’s expenses by
the Director of Budget and Management. The board’s funding is used to pay for banking charges and fees
required for the operation of the state treasurer’s regular bank account and two auxiliary accounts: the
Consolidated Check Clearing Account and the Treasurer’s Custodial Contingency Account.

The Board of Deposit received appropriations of $838,000 for both FY 2002 and FY 2003. This amount
is 31.8 percent higher than FY 2001 appropriations. The increase over FY 2001 is due to under spending
in FY 2001 and to an increase in banking charges and fees in the current biennium. iy
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e Over $23 million funded for
technology development

« Electric Deregulation

* $5.2Min FY 02 for TANF Department Of
Housing Program

Development

Allison Thomas, Economist

ROLE

The Department of Development (DEV) facilitates the enhancement of economic and community
development in Ohio through activities including business financial assistance, industrial training,
technology development, international trade promotion, housing development, travel and tourism
promotions, and urban development.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)

Am. Sub. H.B. 94
- - . - Am. Sub. H.B. 73

555 $694.9 million $697.5 million $139.8 million $143.9 million Am. Sub. H.B. 3
Am. Sub. H.B. 299

OVERVIEW

Development’s increasing appropriations continue the trend of the last two biennial budgets as the total
budget in FY 2002 grew to $694,891,300 and to $697,479,588 in FY 2003. Total funding for FY 2002
(which includes Roadwork Development funds administered by the department but appropriated in the
transportation budget bill, Am. Sub. H.B. 73) is $187 million, or 36.8 percent above FY 2001 actual
expenditures of $507.8 million. Funding for FY 2003 is only 0.4 percent over FY 2002 appropriation
levels.

Notable increases in FY 2002 funding levels include each of Development’s funds, with the exception of

“the General Services Fund, as follows: the General Revenue Fund (+8.4 percent), General Services Fund
(-23.9 percent), Federal Special Revenue Fund (+13.3 percent), State Special Revenue Fund
(+169.7 percent), Coal Research and Development Fund (+16.3 percent), and the Facilities Establishment
Fund (+38.8 percent). ‘

In general for FY 2002, GRF line items have funding changes ranging from O to 5 percent above or below
FY 2001 spending levels. A few exceptions to note include a decrease of $5 million for the Thomas
Edison Program, a decrease in Business Development Grants of nearly $10 million, a decrease in
Investment in Training Grants of $2.5 million, and a decrease in Urban/Rural Initiative Grants of
$1 million; the Defense Conversion Assistance and Project 100 programs have been eliminated. The Low
and Moderate Housing line item contains money that will be transferred to the State Special Revenue trust
fund line item bearing the same name; its appropriations increased by $11 million, a 149 percent increase
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over FY 2001 spending levels. Funding for the Governor’s Office of Appalachia nearly tripled to
$5.3 million.

Fiscal year 2002 appropriation authority for the General Services Fund Group of $10.4 million reflects a
decrease of 23.9 percent below the 2001 expenditure of $13.7 million. Supportive Services and General
Reimbursements received increases of 14.6 percent and 24.9 percent, respectively. Funding for the Local
Government Y2K Loan Program was discontinued for FY 2001.

Federal Assistance funding for FY 2002, received through the Federal Special Revenue Fund Group,
shows growth of 13.3 percent for FY 2002, and negative growth of 2.1 percent during FY 2003.
Appropriations total slightly over $237 million for FY 2002 and $232 million in FY 2003. While Housing
and Urban Development decreased by nearly $17 million or -77.5 percent, the creation of another line
item, the HOME Program, received funding totaling $40 million in each year of the biennium. This line
item represents an administrative change by Development. Another line item, 19-619, TANF Housing
Program, was also created and funded with $5.2 million in FY 2002.

The increase in the State Special Revenue Fund reflects substantial movement in only a few line items.
Under Electric Deregulation, Universal Service and the Energy Efficiency Revolving Loan Funds were
created, and received annual funding of $160 million and $12 million, respectively. The Low and
Moderate Income Housing Trust Fund saw appropriations increase about $4 million over 2001 spending
levels. The Scrap Tire and Loan Program has been transferred to the Environmental Protection Agency.

The Facilities Establishment Fund Group received a 38.8 percent increase in its funding for FY 2002 and
a 2.5 percent increase in FY 2003. All programs saw an increase in funding over 2001 expenditures with
greater growth in two of the five line items. The Rural Industrial Park Loan Program more than tripled its
funding to $5 million, which is 225.9 percent above FY 2001 expenditures, and the Urban
Redevelopment Loan Program received $10 million in funding, which is 421.5 percent above FY 2001
expenditures of $1.9 million.

BUDGET ISSUES

TECHNOLOGY DEVELOPMENT

The importance of technology in Ohio’s efforts to enhance industrial competitiveness and job creation
and retention was a priority in the 2002-2003 biennial budget as evidenced by support for two main
technology-based programs: the Thomas Edison Program and Technology Action, with combined
funding for over $23 million. The Science and Technology Collaboration was created in conjunction with
the Ohio Board of Regents to implement a coherent state strategy with respect to science and technology.

Thomas Edison Program

In addition to the funding provided for the Edison Incubators, Technology Transfer and University
Centers, and the Great Lakes Industrial Technology Center (GLITeC), the budget bill specifically
identifies the following:

e Technology Division Operations — Earmarking language through line item 195-401, Thomas
Edison Program, provides that no more than $2,153,282 in FY 2002 and $2,228,537 in FY 2003
be used to support the Technology Division’s administrative expenses in supporting this program.
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e Individual Projects — Earmarking language also through this line item sets aside $187,500 for the
establishment of an e-logistics port at Rickenbacker Port Authority, and $100,000 in FY 2002 for
the University of Akron Metals Technology Facility Feasibility Study.

Technology Action
Technology Action Grants

The FYs 2002-2003 budget provides a slight decrease in funds available for the Technology Action
Grants, awarded by the Technology Action Board. In each fiscal year, $13,790,000 of funding, less the
following earmarks, is available for grants to help enhance the state’s ability to compete for federal
research and development funds, and also to provide funding for high priority technology initiatives.

e  Operating Expenditures — Not more than 6 percent of appropriations each fiscal year, equivalent to
$827.,400, can be used for operating expenditures in administering the Technology Action Program.

. Research and Analysis Efforts — An additional administrative amount, not to exceed $1,500,000
within the biennium, can be used for research, analyses, and marketing efforts deemed necessary to
receive and disseminate information about science and technology related opportunities.

e Individual Projects — Earmarking language sets aside $500,000 in each fiscal year for the
EMTEK/Delphi Project for Wire Break Technology.

Science and Technology Collaboration

The budget bill also requires the Board of Regents to work in collaboration with Development, the
Biomedical Research and Technology Transfer Commission, and the Technology Action Board to ensure
implementation of a coherent state strategy with respect to science and technology. This strategy is to be
formulated in relation to appropriation items and programs listed in the following paragraph, and other
technology-related appropriations and programs in Development and the Board of Regents as designated
by these agencies.

Programs in the Board of Regents include: 235-428 Appalachian New Economy Partnership; 235-454
Research Challenge; 235-510 Ohio Supercomputer Center; 235-527 Ohio Aerospace Institute; 235-535
Agricultural Research and Development Center; 235-554 Computer Science Graduate Education; 235-
556 Ohio Academic Resources Network; and 235-405 Biomedical Research and Technology Transfer
Commission.

Programs in Development include: 194-401 Thomas Edison Program; 195408 Coal Research
Development; 195-422 Technology Action; and 195-632 Coal Research and Development Fund.

Each of these programs is to be reviewed annually by the Technology Action Board with respect to its
development of relationships within a combined state science and technology investment portfolio and its
overall contribution to the state's science and technology strategy. The annual review by the Technology
Action Board must be a comprehensive review of the entire state science and technology program
portfolio rather than a review of individual programs.

Several criteria are to be evaluated, including:

(1) Scientific merit of activities supported by the program;
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(2) Relevance of the program’s activities to commercial opportunities in the private sector; and

(3) Private sector's involvement in a process that continually evaluates commercial opportunities to
use the work supported by the program.

URBAN RURAL INITIATIVE

Appropriation item 195-417, Urban/Rural Initiative, is used to make grants in accordance with sections
122.19 to 122.22 of the Revised Code. Earmarking language through appropriation item, provides
funding for each of the following projects:

$50,000 for the Corning Civic Center;

$50,000 for the Somerset Historic Building;

e $365,000 in FY 2002 for State Route 13 Access Improvements;

e  $50,000 for Murray City Flood Prevention;

o $62,800 in FY 2002 for the Northern Perry Sewer;

¢  $75,000 for the Village of Oak Hill Sewer System Improvements;
e  $25.000 for the Laurelville Community Projects;

. $62,500 for the Gallia County Community Projects;

e  $75,000 for the Meigs County Community Projects;

e  $125,000 for the Crooksville Community Center; and

. $25,000 for the Huber Opera House and Civic Center.

ENERGY PROGRAMS
Electric Deregulation

Under the Electric Deregulation Bill (SB. 3 of the 123 General Assembly), two new programs,
Universal Service and the Energy Efficiency Revolving Loan Program, were created; this budget bill
provides them with annual funding of $160 million and $12 million, respectively.

Appropriation. item 195-659, Universal Service, will provide electric utility assistance benefits to
Percentage of Income Payment Plan (PIPP) electric accounts, will target energy efficiency and customer
education services to PIPP customers, and will cover the department's administrative costs related to the
Universal Service Fund Programs.

Appropriation item 195-660, Energy Efficiency Revolving Loan, will provide financial assistance to
customers for eligible energy efficiency projects for residential, commercial and industrial business, local
government, educational institution, nonprofit, and agriculture customers, and will pay for the program's
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administrative costs. In essence, the program will provide loans for projects that improve energy
efficiency in a cost-effective manner while benefiting the economic and environmental welfare of Ohio’s

citizens.

HOUSING PROGRAMS

Housing programs continued to be an important budget issue during the FY 2002-2003 budget process.
Discussions spanned the gamut from increased responsibilities related to the federally-funded Section 8
housing to the incorporation of federal TANF funding to be used in housing programs.

Home Program

Appropriation item 195-603, Housing and Urban Development, declined from a FY 2001 expenditure of
nearly $22 million to appropriations of $5.0 million in the each fiscal year of the 2002-2003 biennium.
The creation of a new line item 195-601, HOME Program, received funding totaling $40 million in each
fiscal year. The budget bill calls for the transfer of any additional moneys remaining in the 195-603 line
item to Fund 3V 1 for the Home Program.

Section 8 Housing

Section 8 housing continues to be one of the issues concerning the housing stock available for low- and
moderate-income Ohioans. Nationwide, Section 8 faces an uncertain future due to the expiration of
housing contracts.

The Ohio Housing Finance Agency (OHFA) is the participating administrative entity or contract’
negotiator in Ohio. If negotiations are successful and the housing contracts are renewed, the units will
remain low-income housing for an additional 30 years. If a landlord decides to “opt-out” of the program,
the units may be lost and residents would receive Section 8 housing vouchers.

In FY 2001, spending by OHFA totaled over $4.1 million, which neared levels of the previous year’s
spending. For the FY 2002-2003 biennium, line item 195-617, Housing Finance Operating, is decreased
by nearly 8 percent.

TANF Housing Program

The TANF Housing Program was created under H.B. 299, a budget corrective bill, to be administered by
Development under an interagency agreement entered into with the Department of Job and Family
Services (ODJFS) under section 5101.801 of the Revised Code. The program provides benefits and
services to TANF eligible individuals under a Title IV-A program, and the funds cannot be used to match
federal funds.
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Appropriation item 195-619, TANF Housing Program, is to be used to provide the following:

e  Supportive services for low-income families related to housing or homelessness, including housing
counseling;

¢  Grants to nonprofit organizations to assist Title IV-A eligible families with incomes at or below 200
percent of the federal poverty guidelines with down-payment assistance for homeownership or
down-payment assistance toward the purchase of mobile homes;

e  Emergency home repair funding for Title IV-A eligible families with incomes at or below 200
percent of the federal poverty guidelines;

e Operating support for family emergency shelter programs; and

o Emergency rent and mortgage assistance for families with incomes at or below 200 percent of the
federal poverty guidelines.

ODIJFS is to transfer funds from appropriation item 600-689, TANF Block Grant, into Development’s
TANF Housing Fund (3X3) for the purpose of reimbursing allowable TANF Housing Program
expenditures as reported by Development. The transfer of funds is not to exceed $5,200,000 in FY 2002
and $6,500,000 in FY 2003. Up to $260,000 in FY 2002 and $325,000 in FY 2003 of the transferred
funds may be used by Development for the program’'s administrative expenses.

CLEAN OHIO IMPLEMENTATION

In November 2000, Ohio voters approved Issue 1, the creation of $200 million of general obligation
conservation bonds and $200 million of revenue bonds over a four-year period. Am. Sub. H.B. 3
stipulated that the revenue bonds, managed by Development, are to be used for brownfield clean up and
remediation projects across the state. Proceeds are to be held in the Clean Ohio Revitalization Fund,
which also will contain the Clean Ohio Assistance account. The Clean Ohio Assistance account must be
used to make grants to distressed areas to pay for assessments, cleanup or remediation of brownfields, and
public health projects related to a release or threatened release of hazardous substances or petroleum at a
property where little or no economic redevelopment potential exists.

Am. Sub. H.B. 3 changed the GRF funding in the budget bill for the project. Originally in Development’s
budget, $1.0 million in FY 2002 and $1.5 million in FY 2003 was appropriated in line item 195-510,
Issue One Implementation. H.B. 3 amended the budget bill, changed a few line numbers and disbursed
some of the GRF appropriation authority to the Environmental Protection Agency and the Department of
Agriculture. Development eliminated appropriation item 195-510, Issue One Implementation, created
195426, Clean Ohio Implementation, and in it, retained appropriation authority of $448,000 and
$641,000 in FYs 2002 and 2003, respectively.

Development, in addition to GRF funds and bond proceeds, is to receive interest earnings of $150,000 in
FY 2002 in appropriation item 195-663, Clean Ohio — Operating (Fund 003), created in Am. Sub. H.B. 3,
to be used for administrative expenses. Fund 003 is a capital fund in which the bond proceeds will be
retained. The capital fund received its appropriation authority in Am. Sub. H.B. 3, which amended the
previous biennial capital bill, Am. Sub. H.B. 640 of the 123rd General Assembly. iy
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CDR FY 2002 - FY 2003 Operating Budget Analysis CDR

e Budget should allow commission

to deliver its current level of

dispute resolution and conflict H H

management services DISPUte R950|Utlon and
e Expansion of services unlikely

given GRF budget Conflict Management

Holly Simpkins, Budger Analvst

ROLE

The mission of the Commission on Dispute Resolution and Conflict Management is to provide Ohioans
with constructive, nonviolent forums, processes, and techniques for resolving disputes. The commission
focuses on four program areas — schools, communities, courts, and state and local government —
providing dispute resolution and conflict management training, facilitation and mediation services,
consultation, and technical program assistance. A staff of seven full-time employees pursues this
mandate, partnering with other institutions to develop a statewide conflict resolution capacity. The
commission, established in November 1989, is guided by 12 volunteer commissioners — four appointed
by the Governor, four by the Chief Justice of the Supreme Court, and two each by the President of the
Senate and the Speaker of the House — who serve staggered three-year terms. i

Agency In Brief
Number of Total Appropriations-All Funds I GRF Appropriations Appropriation
Employees 2002 2003 1 2002 2003 Bill(s)
|
7 $766,000 $765,000 i $572,000 $601,000 Am. Sub. H.B. 94
OVERVIEW

During the FY 2000-2001 biennium, the commission focused primarily on three areas of activity: (1) the
Truancy Prevention Through Mediation Project, (2) the School Conflict Management Program, and (3)
the Early Childhood Conflict Management Program.

The FY 2002-2003 biennial budget provides a level of funding that should allow the commission to
continue delivering its FY 2001 level of services. It does not provide any new funding that would permit
expansion of the commission’s services to more schools or communities or to provide more training or
evaluation of existing programs. The commission had requested supplemental GRF funding for four
education-related programs to address truancy prevention, early childhood programming, School
Resource Officer training, and school conflict management. These supplemental funds were not
appropriated. With virtually a “no-growth” GRF budget, the commission plans to look for other sources
of revenue, including federal grants, to give it greater flexibility in making decisions on what programs
and services to continue or expand.

The budget to implement the School Conflict Management Program is split between the commission
(GRF line item 145-401) and the Ohio Department of Education (GRF line item 200-432), with the
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CDR ‘ FY 2002 - FY 2003 Operating Budget Analysis CDR

majority of the funding housed in the latter’s budget. Temporary law in the department’s budget requires
it to assist the commission in the development and dissemination of the program and to assign a
departmental employee full-time to the commission to provide technical and administrative support.

Over the last six fiscal years, the commission’s budget has primarily covered its payroll costs and
secondarily supported personal services contracts. A very small percentage of the commission’s budget
has been used for grants (subsidy). This expenditure pattern is expected to continue in the FY 2002-2003
biennium, as the commission seeks to continue the delivery of dispute resolution and conflict
management programs and services by using its own staff. iy
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EDU FY 2002 - FY 2003 Operating Budget Analysis EDU

e Fully funds the updated per pupil
base cost ($4,814) of an
adequate education in FY 2002 -
12.1% increase over FY 2001

Department of Education

e $310.1 million in parity aid for
education beyond adequacy

Wendv Zhan, Senior Analyst

ROLE

The role of the Department of Education is to assist local school districts in providing every student with
an adequate education needed to successfully meet the challenges of the 21* century. The department is
governed by a 19-member State Board of Education. Eleven of those 19 members are elected by the
citizens and the other eight members are appointed by the Governor. The Superintendent of Public
Instruction, who is hired by the State Board of Education, is responsible for the department’s day-to-day
operation. With a budget of approximately $7.8 billion in FY 2001, the department oversees an education
system consisting of 612 public school districts and 49 joint vocational school districts with almost $15
billion in annual expenditures. In addition, there are public community schools, educational service
centers, Head Start programs, state chartered nonpublic schools, and other school-related entities to
monitor.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
600 (FTEs) $8,631.9 million | $9,046.8 million | $6,786.9 million | $7,164.5 million | Am. Sub. H.B. 94
OVERVIEW

Am. Sub. H.B. 94, the main operating budget bill of the 124" General Assembly, contains the state’s
responses to DeRolph II to ensure an adequate education for all students across the state. Primary and
secondary education is the highest priority of the budget; 38.5 percent of the $40.0 billion state budget is
devoted to K-12 education over the biennium. The total budget for the department features funding
increases of 10.1 percent and 4.8 percent for fiscal years 2002 and 2003, respectively. The table below
details the department’s appropriations by fund group.

Fund FY 2001 FY 2002 °/°F$3?f‘09;’ FY 2003 %Fsgg:)%e’
GRF $6,140,315,324 © $6,786,869,283 105% = $7,164,480,070 5.6%
General Services $12,783,827 $37,446,829 192.9% $37,776,554 0.9%
State Special Revenue $14,106,437 = $120,432,522 7537% | $135,622,885 12.6%
Lottery $690,213,536 = $633,722,100 82%  $621,722,600 1.9%
Federal Special Revenue | $981,783239 & $1,053,439,891 73% | $1087,241,044 3.2%
Grand Totals $7,839,202,363  $8,631,910,625 10.1% = $9,046,843,153 4.8%
GRF + Lottery $6,830,528,860 = $§7,420,591,383 8.6%  §7,786,202,670 4.9%

Page 73

Ohio Legislative Service Commission



EDU FY 2002 - FY 2003 Operating Budget Analysis EDU

It can be seen from the table that the budget increases the General Revenue Fund (GRF) appropriations by
10.5 percent in FY 2002 and by 5.6 percent in FY 2003. The Lottery Profits Education Fund (LPEF)
appropriations would experience decreases of 8.2 and 1.9 percent, respectively. As the LPEF source of
education funding has declined in recent years, the GRF appropriations have been making up the
difference. Total GRF and Lottery appropriations increase by 8.6 percent in FY 2002 and 4.9 percent in
FY 2003.

The significant increase in the General Services Fund appropriations in FY 2002 reflects the lower
expenditures ($3.8 million in actual expenditures vs. $30.0 million in original appropriations) in the
school district solvency assistance program in FY 2001. The budget appropriates the program $24.0
million in each year of the FY 2002-FY 2003 biennium. The newly created line item 200-900, School
District Property Tax Replacement, funded at $102.0 million in FY 2002 and $115.9 million in FY 2003,
accounts for increases in State Special Revenue Fund appropriations. This, combined with GRF spending,
is to compensate school districts for public utility value decreases as a result of S.B. 3 and S.B. 287, both
of the 123" General Assembly.

The majority of the department’s

appropriation dollars are distributed to Chart 1: GRF and LPEF Appropriations by
the 612 school districts and the 49 joint Components, FY 2002
vocational school districts through the Rollback

foundation SF-3 formulas. Chart 1 shows Nonpublic 10.5%

the department’s GRF and LPEF 2.4% Other

o . . 9.2%
appropriations by major spending areas

in FY 2002. The composition of the B

. ase Cost
department’s budget remains about the Funding
same in FY 2003. It is clear that the base 65.7%_
cost funding, representing approximately ’
65.7 percent of total GRF and LPEF  Other SF
appropriations, is the largest spending  Funding
area within the department’s budget. 12.2%
Total SF-3 funding (including base cost
funding, parity aid, and other SF-3
funding) represents approximately 77.9 percent of the department’s total GRF and LPEF budget.

THE SCHOOL FUNDING REFORM OVERVIEW

COST OF AN ADEQUATE EDUCATION

The budget continues to use a performance based cost model to ensure an adequate education for all
school districts. The model includes a base cost — the cornerstone of the model — various adjustments to
the base cost to reflect uncontrollable cost factors facing individual school districts in providing an
adequate education, and the pupil transportation funding based on a statistical regression analysis. The
model determines the total state and local cost of an adequate education for every district. The state share
of an adequate education model cost for an individual district is equalized based on the district’s property
wealth with higher state shares for low property wealth school districts. The foundation SF-3 formulas
guarantee every district receives the full amount of state and local funding for an adequate education as
determined by the model and therefore ensures an adequate education for every school district.

Base Cost. The budget updates the base cost model, which is based on the average base expenditures of
the 127 selected model districts meeting at least 20 out of 27 performance standards in FY 1999. It fully
funds the updated base cost formula amount of $4,814 in FY 2002, including $12 per pupil for increasing
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the minimum graduation credit requirement to 20 units. The inflationary-adjusted base cost formula
amount is $4,949 in FY 2003. The budget also eliminates the previous phase-in approach in the cost of
doing business factor (CDBF) application and fully funds the 7.5 percent range of the CDBF adjustment
to the base cost formula amount. As a result, the budget spends $130 million more over the biennium in
funding the CDBF adjustment. Overall, the budget distributes approximately $8.7 billion in the base cost
funding with the CDBF adjustment to school districts and joint vocational school districts in the FY 2002-
2003 biennium.

Special Education. The budget establishes a new six-weight system for special education largely based on
the recommendation of the Ohio Coalition for the Education of Children with Disabilities. The new
system is phased in at the 82.5 percent level in FY 2002 and at the 87.5 percent level in FY 2003. In
addition to benefiting from the base cost funding increase, state special education weight funding for the
612 school districts is estimated to increase by 8.5 and 9.3 percent in FY 2002 and FY 2003, respectively.

Transportation and Excess Cost Supplement. Beginning in FY 2003, the transportation reimbursement
rate will be 60 percent or a district’s state share percentage of the base cost funding, whichever is greater.
An estimated 248 districts will have state share percentages greater than 60 percent. Meanwhile, a
district’s combined local formula share of transportation as well as special and vocational education
model costs is limited to a maximum of three mills of local property taxes. The budget provides an
estimated $31.1 million in excess cost supplement to over 40 percent of school districts in FY 2003. This
supplement significantly limits local share requirements for school districts that have a high intensity of
service needs in these areas.

Gap Aid. The budget extends the charge-off supplement (gap aid) to also include the local share of the
transportation model cost. As a result, gap aid calculations will include the local share of the base cost
funding at 23 mill charge-off, the transportation model cost, as well as special and vocational education
weight costs. The gap aid extension may seem to be subtle, however, it has significant implications. It
effectively eliminates any formula phantom revenues and ensures every district receives the full amount
of state and local funding for an adequate education as determined by the model.

State Share Stabilization. The budget requires the General Assembly to update the cost of an adequate
education every six years. It limits the variation of the state share percentage of the base cost funding and
parity aid for years between any two updates to a 2.5 percent range to stabilize the state and local shares.
The state share of the base cost funding and parity aid is 49 percent in FY 2002 — the first update year.
This is the target state share percentage for FY 2003 through FY 2007. By stabilizing the state share
percentage of the base cost funding, the state share of special and vocational education additional funding
is also stabilized. Disadvantaged Pupil Impact Aid is 100 percent state funded. The state pays the greater
of 60 percent or the district’s state share percentage of the base cost funding for pupil transportation. It
should be noted that the 49 percent state share in FY 2002 only includes the base cost funding and parity
aid and excludes the state funding for various adjustments to the base cost. An adequate education cost
“model includes the base cost, various adjustments to the base cost, and pupil transportation. The average
state share of the model cost of an adequate education is approximately 55.8 percent in FY 2002.

FINDING FOR EDUCATION BEYOND ADEQUACY — PARITY AID

The model cost of an adequate education for an individual school district does not depend on the district’s
property wealth or income wealth. Instead, it depends on a rational model that takes into account the
characteristics of the district and its students. A school district with a higher need (for example, a higher
concentration of poverty or special education students) will have a higher per pupil cost under the model.
There are little disparities in the adequate education level across all school districts. Disparities occur in
spending above the adequacy level largely due to the existence of local enhancement revenues. With gap
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aid, formula phantom revenue has been completely eliminated. H.B. 920 mainly affects local
enhancement revenues above the adequacy level (or reappraisal phantom revenue). Furthermore,
H.B. 920 generally affects high wealth districts more than it does low wealth districts. The elimination of
H.B. 920 would further exacerbate disparities among school districts.

The budget establishes parity aid to address disparities in local enhancement revenues and to buffer
reappraisal phantom revenue. Parity aid equalizes an additional 9.5 mills (above the adequacy level) to
the 80" percentile district’s wealth level. The parity aid wealth is a weighted average property wealth
(2/3) and income wealth (1/3). Districts with wealth levels between the 70™ and 90" percentiles had on
average 9.5 additional mills above the foundation program for local enhancement services in FY 2001.
The top wealthiest 20 percent of school districts (including about 25 percent of all students) consistently
have much higher per pupil revenues than the other 80 percent of school districts (including about 75
percent of all students). Local property taxes are the primary factor behind the higher per pupil revenues
for the top 20 percent of school districts. By using the 80" percentile level as the threshold, parity aid will
significantly reduce disparities in spending above the adequacy level once it is fully implemented.

Alternatively, certain districts are eligible for parity aid that provides the FY 2001 level of the income
factor adjustment benefit. Overall, about 492 school districts are eligible for parity aid with no additional
local effort requirement. Parity aid is to be phased-in over a five-year period. The budget provides $310.1
million in parity aid over the biennium. If parity aid were fully implemented in FY 2002, it would provide
approximately $494.3 million to school districts for education enhancement services. The per pupil
benefit would range from $987 to less than $10 with an average of $378 per pupil.

BUDGET ISSUES

FUNDING MODEL FOR THE COST OF AN ADEQUATE EDUCATION
Theory and Method

Primary and secondary education funding in Ohio has historically been a partnership between the state
and local school districts. Each individual district’s spending is essentially the function of the following
three factors: (1) a uniform base cost for providing a core general education for all students in regular
classes; (2) variable costs of providing comparable core education services due to uncontrollable cost
factors facing individual districts; and (3) additional spending due to local preference for a “premium”
education. To ensure an adequate education for all school children, in addition to funding the uniform
base cost, the state needs to compensate a school district for its higher cost of providing an adequate
education due to uncontrollable cost factors, such as a higher concentration of low-income, special
education, or vocational education students. In other words, the cost of an adequate education for an
individual district includes a uniform base cost and variable costs that reflect the district’s unique
circumstances. The state has a responsibility to ensure funding for an adequate education for all students
regardless of the wealth and location of school districts.

Obviously, there exists more than one rational method to determine the cost of an adequate education. In
response to the directive of DeRolph I, the 122™ General Assembly adopted a performance based method
with an input supplement. The underpinning theory behind the performance based model is that most
districts should have potential to provide a quality education opportunity similar to that offered by a
representative group of well-performing districts, provided they have a similar amount of revenues
adjusted for the uncontrollable cost factors faced by individual districts. Meanwhile, the performance

Page 76
Ohio Legislative Service Commission



EDU FY 2002 - FY 2003 Operating Budget Analysis EDU

based model maximizes local control. It also allows the state to institute a statewide accountability system
and to intervene when it is necessary.

In preparing the response to DeRolph 11, several legislative committees were formed, one of which was
the Joint Committee to Re-examine the Cost of an Adequate Education. In December 2000, the Joint
Committee issued its final report containing recommendations to address DeRolph II. In its final report,
the Joint Committee largely affirmed the legislative policy choice of using the performance based method
to determine the cost of an adequate education. This method is enacted in the budget by the 124™ General
Assembly to determine the cost of an adequate education.

Model

The performance based model adopted by the General Assembly is a total state and local education cost
model. The model includes the base cost — the cornerstone of the model — various adjustments to the base
cost to reflect unique uncontrollable cost factors facing individual school districts, and the pupil
transportation funding based on a statistical regression analysis. The discussion of individual elements of
an adequate education cost model follows.

Base Cost

What is the Base Cost? The center of the model is the development of a uniform base cost for all students
across the state. Expenditures related to uncontrollable cost pressures (such as student poverty, special
and career-technical education programs, and the labor market cost difference) as well as transportation
expenditures and federal revenues are subtracted from a school district’s “Total Operating Expenditures”
to give the district’s “Base Cost™ (see Table 1). The base cost is comparable and similar from one district
to another. It basically reflects the state base cost funding, equity aid, other state grants outside the
foundation program, and local revenues for general education from the first 23 mills and beyond (local
enhancement funding).

Table 1: Base Cost Calculation
A District’s Total Operating Expenditures
Minus all of the following:
-- Special education expenditures
-- Career-technical education expenditures
-- State DPIA Funding
-- Transportation expenditures
-- Federal revenues
-- Deflated by the 7.5 percent range of the cost of doing business factor
= BASE COST ’

How to Determine a Statewide Base Cost Formula Amount? The model adopted by the 122™ General
Assembly (H.B. 650 model) was based on the analysis of the FY 1996 performance and base cost data of
all school districts. The 124™ General Assembly updates the model to utilize the most recent available
FY 1999 performance and base cost data (H.B. 94 model). Specifically, the H.B. 94 model used 27
indicators (25 proficiency test results, attendance rate, and graduation rate) to measure each school
district’s performance. The evaluation of school district performance produced 170 (28.0 percent of all
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districts) high performing school districts that met at least 20 out of 27 performance indicators.” A total of
43 non-representative high performing districts were removed from the model based on high (in the top
five percent of all districts) or low (in the bottom five percent of all districts) property wealth or income
wealth. The remaining 127 representative high performing districts formed the model used to determine
the statewide base cost formula amount of an adequate education.

In the process of updating the base cost model, it was recognized that without some adjustments the state
would end up funding similar spending twice. As indicated earlier, under the H.B. 650 model,
expenditures associated with uncontrollable factors (special education, career-technical education, DPIA
and the cost of doing business factor) as well as pupil transportation and federal revenues were subtracted
from a school district’s total operating expenditures to give the district’s base cost figure. State grants
programs (for example, professional development grants and technology grants) and local enhancement
revenues (above the 23 mills) were not backed out, however. In other words, the statewide base cost that
was calculated based on the FY 1996 data included this additional state and local spending above the
foundation program. Meanwhile, these same programs were funded again outside of the foundation
program under the H.B. 650 model since the base cost charge-off rate remained at the 23 mills and the
state continued to fund many grant programs as separate line items. In fact, state grant programs totaled
more than $90 million and local enhancement revenues amounted to approximately $1.8 billion in
FY 1999. With the potential of funding such a significant amount of spending twice, without any
adjustment it could result in base expenditures that would be higher than necessary for some school
districts to maintain their high performing district status.

To address the phenomenon of funding similar spending twice, or the “echo effect,” the 124™ General
Assembly made further adjustments to the 127 model districts’ base expenditures before calculating the
statewide base cost formula amount. If a H.B. 94 model district also met the H.B. 650 model performance
standards, the H.B. 94 model used the district’s inflationary (2.8 percent per year) adjusted FY 1996 base
cost figure or its FY 1999 base cost figure, whichever was less. For H.B. 94 model districts that did not
meet the H.B. 650 model performance standards, the H.B. 94 model used their actual FY 1999 base cost
figures to ensure that additional expenditures these districts incurred in order to meet the standards
imposed by the H.B. 94 model are included in the calculation. The final calculation of the statewide base
cost formula amount was based on the district average of the 127 model districts’ adjusted base
expenditures. This calculation resulted in a statewide base cost formula amount of $4,420 in FY 1999,
which was higher than the average base cost of $4,133 for the 436 districts meeting less than 20
performance indicators in FY 1999.

With an inflationary (2.8 percent per year) adjustment, the updated statewide base cost formula amount is
determined at $4,814 in FY 2002, including $12 per pupil for increasing the high school minimum

‘The H.B. 650 model used 18 indicators (16 proficiency test results, attendance rate, and
graduation/dropout rate) to measure each school district’s performance due to the fact that the 6™ grade
proficiency tests (5) and science tests in all other grades (4) were relatively new at that time. The
evaluation of school district performance in FY 1996 initially produced 169 (27.8 percent of all districts)
high performing districts that met at least 17 out of 18 performance indicators. While the H.B. 94 model
and the H.B. 650 model used different numbers of performance indicators, both models produced similar
numbers of high performing districts. In other words, the standards used by these two models were
comparable.
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graduation credit requirement to 20 units.* The base cost formula amount is $4,949 in FY 2003 by
applying the same inflationary factor of 2.8 percent to the formula amount of $4,814 for FY 2002.

Various Adjustments to the Base Cost

The uniform base cost is the cornerstone of an adequate education funding model. However, any sound
school funding model needs to recognize the fact that students and school districts are not all the same. A
flat per pupil base cost funding will not ensure a similar adequate education opportunity for every student
in every district. A rational school funding model should provide additional funds above the base cost to
compensate individual districts for higher costs they may have to incur in order to provide an adequate
education to all students. Both H.B. 650 and H.B. 94 models include series of adjustments to the base cost
to account for individual districts’ unique characteristics. These adjustments mainly include the regional
labor market difference, special education, career-technical education, student poverty, and pupil
transportation. Through these adjustments, all expenditures (Table 1) that were previously excluded from
a district’s base cost were added back to level the playing field for every district. Federal revenues also
continue to flow to school districts outside of the model.

The Cost of Doing Business Factor (CDBF). As shown in Table 1, each district’s base cost used in the
model was deflated by its countywide CDBF within a 7.5 percent range in order to make the base cost
comparable from one district to another. In the actual base cost funding formula, each district’s base cost
is adjusted by the county-based CDBF, which attempts to measure the county-by-county systematic
differences in the regional labor market faced by school districts. This adjustment enables the formula to
provide additional aid to those districts which may have to incur higher labor costs in providing an
adequate education. Without this adjustment, school districts in counties with a high labor cost may be
forced to hire fewer teachers, resulting in a large class size. This would be particularly true for low wealth
districts in high labor cost counties, such as East Cleveland City School District in Cuyahoga County.
Wealthy districts may be able to overcome this obstacle by passing additional local levies. It should be
noted that the cost of doing business factor adjustment in the base cost funding formula merely reflects
the systematic wage differences from one county to another based on private sector wage patterns. On
average, about 80 percent of a school district’s operating budget is for salaries and fringe benefits.

Under the H.B. 650 model, each district’s base cost used in the model was deflated by its countywide
CDBF within an 18 percent range. Meanwhile, there was a phased-in approach to add back the full 18
percent range of CDBF beginning in FY 2004. Under this approach, the phased-in CDBF adjustment in
the base cost funding formula was 13.8 percent in FY 2001 and would have been 15.2 percent in FY 2002
and 16.6 percent in FY 2003. The H.B. 94 model eliminates this phase-in approach. It deflates the model
districts’ base expenditures by their respective CDBF within a 7.5 percent range and fully adds back the
same 7.5 percent range of CDBF in the base cost funding formula. As a result, the budget spends
approximately $130 million more over the biennium in funding the CDBF adjustment.

It should be noted that the base cost formula amount and CDBF are interdependent. With the same group
of model districts’ base expenditures, the base cost formula amount would be higher if they were deflated
by a smaller range of CDBF. Conversely, deflating the same base expenditures by a larger range of CDBF

“In its final report, the Joint Committee determined that it would cost $85 in per pupil base cost to fund an
additional 1.4 credits in FY 2002 (please see “Final Report of the Joint Committee to Re-Examine the
Cost of an Adequate Education,” December 31, 2000, for the detailed formula behind this determination).
Based on survey information, the 127 model districts had an average minimum graduation requirement of
19.8 credits in FY 1999. H.B. 94 establishes a minimum graduation requirement of 20 credits. The cost of
funding the additional 0.2 credits is therefore $12 [(0.2/1.4) x $85] per pupil in FY 2002.
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would produce a lower base cost formula amount. While the 7.5 percent range of CDBF produces a
statewide base cost formula amount of $4,814 in FY 2002, the CDBF method used by the H.B. 650 model
(an 18 percent range) would have produced a statewide base cost formula amount of $4,559 in FY 2002
based on the same 127 model districts’ adjusted base expenditures. The method selected results in a flatter
distribution of modeled costs (less disparities) and almost the same overall cost to the state.

Special Education. In addition to the base cost, the budget establishes a new six-weight system for special
education largely based on the recommendation of the Ohio Coalition for the Education of Children with
Disabilities. Special education students are grouped into six categories and assigned additional weights to
reflect higher costs required by special education services (Table 2). The new system is phased in at the
82.5 percent level in FY 2002 and at the 87.5 percent level in FY 2003. The state funding for special
education additional weight costs is equalized based on the wealth of school districts.

Table 2: Special Education Total Weight Categories
Category One: 1+ 0.2892 = 1.2892 - Speech only
Category Two: 1+ 0.3691 = 1.3691 — Specific Igarning disabled, developmentally handicapped, other health — minor
Category Three: 1 + 1.7695 = 2.7695 — Hearing impaired, vision impaired, severe behavior handicapped
Category Four: 1 +2.3646 = 3.3646 — Orthopedically handicapped, other health — major
Category Five: 1 +3.1129 = 4.1129 - Multihandicapped

Category Six: 1+ 4.7342 = 5.7342 — Autism, traumatic brain injury, both visually and hearing disabled

In addition to the base cost funding and weight funding, all special education students except for ‘“‘speech
only” students are also eligible for an additional “catastrophic cost” subsidy. The threshold is $30,000 per
pupil for category six students and $25,000 per pupil for students in categories two through five. The
threshold amounts are adjusted by an inflation factor of 2.8 percent in FY 2003. The budget provides $15
million per year for the catastrophic cost subsidy. The state will reimburse 50 percent of the cost
exceeding the thresholds and the state share of the other 50 percent of the cost exceeding the thresholds.
For an average wealth district, the state will pay 75 percent of the catastrophic costs. Prior to this budget,
this subsidy only provided for students identified as having autism, traumatic brain injury, or both visual
and hearing impairments. All catastrophic costs above the threshold were equalized based on the district’s
state share percentage of the base cost funding. An average wealth district was reimbursed at 50 percent
of the catastrophic costs.

Career-technical Education. Just like special education students, career-technical education students
enrolled in comprehensive high schools and joint vocational school districts are assigned additional
weights above the base cost to cover higher costs of vocational education services. The additional weight
is 0.57 for a career-technical FTE student enrolled in the workforce development program and 0.28 for a
career-technical FTE student enrolled in all other career-technical education programs. Every career-
technical FTE student also receives a weight of 0.05 for associated services (Table 3). The state funding
for career-technical education weights is also equalized based on each district’s wealth.
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Table 3: Career-technical Education Total Weight Categories
Workforce Development Program Weight: 1 + 0.57 = 1.57

Non-Workforce Development Program Weight: 1 + 0.28 = 1.28

0.05 - All Career-technical Education Program Associated Service Weight

Prior to the budget, career-technical education weights were 0.6 and 0.3 for the workforce development
program and the non-workforce development program, respectively. The budget adjusts these weights to
reflect the impact of the cost of doing business factor application policy change on the base cost formula
amount. As indicated earlier, if the H.B. 650 model’s CDBF method were retained, the base cost formula
amount would be $4,559 in FY 2002. Career-technical education weights of 0.6 and 0.3 would generate
an additional $2,735 ($4,559 x 0.6) and $1,368 ($4,559 x 0.3) in per FTE funding for workforce
development and non-workforce development students, respectively. The policy change in the CDBF
application results in a higher base cost formula amount of $4,814 in FY 2002. To maintain the same
intended additional funding dollar goal for career-technical education students, these weights need to be
adjusted. These adjustments produce weights of 0.57 (§2,735/$34,814) for a workforce development FTE
student and 0.28 ($1,368/%$4,814) for a non-workforce development FTE student. Due to the conventional
rounding method, the weight of 0.05 for the career-technical education associated service remains
unchanged. Of course, the other alternative for determining career-technical education weights is to
conduct a new study of the cost of career-technical education when the base cost model is updated.

Disadvantaged Pupil Impact Aid (DPIA). Tt is widely recognized that school districts with a high
concentration of students from low-income families often have to incur higher spending to provide similar
education services. The budget continues the 100 percent state funded DPIA program to level the playing
field for school districts with a high concentration of poverty. The program provides funding for all-day
and every day kindergarten, increasing instructional attention or reducing class size in grades K-3, and
safety and remediation measures.

DPIA funding is distributed based on each district’s DPIA index, which compares a district’s Ohio Works
First (OWF) student percentage to the statewide average OWF student percentage. School districts with a
DPIA index equal to or greater than one or with a three-year average formula ADM of at least 17,500 are
eligible for all-day and every day kindergarten funding. School districts with a DPIA index of between
0.6 and 2.5 are eligible for funding based on a sliding scale to reduce K-3 pupil/teacher ratios from 23:1
down to slightly above 15:1. Districts with an index of at least 2.5 will receive funding to reduce ratios to
15:1. School districts with a DPIA index between 0.35 and 1.0 are eligible for $230 per OWF student
funding for any safety and remediation measures districts elect to implement. Districts with an index
greater than one will receive $230 with the index adjustment per OWF student. For a district with an
index of two, per OWF student funding amount is $460 ($230 x 2).

The creation of a DPIA index has lessened the impact of the decline of the welfare caseload on the
amount of DPIA funding for individual districts. The budget adopts a new poverty indicator to further
stabilize DPIA funding beginning in FY 2004 — the earliest possible schedule for using the new indicator
based on the recommendations of the Legislative Office of Education Oversight (LOEO). Instead of using
the single measure of the number of students whose families participate in OWF, the new indicator uses
the unduplicated count of children whose families participate in four state welfare programs, including
OWE. Based on the LOEO research, the new indicator is likely to increase DPIA eligible students by 27.1
percent. State DPIA funding is likely to increase by 11.0 percent as a result. Since significant assumptions
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were needed to complete the estimates, these results should be viewed as fairly tentative, especially for
individual school districts.

A Statistical Pupil Transportation Funding Model

To promote transportation efficiency, the budget continues to use a multiple regression model with a
rough road subsidy to fund pupil transportation. The model uses an algebraic equation to predict each
district’s transportation cost based on each district’s daily bus mileage per ADM and its percentage of
pupils transported. The state funding is based on the transportation model cost instead of actual
transportation expenditures. The state reimbursement rate i1s 57.5 percent in FY 2002 and 60 percent or
the district’s state share percentage of the base cost funding, whichever is greater, beginning in FY 2003.
The additional rough road supplement is provided to mainly sparse rural districts in counties with a high
percentage of rough roads as defined by the Department of Transportation.

Summary of an Adequate Education Cost Model

In summary, the model adopted by the 124” General Assembly to determine the cost of an adequate
education includes three main components: (1) base cost; (2) adjustments to the base cost to account for
uncontrollable cost factors individual districts face in providing an adequate education (including the
regional labor market cost, special education, career-technical education, and DPIA); and (3) a statistical
pupil transportation model. Federal revenues that are beyond the control of state and local school districts
will continue to flow independently of the model. (Most of the federal dollars are distributed based on
poverty.) The adequate education cost model includes both state and local costs. The total cost of an
adequate education for an individual district is determined by the model that takes into account the
characteristics of the district and its students. Once total model cost of an adequate education is
determined for a school district, the foundation SF-3 formulas are used to determine an equitable way of
sharing the district’s total model cost between the state and the district (see next section for details).

FUNDING FORMULAS FOR AN ADEQUATE EDUCATION MODEL COST

As indicated earlier, the performance based model adopted by the General Assembly determines the total
state and local cost of an adequate education for an individual district. Once the total cost of an adequate
education is established, the state share is largely equalized based on each individual district’s property
wealth. The GRF and lottery appropriations for the department total $17.7 billion in the FY 2002-
FY 2003 biennium. Of this amount, an estimated $11.5 billion will be distributed to the 612 school
districts and the 49 joint vocational school districts through equalized foundation SF-3 formulas, named
after the form used by the department to calculate the state share of an adequate education model cost for
each individual school district. Gap aid is also an essential part of the formula since it provides subsidies
to eligible districts to ensure they receive the full amount of state and local revenues to fund the model
cost of an adequate education. These various formulas are discussed in the following sections.

Base Cost Funding Formula

The purpose of the base cost funding formula is to guarantee every student receives the same per pupil
base cost funding with the CDBF adjustment from the combination of state and local revenues at 23 mills.
The formula neutralizes the effect of different levels of property wealth on school districts’ abilities in
funding the base cost. The expression of the base cost funding formula can be seen in Table 4. The
discussion of various formula variables follows.
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Table 4: Base Cost Funding Formula
Total Base Cost = State Share + Local Share (Charge-off)

Total Base Cost = Per Pupil Base Cost Formula Amount x CDBF x Formula ADM

Charge-off = Total Recognized Valuation x 23 Mills

Total Base Cost

Total base cost for a school district is essentially a result of multiplying the per pupil base cost formula
amount with the CDBF adjustment by the number of students enrolled in the district.

Base Cost Formula Amount. As indicated earlier, the 124™ General Assembly continues to use a
performance based method to determine the base cost of an adequate education. The formula amount
determination is independent of the state budget preparation process. The so-called residual budgeting
phenomenon has been eliminated. The updated base cost formula amount is $4,818 in FY 2002. With an
inflationary adjustment, the formula amount is $4,949 in FY 2003. The General Assembly is required to
update the cost of an adequate education every six years. For years between updates (FY 2003-FY 2007),
the base cost formula amount will be adjusted by a minimum inflationary factor of 2.8 percent per year.

Cost of Doing Business Factor. To compensate school districts for higher costs they may have to incur to
provide an adequate education due to the county by county systematic differences in the regional labor
markets, the formula amount is adjusted by the countywide based CDBF. The budget permanently freezes
the range of CDBF at 7.5 percent with the lowest factor of one for Galia County and the highest factor of
1.075 for Hamilton County. The adjusted formula amount of $5,175 ($4,814 x 1.075) in FY 2002 for
school districts in Hamilton County is viewed as equivalent to the formula amount of $4,814 in Galia
County. In other words, to ensure a similar ability to provide an adequate education, the formula provides
7.5 percent more in the base cost funding to districts in Hamilton County than it provides to districts in
Galia County. The cost of the CDBF adjustment totals approximately $670.1 million over the biennium.
Counties with the highest labor market costs in the state are Hamilton, Cuyahoga, Butler, Warren, and

Summut.

Formula ADM. Total base cost calculations for a given year are based on the so-called October count, or
the average daily membership (ADM) of students during the first full week of October classes for that
fiscal year. The formula ADM is an adjusted October count. All K-12 students, including special and
career-technical education students, are included, but kindergarten students are counted at the 50 percent
level and JVSD students are counted at the 25 percent level.

The growth of public school student enrollment in the 1990s reached its peak in FY 1998 and the
enrollment has decreased consistently since then. The statewide formula ADM is projected to decrease by
0.3 percent per year in the FY 2002-FY 2003 biennium. Enrollments are estimated to decline in about 397
school districts (or 65 percent of all districts) in FY 2002. As one of the several measures to minimize the
fluctuation in state aid due to declining enrollments, the greater of current year or 3-year average formula
ADM is used in the base cost funding formula. As a result, the state funds more than 31,000 students who
are not enrolled in any school over the biennium with a cost of approximately $134.7 million.
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Local Share (23 Mills Charge-off)

Each district’s local share of the base cost funding is a uniform 23 mills of local property tax levies as
follows:

Charge-off = Total Recognized Valuation x 0.023

This charge-off method assumes ]

23 effective mills against all Chart 2: Per Pupil Charge-off by Valuation Per Pupil
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carryover real property in ; $4.000
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share under this method has an 5 S1.000

upward linear straight line $- 4 . : ,
relationship with each district’s $20,000 $70,000 $120,000 $170,000 $220,000
valuation per pupil, i.e., higher Valuation Per Pupil

per pupil valuation, higher per
pupil charge-off (see Chart 2). This method is closely connected to each district’s actual property wealth.

Recognized Valuation. Property value in Ohio is divided into four major categories: (1) Class I
(residential and agricultural real property); (2) Class II (commercial, industrial, and mineral real
property); (3) public utility personal tangible property; and (4) other personal tangible property. Class I
and Class II are commonly referred to as real property. A typical school district’s property value
composition is as follows: 59.7 percent in Class I; 19.6 percent in Class II; 8.0 percent in public utility;
and 12.7 percent in other personal tangible. However, the composition for each individual district varies
widely across the state.

Real property is updated every three years and reappraised every six years in Ohio. School districts
generally will experience significant increases in real property value in the reappraisal or update year.
Revenue from voted operating mills on existing (carryover) real property, however, does not grow with
appreciation in value of property due to H.B. 920. Millage rates are generally adjusted downward to
maintain the same dollar amount of revenue from levies. For example, a school district may have a 15
percent increase in real property valuation in a reappraisal year and end up with only 2.3 percent growth
in revenue from real property. However, the previous base aid formula used the full growth value and
assigned a 15 percent increase in local share for the district in that reappraisal year. While the effect of
that increase was at least partially offset by the increase in the formula amount, a district’s state aid would
sometimes decrease by a significant percentage in that year. The state funding fluctuated along the
reappraisal/update cycles. (This was never a fair comparison because a three-year increase in value was
matched against an annual increase in the formula amount.)

To minimize the fluctuation in state funding due to reappraisal/update cycles, Am. Sub. H.B. 215 of the
122™ General Assembly adopted the “recognized” valuation provision. Beginning in FY 1998, a school
district’s inflationary increase in carryover real property in the reappraisal/update year has been
“recognized” evenly over a three-year phase-in period. If a district experiences a 15 percent inflationary
increase in real property in a reappraisal year, the base cost formula only recognizes a 5 percent increase
in that year, 10 percent increase in the following year, and the full 15 percent growth in the third year. In
other words, in the third year recognized valuation equals assessed valuation. On average, the recognized
valuation provision lowers the charge-off by approximately $125 million statewide per year.
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Income Factor. An income factor was first adopted in the base cost funding formula in FY 1996. It
originally lowered valuations for districts with median incomes below the statewide median and adjusted
valuations upward for districts with median incomes above the statewide median. The adjustment applies
to a uniform per pupil valuation of $60,000 to standardize the benefit of the income factor. By altering a
district’s true property wealth in the eyes of the formula, the income factor adjustment provided more
(less) state aid to low (high) personal income districts than if their “true” valuations were used in the
calculations. For example, while the formula amount was $3,851 in FY 1999, the usage of the income
factor adjustment caused the state to provide less than $3,851 in the base cost funding for students in
higher income districts and more than $3,851 for students in lower income districts. In response to
DeRolph I, the 122™ General Assembly eliminated the income factor adjustment for higher income
districts beginning in FY 2000 to ensure an adequate education for students in every district regardless of
the district’s wealth. Meanwhile, it continued the adjustment (at the 4/15 level) for lower income districts
to further increase state aid (above the base cost funding level) to districts where taxpayers have a low
ability to pay property taxes.

It is clear that the base cost funding formula requires the state to provide equalized state aid to ensure the
same per pupil base cost funding adjusted by CDBF for every student in every district. The property or
income wealth of a district has no impact on the district’s ability in funding the base cost. The purpose of
the income factor adjustment is to distribute additional state aid within the base cost funding program to
help lower income districts provide educational services beyond the adequacy level. The budget
eliminates the income factor adjustment in the base cost funding formula and moves the personal income
wealth consideration into newly established Parity Aid, which provides equalized state aid for local
education enhancements (see section “Funding Model and Formula for Education Beyond Adequacy” of
this analysis for details).

State Base Cost Funding

To determine the amount of state base cost funding for each individual district, the formula first calculates
total base cost for a given number of students enrolled in the district. The formula then calculates the
district’s share (or charge-off), which is a fixed amount of local revenues generated by 23 mills of
property tax levies. The difference between a district’s total base cost and its charge-off amount is
deemed as the state base cost funding by the formula.

State Base Cost Funding = District’s Total Base Cost — District’s 23 Mill Charge-off

Total statewide base cost for the 612 school districts is projected at approximately $17.5 billion over the
biennium. The biennial local share is approximately $9.0 billion. The state base cost funding (excluding
any guarantee) amounts to approximately $8.5 billion over the biennium.

Since the formula requires the state to provide funding to make up the difference between the total base
cost and the 23 mill charge-off for every district, it effectively guarantees the same per pupil base cost
funding with the CDBF adjustment from the combination of state and local revenues at 23 mills for all
Ohio school children. The same 23 mill property tax levies generate more local revenues in high property
wealth districts than they do in low property wealth districts. However, the formula requires the state to
provide more base cost funding for low wealth districts. In other words; the state share percentage of the
base cost funding is higher for a low wealth district than that for a high wealth district.
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“Marginal” Students vs. State Share Percentage (Average Per Pupil Base Cost Funding)

While the average per pupil base cost funding is a widely used statistic indicating the state share
percentage of the base cost funding for an individual school district, the base cost funding formula itself
does not operate based on the average per pupil base cost funding. A district’s total property value does
not depend on the number of students in the district. The district’s formula share is a fixed amount of
revenues generated by 23 mills of local property tax levies. When adding or subtracting students from the
formula, the vast majority of districts will gain or lose the full formula amount with the CDBF
adjustment, instead of average per pupil base cost funding, for every student being added into or
subtracted from the formula ADM. These students are commonly referred to as “marginal” students.

To determine the state base cost funding for a school district in a given year, the formula first looks at
how many students can be supported by the fixed amount of local charge-off revenues (or the break-even
ADM number). If the number of students for a district is less than the number of students supported by
the 23 mills (the district is very wealthy and above the formula equalization level), the district is not
eligible for any state aid from the formula calculation alone since the total base cost for the district is
equal to or less than the 23 mill charge-off amount. For every marginal student above the break-even
ADM number, the formula requires the state to pay the full formula amount with the CDBF adjustment
for the district. Conversely, the district would lose the full formula amount with the CDBF adjustment
when it loses a “marginal” student.

The state share percentage (or average per pupil base cost funding) is an end result of the formula. The
base cost funding formula does not operate based on each district’s state share percentage. Rather, it
produces a state share percentage for a given number of students. The district’s state share percentage (or

average per pupil base cost funding) changes when students are added into or subtracted from the formula
because the total base cost funding amount changes.

The State Share Percentage of the Base Cost Funding (excluding guarantee)

The base cost funding formula produces an equalized state share percentage (excluding guarantee) of the
base cost funding for every district. This percentage is then used to equalize additional state funding for
various adjustments to the base cost funding, such as special education, career-technical education, and
pupil transportation (beginning in FY 2003). In FY 2002, the estimated state share percentage ranges
from zero percent for 21 districts with above the formula equalization wealth levels to approximately 93.8
percent for the district with the lowest charge-off valuation per pupil in the state. The average state share
percentage is 48.4 percent. However, the median state share percentage is 56.3 percent in the same year.
In other words, about 306 districts receive more than 56 percent of their base cost funding from the state.
Also, approximately 374 school districts (or 61.1 percent of all districts) receive more than 50 percent of
their base cost funding from the state.

Public Utility Property Assessment Rate Reduction — S.B. 3 and S.B. 287 of the 123" General Assembly

S.B. 3 and S.B. 287 of the 123" General Assembly, among other things, reduce the tangible personal
property assessment rates to 25 percent for all non-transmission and non-distribution of both for profits
and rural electrics and natural gas. Before these changes, public utility property was assessed at rates from
50 percent, 88 percent, to 100 percent of true value. These tax changes first apply to tax year 2001. Thus,
they will affect the property tax revenues to school districts and other local government beginning in
calendar year 2002 and will affect state foundation payments to school districts beginning in FY 2003.
S.B. 3 and S.B. 287 also establish excise taxes on usage of electricity and distribution of natural gas to
provide replacement revenues for all taxing districts for at least five years equal to their tax value losses
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as determined by the Department of Taxation. (The revenue replacement for a bond levy would last for
the duration of the levy.)

The school district replacement mechanism is tied in with the school foundation formulas. A decrease in a
district’s taxable value will increase the amount of state aid paid to the district under the formulas. In
recognition of this formula effect, S.B. 3 and S.B. 287 divide school district replacement revenues into
two parts: GRF for state foundation aid and non-GRF for direct school district property tax replacement.
In other words, school districts are to be compensated for their tax value losses in the first 23 mills from
the state foundation formulas. Any millages above the foundation program are to be paid from non-GRF
School District Property Tax Replacement Fund (Fund 053). On average, school districts levy 45 mills in
public utility tangible taxes.

According to the Department of Taxation, tax value loss as a result of S.B. 3 and S.B. 287 totals
approximately $4.4 billion. The estimated per pupil tax value loss ranges from $152 to $129,260 with an
average of $2,622 per pupil or approximately two percent of value on average. Tax value losses affect all
but one district. (One district actually gains taxable value due to S.B. 3 and S.B. 287.) Based on the
current available data, school districts will receive approximately $91.5 million in additional state
foundation aid in FY 2003 for their tax value loss due to changes made by S.B. 3 and S.B. 287. In
addition, the budget provides $102.0 million in FY 2002 and $115.9 million in FY 2003 in state special
revenue funds for school district property tax replacements (item 200-900). On average, school districts
will receive approximately $68 per pupil per year in non-GRF school district property tax replacement
aid.

Equity Aid Phased-Out

Equity aid was first created in FY 1993 against the backdrop of the DeRolph case to target more state aid
to low wealth districts. At the peak of equity aid (FY 1998), it equalized an additional 13 mills (above 23
mills) to the 48" percentile district’s wealth level with no additional local effort requirement. A total of
292 low wealth districts received $109.4 million in equity aid in FY 1998; the poorest district in the state
received more than $700 in per pupil equity aid. The 122™ General Assembly began to phase-out equity
aid with the commitment of bringing every district to the same adequate education level. Under H.B. 282
of the 123" General Assembly, the 117 lowest wealth districts would be eligible for equity aid at 9 mills
in FY 2002. There would be no equity aid beginning in FY 2003.

The 124"™ General Assembly recognizes the importance of equalizing local enhancement revenues in
order to narrow overall spending disparities among school districts. To this end, the budget establishes a
better defined Parity Aid model to fund education enhancements (see section “Funding Model and
Formula for Education Beyond Adequacy” of this analysis for details). The budget also slows the phase-
out of equity aid in recognition of the parity aid phase-in. From FY 2002 to FY 2005, every year the 117
lowest wealth districts will be eligible for equity aid at 9 mills, but at the 100, 75, 50, and 25 percent
levels, respectively (see Table 5).

Table 5: Equity Aid =
(Threshold valuation per pupil — District’s valuation per pupil) x 9 mills x Formula ADM x State Payment %

Threshold = The 118" lowest wealth district’s valuation per pupil

State payment % = 100% - FY 2002; 75% - FY 2003; 50% - FY 2004; 25% - FY 2005.
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The budget appropriates $23.5 million in FY 2002 and $20.0 million in FY 2003 for equity aid. If the
General Assembly were to follow the original phase-out schedule, there would be no equity aid in
FY 2003. In other words, the budget provides an additional $20.0 million in equity aid. Under the budget,
equity aid will be completely phased out beginning in FY 2006 while parity aid will be fully implemented
in the same year.

Additional Funding for Special Education

Special Education Weight Cost Funding. The budget establishes a new six-weight system to provide
additional funding for special education. In addition to the base cost funding, special education students
are grouped into six categories and assigned additional weights to reflect higher costs of special education
services. The state share of the special education weight cost funding is equalized based on each district’s
share percentage of the base cost funding (see Table 6a).

Table 6a: State Special Education Weight Funding =

Total Special Education Weights x Formula Amount x District’s State Share % x State Payment %

State Payment % - 82.5% in FY 2002 and 87.5% in FY 2003.

In FY 2001, there were about 201,643 special education students, representing 11.8 percent of total
students in the 612 school districts. Over $600 million in state special education weight funding will be
distributed over the biennium.

Speech Service Supplement. The budget also continues to fund the state share of supplemental funding for
one speech service personnel for every 2,000 ADM (see Table 6b). The personnel allowance is $30,000

per year. The formula provides approximately $24.7 million over the biennium for speech service
supplement.

Table 6b: State Speech Service Funding =

(Formula ADM /2,000) x $30,000 x District’s State Share %

Additional Funding for Career-technical Education

Career-technical Education Weight Cost Funding. Just like special education students, career-technical
education students receive additional funding above the base cost funding. The additional weight is 0.57
for a career-technical FTE student enrolled in the workforce development programs and 0.28 for a career-
technical FTE student enrolled in all other career-technical education programs. All career-technical
education students also receive a 0.05 weight for associated services. The state career-technical education
weight funding is also equalized based on each district’s state share percentage (see Table 7a). More than
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$90 million in career-technical education weight funding will be distributed to the 612 school districts
over the biennium. Additional amounts are distributed to the 49 joint vocational school districts for the
same purpose (see section “JVSD SF-3 Funding Formula” of this analysis for details).

Table 7a: State Career-technical Education Weight Funding =

Total Career-technical Education Student Weights x Formula Amount x District’s State Share %

It should be noted that the funding for associated services will eventually be transferred to lead career-
technical education planning districts that actually provide these services. The same weights also apply to
students enrolled in joint vocational school districts.

GRADS Teacher Grants. The budget funds equalized state grants for up to 225 full-time equivalent
GRADS (Graduation, Reality, and Dual-role Skills) teachers approved by the department. The grant funds
the state share of the personnel allowance of $46,260 per GRADS teacher in each year (see Table 7b).
Most GRADS teachers are currently employed by joint vocational school districts. The bulk of the
estimated biennial $13.0 million in GRADS teacher grants would therefore go to the 49 joint vocational
education school districts.

Table 7b: State GRADS Teacher Grant =

.

$46,260 x Approved GRADS Teacher FTE(s) x District’s State Share %

Gifted Unit Funding

The budget continues unit funding for gifted education and increases the number of state funded gifted
units from 1,000 in FY 2001 to 1,050 in FY 2002 and to 1,100 in FY 2003. Unit funding is largely
unequalized and funds part of gifted education personnel cost based on the following formula:

Table 8: State Gifted Unit Funding =

Approved Unit Numbers x [Salary Allowance + 15% Fringe Benefits + Classroom Allowance ($2,678) +
Supplemental Unit Allowance ($5,241)]

Salary allowance is based on the state minimum teacher salary schedule prescribed by law. The classroom
allowance has remained steady for many years. The supplemental unit allowance remains at the FY 2001
funding level. Approximately 50 percent of the supplemental unit allowance is equalized based on each
district’s state share percentage. There is no equalization component for gifted units located in
educational service centers. Approximately 20 percent of gifted units are currently located in the
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educational service centers. The state gifted unit funding will amount to about $80 million over the

biennium. The unit reimbursement value will largely remain at the FY 2001 level of approximately
$36,850 in each year. .

Disadvantaged Pupil Impact Aid (DPIA)

The budget adopts a new poverty indicator for the DPIA program beginning in FY 2004 — the earliest
possible schedule for using the new indicator based on the recommendations of the Legislative Office of
Education Oversight. Instead of using the single measure of the number of children whose families
participate in Ohio Works First (OWF), the new indicator will use the unduplicated count of children
whose families are enrolled in four state welfare programs, including OWF. Based on LOEO research, the
new indicator is likely to increase DPIA eligible students by about 27 percent. The state DPIA funding is
likely to increase by approximately 11 percent as a result. Because significant assumptions were made in
order to complete the estimates, these results should be viewed as fairly tentative estimates.

Meanwhile, the budget continues to use OWF student counts as the poverty indicator for the FY 2002-FY
2003 biennium. Funding is distributed based on the DPIA index, which compares each district’s OWF
student percentage to the statewide average OWF student percentage. When a district’s OWF student
count and the statewide OWF student count decrease at the same time, the district’s index count could
remain unchanged or could change by a smaller magnitude. The program funding stability increases as a
result of tying a district’s funding level to the index.

All-day and Every Day Kindergarten Funding. School districts with a DPIA index greater than or equal to
one or with a three-year average formula ADM of at least 17,500 are eligible for all-day and every day
kindergarten funding. The appropriation generally assumes eligible districts will provide this service to all
of their kindergarten students in order to make the maximum amount of funding available for the

program. However, the actual funding amount is based on each district’s percentage of kindergarten
students that actually receive this service as follows:

Table 9: All-day and Every Day Kindergarten Funding =

Kindergarten ADM x 50% x Formula amount x Actual all-day kindergarten percentage

(The other 50 percent of kindergarten ADM is included in formula ADM to qualify for the base cost funding)

The change in a district’s DPIA index from slightly above one to slightly below one or vice versa could
have a significant impact on the district’s all-day kindergarten funding. The budget guarantees school
districts that actually provided all-day kindergarten in the previous year will continue to be eligible for
this funding in the next year regardless of their index numbers.

The budget provides $220.8 million over the biennium for eligible districts to provide this service. In FY
2001, $96.8 million was allocated to fully fund all-day kindergarten in all 106 eligible districts and $87.5
million (or 90.4 percent) was distributed to 99 districts that actually provided this service. The other seven
eligible districts did not receive funding due to the lack of all-day and every day kindergarten service.

K-3 Class Size Reduction. School districts with a DPIA index of greater than or equal to 0.6 are eligible
for funding to reduce K-3 pupil/teacher ratios ranging from 23:1 to 15:1 depending on districts’ poverty
levels. Districts with a DPIA index greater than or equal to 2.5 will receive funding to reduce ratios to
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15:1. Districts with a DPIA index greater than or equal to 0.6, but less than 2.5, will receive funding
based on a sliding scale to reduce pupil/teacher ratios ranging from 23:1 down to 15:1.

The formula assumes that every eligible district currently has a student to teacher ratio of 23:1. Then, the
formula identifies how many additional teachers would be needed to reduce an eligible district’s ratio
down to 15:1 according to a sliding scale based on its poverty level and provides funding for the district
to hire new teachers. The cost of hiring a new teacher is set at $42,469 in FY 2002 and $43,658 in
FY 2003. An estimated $226.2 million is provided over the biennium to fund K-3 class size reduction in
approximately 165 eligible school districts.

Safety and Remediation Measures. School districts with a DPIA index greater than or equal to 0.35 are
eligible for funding for any safety measures and remediation programs districts elect to implement at
approximately $230 per ADC/OWEF student. The $230 per pupil subsidy amount is adjusted by a district’s
DPIA index if the district’s index is greater than one. For example, for a district with an index of two, per
ADC/OWF student subsidy amount is $460 ($230 x 2). For a district with an index of 2.5, per ADC/OWF
student subsidy amount is $690 ($230 x 2.5). An estimated $184.2 million is provided over the biennium
for safety and remediation measures.

It should be noted that the amount of state DPIA funding is driven by the formula calculations. Based on
the current estimate, the program will provide approximately $699.9 million over the biennium to districts
with certain levels of poverty. Of this amount, approximately $460.1 million (65.7 percent) goes to the
Big 8 urban districts.

Pupil Transportation

Multiple Regression Model. To promote efficiency, the budget continues to use a regression model to
distribute the bulk of funding for regular pupil transportation. The model is based on a statewide analysis
of each district’s daily bus mileage per ADM and pupil transported percentage. The FY 2000 data
analysis yields a simple algebraic equation that can be used to predict the expected transportation cost per
ADM for each district as follows:

Cost per ADM = 67.710558 + (165.825598 x Daily Miles per Total ADM) + (124.670680 x Transported Pupil %)

Under the H.B. 650 schedule, the state reimbursement rate is 57.5 percent of each district’s predicted cost
in FY 2002 and 60 percent beginning in FY 2003. The budget increases the reimbursement rate in
FY 2003 to the greater of 60 percent or the district’s state share percentage of the base cost funding. This
provision significantly benefits low wealth districts with a high intensity of transportation service need. It
provides an additional $10.7 million in state funding to about 248 school districts with state share
percentages higher than 60 percent.

Rough Road Supplement. The budget continues the rough road subsidy to provide additional
supplemental funding to sparse rural districts in counties with high rough road percentages for their
higher pupil transportation costs. To be eligible for this supplement, a district must have a below
statewide average pupil density (number of students per square mile) and a higher than the statewide
average rough road percentage. The maximum rough road subsidy is $0.75 per mile. Based on the current
estimates, 111 districts will receive approximately $3.3 million each year in rough road supplemental
funding.
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It should be noted that the regression model only includes funding for two main types of pupil
transportation methods: board-owned and operated school buses (type one) and contractor-owned and
operated school buses (type two). A small percentage of regular students are transported by four other
methods. Payments for types three through six continue to be made pursuant to the rules established by
the State Board of Education. It is estimated that the state funding for regular pupil transportation will
amount to approximately $598.2 million over the biennium.

The budget also provides funding for special education pupil transportation. This funding was
significantly improved beginning in FY 2000. The state reimbursement rate is now the same as that for
regular pupil transportation, i.e., 57.5 percent in FY 2002 and the greater of 60 percent or the state share
percentage of the base cost funding beginning in FY 2003. However, the state reimbursement for special
education transportation has historically been based on actual expenditures reported by school districts
and is made outside the foundation SF-3 formula. It is estimated that the state funding for special
education pupil transportation will amount to approximately $98.4 million over the biennium.

Excess Cost Supplement — New

The budget establishes a new excess cost supplement in FY 2003 to limit local formula share of special
education, career-technical education, and pupil transportation model costs to a maximum of three mills
of local property tax levies. If a school district’s local share of model costs for these three items exceeds
three mills, the state will pay for the amount above three mills. If the district’s local share is less than
three mills, it will not be affected by this provision.

The local share of special and career-technical education is already equalized based on a district’s state
share percentage of the base cost funding. For a given service need, the local required share would result
in the same number of mills. However, the need for these services can vary greatly from one district to
another, especially for certain individual districts. Therefore, the local share of these items could require
different levels of local property tax levies. For example, the estimated local share for transportation as
well as special and career-technical education model costs ranged from less than one mill to more than
seven mills with a statewide average of three mills in FY 2001.

By establishing the excess cost supplement, the budget effectively puts a cap on the maximum required
local contribution (26 mills) on funding the model cost of an adequate education. It provides an estimated
$31.1 million in state funding to over 40 percent of school districts in FY 2003. Per pupil benefit ranges
from less than $10 in some districts to more than $300 in a few districts with an average of $48 for all
eligible districts.

Table 10 shows examples of estimated excess cost supplement payments for five districts. It can be seen
from the table that a required higher local millage rate is primarily due to a higher need for these services.
The excess cost supplement intends to ensure school districts will not be overburdened by the local share
of the formula costs for these items. It will allow school districts (especially those low wealth districts)
that make a greater effort to enhance their education services to have more local revenues available for
their local enhancement purposes. The higher need for transportation service generally concentrates on
rural southeastern Ohio school districts. The higher need for special education services, however, also
affects many medium and even a few high wealth suburban districts.
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Table 10: Examples of Excess Cost Supplement
Charge-off Value Per Pupil | Per Pupil Revenue @ 3 Mills Per Pupil Formula Share Per Pupil Excess Cost Supplement
$34,062 $102.2 ($34,062 x 0.003) $221.3 $119.1 ($221.3 - $102.2)
$55,542 $166.6 ($55,542 x 0.003) $209.4 $42.8 (3209.4 - $166.6)
$114,687 $344.1 ($114,687 x 0.003) $391.2 $47.2 (3391.2 - $344.1)
$130,414 $391.2 ($130,414 x 0.003) $477.7 $86.5 ($477.7 - $391.2)
$188,011 $564.0 ($188,011 x 0.003) $629.9 $65.8 ($629.9 - $564.0)

The SF-3 Funding Guarantee

The guarantee provision provides more state aid than the amounts determined by the formula to eligible
districts. School districts are guaranteed to receive their FY 1998 fundamental aid (SF-3 minus
transportation funding) amounts. An estimated $83.1 million is provided over the biennium to eligible
districts because of the FY 1998 fundamental aid guarantee provision. The guarantee amount has been
declining in recent years largely due to the rapid state aid increases. In the FY 2000-FY 2001 biennium,
the FY 1998 fundamental aid guarantee amounted to $133.2 million.

Charge-off Supplement (Gap Aid) Expansion

One of the most significant but least understood new features in H.B. 650 of the 122™ General Assembly
is the charge-off supplement (more commonly know as gap aid) provision. Gap aid previously filled any
missing local revenues for every district’s formula share of the base cost funding as well as special and
career-technical education weight costs. It assures every district has the full amount of state and local
revenues to fund the cost of these items. It also effectively ensures the local share of the base cost funding
as well as special and career-technical education weight cost funding does not depend on the locally voted
property tax system.

The budget extends gap aid to include the local share of transportation model cost and provides $69.6
million over the biennium for the program. Due to the establishment of the excess cost supplement and a
higher pupil transportation reimbursement rate, the need for gap aid declines in FY 2003. Gap aid is now
calculated as follows:

Table 11: Gap Aid =
+ Local share of the base cost funding (23 mill charge-off)
+ Local share of special education weight cost funding
+ Local share of career-technical education weight cost funding
+ Local share of transportation model cost funding
- Excess cost supplement

- Total local operating revenues (including property taxes and school district income taxes)

Including the local share of transportation model cost funding in gap aid calculations may seem to be
subtle, but it has significant implications. It is clear that the gap aid formula requires the state to fill any
missing local revenue to ensure every district has sufficient local revenue to meet its total local share of
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an adequate education model cost assigned by the formulas. Some districts do not have the equivalent of
up to 26 effective mills to meet its local share requirement due either to the H.B. 920 reduction factor or
that districts simply do not levy these mills. However, the state provides supplemental funding to fill the
gap. Therefore, the local share of an adequate education model cost is guaranteed for every district and is
not dependent on the locally voted property tax system. Gap aid eliminates “Type " phantom revenue, as
recognized by DeRolph II, which results from the fact some districts may not have sufficient millage to
meet the required local share under the formulas. It effectively guarantees every district receives both

state and local shares of the adequate education model costs and therefore ensures funding for education
adequacy for every district.

It should be noted that the cost of gap aid and the excess cost are somewhat interdependent. For example,
if two districts both have the same total formula local share of 27 mills (23 mills for the base cost funding
and 4 mills for special education, vocational education, and pupil transportation), District 1 has an amount
of local operating revenue equal to 22 mills of property tax levies and District 2 has 26 mills. District 1
would receive an amount of state subsidy equal to one mill (4 mills — 3 mills) of levy from the excess cost
supplement and the equivalent of 4 mills (26 mills — 22 mills) of levies from gap aid. District 2 would be
eligible for an equivalent of one mill (4 mills — 3 mills) of levy from the excess cost supplement. If there
were no excess cost supplement, District 1 would receive an amount of state subsidy equal to 5 mills
(27 mills — 22 mills) of levies from gap aid. District 2 would also be eligible for the equivalent of 1 mill
(27 mills — 26 mills) of levy from gap aid.

JVSD SF-3 Funding Formulas

The 49 joint vocational school districts serve approximately 35,000 career-technical education students
from their 495 associate districts. They are funded through separate SF-3 formulas that are parallel to the
ones used to fund the 612 school districts. The JVSD SF-3 funding formulas also include the base cost
funding, special education weight, speech service supplement, career-technical education weight, and
GRADS teacher grants. Joint vocational school districts are guaranteed to receive at least their FY 1999
funding amounts.

The charge-off millage rate for the JVSD base cost funding formula is 0.5 mills. The estimated state share
percentage of the base cost funding ranges from zero percent to almost 90 percent with an average of 66
percent in FY 2002. Forty-one out of the 49 JVSDs will receive more than 50 percent of the base cost
funding from the state. Two are above the formula equalization level with a zero percent state share
percentage and state share percentages for the remaining six districts range from 13 to 46 percent.

The state funding for career-technical and special education for JVSDs is also equalized based on an
individual district’s state share percentage. It is estimated that the JVSD SF-3 funding will amount to
more than $383 million over the biennium.

Summary

As indicated earlier, the cost of an adequate education for an individual school district does not depend on
the property or income wealth of the district. Rather, it depends on a model that takes into account the
characteristics of the district and its students. The model produces similar amounts of total costs of an
adequate education for two districts with similar circumstances. Meanwhile, a school district with a

higher need (for example, a higher concentration of poverty or special education students) will have a
higher per pupil cost under the model.
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Once the model cost of an adequate education is determined, various foundation SF-3 formulas are used
to determine an equitable state and local share of the adequate education cost. These formulas ensure
every district receives sufficient state and local revenues to fund the model cost of an adequate education.
There are little disparities in the adequate education level (see Chart 3).

Chart 3: State & Local Share of Per Pupil Adequacy Cost by Wealth Based Quartile,
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Chart 3 groups the 612 school districts into quartiles based on property wealth with Quartile 1 having the
lowest average per pupil recognized valuation and Quartile 4 having the highest average per pupil
recognized valuation. Each quartile includes approximately 25 percent of total students statewide. It can
be seen from the chart that per pupil adequacy cost has no relationship with a district’s property or income
wealth. While Quartile 1 has the lowest property wealth in the state, its per pupil adequacy cost is actually
slightly higher than the other three quartiles and is also higher than the state average. This is due to the
fact that Quartile 1 districts tend to have a higher need (poverty, transportation, special education, etc.).
Overall, all four quartiles have similar amounts of per pupil adequacy cost under the model ($6,214,
$5,896, $5,951, and $5,780, respectively). Small differences are legitimate due to differences in
characteristics of students and school districts in each quartile. They are not due to the wealth level of
each quartile.

Various components of foundation SF-3 formulas are used to provide equalized state aid to neutralize the
impact of property wealth on districts’ abilities in funding the model cost of an adequate education. The
state share percentages of an adequate education for quartiles 1 to 4 are 72.1, 59.5, 47.4, and 26.9 percent,
respectively. With combined state and local revenues, each district is guaranteed funding for the model
cost of an adequate education. The model and its funding formulas effectively guarantee an adequate
education for every school district in the state. Therefore, there are no disparities in the adequacy
education level.
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Chart 4: State, Local, and Federal Shares of Per Pupil Operating Revenues by Wealth
Based Quartiles, FY 2000
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FUNDING MODEL AND FORMULA FOR EDUCATION BEYOND ADEQUACY — PARITY AID
Where Are The Disparities?

There are no disparities in the adequate education level as indicated earlier. Then, where are the
disparities? As shown in Chart 4, spending above the adequacy level is the origin of disparities. In Chart
4, school districts are grouped based on the same method used in Chart 3. While there is little difference
in the four quartiles in Chart 3, in Chart 4 the average amount of per pupil total revenues available for
Quartile 4 districts is more than $900 higher than that for Quartile 1 districts. Quartile 4 districts on

average raise more than $3,400 per pupil in local revenues to support their higher spending. (Lower state
and federal revenues reduce the total revenue advantage to the net level of $900.)

Under Ohio’s school funding system, there is no limit on the amount of additional taxes local residents
can approve for their schools. The state foundation program equalizes approximately 72 percent of local
operating revenues and the other 28 percent (about $1.9 billion in FY 2002) is available for local school
districts to provide education services beyond adequacy. The 25 percent of students in the wealthiest
districts (about 20 percent of all districts) have a disproportionate share of local enhancement revenues.
Without a major property tax reform or increasing the foundation program charge-off millage rate, the
state would have to somewhat equalize spending above adequacy if it wishes to narrow disparities in local
enhancement revenues.

Funding Model for Education beyond Adequacy - Parity Aid

The budget establishes parity aid to address disparities in local enhancement revenues. Parity aid
equalizes an additional 9.5 mills (above the adequacy level) to the 80" percentile district’s wealth level.
The parity aid wealth is a weighted average of property wealth (2/3) and income wealth (1/3). The
property wealth is measured by per pupil property valuation and the income wealth is measured by the
federal adjusted gross income per pupil. These weights generally reflect the recognition of the main local
revenue source (property taxes) and the importance of income wealth in determining a district’s ability to
raise local enhancement revenues above the adequacy level. The combination of property wealth and

income wealth also provides a better local capacity measure than property wealth or income wealth alone
does.
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The millage rate for parity aid is based on the average local enhancement mills school districts with
wealth levels between the 70™ and 90" percentiles had in FY 2001. The General Assembly is required to
update the parity aid millage rate every time the base cost is updated. The use of the 80" percentile as the
threshold helps reduce disparities in local spending above the adequacy level. As demonstrated in Chart 4,
the wealthiest 20 percent of school districts (Quartile 4, including about 25 percent of total students)
consistently have much higher per pupil revenues than the other 80 percent of school districts (quartiles 1
to 3, including about 75 percent of total students). Local property taxes are the primary factor behind the
higher spending for the top 20 percent of school districts. Providing equalized parity aid to school districts
below the 80" percentile level will help reduce this gap.

Alternatively, certain districts are eligible for parity aid at the FY 2001 income factor adjustment level. As
indicated earlier, the budget eliminates the previous income factor adjustment in the base cost funding
formula since the purpose of the adjustment is to provide state funding for education enhancement
services. The budget provides alternative parity aid to continue the income factor adjustment benefit at the
FY 2001 level for certain school districts. Specifically, school districts with a cost of doing business
factor greater than 1.0375 and a DPIA index of greater than one are eligible for alternative parity aid.

Funding Formulas for Parity Aid

Parity aid is to be evenly phased-in over a five-year period. An individual school district’s parity aid is
calculated as follows:

Step 1: Standard Parity Aid = (Threshold Wealth Per Pupil — District’s Wealth Per Pupil) x 0.095 x
State Payment %

0.095 = 9.5 mills
Threshold = The 490" Lowest Wealth District’s Wealth Per Pupil
State Payment % = 20% in FY 2002; 40% in FY 2003; 60% in FY 2004; 80% in FY 2005; and 100%
beginning in FY 2006

Step 2: Alternative Parity Aid = $60,000 x (1 — District’s Income Factor) x 4/15 x 0.023 x State
Payment %

State Payment % = 50% in FY 2002 and 100% beginning in FY 2003
Step 3: Total Parity Aid = The Greater of Step 1 or Step 2 x Formula ADM

Overall, about 492 school districts are eligible for parity aid. The vast majority of these districts will
receive standard parity aid. The estimated threshold wealth is $137,699 in FY 2002 and $142,894 in
FY 2003 based on the current available data. The budget provides $310.1 million in parity aid over the
biennium. If parity aid were fully implemented in FY 2002, it would provide approximately $494.3
million in state funding for education enhancement services for school districts. Per pupil benefit would
range from $987 to less than $10 with an average of $378 per pupil. '

Effect of Parity Aid

As indicated earlier, one of the main goals for parity aid is to equalize local spending beyond the adequate
education foundation program among school districts. Chart 5 shows the effect of parity aid in equalizing
local enhancement spending in FY 2002 under phased-in parity aid and assumed full implementation of
parity aid. These school district quartiles are constructed in the same manner as those shown in Chart 3
and Chart 4. Each quartile includes approximately 25 percent of total students statewide. Quartile 1
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Chart 5: Per Pupil State & Local Operating Revenues above Adequacy by
Wealth Based Quartiles, FY 2002
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districts have the lowest average valuation per pupil and Quartile 4 districts have the highest average
valuation per pupil. The chart only includes local property taxes and school district income taxes for
operating expenses beyond the adequate education funding level. It does not include federal funds as well
as some other state and local funding for education enhancements (such as state grant programs and local
permanent improvement levies).

The gray bars in Chart 5 show only local per pupil operating revenues beyond the adequacy level. It
varies from $589 per pupil for Quartile 1 to $685 per pupil for Quartile 2, $1,155 per pupil for Quartile 3,
and $1,961 for Quartile 4. Quartile 3 has almost twice and Quartile 4 has more than three times the
amount of per pupil enhancement revenues available as Quartile 1. With phase-in parity aid, per pupil
state and local operating revenues (the white bars) are $714, $764, $1,185, and $1,964 for quartiles 1 to 4,
respectively. Obviously, the local enhancement revenue variance has been narrowed as a result of
equalized state parity aid.

The black bars in Chart 5 show per pupil state and local operating revenues beyond the adequacy level
assuming a full implementation (no phase-in) of parity aid in FY 2002. It is quite clear that parity aid will
significantly reduce disparities in local enhancement revenues once it is fully implemented. Under full
parity aid, per pupil local enhancement revenues for quartiles 1 to 4 would be $1,214, $1,079, $1,295, and
$1,976, respectively. There would be very little differences in the amounts of available enhancement
revenues for the lowest 3 quartiles of school districts.
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PHANTOM REVENUE

Types of Phantom Revenue

DeRolph I cited the existence of three types of phantom revenues. “Type III” phantom revenue is
referring to the previous application of the income factor to adjust valuation upward in the formula for
districts with an income factor above one. This adjustment was completely eliminated by the 122™
General Assembly and this policy remains unchanged under the budget.

“Type I, or formula phantom revenue, is referring to the difference between the formula local share and
the amount of revenues a district actually collects. The origin of Type I phantom revenue is the interaction
of the current charge-off method and the H.B. 920 tax policy against the backdrop of the existence of
unequal charge-off and H.B. 920 floor guarantee millage rates. School districts are required to levy at
least 20 mills (qualifying millage rate) to qualify for receiving the foundation payments from the state.
Before FY 1994, the first year in which the charge-off was increased, the charge-off, qualifying, and
H.B. 920 floor guarantee millage rates were the same at 20 mills. There existed no formula phantom
revenue problem. This problem arises when the charge-off millage rate is not equal to the H.B. 920 floor
guarantee rate. However, with the expansion of gap aid, Type I phantom revenue has been completely
eliminated again under the budget because transportation is included in gap aid.

“Type II” phantom revenue is referring to reappraisal phantom revenue as a result of H.B. 920. The
budget has not completely addressed reappraisal phantom revenue. However, there appears to be no fair
and rational proposal to completely address reappraisal phantom revenue within the education formula.
H.B. 920 is a complex tax policy designed to protect homeowners from rapid increases in property taxes
following a reappraisal or an update. It affects not only school districts but also other local government
entities and all individual taxpayers of the state. Meanwhile, reappraisal phantom revenue does not have
an impact on funding for an adequate education. The recognized valuation provision and parity aid
partially address the impact of H.B. 920 on school districts’ local enhancement revenues. Due to the
complexity of H.B. 920, the debate on the H.B. 920 impact should occur in the context of the state’s
overall tax policy.

H.B. 920 and Reappraisal Phantom Revenue

What is H.B. 920?

As a tax policy, H.B. 920 restrains the revenue growth in existing (carryover) real property, resulting in
so-called reappraisal phantom revenue. Limiting the tax revenue growth in real property has been a
constant in Ohio. In 1976, H.B. 920 replaced the previous millage rollback system that had existed since
World War L. (The millage rollback system restrained the revenue growth in all property and benefited
tangible property, too.)

While H.B. 920 started out as a law (hence the name), it is now firmly placed in the Ohio Constitution as
Article XII, Section 2a. There are other provisions on property tax in Article XII, Section 2 and
elsewhere. These provisions form a complex web of provisions which limit significant changes to
property tax law. Discussion of these many provisions is beyond the scope of this report. Suffice it to say
that the main ways to blunt the effects of H.B. 920 all involve complex constitutional issues. The main
ways include increasing the number of “inside” mills and increasing the 20 mill floor for H.B. 920. While
it is clear that the legislature can increase the H.B. 920 floor, the mechanism of how this can be
accomplished without significant and immediate property tax increases is not clear. Increasing the number
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of inside mills is arguably constitutional, but any law attempting to do so will undoubtedly be reviewed
by the Supreme Court before it is implemented. This makes possible policy changes uncertain and the
timing for the change unknown. Given the revenue involved, certainly no change could be made that
would jeopardize the current flow of property tax revenue.

It should be noted that not all property tax levies are subject to the H.B. 920 reduction factor. Emergency
and debt service levies produce a fixed dollar amount while levies on new construction and tangible
personal property grow when valuation increases. Revenue from inside mills, which are on average about
5 mulls for school districts, also grows when valuation increases. Meanwhile, H.B. 920 also prevents the
Class I effective rate and Class II effective rate from dropping below 20 mills, i.e., the so-called H.B. 920
floor guarantee. School districts that are at the Class I floor and/or Class II floor benefit from the full tax
growth along with the growth in real property value. In FY 1999, there were just over 250 districts at the
“floor” for Class I, Class II, or both. (Many of these districts also have a school district income tax or
emergency mills so their operating mills are actually well above 20 mills.) Contrary to the picture given

of no property tax growth, these measures allow typical annual growth of nearly three percent without
new levies.

What is the Fundamental Policy Impact of H.B. 920 on Education?

It is LSC’s view that it is likely that property tax revenue would be much the same today without
H.B. 920 or another tax limiting mechanism over the last 20 years. However, the path traveled to reach
today’s point would have been much different. There would have been far fewer levy votes and perhaps a
different distribution of revenue. LSC’s analysis indicates that property tax revenue grew by 7.06 percent
per year over the last 20 years (1975-1995). The growth has matched the personal income growth (7.03
percent per year) during the same period. While this would be a fairly realistic outcome without any
property tax limitation, some claim that property tax revenue would be much higher without H.B. 920 —
as high as current gross millage rates. Assuming the same gross millage rates, total property taxes paid by
Ohioans would have risen from $5.60 billion to $8.08 billion in 1995 (excluding the rollbacks) if not for
H.B. 920. For this to happen, property tax revenue growth would have had to exceed personal income

growth by 2.01 percent every year on an annual basis since 1975. This is clearly not a realistic
assumption.

The fundamental policy impact of H.B. 920 on education is the role of school district superintendents,
principals, and some other administrators. H.B. 920 requires superintendents, school board members, and
some other school administrators to lead levy campaigns more frequently than would a system with no
limitation on the growth of local property taxes. (Most districts at the 20 mill floor also have many levy
campaigns because the emergency levies that many districts use have a maximum length of five years.)
Should these school officials’ primary role be educators or leaders of levy campaigns? But the other side
of the coin is whether there would be sufficient communications between school districts and taxpayers
without the recurring levy campaigns caused by H.B. 920. As a public policy making body, the General
Assembly may wish to debate on the issue in the context of the state’s overall tax policy.

What is the Fiscal Impact of H.B. 920?

The fiscal impact of H.B. 920 has been that a school district often has to shift local enhancement revenue
that was over and above the local share of the adequate education model cost funding before
reappraisal/update to meet the local formula share requirement after reappraisal/update, resulting in so-
called reappraisal phantom revenue. This is due to the fact that the revenue growth from carryover real
property as a result of reappraisal/update is limited by H.B. 920. However, the 23 mill charge-off formula
assumes the full revenue growth in carryover real property (or recognized value) over a brief three-year
phase-in period. There is no phantom revenue in the first 23 effective mills, but H.B. 920 often forces a
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school district to pass additional levies to make up the local enhancement revenue that was shifted to meet
its local share of the adequate education model cost due to reappraisal/update. Said differently, H.B. 920
decreases the effective millage rate of the district. To keep the same effective millage rate (and thus the
same enhancement revenue), the district must pass additional mills.

Reappraisal phantom revenue is a result of any system that limits the tax revenue growth in real property
relative to valuation growth. As long as there is a tax revenue growth limitation mechanism, school
districts will have to pass additional levies to keep previously available local enhancement revenue dollars
growing with inflation. Reappraisal phantom revenue may have become more apparent under H.B. 920
due to the existence of two tax (voted millage and effective millage) rates and the property tax credit
system. Under the previous millage rollback system, there was only one effective rate and this rate was
adjusted downward in the reappraisal year. However, in order to maintain the same amount of local
enhancement revenue under the old system, school districts also needed to pass additional levies.

One positive benefit to H.B. 920’s effects on enhancement revenue is that the general effect appears to be
somewhat equalizing on wealthy school districts. School districts that have higher H.B. 920 tax credits
tend to have high millage rates, high real property value growth, and a high proportion of real property
(especially Class I real property). Districts with lower H.B. 920 tax credits tend to have low real property
value, low growth in real property value, and school district income taxes. These characteristics indicate
that H.B. 920 tends to pull down the tax rates in wealthy districts more than poor districts. Without
H.B. 920, tax rates and revenues in wealthy districts might be even higher than they currently are today.

Provisions that Soften the Impact of H.B. 920 on Local Enhancement Revenues

Recognized Valuation. The recognized valuation provision adopted by the 122™ General Assembly
lowers the base cost funding charge-off by approximately $125 million per year. The provision phases in
the valuation growth due to reappraisal/update over a three-year period in the base cost funding formula.
Compared with the previous charge-off method that utilized total assessed valuation, the recognized
valuation provision somewhat softens the impact of reappraisal phantom revenue on local enhancement
revenues.

Stabilization of State Share in the Base Cost and Parity Aid. The budget requires the cost of an adequate
education to be updated every six years. It limits the variance in the state share percentage in the base cost
and parity aid for years between two updates to a 2.5 percent range. The stabilization of the state share
percentage softens the H.B. 920 impact on local enhancement revenues. It prevents school districts from
having to use a greater share of available local enhancement revenues before reappraisals/updates to meet
their required local shares of the adequate education model cost funding after reappraisals/updates.

The state share of the base cost funding and parity aid is 49 percent in FY 2002 — the first update year.
This is the target state share percentage for FY 2003 through FY 2007. By stabilizing the state share
percentage of the base cost funding, the state share of special and career-technical education additional
funding is also stabilized. Disadvantaged Pupil Impact Aid is 100 percent state funded. The state pays the
greater of 60 percent or the district’s state share percentage of the base cost funding for pupil
transportation. It should be noted that the 49 percent state share in FY 2002 only includes the base cost
funding and parity aid and excludes the state funding for various adjustments to the base cost. An
adequate education cost model includes the base cost, various adjustments to the base cost, and pupil
transportation. The average state share of the model cost of an adequate education is approximately 55.8
percent in FY 2002.

Gap Aid. Expanded gap aid also softens the impact of H.B. 920 on local enhancement revenues. Under
the budget, gap aid fills any missing required local share (including the base cost, special education,
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career-technical education, and transportation) of the model cost of an adequate education. It effectively
eliminates any formula phantom revenues either due to the H.B. 920 tax reduction factor or due to a
district’s failure to levy sufficient mills to meet the assigned local share. Therefore, H.B. 920 has no
impact on school districts’ abilities in providing an adequate education.

Parity Aid. The newly established parity aid further buffers the H.B. 920 impact on local enhancement
revenues for school districts in general. Parity aid is equalized based on a school district’s wealth per
pupil. It particularly lessens the H.B. 920 impact on low property and/or income wealth districts’ abilities
to enhance education beyond the adequacy level. Parity aid does not require additional local effort. A
district’s overall effective tax rate may decrease as a result of reappraisal/update, but the district will
continue to be eligible for parity aid based on its wealth level. Also, each district’s wealth is a weighted
average of property wealth (2/3) and income wealth (1/3). The reappraisal/update effect has lesser impact
on this weighted wealth measure than it does on a wealth measure based solely on property wealth.

ACADEMIC STANDARDS AND ACCOUNTABILITY REFORM

New Academic Standard and Accountability System — S.B. 1 of the 124™ General Assembly

As part of responses to DeRolph II, Am. Sub. S.B. 1 of the 124" General Assembly establishes a new
academic standard and accountability system for Ohio schools based upon the recommendations of the
Governor’s Commission for Student Success. It requires the State Board of Education to adopt statewide
academic standards and model curricula in reading, writing, math, science, and social studies. It also
requires the State Board to develop diagnostic assessments and achievement tests aligned with the
academic standards and model curricula. S.B. 1 phases in the development of 15 achievement tests in
grades 3, 4, 5, 7, 8, and 10 to replace 20 proficiency tests previously administered in 4™, 6™, 9*, and 12"
grades. The five 10" grade achievement tests are named the Ohio Graduation Tests. S.B. 1 also requires
school districts to provide intervention services to students who do not attain a “basic” score on any of the
achievement tests in 3™, 4™, 5%, 7 and 8" grades. It replaces the 4® grade reading guarantee with a new
3™ grade reading guarantee beginning in the 2003-2004 school year.

To judge how well schools are performing under the new academic standards, S.B. 1 extends Ohio’s
accountability system of academic ratings to individual buildings and adds a new rating of “excellent” for
the highest-performing districts and buildings, resulting in five rating categories instead of the former
four. Specifically, S.B. 1 requires the State Board to create at least 17 new indicators on an annual basis
through 2006 and update these indicators every six years. It specifies the number of indicators a district
must meet to achieve each possible rating if the State Board establishes the required minimum of 17 such
indicators (see Table 12). For any year in which the number of performance indicators exceeds 17, the
State Board must establish the number of indicators a district must meet for each rating in a way that
produces a ratio of indicators met to the total number of indicators similar to the ratio produced when the
number of indicators is 17.
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Table 12: Academic Performance Rating System
Rating Number of Indicators Met
Excellent 16-17 (or at least 94%)
Effective 13-15 (or at least 76%)
Continuous Improvement 9-12 (or at least 53%)
Academic Watch 6-8 (or at least 35%)
Academic Emergency 0-5 (or less than 35%)

Funding for the New Academic Standard and Accountability System

The budget contains funding for implementing S.B. 1. Because of the volume of work and the number of
steps involved, many recommendations will not be completed until the following biennium.

Academic Standards. A new line item, Academic Standards (200-427), is created in the budget to provide
funding for strengthening academic content standards. The line item receives approximately $8.5 million
in FY 2002 (1,265.1 percent above FY 2001) and $8.7 million in FY 2003 (4.6 percent above FY 2002) to
develop new academic standards in all major subjects — English, math, science, and social studies and to
communicate expectations to teachers, school districts, parents, and communities.

Student Assessment. Student Assessment (200-437) receives approximately $23.7 million in FY 2002 and
$25.9 million in FY 2003, an increase of 65.8 and 9.5 percent, respectively. The increased funding will
mainly be used to develop newly established achievement tests and diagnostic tests.

Student Intervention Services. Student Intervention Services (200-513) receives $31.9 million in FY 2002
and $38.3 million in FY 2003, an increase of 10.0 and 20.0 percent, respectively. These funds are used to
provide extended learning opportunities for young children most at-risk of not passing the 4™ grade
reading proficiency test. Funding is targeted for the 340 districts with at least 10 percent of their students
below the reading proficient level.

OhioReads. This is Governor Taft’s major educational policy initiative that has already attracted 27,000
volunteers as tutors to help improve the reading skill of K4 students. About 740 elementary schools and
358 community organizations have already received OhioReads grants at an average amount of $54,000,
which may be used for teacher professional development in reading, supplies, materials such as books,
volunteer training, or technology to support the school’s strategic reading improvement plan, etc. The
budget provides $32.6 million in each year to continue to provide grants to schools that currently
participate in the program and to expand the program to include additional elementary schools.

Reading/Writing Improvement. The newly created Reading/Writing Improvement (200-433), funded at

$19.0 million in FY 2002 and $19.2 million in FY 2003, provides funding for summer institutes for
reading intervention and various other literacy improvement projects.

OTHER MAJOR INITIATIVES

In addition to funding an adequate education and a new academic standard and accountability system, the
budget also provides funding for a variety of other education initiatives.
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Funding for Professional Development

Entry-Year Teacher Program. The budget earmarks $5.8 million in FY 2002 and $19.4 million in
FY 2003 to support the implementation of a new system of entry-year support and assessment required by
Ohio teacher licensure standards for beginning teachers. About 6,000 beginning teachers will enter the
work force in 2002.

Professional Recruitment. The newly created Professional Recruitment (200-444) receives $3.6 million
over the biennium for recruiting minority teaching personnel, prospective math and science teachers,
special education teachers, and principals, as well as for developing a web-based placement bureau and
establishing a pre-collegiate program to target future teachers.

National Board Teacher Certification and Regional Professional Development Centers. The budget
provides $11.8 million over the biennium for the National Board Teacher Certification Initiative. In
addition to providing an annual stipend of $2,500 each to the current 935 certified teachers, funding will
support an additional 1,450 teachers in their attempts to attain certification. The budget also provides
approximately $12.0 million over the biennium for the 12 Regional Professional Development Centers.

Special Education Enhancements

County MR/DD Boards. The budget appropriates county MR/DD boards $45.3 million in FY 2002 and
$47.8 million in FY 2003, representing an increase of 11.7 and 5.6 percent respectively. (The FY 2001
actual disbursements were $40.6 million, $5.3 million under the original appropriation of $45.9 million.)
These funds are used to fund the same number of school-aged children served by county MR/DD boards
in FY 1998. School-aged children served by county MR/DD boards are weighted on the same basis as
other school-aged special education students served by school districts. Each student is funded with the
base cost adjusted by CDBF of the student’s resident district and the state share of the weight cost for the
student’s resident school district. Each county MR/DD board is guaranteed to receive at least the same per
pupil amount it received in FY 1998 under the unit funding system. In FY 1998, county MR/DD boards
served 4,001 school-aged students and received $32.9 million (including both classroom and related
service unit funding) from the state with an average per pupil funding of $8,211. Payments to a county
MR/DD board are not deducted from a student’s resident school district’s state aid, unless the district
places with a board more school-aged students than it had placed in FY 1998. For every school-aged
student exceeding the number placed in FY 1998, payments will be deducted from the student’s resident
district’s state aid.

Preschool Special Education. Funding for preschool special education and related services provided by
school districts, educational service centers, and county MR/DD boards continues to be distributed on a
unit basis. The budget provides $78.6 million in each fiscal year to continue the preschool special
education program. The program currently serves about 14,127 children aged three through five. In
FY 2001, the estimated average reimbursement rate was $42,754 for a classroom unit and $33,783 for a
related services unit. These unit reimbursement rates will largely remain the same for FY 2002 and
FY 2003.
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Career-Technical Education Enhancements

The budget provides approximately $44.1 million over the biennium to fund a variety of career-technical
education enhancement programs, such as the Jobs for Ohio Graduates (JOG) program, the tech prep
consortia grant program, the K-12 career development program, High Schools That Work, and the career-
technical education equipment replacement program. The line item also earmarks $300,000 in each year
to establish a new Voc-Ag 5" Quarter Pilot Project. The project will enable students in agricultural
programs to enroll in a fifth quarter of instruction. The fifth quarter concept is based on the long-standing
and successful agricultural education model of delivering work-based leamning through supervised
experience. The department is required to report students’ performance results under the project by
December 31, 2002.

Head Start

Head Start is a federal program that provides comprehensive developmental services (education, health,
nutrition, and parental involvement) to low-income preschool children through local community action
organizations, schools, and single purpose agencies. The population served under Head Start is comprised
of three to five year old children from families with incomes below the federal poverty level. Ohio leads
the nation in state funding for Head Start. When combined with federal Head Start funding, the program
makes services available to the entire eligible population in Ohio.

The budget provides approximately $98.8 million to continue the state support for Head Start. The bulk of
the state funding for Head Start comes from transferred federal TANF Block Grants. The department is
required to comply with all TANF requirements, including reporting requirements and timelines, as
specified in state and federal laws, federal regulations, state rules, and the Title IV-A state plan.

The budget requires the department to establish a guideline for the program to serve children from
families earning up to 185 percent of the federal poverty level. This provision is intended to meet the
childcare needs of low-income families who are working, in training or educational programs, or
participating in Ohio Works First approved activities.

The budget limits the distribution of Head Start funds in FY 2002 and FY 2003 to only those grantees that
received funds in FY 2001. It allows the department to reallocate unobligated or unspent funds for things
such as facilities planning grants and teacher professional development. The budget also requires the
department to develop pre-kindergarten reading and mathematics content standards and model curricula
and to make them available to Head Start grantees. The state Head Start currently serves 22,000 children
at per child funding of $4,400.

In federal fiscal year 2001, Ohio received a total of $184.6 million in federal Head Start funding. These
moneys go to local Head Start grantees directly. Federal Head Start currently serves 35,000 children in
Ohio with an average per child cost of $5,500. However, there will be a-3.5 percent cost of living
adjustment and other incentives for teacher qualifications and other pay increases added into grantees’
base funding in state fiscal year 2002. Therefore, per child cost will increase in FY 2002. A four percent
increase will bring per child funding to $5,720 in FY 2002 under federal Head Start.
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Public Preschool

The budget allocates approximately $19.5 million in each fiscal year to continue the public preschool
program. Up to two percent of total appropriation in each year may be used by the department for
administrative costs. The program is required to meet the federal Head Start performance standards, thus
components of the service also include education, health, nutrition, and parental involvement. At least 51
percent of children served by the program must come from families earning less than 185 percent of the
federal poverty level. Families with incomes above 100 percent of the federal poverty level must pay fees
based on a sliding scale to participate in the program. The program currently serves nearly 7,700 three to
five year old children and their families at an average cost of $2,483 per child in state funds.

Community Schools

Community schools are public schools that operate independently of any school district and are governed
through a contract between the school’s governing authority and a sponsor. As authorized in Chapter
3314. of the Revised Code, any person or group may propose the establishment of a community school
and school districts may convert any public school building into a community school. Funding to
community schools is provided in the form of a per-pupil foundation amount, as well as special education
funds, Disadvantaged Pupil Impact Aid, and other state and federal grants. The Office of School Options
of the Department of Education and the Lucas County Educational Service Center provide technical
services and oversee community schools.

This budget provides $3.0 million in start-up grants of up to $150,000 each to community schools.
Community schools receiving start-up grants under this line item are not eligible for federally funded
grants provided under appropriation item 200-613, Public Charter Schools. Currently, 70 community
schools are in operation with a total enrollment of approximately 17,464 students, representing nearly one
percent of total public school students in FY 2001. Among these community schools, 54 are sponsored by
the State Board of Education, 11 are sponsored by the Lucas County Educational Service Center, two are
sponsored by the Cincinnati City SD, and the remaining three are sponsored by the Dayton City SD, the
Toledo City SD, and the University of Toledo, respectively.

Pilot School Choice Program

Of the Cleveland City School District’s DPIA moneys, the budget earmarks up to $14.9 million in
FY 2002 and $18.1 million in FY 2003 to fund the pilot school choice program in the Cleveland City
School District. The funding supports 3,885 K-7 students who are currently enrolled in the program and

provides the opportunity for a new class of kindergarten students to enroll in the program in each year of
the biennium.

Auxiliary Services

The auxiliary services program provides specific secular services and materials to state chartered
nonpublic schools. The budget appropriates the program approximately $122.8 million in FY 2002 and
$127.7 million in FY 2003, an increase of four percent per year. The funds can be used tq purchase
secular, neutral, and non-ideological textbooks, materials, and equipment for nonpublic school students.
Other services provided by the program include diagnostic health services; therapeutic health; remedial
and counseling services; special education, gifted education and standardized tests; and test scoring.
Funds can also be used to purchase electronic textbooks, site-licensing, digital video on demand, wide
area connectivity, and related technology as it pertains to Internet access, instructional materials, and
school library materials that are in general use in public schools.
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The funds are distributed on a per-pupil basis. The FY 2001 per-pupil subsidy amount was approximately
$490. A total of 238,931 nonpublic school students were funded through the program. The department
generally makes payments twice per year. The first payment is generally based on the prior year’s average
daily membership count and the second payment reflects each chartered nonpublic school’s actual
October count for that fiscal year. Public school districts where chartered nonpublic schools are located
are the fiscal agents for the program.

Nonpublic Schools Administrative Cost Reimbursement

The program appropriations amount to approximately $53.5 million in FY 2002 and $55.7 million in
FY 2003, an increase of four percent per year. These funds are used to reimburse chartered nonpublic
schools for mandated administrative and clerical costs incurred for such things as filing reports and
maintaining records. The reimbursement amount for each chartered nonpublic school is based on its prior
year’s actual cost with a maximum reimbursement rate of $250 per pupil. Total statewide reimbursement
amount is subject to the appropriation limitation. In FY 2001, the state reimbursed chartered nonpublic

schools approximately 97.3 percent of the total amount determined by the formula. ity
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OEB FY 2002 - FY 2003 Operating Budget Analysis OEB

e 1.66% GRF decrease in FY

2002 and a 4.97% increase in Ed ucational

FY 2003
« Digital convergence by May

2003 Telecommunications
Network Commission

Meegan M. Michalek, Economist

ROLE

The Ohio Educational Telecommunications Network Commission (OEB’) was created in 1961 and is
governed by an eleven-member commission. The mission of OEB is to ensure the coherent development
of public telecommunications services for the citizens of Ohio, with a particular commitment for their
application to education. To accomplish this, OEB provides independent expertise and support to Ohio’s
educational television stations, educational radio stations, radio reading services, instructional television
foundations, and other agencies of state government. OEB currently provides services and assistance to
12 public television services, 8 educational technology stations, including SchoolNet, 34 educational
radio stations, 9 radio-reading services, and the Statehouse News Bureau.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 . 2003 Bill(s)
33 $11.3 million $11.9 million $8.3 million $8.7 million Am. Sub. H.B. 94
OVERVIEW

The budget provides $11.321,187 in FY 2002 (a 1.1 percent increase) and $11,934,401 in FY 2003 (a 5.4
percent increase). While there is a slight increase in OEB funding for FY 2002, funding via the General
Revenue Fund (GRF) actually declined 1.7 percent for the same fiscal year. However, there is a 5 percent
spending increase in FY 2003 from the GRF. Most of the funding increases have resulted from non-GRF
sources. Funding from the General Services Fund (GSF) increased by 9.6 percent from FY 2001 and by
6.7 percent from FY 2002. This trend of increasing the proportion of non-GRF spending was driven
primarily by sizeable increases in funding received through the SchoolNet initiative for the provision of
technology and media services to the educational community and now for digital conversion as required
by the FCC for all stations by May 2003. Excluding the increase from the transfer of the Ohio
Government Telecommunications Studios from the Capitol Square Review and Advisory Board, the
budget for OEB decreased by 2.5 percent in FY 2002 and increased by 1.0 percent in FY 2003. The

5 This Commission formerly was known as the Ohio Educational Broadcasting Network Commission (the name was
changed in 1995). It continues to be designated in the state's accounting system by the acronym of its earlier name.
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enacted budget produced final funding levels 0.2 percent and 5 percent higher than the proposed
executive budget for FYs 2002 and 2003.

The largest component of the OEB budget is contained in line item 374-404, Telecommunications
Operating Subsidy. This line item, which is slated to receive appropriations of $5,161,158 and $4,975,406
in FYs 2002 and 2003 respectively, comprises 41.7 and 45.6 percent of the total operating appropriations
in the respective years and experiences decreases of 8.0 and 3.6 percent respectively. These moneys are
used to provide subsidy payments to OEB affiliates statewide. While the Educational
Telecommunications Subsidy line item supports OEB affiliates in maintaining their current levels of
operation, the appropriation does not support affiliates undertaking new initiatives. Subsidy payments to
OEB affiliates are determined and allocated by a formula, with 67.5 percent going to 12 educational
television stations, 22.5 percent to 13 educational radio stations, and 10.0 percent to 9 radio reading
services. The educational television and radio stations do receive matching funds from the federal
government.

The largest percentage increase for FY 2003 comes from the Ohio Government Telecommunications
Studio, which will have a 125.9 percent increase to $896,642 in FY 2003. This is a new line item in the
budget for this biennium. The studios are transferred to OEB in January 2002 from Capitol Square
Review and Advisory Board. This has resulted in $396,981 in funding for FY 2002 and $896,642 in
FY 2003.

The budget also provides GRF appropriations of $1,561,863 in FY 2002 and $1,697,881 in FY 2003 to
support OEB staffing costs (a decrease of 8.3 percent in FY 2002 and increase of 7.6 percent in FY 2003).
This level of funding will not allow for the current staff levels to be maintained. Under this budget, OEB
will need to eliminate three staff positions in FY 2002 and five in FY 2003. Some of this reduction comes
as a result of a restructuring of the organization.

The largest percentage increase in spending in FY 2002 comes from line item 374-300, which is
equipment. Funding stands at $46,059 for FY 2002, a 52.4 percent increase from the previous year. That
funding will decrease by 3.1 percent in FY 2003 to $44,633. This increase is part of the effort to become
digitally compliant by the year 2003.

The budget also provides the Statehouse News Bureau with $249,377 in FY 2002 and $241,664 in
FY 2003, a decrease of 6.4 and 3.1 percent respectively. This level of funding would not support an
expansion in programming and would likely result in a decrease in the number of reports to radio stations
and some programs. Currently, the bureau has a staff of four and provides daily coverage of legislative
and state government activities.

BUDGET ISSUES

Di1GITAL CONVERGENCE

In FY 2000, one major line item was a one-time subsidy appropriation of $12 million for High Definition
Television, line item 374-604. The appropriation was made from State Special Revenue Funds (the
original source was GRF surplus funds) and was a flow-through subsidy payment to public television
stations across the state for new or modified transmission towers and equipment. These new digital
transmitters are needed at each of Ohio’s 12 licensed educational television station locations. They are
necessary for the digital conversion that will allow stations to customize their program schedules to meet
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the educational needs of their audience. The towers are estimated to cost $1 million each. The federal
government has issued a May 2003 deadline for digital conversion to be complete.

OHI0 GOVERNMENT TELECOMMUNICATIONS STUDIOS

Am. Sub. H.B. 94 transferred operation of the Ohio Government Telecommunications (OGT) studio from
the Capitol Square Review and Advisory Board to OEB. This transfer becomes effective in January 2002.
The OGT studio is a state-of-the-art, digital component facility located on the ground floor of the
Statehouse. OGT is responsible for the broadcast coverage of House and Senate sessions and committee
hearings as assigned, handling all teleconferences, and creating educational programming. Appropriations
for the studios are unchanged from the original executive request, but the appropriations were divided
between Capitol Square and OEB based on the transfer date. iy
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e FY 2002 appropriations were
nearly evenly split between

lectons Fund (472) Ohio Elections
- Commission

Carol Robison, Budget Analyst

ROLE

The Ohio Elections Commission (ELC) oversees political party spending, campaign finance, and
corporate political contributions to ensure compliance with the Ohio elections law as provided in
R.C. sections 3517.151 to 3517.157.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bili(s)
10 $592,840 $615,340 $294,180 $302,417 Am. Sub. H. B. 94
OVERVIEW

Ten individuals comprise the Ohio Elections Commission. Seven people are commission members,
including three Republicans, three Democrats, and one Independent. The commission employs a staff of
three people, including an executive director and two administrative assistants. Fifty percent of the
Commussion’s budget during the FY 2002 — FY 2003 biennium is projected to come from filing fees and
fines.

BUDGET ISSUES

In FY 2002, for the first time, the Election Commission’s budget is about equally divided between the
GRF and the Ohio Elections Fund (4P2). In previous budgets, the funding was weighted more heavily
toward the GRF. See the table below. giiiy

FY 2001 FY 2002 FY 2003
Amount % of Total Amount % of Total Amount % of Total
General Revenue Fund $433,299 78.8% $294,180 49.6% $302,417 49.1%
Ohio Elections Fund $116,756 21.2% $298,660 50.4% $312,923 50.9%
Elections Commission Total $550,055 100.0% $592,840 100.0% $615,340 100.0%
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ERB FY 2002 - FY 2003 Operating Budget Analysis ERB

» Total agency funding is
increased by 2.7% in FY 2002

and 2.8% in FY 2003 State Employment
Relations Board

Nelson D. Fox, Senior Analyst

ROLE

The State Employment Relations Board (SERB) is the neutral quasi-judicial body which administers
Ohio’s public employee collective bargaining law by conducting representation elections, certifying
exclusive bargaining representatives, monitoring and enforcing statutory dispute resolution procedures,
adjudicating unfair labor practice (ULP) charges, and determining unauthorized strike claims. The three
board members oversee a staff of about 42. There are five main service divisions, including: (1) the
Hearings Section, (2) the Labor Relations Section, (3) the Bureau of Mediation, (4) the Research and
Training Section, and (5) the Clerk’s office. '

Ever since the Public Employee Collective Bargaining Law of 1983, which established the SERB, the
number of public sector strikes has greatly decreased. The SERB reports that between 1978 and 1980,
there were approximately 60 public sector strikes in Ohio. During the 1980s, the number of strikes
annually averaged in the teens, whereas in the 1990s there have been an average of nine public sector
strikes a year.

According to data provided in the agency’s annual report for CY 2000, there were a total of 3,044
separate labor contracts governing 1,418 public workplaces statewide. These agreements covered
426,676 employees in state agencies, local governments, and school boards. Issues stemming from these
collective bargaining agreements resulted in 2,344 cases that were filed over the CY 2000 period.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
40 $3.6 million $3.7 million $3.6 million $3.7 million Am. Sub. H.B. 94
OVERVIEW

The SERB’s FY 2002 appropriation, including the 1.5 percent reduction in GRF appropriation required
by Am. Sub. H.B. 94, is $3,642,184, a 2.7 percent increase over actual FY 2001 spending of $3,548,326.
The adjusted FY 2003 appropriation is $3,743,943, a 2.8 percent increase over FY 2002 funding. A small
portion of the agency’s total budget—two percent in each fiscal year—is derived from revenues from the
sale of publications and training fees. These revenues are deposited in Fund 572 within the General
Services Fund (GSF) group. iy
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EBR FY 2002 - FY 2003 Operating Budget Analysis EBR

e The commission is funded
entirely from GRF moneys. - -

« Due to budget reductions, the E nvironm ental Rev| ew
commission will operate at a
slightly reduced service level

compared to FY 2001. Appeals Commission

Kerry Sullivan, Budger Analvst

ROLE

The Environmental Review Appeals Commission is an appellate review board whose primary statutory
duty is to hear appeals from certain legal actions taken by state and local governmental entities, including
the Ohio Environmental Protection Agency, State Fire Marshal, the State Emergency Response
Commission, and county and local boards of health. The majority of cases heard by the commission relate
to final actions of the Ohio EPA. The commission has statewide jurisdiction and is the highest level of
administrative appeal from final actions. All decisions made by the commission are directly appealable to
the Franklin County Court of Appeals, or, if the appeal arises from an alleged violation of a law or
regulation, to the court of appeals with jurisdiction.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bili(s)
6 $458,000 $474,000 $458,000 $474,000 Am. Sub. H.B. 94
OVERVIEW

Appropriations for FY 2002 total $458,033. This amount is $1,385 less than the total appropriated in FY
2001, a 0.3 percent reduction®. Appropriations for FY 2003 total $474,033. This amount is $15,970
greater than FY 2002, a 3.5 percent increase. The Executive budget proposal fully funded the
Commission’s budget request and provided appropriation levels of $484,383 in FY 2002 and $501,272 in
FY 2003. These funding levels would have provided for a continuation budget at FY 2001 service levels.

The Commission is comprised of three Commission members appointed by the Governor, one
Administrative Assistant who serves as the Commission’s Executive Secretary, Fiscal, Liaison, and
Administrative Officer, and two additional clerical support staff. Board members serve staggered six-year
terms and receive salaries set by the Governor.

§ Actual expenditures in FY 2001 totaled $448,540
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BUDGET ISSUES

EFFECTS OF BUDGET REDUCTIONS

With the exception of office supplies, all of the expenses of the Environmental Review Appeals
Commission are required by statute (sections 3745.02 to 3745.06 of the Revised Code) or are fixed by
contract. The commission conducts all hearings itself, and all decisions are researched and written by
commission members. Commission staff also process and handle all of the office’s normal administrative
functions, such as financial administration (purchasing and vouchering), personnel, acting as liaison
between the commission and the parties to an appeal, day-to-day duties such as typing, mail, copying,
telephones, and all other functions for which many agencies have separate departments and personnel.
Therefore, all of the commission’s costs are fixed.

Reductions in the appropriation levels initially recommended by the Executive have left the commission
at a “‘bare bones” level of funding. Specific effects of funding reductions include: eliminating the process
in which old case files are converted to microfiche; reductions in the purchase of office supplies; and
finding alternative means of accessing Lexis-Nexis, a necessary legal research tool for commission.
members because they research and write their own decisions. At current funding levels, the commission
anticipates being able to meet its operational expenses and maintain its staff of six employees. However,
unforeseen expenses due to computer or telephone system failures cannot be covered by the commission’s
budget.

Increase in Filing Fees

Am. Sub. H.B. 94 includes a provision that increases the commission’s filing fee from $40 to $60 per
appeal (section 3745.04), although the commission may choose to waive this fee under cases of extreme
hardship. In FY 2001, the commission collected approximately $3,500 in filing fees and copying charges.
At the $60 level, the commission expects this amount to increase to approximately $5.500. Because the
commission is funded entirely through GRF moneys, filing fees collected by the commission are
deposited with the Treasurer of State for deposit into the General Revenue Fund. Therefore, fees collected
do not increase the commission’s appropriated funding, but rather, serve to offset a portion of the State’s
cost for operating the commission. i
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EPA FY 2002 - FY 2003 Operating Budget Analysis EPA

e Various fee increases

e Creation of three new Clean - .
Ohio funds | Environmental Protection

» Zero-based budgeting
requirement

Agency

Kerry Sullivan, Budger Analvst

ROLE

The Ohio Environmental Protection Agency (Ohio EPA) is responsible for establishing and enforcing
state and federal standards pertaining to chemical emergency response planning, community right-to-
know, and toxic chemical release reporting; the cessation of chemical handling operations; the prevention,
control, and abatement of air and water pollution; public water supplies; comprehensive water resource
management planning; and the disposal and treatment of solid wastes, infectious wastes, construction and
demolition debris, hazardous waste, sewage, industrial waste, and other wastes. The agency monitors
these standards by issuing permits, conducting reviews and inspections, and providing technical
assistance, loan assistance, and environmental education.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
Am. Sub. H.B. 94
1,405 $177.5 million $185.5 million $23.3 million $25.3 million Am. Sub. H.B. 3
Sub. H.B. 231
OVERVIEW

Ohio EPA is a regulatory agency of approximately 1,400 employees. The director is appointed by the
Governor. The agency is organized into ten program series that develop and implement distinct
environmental programs. The staff is organized across five district offices and Columbus’ central office.
District offices are largely responsible for permitting and field-testing and for providing direct contact
within the regulated community.

Agency appropriations for FY 2002 total $177,483,407. This amount is $15,941,916 more than the total
originally appropriated for FY 2001, a 9.9 percent increase.” Appropriations for FY 2003 total
$185,456,476, which is $7,973,069 greater than FY 2002, or a 4.5 percent increase.

7 Actual expenditures in FY 2001 totaled $138,458,871.
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On average, Ohio EPA receives 62 percent of its funding from fees and charges for services. Federal
grants make up about 23 percent of funding, and the General Revenue Fund provides the remaining
15 percent.

BUDGET ISSUES

D1vVISION OF AIR POLLUTION CONTROL

The Division of Air Pollution Control (DAPC) administers the federal Clean Air Act in Ohio, and many
of its activities are mandated by federal law and supported by permit fees and federal grants. State-funded
activities include enforcement, air quality monitoring, and the processing of state permits to install (PTI)
and permits to operate.

General Revenue Fund appropriation items 715-501, Local Air Pollution Control, and 719-321, Air
Pollution Control, provide administrative funding to DAPC. In FYs 2002 and 2003, Local Air Pollution
Control will receive appropriations of $1,343,649 and $1,422,407, respectively. Air Pollution Control will
receive $2,795,818 and $2,970,212, respectively. At this level of funding, the division will lose
approximately two positions through attrition. The division will be able to support 225.5 positions during
FY 2002. According to the agency, the loss of positions will affect the division’s ability to issue permits
to operate and will primarily affect smaller sources of air pollution because major sources are required to
receive instead a federal Title V operating permit under the Clean Air Act.

With regard to Ohio’s automobile emissions inspection program, known as E-Check, Am. Sub. H.B. 94
prohibits Ohio EPA from renewing its contract with the company currently administering the program
when it expires in December 2005, and from entering into a new contract for the purpose of conducting
emissions inspections under a motor vehicle inspection and maintenance program. Furthermore, at the
end of the contract period, the agency is required to terminate all emissions inspection programs in the
state and cannot implement a new program without approval from the General Assembly.

DIVISION OF DRINKING AND GROUND WATERS

The Division of Drinking and Ground Waters (DDAGW) administers the Safe Drinking Water Act in
Ohio by ensuring that Ohio’s public water systems provide adequate supplies of safe drinking water and
by protecting the quality of state ground water resources for drinking water, industrial, and agricultural
uses. State-supported activities include public water system plan approvals, inspections, and compliance
monitoring, ground water monitoring, technical support, and underground injection control programs.

General Revenue Fund appropriation items 718-321, Groundwater, and 721-321, Drinking Water, provide
administrative funding to DDAGW. In FYs 2002 and 2003, Groundwater will receive $1,409,448 and
$1,517,824, respectively. Drinking Water will receive $2,997,562 and $3,168,486, respectively.

In addition, $225,000 over the biennium has been earmarked from line item 721-321, Drinking Water, to
be used toward the Northern Perry County Water District, Phase III.

At this level of funding, the division will lose approximately four positions through attrition. The division
will be able to support 195 positions during FY 2002. According to the agency, activities that may be
reduced as a result include implementation of newly adopted rules (required under 1996 Amendments to
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the Safe Drinking Water Act), nonemergency guidance and technical assistance to operators of public
water systems, and reviewing monthly operating and monitoring reports for nonacute contaminants.

DDAGW projects that expenditures that are necessary to maintain staff levels within the public drinking
water program will exceed anticipated revenue generated through fees and the Public Water Supply
Supervision federal grant by roughly $1.6 million in FY 2002. The division will avoid deeper personnel
cuts by spending down existing cash balances within State Special Revenue Fund Drinking Water
Protection (Fund 4K5).

DI1VISION OF SURFACE WATER

The Division of Surface Water (DSW) administers the Clean Water Act in Ohio by implementing
programs and objectives with the goal of attaining fishable and swimmable standards in all of Ohio’s
lakes, rivers, and streams. Division responsibilities include the development of water quality standards,
wasteload allocations, and effluent limits, water quality monitoring, surface water discharge permitting,
permit enforcement, technical assistance, and operator certification.

General Revenue Fund appropriation item 717-321, Surface Water, provides administrative funding to
DSW. In FYs 2002 and 2003, the account will receive appropriations of $9,855,307 and $10,937,521,
respectively. At this level of funding, the division will support 235 positions, including three new
positions within the Total Maximum Daily Load Program (discussed below) and two new positions in a
new sewage sludge program.

Total Maximum Daily Load Program

Despite three new positions being added to the Total Maximum Daily Load (TMDL) program, the agency
expects activities within the program to be significantly affected by the level of funding available. The
TMDL program focuses on identifying and restoring polluted rivers, streams, lakes, and other surface
water bodies. A TMDL is a written, quantitative assessment of water quality problems within a water
body and contributing sources of pollution. It specifies the amount that a pollutant needs to be reduced to
meet water quality standards (under the Clean Water Act), allocates pollutant load reductions, and
provides the basis for taking actions needed to restore a water body. Ohio is currently under a federal
mandate to complete 276 TMDLs in 90 project areas by 2013. Failure to show suitable progress in this
regard could put at risk approximately $15 million in federal funds.

A single TMDL takes approximately two and one-half years to develop and implement. Each TMDL
requires the integration of several DSW activities such as stream monitoring, modeling, permit issuance,
nonpoint source management, control of storm water, data management, and customer outreach and
involvement on a watershed basis. All of this is required in order to accurately pinpoint causes of
degradation and recommend solutions. Several states have been successfully sued because of their failure
to comply with TMDL restoration requirements and have been ordered to complete their work in as little
as 17 months. According to the agency, Ohio EPA has already received two notices of intent-to-sue, but
thus far has avoided formal legal action through good faith efforts to involve stakeholders in the TMDL
process.

Four TMDLs are scheduled per year over FYs 2002 and 2003. The agency expects that number to
increase to eight per year for the remaining ten years left to complete the program. Currently, 18 TMDLs
are either complete or in process.
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DIVISION OF EMERGENCY AND REMEDIAL RESPONSE

The Division of Emergency and Remedial Response (DERR) oversees the cleanup of contaminated
property in Ohio and responds to the scene of hazardous material spills. The division includes the
Voluntary Action Program (VAP), the program under which contaminated brownfield sites are cleaned up
and returned to productive use. On July 31, 2001, U.S. EPA and Ohio EPA signed a Memorandum of
Agreement (MOA), which assures parties involved in the state’s VAP program who follow the new MOA
Track that their clean-up efforts will be recognized by the federal agency, thereby eliminating the concern
that state-issued covenants not to sue would not be honored by U.S. EPA. Under conditions of the MOA,
Ohio EPA has agreed to provide more frequent and direct oversight over clean-up projects, to provide
more opportunities for public involvement, and to ensure that response actions taken under the VAP
MOA Track will be protective of human health and the environment.

General Revenue Fund appropriation item 726-321, Corrective Actions, provides administrative funding
to DERR. In FYs 2002 and 2003, the account will receive appropriations of $1,862,551 and $1,884,243,
respectively. Funding levels initially recommended by the executive included staffing to implement the
new VAP MOA Track. Although GRF appropriations were lower than these recommended levels, Ohio
EPA anticipates still being able to hire additional staff in order to implement the VAP MOA Track. The
division, together with the Office of Right-to-Know and the Special Investigations Unit, will be able to
support 195 positions in FY 2002. This includes nine continued VAP positions and nine additional Clean
Ohio positions (discussed below).

FEE INCREASES

Several agency fee increases were incorporated into Am. Sub. H.B. 94, as discussed below.
Scrap Tire Management Fund (Kirby Tire Facility)

Continuing law levies a $0.50 per tire fee on the sale of tires in the state. Revenue collected from this fee
is intended to support the administrative costs of running the scrap tire program, to abate accumulations
of scrap tires, and to make research grants aimed at alternative methods of recycling scrap tires. New law
levies an additional $0.50 per tire fee on the sale of tires in the state, revenue from which is to be directed
solely toward clean-up and removal activities and for making grants to local boards of health. More
specifically, at least 65 percent of this additional fee must be directed toward clean-up and removal
activities at the Kirby Tire site in Wyandot County. The Kirby Tire facility is the largest of Ohio’s
90-plus illegal tire dumps. In August 1999, an arsonist set fire to the site, and between five and seven
million tires burned. In addition to treating the oily runoff that continues to leak from the site, an
estimated 20 to 40 million tires still remain. Under the new fee program, cleanup at the site may be
complete in less than ten years.

Additional revenue to the Scrap Tire Management Fund is projected to reach $3.5 million. In addition,
moneys borrowed from the agency’s Solid Waste Fund (Fund 4K3) during FYs 2000 and 2001 for clean-
up activities at Kirby will be repaid from the Scrap Tire Management Fund over FYs 2002 and 2003
(although none of the moneys from the additional $0.50 fee may be used for this purpose).
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Surface Water Protection Fund

Several fee increases are associated with Ohio EPA’s National Pollutant Discharge Elimination System
(NPDES) permit program. These fees are specifically related to the agency’s storm water management
program, which is designed to minimize the introduction of pollutants into storm water discharges that
enter Ohio’s surface waters. Discharge sources under Phase I of the program (industrial, large
construction site, and large municipal dischargers) are already under permit; Phase II permits (small
municipal and small construction site dischargers) are to be developed and implemented by December
2002. In the early years of Phase II implementation, fee revenue will provide for two full-time staff
persons to administer the program.

Municipal Storm Water Permits: Initial general permits will be issued in December 2002 for
approximately 450 small municipalities and townships. The deadline for issuance of general permits for
small municipal storm water discharges is found in 40 CFR 123.35 (d)(5). Ohio EPA’s statutory authority
for issuing general permits is found in section 6111.035 of the Revised Code. Notices of Intent (NOI) for
coverage under general permits are authorized under 3745-38-06 of the Ohio Administrative Code and are
accompanied by a $200 application fee (under section 3745.11 (s)(1) of the Revised Code). General
permits are effective for up to five years. New law establishes an additional fee of $100 per square mile of
municipal area, due annually. The additional fee will begin in FY 2004 and will generate approximately
$200,000 per year for the Surface Water Protection Fund.

Industrial Storm Water Permits: Continuing law provides that industrial general permittees must pay an
NOI fee of $200 every five years. New law establishes an additional surcharge of $150 to be paid when
the NOI fee is paid. The additional surcharge will generate approximately $450,000 over a five-year
permitting cycle, or $90,000 annually. The affected industries are ten categories of manufacturing,
mining, steam electric generating, recycling, transportation, and wastewater treatment facilities. The
categories are found in the definition of industrial activity in 40 CFR 122.26 (b)(14), subparagraphs i-ix
and xi.

Construction Storm Water Permits: Existing Phase I regulations for construction site dischargers are
found in 40 CFR 122.26 (b)(14)(x) and regulate construction sites disturbing five acres or greater. Phase
II regulations, general permits for which will be issued by December 2002, are found in 40 CFR 122.26
(b)(15) and regulate small construction sites (those disturbing one to five acres). Under continuing law,
every site will pay an NOI fee of $200 every five years. In addition, new law provides that large
construction sites (those over five acres) must pay a surcharge based on acres disturbed, over five acres,
of $20 per acre, to be paid when the NOI fees are paid. The surcharge will affect any construction site,
public or private, over five acres. It is estimated that the surcharge will generate approximately $210,000
annually.

Emergency Planning Fund

Fees associated with filing annual emergency and hazardous chemical inventory forms increased under
Am. Sub. H.B. 94. Filing fees increased from $100 plus $10 per hazardous chemical or $50 per extremely
hazardous substance enumerated on the form to $150 plus $20 per hazardous chemical or $150 per
extremely hazardous substance enumerated on the form. Total fees remain capped at $2,500 per form. In
addition, penalties for late filing were reduced. Finally, a duplicative filing report was eliminated by
requiring oil and gas producers to file specified information only with the State Emergency Response
Commission (SERC) rather than with both SERC and the Department of Natural Resources as under prior
law. The overall effect of these changes will generate approximately $200,000 in additional revenue for
the Emergency Planning Fund annually, which is administered by SERC.
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CENTRAL SUPPORT

Am. Sub. H.B. 94 provided for a new system of assessing indirect charges against agency operating funds
in order to support the administrative duties of the agency as a whole. Beginning in FY 2002, the
agency’s Central Support office stopped receiving direct GRF appropriations, thereby eliminating
appropriation item 716-321, Central Administration. Moneys in this account were instead distributed
among the agency's other operating funds. In addition, State Special Revenue Fund 4C3, Central Support
Indirect, and Federal Special Revenue Fund 356, Indirect Costs, were eliminated. To take their places,
General Services Fund 219 was created. Fund 219 is supported by an indirect rate of 18.59 percent
assessed to all agency operating funds, based on the amount of object 10 (personnel services)
appropriation in each fund. The change is intended to provide a more steady flow of revenue for
administrative expenses although the agency expects total revenues to now be less than those received
during FY 2001. In order to operate within estimated revenue projections, Central Support will reduce
spending by eliminating vacant positions, allowing attrition of filled positions, and reducing maintenance
and equipment expenditures.

CLEAN OHIO

In November 2000, Ohio voters approved the concept of a Clean Ohio fund, a $400 million bond fund
intended to provide local groups and communities with grant and loan money for the redevelopment of
urban brownfields, the preservation of open spaces, including farmland, and the protection of state
waterways. Implementing legislation, in the form of Am. Sub. H.B. 3, was signed by the Governor in July
2001 and became effective at that time.

Under the provisions of Am. Sub. H.B. 3, Ohio EPA is primarily responsible under the brownfields
component for receiving no further action letters from certified professionals and issuing or denying
covenants not to sue based on the director’s determination that a brownfield site has been remediated
according to applicable (i.e. voluntary action program or solid and hazardous waste program) standards.
The director also sits on the Clean Ohio Council, the body that is responsible for reviewing and approving
grant and loan applications for brownfields remediation.

Am. Sub. H.B. 3 created or revised two funds for Ohio EPA: State Special Revenue Fund 5S1, Clean
Ohio — Operating and State Special Revenue Fund 505, Clean Ohio Environmental Review. The Clean
Ohio Operating Fund (Fund 5S1) is codified under section 3745.40 of the Revised Code and is intended
to support the administrative costs incurred by the agency in overseeing brownfields remediation projects.
The Clean Ohio Environmental Review Fund (Fund 505), under section 50 of Am. Sub. H.B. 94 of the
124™ General Assembly as amended by Am. Sub. H.B. 3, is also intended to support the administrative
costs of the agency, including the cost of providing technical assistance, participating in and supporting
the Clean Ohio Council, and reviewing no further action letters and issuing covenants not to sue. In
addition, Am. Sub. H.B. 3 provided Ohio EPA with General Revenue funding through appropriation item
715-403, Clean Ohio. These funds are also intended to support additional program and operating costs for
the Clean Ohio program. Total appropriation to these three items equals $1,730,000 in FY 2002 and
$2,651,000 in FY 2003. The agency estimates that it will be able to support fourteen new positions for the
Clean Ohio program, which will be housed within the Division of Emergency and Remedial Response.
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ZERO-BASED BUDGET REQUIREMENT

Sub. H.B. 231 of the 124" General Assembly, which became effective in July 2001, requires Ohio EPA to
prepare a full zero-based budget for the biennium beginning July 1, 2003 and ending June 30, 2005.

The agency’s FY 2002-2003 budget request segmented Ohio EPA into 42 separate budget tables and
narratives. Thirty-five of these 42 tables addressed ongoing operations; the remaining seven addressed
new initiatives, such as Clean Ohio. The agency began preparing the FY 2002-2003 budget request in
June 2000 and completed its original submission to the Office of Budget and Management (OBM) in
October 2000. The effort required all agency program managers to determine their needs for the
upcoming biennium and to write detailed narratives that were included in the budget request. Agency
fiscal officers determined the costs of those needs, estimated the revenue available, then worked with
each program manager to shape the requests to fit within available funding.

The agency assumes that submitting a zero-based budget will require further segmentation of the ongoing
operations portion of its budget request. The number of tables and corresponding narratives is likely to
increase from the 35 used in the FY 2002-2003 budget request and will require more time on the part of
fiscal officers and program managers to prepare. The actual number of segments will depend on the
guidance that the agency receives from OBM. i
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ETH FY 2002 - FY 2003 Operating Budget Analysis ETH

 Commission may not be
able to fill an advisory - . .
atiorney position Ethics Commission

e GRF appropriations
increase 6.7% from FY
2002 to FY 2003

Jonathan Lee, Budget Analyst

ROLE

The Ohio Ethics Commission (ETH) administers, interprets, and enforces ethical conduct in government
under Ohio Ethics Law. The commission promotes and enforces ethical conduct throughout state and
local government through impartial and responsive education, advice, investigation, and financial
disclosure processes. To fulfill its role, the commission has improved educational and informational
access to thousands of public servants to create a baseline understanding of Ethics Law.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
22 $1.7 million $1.8 million $1.3 million $1.4 million Am. Sub. H.B. 94
OVERVIEW

The commission’s total budget increased by 1.4 percent from FY 2001 to FY 2002, although compared to
FY 2001 actual expenditures, FY 2002 appropriations are 6.1 percent higher. The commission was
appropriated $3,319,890 for the FY 2000-2001 biennium but actual expenditures totaled $3,145,207, a
difference of $174,683. Total appropriations increase by 6.6 percent from FY 2002 to FY 2003. For the
FY 2002-2003 biennium, the commission requested $3,853,870 but received $3,495,635.

Due to reduced biennial funding, the commission will be unable to fill its vacant advisory staff attorney
position. This will have a direct impact on the ability of the commission to respond in a timely fashion to
the increasing number of advisory requests. In addition, due to the lack of funding, the commission will
be unable to pursue an online financial disclosure filing alternative and meet all of its training goals
during the next biennium. Operations and equipment costs of the agency have been cut to the minimum

level.

The governor vetoed General Assembly provisions in Am. Sub. H.B. 94 to increase financial disclosure
filing statement fees and a provision that would require a reduction of general revenue funding in an

amount corresponding to the increase in fee revenue.

Am Sub. H.B. 94 includes a new provision regarding information disclosure that allows the commission
to disclose investigative information to law enforcement agencies, appropriate prosecuting authorities,
other ethics commissions, and the Ohio Inspector General. iy
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EXP FY 2002 - FY 2003 Operating Budget Analysis EXP

e 31 increase in ticket prices at
the gate

+ GRF funding represents only
3.2% of the EXPO’s total
budget. State Special Revenue
Funds make up the rest.

Ohio Expositions
Commission

Wendy Risner, Budger Analyst

ROLE

The Ohio Expositions Commission (EXPO) is a thirteen-member commission specifically charged with
the responsibility of conducting at least one fair annually and maintaining and managing property held by
the state for the purpose of conducting fairs, expositions, and exhibits. The commission currently
oversees operations of the Ohio Expositions Center, a 360-acre facility located in Columbus that
administers year-round events.

Agency In Brief

Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
87 (permanent) $16.1 million $15.9 mitlion $517,125 $517,125 Am. Sub. H.B. 94

OVERVIEW

Appropriations for the biennium are $32,052,345, which represents an increase of approximately 4.0
percent over the previous biennium’s appropriations. The previous biennium’s appropriations were
$30,829,204. The increase is due to increases within the State Special Revenue Funds, which account for
96.8 percent of the commission’s total budget. Included in this fund group is a $700,000 appropriation
for the State Fair Reserve (723-640). The State Fair Reserve is a budget reserve fund that the commission
may utilize in the event of poor attendance at the Ohio State Fair due to inclement weather or
extraordinary circumstances. Appropriations for the Junior Fair Subsidy (723-403) are $517,125 per
fiscal year. This is a 1.5 percent decrease from FY 2001 appropriations of $525,000. The program
currently costs the commission approximately $750,000 per year.

BUDGET ISSUES

STATE FAIR RESERVE

Appropriation item 723-603, State Fair Reserve, is a reserve fund set up for use by the Ohio Expositions
Commission when admission revenues are below a predetermined level due to inclement weather or
extraordinary circumstances during the Ohio State Fair. The admission revenue must be less than
$2.920,000 for the 2001 Ohio State Fair and less than $3,010,000 for the 2002 Ohio State Fair. The
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Director of Budget and Management must release the funds after the commission declares a state of fiscal
exigency. The Director of Budget and Management may approve or disapprove the request, may increase
or decrease the amount, and may place conditions on the use of the funds. Also, if the commission is
facing a temporary cash shortage, a request to use the funds to meet obligations may be made to the
Director of Budget and Management. However, in this type of situation, the request must include a plan
that describes how the commission will eliminate the cash shortage. The commission must reimburse
Fund 640 by June 30 of that same fiscal year. iy
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GOV FY 2002 - FY 2003 Operating Budget Analysis GOV

« The Office of the Notary
Commission is transferred from

the Governor's Office to the Governor

Secretary of State.

Wendy Risner, Budget Analyst

ROLE

The Office of the Governor (GOV) oversees the operations of state government. Under the Ohio
Constitution, the Governor is the chief executive officer of the state and is elected to four-year terms. The
major duties of the Governor include:

e Formatting and implementing administrative policy for state agencies;

e Submitting biennial, capital, and operating budgets; and

e Appointing judges, certain agency officials, and board and commission members.

The Governor’s office also funds the Office of Veterans’ Affairs. Veterans’ Affairs assists veterans in
receiving services and benefits, and maintains burial records of Ohio’s veterans.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
63 $5.0 million $5.1 million $5.0 million $5.1 million Am. Sub. H.B. 94
OVERVIEW

The Governor’s Office will receive approximately $10.1 million (after the 1.5 percent cuts) over the
course of the biennium. The GRF appropriations for the previous biennium were approximately $10.6
million, although actual GRF spending was only $9.3 million. According to a spokesperson at the
Govemor’s Office, the office will be forced to make adjustments within the office as a result of the
enacted budget. It is not yet known what those adjustments will be.

The Notary Commission will be transferred from the Governor’s Office to the Secretary of State. The
Notary Commission is a non-GRF program that oversees the appointments of notaries public, keeps a
record of such appointments, and collects license fees from Ohio’s notaries public. Notaries public may
administer oaths required or authorized by law; take and certify depositions; take and certify
acknowledgements of deeds, mortgages, liens, powers of attorney, and other instruments of writing. The
program is expected to receive approximately $320,000 in license fees for the biennium. According to the
Office of the Governor’s budget testimony in Senate Finance and Financial Institutions, the transferal is
due to a recommendation made by the Management Improvement Commission. iy
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DOH FY 2002 - FY 2003 Operating Budget Analysis DOH

* GRF appropriations increase
by 6.9% over FY 2000-2001

.gisegtg],i(k)g?)perFYinTitleXX Department Of Health

funds transferred from JFS for
abstinence-only education

Jeffrev M. Rosa, Senior Budget Analyst

ROLE

The mission of the Department of Health (DOH) is to protect and improve the health of all Ohioans by
preventing disease, promoting good health, and assuring access to quality health care. In addition to
providing preventive medical services, public health education, and health care services, the department
also performs various regulatory duties. The department also plays an important role in the public health
activities throughout the state by providing state funding to the 144 local health districts located
throughout Ohio.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bili(s)
- . . I Am. Sub. H.B. 94
1,420 490.7 million $508.4 million 89.3 mill .
$ illi illi $ million $89.1 million Am. Sub. H.B. 299
OVERVIEW

Appropriations for the Department of Health total $999,129,425 over the FY 2002-2003 biennium. This
represents an 18.1 percent increase over actual spending in the FY 2000-2001 biennium ($845,991,982).
For GRF appropriations only, the increase in the current biennium, when compared to the FY 2000-2001
biennium, is only 6.9 percent. In terms of actual dollars, biennial GRF appropriations for FY 2002-2003
are $178,448,894 versus actual GRF expenditures of $166,955,446 in the FY 2000-2003 biennium. In FY
2002, total appropriations for the department increase by 13.9 percent over actual FY 2001 expenditures.
In FY 2003, total appropriations increase by 3.6 percent over FY 2002 appropriations.

TYPES OF APPROPRIATION

Federal dollars represent 66.9 percent of total biennial appropriations. Included among these sources of
federal funding are the Maternal and Child Health Block Grant, the Preventive Health Block Grant, and
funding for the Women, Infants, and Children (WIC) program.

In the FY 2002-2003 biennium, 17.9 percent of the total appropriations are from the state’s General
Revenue Fund (GRF). The GRF dollars serve as the funding source for a variety of programs within the
department, including activities like the Help Me Grow program, immunizations, and subsidies to local
health districts.
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The other two main sources of appropriation, just over 15 percent of the total DOH budget, are General
Services Funds (GSF) and state Special Revenue Funds (SSR). The SSR appropriations are funded by
revenue raised for a specific purpose. One example is the Second Chance Trust program (line item 440-
620 (Fund 5D6)), which is funded through donations made by individuals when renewing their driver’s
license.

NOTABLE FUNDING CHANGES AND NEW LINE ITEMS

Among the numerous appropriation items that constitute the DOH budget, a few merit note due to a
sizable percentage change from one fiscal year to the next. The following GRF line items had FY 2001
appropriations but were zeroed out in Am. Sub. H.B. 94:

e 440-402, Osteoporosis Awareness;

e 440-424, Kid’s Card;

e ' 440-430, Adult Care Facilities;

e  440-439, Nursing Home Survey and Certification;
e  440-445, Nurse Aide Program;

e 440-457, Services to State Employees;

e 440-506, Tuberculosis; and

e 440-509, Health Services Agencies.

State Special Revenue line item 440-624, Health Services (Fund 5E1), was also defunded in Am. Sub.
H.B. 94.

In the majority of cases, the line items listed above were consolidated into other existing line items. For
example, line items 440-430, 440-439, and 440-445 were all folded into line item 440-453, Health Care
Facility Protection and Safety. Additionally, funding for the Kid’s Card program was moved to line item
440-459, Help Me Grow. Although 440-506 was not funded in the budget, a $60,000 per year earmark for
TB services required under section 339.77 of the Revised Code was contained in new GRF appropriation
item 440-446, Infectious Disease Prevention.

Other line items with noticeable changes from FY 2001 spending levels include:

e 440-407, Animal Borne Disease and Prevention;

e 440-501, Local Health Districts;

e 440-510, Arthritis Care;

e 440-634, Nurse Aide Training (Fund 698);

e 440-616, Quality, Monitoring, and Inspection (Fund 5B5);

e 440-620, Second Chance Trust (Fund 5D6); and

e 440-627, Medically Handicapped Children Audit (Fund 477).

The following four line items were created in Am. Sub. H.B. 94:

e GRF 440-419, Sexual Assault Prevention and Intervention;
e  GRF 440-446, Infectious Disease Prevention;

e GRF 440-454, Local Environmental Health; and

e 3W5440-611, Title XX Transfer.
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Many of these items will be discussed in greater detail in the Budget Issues section of this document, or in
the companion LSC publications, the Final Comparison Document and the Catalog of Budget Line Items
(COBLI).

BUDGET ISSUES

HELP ME GROW PROGRAM

Am. Sub. H.B. 94 integrates three children’s programs covering ages birth to three into the Help Me
Grow program. In addition, funding for the Kid’s Card program, previously funded through line item
440-424, is located in the Help Me Grow line item (440-459) in Am. Sub. H.B. 94. GRF appropriations
for Help Me Grow total $12,312,500 in each fiscal year of the biennium. When compared to actual FY
2001 spending, this represents a 1.8 percent decrease in FY 2002. The funding levels contained in the
budget should allow for continued services in the Help Me Grow programs, but not an expansion of the
services. In addition to the GRF funding, uncodified language attached to 440-459 states that the
Department of Health may use the appropriations contained in 440-459 in conjunction with TANF funds
from the Department of Job and Family Services and Even Start moneys from the Department of
Education.

Governor’s Veto of section 3701.61 of the Revised Code

The budget bill, in ORC 3701.61, codified the Help Me Grow program. As part of this action, counties
would have been prohibited from providing home-visiting services by nurses to newborn parents under
the Welcome Home program unless requested in writing by the parent of an infant or toddler. Under
existing practices, the home-visit is voluntary. According to the Governor’s veto message, “Further
restrictions will have the effect of denying services to those who may have the greatest need. Therefore,
this veto is in the public interest.”

Although the Govemnor vetoed section 3701.61 of the Revised Code, the earmarking language for line
item 440-459 states that the Department of Health shall “distribute subsidies to counties to implement
section 3701.61 of the Revised Code.” As a result of the Governor’s actions, that section of the Revised
Code does not exist. In the earmarking language to line item 440-459 contained in Am. Sub. H.B. 283 of
the 123 G.A., the programs constituting the Help Me Grow program are spelled out. LSC assumes that
the Department of Health will fund the same types of activities with the appropriations contained in the
budget in 440-459.

Kid’s Card

The Kid’s Card is a discount card issued free of charge to parents and guardians of children under the age
of six. The department is charged with the task of printing and distributing the cards, as well as recruiting
retailers to participate in the program. According to the department, public libraries across the state have
agreed to enroll kids in the program. As of May 2001, there were over 500 businesses located across the
state participating in the program.
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FAMILY PLANNING
GRF Funding

As in previous years, the budget for the FY 2002-2003 biennium includes a $1.7 million per year earmark
in GRF line item 440-416, Child and Family Health Services, for family planning services. According to
the earmark, none of the funds received through these family planning grants can be used to provide
abortion services. Additionally, none of the funds can be used for counseling for or referrals for abortion,
except in the case of a medical emergency. Language also is included to restrict the grants to entities that
the Department of Health determine will provide family planning services with state moneys that are
physically and financially separate from abortion-providing and abortion-promoting activities, and that do
not include counseling for or referrals for abortion, other than in the case of a medical emergency.
According to the department, 28 agencies receive grants with these funds with awards ranging from
$4,950 to $440,265.

TANF Funding

In addition to $1.7 million per fiscal year in GRF funding (440-416, Child and Family Health Services)
for family planning services, Am. Sub. H.B. 94 includes $250,000 in each fiscal year to provide family
planning services for children or their families whose income is at or below 200 percent of the official
poverty guideline.

Funding for family planning services for these individuals is located in non-GRF line item 400-624,
TANF Family Planning (Fund 5C1). The source of revenue for this line item is an ISTV transfer from
Department of Job and Family Services line item 600-410, TANF State, to State Special Revenue Fund
5C1 in the Department of Health. The budget act defines “poverty guideline” as the “official poverty
guideline as revised annually by the United States Secretary of Health and Human Services in accordance
with section 673 of the Community Services Block Grant Act, 95 Stat. 511 (1981), 42 U.S.C.A. 9902, as
amended.”
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HIV/AIDS AND OTHER SEXUALLY TRANSMITTED DISEASES
AIDS Drug Assistance Program (ADAP)

During recent years, the advances in drug technology have caused individuals with HIV or AIDS to live
longer lives. New medications tend to be expensive and need to be used in combinations, commonly
known as drug cocktails, to be most effective. Under Title II of the federal Ryan White CARE Act, states
are provided with moneys to fund a variety of programs including the AIDS Drug Assistance Program
(ADAP). All 50 states, plus the District of Columbia, Puerto Rico, Guam, and the Virgin Islands, have a
federally funded ADAP. The majority of states, Ohio included, also provide additional state dollars for
this program.

In October 2000, the Ryan White CARE Act was reauthorized through September 2005. Amendments to
the law included the creation of an ADAP supplemental grant program, which will set aside three percent
of each year’s entire federal ADAP earmark for states with ADAPs in severe need. According to the
National ADAP Monitoring Project Annual Report (March 2001), severe need is indicated by such
measures as capped program enrollment, treatment access restrictions, and income eligibility thresholds.

For Ryan White FY 2000 (April 1, 1999 to March 31, 2000), the estimated ADAP budget in Ohio was
$13.3 million. Of that amount, 38.4 percent, or $5.1 million was contributed by the state. The remaining
$8.2 million was federal funds. By comparison, in Ryan White FY 1999, the state provided $5.2 million.
In June 2000, the ADAP serviced 1,260 individuals, compared to 1,085 people in June 1999, a 16 percent
increase. In order to contain costs, as of September 2000 the state had reduced the ADAP formulary.

Am. Sub. H.B. 94 includes an earmark of $6.7 million in FY 2002 and $7.1 million in FY 2003 in GRF
line item 440-444, AIDS Prevention and Treatment, to assist persons with HIV/AIDS in acquiring HIV-
related medications.

Other STDs

An earmark to GRF line item 440-446, Infectious Disease Prevention, provides $200,000 in each fiscal
year to be used by the department to purchase drugs for sexually transmitted diseases.

ABSTINENCE-ONLY EDUCATION
Federal Funding

Earmarking language is included for line item 440-601, Maternal Child Health Block Grant (Fund 320)
for the purposes of abstinence-only education. Of the total appropriation in this line item of $32.7 million
in FY 2002 and $34.3 million in FY 2003, $2,091,299 is to be used for abstinence-only education. The
Department of Health must develop guidelines pursuant to Title V of the “Social Security Act,” 42
U.S.C.A. 510. The funded programs are to include, but not be limited to, advertising campaigns and direct
training in schools and other locations.

Non-Federal Funding

In addition to the funding from the Maternal Child Health Block Grant, Am. Sub. H.B. 94 contains an
additional $500,000 per fiscal year for abstinence-only education. This money is appropriated in line item
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440-611, Title XX Transfer (Fund 3W5). The source of funds for this line item is Title XX dollars
transferred from the Department of Job and Family Services to the Department of Health. Although
federal funding is available for abstinence-only education, organizations receiving funding are required to
provide a local match for the federal funds. The dollars contained in line item 440-611 are intended to
serve as “local match” for the federal abstinence dollars. According to the department, the number and
size of individual grants shouldn’t change as a result of the Title XX funding. Instead, local entities will
not be required to use their own funds to provide the match. The department plans to fund 28 abstinence
education programs, with the size of awards ranging from $26,918 to $150,000.

IMMUNIZATIONS

The budget includes a GRF appropriation in line item 440-418, Immunizations, totaling $9.3 million in
FY 2002 and $9.5 million in FY 2003. Of this total, $150,000 is earmarked in each fiscal year for two
specific purposes.

Hepatitis B

First, $125,000 per fiscal year must be used to provide vaccinations for Hepatitis B to all qualified
underinsured students in the seventh grade who have not been previously immunized. For adolescents
aged 11 through 19, the cohort covered by the earmark, the Hepatitis B vaccine consists of a series of
three doses given at one and six months after the initial inoculation. According to the U.S. Centers for
Disease Control and Prevention vaccine price list (http://www.cdc.gov/nip/vic/
cdc_vaccine price_list.htm). a single dose of Hepatitis B vaccine costs $9 with the government discount,
or $27 for the full three-injection series. As a result of the earmark, approximately 4,630 seventh graders
could receive the three-shot series in each fiscal year.

Pneumococcal Disease

Second, up to $25,000 per fiscal year is to be used to provide vaccinations for pneumococcal disease for
children between the ages of two and five. Infections falling under the umbrella of pneumococcal disease
include ear infections, pneumnonia, and meningitis. The vaccination for pneumococcal disease is marketed
as Prevnar. According to the U.S. Centers for Disease Control and Prevention vaccine price list, a single
dose of Prevnar costs $45.99 with the government discount. The recommended vaccine schedule for
infants includes four doses given at the following ages: 2 months, 4 months, 6 months, and 12-15 months.

The earmark, however, only covers children between the ages of two and five. According to the official
website for Prevnar (http://www.prevnar.com/parent_dosing.htm) for children aged 24 months through 9
years, only one dose is given. As a result of the earmark, up to approximately 544 children in each fiscal
year could receive the vaccination.

ANIMAL BORNE DISEASES

With the continued problem of rabies in the state and the added concern of new problems like West Nile
Virus, animal borne disease prevention is an important activity performed by the department. The main
source of funding for these activities is located in GRF appropriation item 440-407, Animal Borne
Disease and Prevention. The appropriation amount for this line item in the FY 2002-2003 biennium is
$2.6 million in each fiscal year. In FY 2002, the appropriation represents a misleading increase of 1,050.8
percent over actual FY 2001 spending. The large increase in this line item is a result of funding rabies
prevention activities in this line item in the current biennium.
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Rabies

In the previous biennium, rabies activities were funded in non-GRF line item 440-624, Health Services
(Fund 5El). Actual FY 2001 spending in that line item was $2.0 million. If the 440-624 spending is
removed from FY 2002 appropriations in 440-407, the increase becomes a sizable 166.4 percent. This is
still much less, however, than the 1,000+ percent increase. The source of funding for item 440-624 was a
transfer from Job and Family Services Fund 5C9 to DOH Fund SE1. The funds in 5C9 are achieved from
Ohio’s Institutions for Mental Diseases Disproportionate Share program (IMD DSH). This program
covers the federal requirement of providing additional payments to hospitals that provide a
disproportionate share of uncompensated services to persons who are medically indigent. For FYs 2002
and 2003, no DSH funds are available to be transferred to Fund SEIl. Therefore, rabies prevention
activities are funded with GRF funds in the current biennium.

According to the department, in 2000 there were 52 rabies-positive bats identified in the state in 27
counties. For the first time since 1995, however, there were no raccoon-strain rabies cases.

Encephalitis and West Nile Virus

In addition to the over $2 million for rabies activities, appropriations in 440-407 will allow the
department to continue dealing with issues ranging from fly infestations around the Buckeye Egg Farm
and encephalitis. Additionally, the department plans to hire an entomologist to deal with the West Nile
virus problem. On August 1, 2001, the state had its first confirmed case of West Nile virus carried by a
blue jay in Lake County. According to the U.S. Geological Survey National Wildlife Health Center, Lake
County was the farthest west the virus had been identified in the United States. In addition to Department
of Health activities, an earmark to Department of Agriculture GRF appropriation item 700-401, Animal
Disease Control, allows those funds to be used for detection, prevention, and education of the public
about West Nile virus, in addition to mad cow and foot and mouth diseases.

DISCONTINUED LINE ITEMS
Services to State Employees

In previous years, administrative expenses for the Employee Health program were funded in GRF line
item 440457, Services to State Employees. Actual FY 2001 expenditures in this line item were $126,375.
During calendar year 2000, this program had almost 140,000 visits from state of Ohio employees. Am.
Sub. H.B. 94 eliminated the GRF funding for this program. Administrative costs will now be paid for
from Fund 142 (GSF line item 440-618, General Operations) and Fund 211 and the costs will be spread
among building management in all the buildings operating employee health programs.

Osteoporosis Awareness

GREF line item 440-402, Osteoporosis Awareness, had been used by the department’s Office of Women’s
Health Initiatives to implement an osteoporosis awareness program. Actual spending from this line item
in the previous biennium was $57,067 in FY 2000 and $29,556 in FY 2001. There is no GRF funding for
this program in Am. Sub. H.B. 94.
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BIRTH DEFECTS INFORMATION SYSTEM FUNDING VETO

Sub. H.B. 534 of the 123™ G.A. established the framework for a birth defects information system in Ohio.
Under the language contained in that bill, the department is only required to implement the system if
funds for that purpose are available. Am. Sub. H.B. 94 would have earmarked GRF appropriation item
440-507, Cystic Fibrosis, $50,000 in each fiscal year to begin implementation of the birth defects
information system.

The Governor vetoed this provision, stating in his veto message that “‘the amount of money earmarked for
this program is inadequate to sufficiently administer such a system. Additionally, removed $50,000 per -
year from this line would take away money for medical care needed by Ohioans with cystic fibrosis.
Therefore, this veto is in the public interest.” The veto does not affect the amount of appropriations
contained in 440-507.

HEALTH CARE WORKFORCE SHORTAGE TASK FORCE

The budget establishes the Health Care Workforce Shortage Task Force, which will be chaired by the
Director of Health. This group will study the shortage of health care professionals and health care workers
in the health care workforce and propose a state plan to address the problem. The bill outlines five
activities to be performed by the task force and requires the panel to submit a report of its findings to the
majority and minority leaders in both chambers of the General Assembly no later than July 1, 2002.

CONSOLIDATION OF GRF APPROPRIATION ITEM 440-453

In Am. Sub. H.B. 94, appropriation authority in GRF line item 440-453, Health Care Facility Protection
and Safety, increases by 51.1 percent in FY 2002 over FY 2001 actual spending. The main cause of this
increase is due to the fact that three other line items were eliminated and funding for those programs
shifted into 440-453. Additionally, the portion of line item 440-453 that had historically been used for
local environmental health activities was moved to new GRF line item 440-454, Local Environmental
Health. The following table compares FY 2001 spending to FY 2002 appropriations for the five line items
in question. i

Line Item FY 2001 FY 2002 % Change
440-430 $1,830,042 N/A N/A
440-439 $2,780,465 N/A N/A
440-445 $586,913 N/A N/A

SUBTOTAL $5,197,420 N/A N/A
440-453 $8,126,541 $12,279,643 51.1 % increase
440-454 N/A $1,224,690 ' N/A
TOTAL : $13,323,961 $13,504,333 1.35% increase
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HEF FY 2002 - FY 2003 Operating Budget Analysis HEF

Annual budget appropriation

increases slightly to $13,000+ in Ohio ther Educational

each fiscal year

Existing operations continue Fac i I i ty C omm i SS i on

Current fee structure is

maintained . . .
David Price, Senior Analvst

Almost $200 million issued in
FY 2001

ROLE

The Higher Educational Facility Commission (HEFC) was established in 1968 to help Ohio’s
independent colleges and universities obtain construction capital at lower costs than might otherwise be
available to them.

The commission assists these institutions by financing the construction of their facilities with capital that
it has raised through revenue bond issues. The commission in each case enters into an agreement under
which the university or college leases the constructed facility from the commission and pays rent to the
commission in amounts needed to retire the bonds. Since the commission is an agency of the state of
Ohio, the interest paid by the commission to the bondholders is exempt from federal income tax. This
tax-free nature of the bonds enables the commission to charge lower financing costs to the institution for
the construction of the facilities. The commission indicates that, by these means, it can help sustain the
independent colleges and universities at no cost to the state.

The commission is governed by a board of nine members, of whom eight are appointed by the governor
and serve eight-year terms. The ninth member is the chancellor of the Board of Regents, who serves
permanently. The commission meets on the fourth Wednesday of each month except July and December;
at these meetings the applications of the individual independent institutions are submitted for approval.

Although the commission is a state agency with general administrative powers, it has no offices or staff.
Its administrative duties are performed by the staff of the Board of Regents, which is reimbursed for
travel and other administrative expenses. The Regents’ budget itself contains a line item for such
reimbursements; its appropriation is normally for the same amount as the HEFC appropriation.

Since 1991 the commission has upon occasion grouped several of the institutions’ smaller projects into a
pooled bond issue, for administrative convenience. As there is no other difference from the other issues,
the amount of capital raised in such issues is routinely included in the reported amount of approved bond
issues outstanding.

A table of the amounts of bonds issued in recent years is provided in the next section (Overview).

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
0 $13,000 $14,000 $0 $0 Am. Sub. H.B. 94
Page 134
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HEF FY 2002 - FY 2003 Operating Budget Analysis HEF

OVERVIEW

BUDGET BACKGROUND

The commission’s budget has only one line item, ALI 372-601, Operating Expenses, funded by the
Agency Fund Group fund 461. The line item’s total appropriations for the fiscal years 2000 and 2001 are
$13,080 and $13,900, respectively, divided approximately equally between two object classes: personal
services and maintenance. This amount of funding will enable the commission to continue its current
level of operations. No GRF funds are used.

The appropriated funds for the most part, are paid to the Board of Regents to defray the commission’s
administrative and meeting expenses, the costs of records storage, and part of the staff salaries of the
BOR personnel who handle the commission’s affairs.

To cover these expenditures, the commission obtains revenues from the application fees it charges the
institutions that apply to the commission for construction financing. The current fee structure consists of
a flat $500 application fee and .02 percent of the amount of the bond issuance; this formula is subject to a
minimum total fee amount of $1,000 and a maximum amount of $3,000. The commission also receives a
small percentage of the bond amounts.

ISSUANCE OF BONDS

In recent years the commission has seen increased bonding activity by the independent colleges and
universities, mostly to take advantage of the decline in long-term interest rates in order to either finance
new construction or refinance existing debt. Most of the bonds are issued with maturities of between 15
and 30 years, with the majority in the 20- to 25-year range. As of the end of FY 2001, the amount of total
debt outstanding was $1.131 billion. A summary of the past five fiscal years’ issuance activity is as
follows. il

Fiscal year Number of issues Total bond amount issued
1995 5 $37,915,000
1996 2 10,420,000
1997 8 167,870,000
1998 6 130,508,449
1999 10 199,584,871
2000 6 156,470,000
2001 . 7 192,545,000

7 years’ total 44 $895,313,320
Bonds outstanding, EOFY 2001 $1,131,448,706
Page 135
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SPA FY 2002 - FY 2003 Operating Budget Analysis SPA

e The population served has
grown 50% since the

Comission's inception in Commission on Hispanic/
e A new director and legislative - -
liaison have been hirsgd. Latl n O Affa l rS

Wendy Risner, Budget Analyst

ROLE

The Commission on Hispanic/Latino Affairs was created in 1977. Its purpose is to serve as an advocate
for Hispanic persons in Ohio and to help develop policies and plans to meet the needs of the Hispanic
community. The commission is also a resource to the general public, business, the General Assembly,
and other governmental agencies, as well as non-profit or educational organizations that are seeking
information about Ohio’s Hispanic community.

The commission has three full-time staff: a director, legislative liaison, and secretary. The commission
has three primary goals: 1) to promote actions and programs that will address academic achievement of
Hispanic students, 2) to continue and enhance Hispanic leadership development efforts, and 3) to promote
economic development and employment in the Hispanic community.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
3 $216,000 $221,000 $207,000 $212,000 Am. Sub. H.B. 94
OVERVIEW

The Commission on Hispanic/Latino Affairs received $436,730 for the biennium. The commission
received $444,226 for the previous biennium. This represents a decrease in funding of approximately 1.7

percent for total appropriations. GRF appropriations are $419,548 for this biennium and were $427,817
for the previous biennium. This represents a decrease in funding of 1.9 percent.

The commission is becoming unable to meet all of its constituents’ requests as the population served has
grown more than 50 percent since the commission was established in 1977. The agency is considering
using grant writing and fund-raising to help support important projects. The commission is also
considering using corporate sponsors for various events and conferences.

Page 136
Ohio Legislative Service Commission



SPA FY 2002 - FY 2003 Operating Budget Analysis SPA

BUDGET ISSUES

COMMISSION ON HISPANIC/LATINO AFFAIRS PROGRESS REVIEW

The commission is required to submit to the ranking minority member of the Human Services
Subcommittee of the Finance and Appropriations Committee of the House of Representatives a report that
demonstrates the progress that has been made toward meeting the commission’s mission statement. This
report must be submitted no later than December 31, 2001. There may be minimal fiscal effects due to
the preparation of the report. iiiy
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OHS FY 2002 - FY 2003 Operating Budget Analysis OHS

« $1.96 million appropriated for
local historical projects . - -

« $3.4 million appropriated for H
9.4 millon appre Ohio Historical Society
Commission

Sean S. Fouts, Budget Analyst

ROLE

The Ohio Historical Society (OHS) is a chartered, not-for-profit corporation that receives state subsidies
to manage historical sites. It has operated continuously since 1885. In accordance with Ohio Revised
Code section 149.30, the society’s mission is “to promote a knowledge of history and archeology,
especially for Ohio.” Services provided to the state include administering the state's historic preservation
office and operating a network of historic sites and museums. An 18-member OHS Board of Trustees
governs the agency's activities. OHS employs a staff of approximately 402 persons.

In addition to operating historical sites, OHS maintains the state archives. H.B. 649 of the 122" G.A. also
entrusted the Society with storing extra copies of legislative documents. Much of the state archives is
accessible through the Society's website. In fact, the Society received approximately 3.5 million records
of usage of their online archives last year. There has also been an increase in visitors to the library and
huge demand for extending operating hours for the library. The Society is investigating methods of
providing more access.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
402 $15.9 million $15.7 million $15.9 million $15.7 million Am. Sub. H.B. 94
OVERVIEW

The Society was appropriated $15.927,127 in FY 2002 and $15,670.846 in FY 2003. The FY 2002
amount represents an increase of 2.2 percent above FY 2001 expenditures. The FY 2003 amount
represents a decrease of 1.6 percent from FY 2002. Of the $15.9 million appropriated in FY 2002,
$1,092,425 is earmarked for local historical projects. Of the $15.7 million appropriated in FY 2003,
$865,875 is earmarked for local historical projects. These projects are managed by entities other than the
Ohio Historical Society. When these appropriations for local historical projects are excluded, the
subsidies for the Society are $14,834,701 in FY 2002 and $14,804,969 in FY 2003. The FY 2002 amount
represents a 1.4 percent decrease compared to FY 2001 levels used solely for the Society’s operations.
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OHS FY 2002 - FY 2003 Operating Budget Analysis OHS

BUDGET ISSUES

OHIO BICENTENNIAL PREPARATIONS

As we approach Ohio’s bicentennial in 2003, the Ohio Bicentennial Commission also continues planning
activities to commemorate the bicentennial. The commission is a separate entity. The Ohio Historical
Society acts as the commission’s fiscal agent. The commission consists of 51 members and was
established by statute in 1995. The commission has established a historical marker program and a
program to paint the bicentennial emblem on a barn in each of Ohio’s 88 counties.

The Ohio Bicentennial Commission was appropriated $1,723,750 in each fiscal year.

OPERATING SUBSIDY

Temporary language requires the Historical Society to submit detailed budget information to the
Controlling Board before receiving the second quarterly payment for FY 2002 of GRF item 360-501,
Operating Subsidy. That amount totals $931,880. The submitted budget must contain current and
projected costs of operating each state memorial by category and the sources and amounts of non-state
income used at each site. Also, the Controlling Board is required to consult with the Ohio Historic
Preservation Advisory Board to determine whether or not the Historical Society’s submitted plan
adequately meets the state’s goals of historic preservation prior to releasing the moneys. iy
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REP FY 2002 - FY 2003 Operating Budget Analysis REP

e Total appropriations are
increased 11.3% in FY 2002

and 4.5% in FY 2003 House of Representatives

Nelson D. Fox, Senior Analyst

ROLE

The role of the House of Representatives, in conjunction with the Ohio Senate, is to enact the laws of the
state, the authority for which is provided in the Ohio Constitution. The House considers bills, which may
alter or create state law, as well as resolutions that are formal expressions of the wishes and opinions of
the legislature.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
353° $20.0 million $20.6 million $18.4 million $19.3 million Am. Sub. H.B. 94
OVERVIEW

Accounting for the 1.5 percent reduction in GRF appropriations provided for in the budget act, total
funding for FY 2002 is $19,695,762, an 11.3 percent increase over FY 2001 spending of $17,694,807.
Total FY 2003 appropriations are $20,590,534, a 4.5 percent increase over FY 2002 levels. About 93
percent of funding is derived from the GRF, which pays for salaries and other operating expenses; the
remaining 7 percent consists of funds within the General Services Fund (GSF) group. These funds
contain refunds from the Department of Administrative Services (DAS) for medical insurance premium
overpayments made on behalf of House members, amounts received from the salvage of equipment, and
the sale of flags, insignia, and similar memorabilia. iy

8 This figure is an approximate number and includes House members, in addition to aides and pages.
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OIC FY 2002 - FY 2003 Operating Budget Analysis OIC

» OIC considering a paperless
imaging process system
» OIC has no backlog of claims

Ohio Industrial
Commission

Sean S. Fourts, Budger Analvst

ROLE

The Ohio Industrial Commission (OIC) hears worker and employer appeals of workers’ compensation
claims decisions made by the Bureau of Workers’ Compensation (BWC). Disputed claims typically
involve conflicts over medical decisions or lost time benefits. OIC operations are funded through an
Administrative Cost Fund (ACF) assessment that is added to employers’ workers’ compensation
premiums. OIC does not receive general revenue funds.

Hearings take place at three levels. Initial hearings take place before district hearing officers, and if
disputes remain, at a second level before staff hearing officers. District and staff level hearings take place
at OIC offices located throughout the state, and must occur within 52 days after a claimant or employer
files an appeal with the commission. Any remaining disputes are referred to a three-member panel of
commissioners in Columbus, that may take up any cases it believes warrant further review. Otherwise,
cases proceed to the court system.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
571 $57.0 million $60.0 million $0 $0 Sub. H.B.74
OVERVIEW

Since 1996, total staffing levels at the commission have fallen from 643 in 1996 to 571 presently. This
decline was realized in part because of attrition, and also because the OIC was no longer required to retain
staff at all BWC service centers.

The total number of hearings held between 1996 and 2000 dropped from 231,733 to an estimated
184,000, a 20.6 percent decrease in workload. OIC has a mandate to hear claims and issue an order at the
district level within 52 days. If this decision is appealed, OIC has another 52 days to conduct the second
level hearing and issue an order. OIC has compiled a 94 percent compliance rate at the district hearing
officer level and a 92 percent compliance rate at the staff hearing officer level. i
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IGO FY 2002 - FY 2003 Operating Budget Analysis IGO

» $100,000 available each fiscal
year for special investigations
by controlling board approval
« GRF appropriations increase Inspector General
5.3% from fiscal year 2002 to
fiscal year 2003 ’

Jonathan Lee, Budget Analyst

ROLE

The Office of Inspector General (IG) investigates fraud, waste, abuse, and corruption within the executive
branch of state government. Complaints received by the office are reviewed and evaluated to determine
whether there is reasonable cause to believe the underlying allegations, if true, would constitute a
“wrongful act or omission” on the part of a state officer, agency, or employee.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
7 $721,000 $754,000 $621,000 $654,000 Am. Sub. H.B. 94
OVERVIEW

The Inspector General’s total budget decreased by 2.1 percent from FY 2001 to FY 2002, although
compared to FY 2001 actual expenditures, FY 2002 appropriations are 2.9 percent higher. The Inspector
General was appropriated $1,476.923 for the FY 2000-2001 biennium but actual expenditures totaled
$1,463,415 a difference of $13,508. Appropriations increase by 4.6 percent from FY 2002 to FY 2003.
For the FY 2002-2003 biennium, the Inspector General requested $1,913,195, but received $1,474,798.

Due to reduced biennial funding, the Inspector General’s office will have to restructure its internal
operations to accommodate the budget cuts. The Inspector General will have to prioritize office needs by
determining whether to hire additional employees, replace an overloaded server, purchase a new vehicle,
or update office computers. Recently, IG investigations have demanded a disproportionate amount of
available resources. An increase in complaints present the IG with difficulty in accomplishing the primary
mission of the office to investigate wrongdoing and to do so in a timely fashion. The increased complaints
have also posed difficulties in dedicating any resources to pro-active or preventative educational efforts.

Am. Sub. H.B. 94 permits the Inspector General the use of up to $100,000 in each fiscal year for special
investigations. The $100,000 is from the Controlling Board’s Contingency/Emergency Purposes line. iy
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INS FY 2002 - FY 2003 Operating Budget Analysis INS

» Total funding is increased by

$1.1 million in FY 2002 (4%

above FY 2001 appropriation)

$2.7 million in FY 2003 (9.8%

above FY2002). Department of Insurance
e In FY 20083, increased funding

will be used to upgrade the

department’s computer Ivy Chen, Economist

system.

ROLE

The Department of Insurance (ODI) is responsible for reviewing life, accident, health, managed care,
property and casualty insurance policies, forms and rates and ensuring that services and benefits offered
by insurance companies are consistent with their advertised policies and delivered in an equitable manner.
The department also examines the financial records of insurers, and investigates insurance fraud and
consumer complaints. The department is responsible for regulating the financial condition of, and
conducting financial examinations for, the 309 domestic insurance companies based and licensed to do
business in Ohio, as well as, the 1,573 foreign insurance companies based in another state, but licensed to
do business in Ohio.

ODI collects approximately $365 million of premium taxes and other fees for the General Revenue Fund.
The department also annually licenses approximately 11,000 agents and regulates approximately 145,000
agents and 7,800 agencies. In 2000, the department licensed and regulated nearly 1,800 insurance
companies operating in the state.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
282 $27.6 million $30.3 million $0 $0 Am. Sub. H.B. 94
OVERVIEW

Except for the Ohio Senior Health Insurance Information Program (OSHIIP), which is partially funded
through a federal grant, ODI is funded entirely from revenues generated by fees and assessments paid by
the insurance industry. The department does not use the GRF for funding its operations. The budget act
sets ODI’s total appropriations at $57.9 million over the FY 2002-2003 biennium. This represents an
increase of 18.2 percent over the FY 2000-2001 biennium’s spending of $49.0 million.

ODI’s appropriations are $27,615,790 for FY 2002 and $30,316,091 for FY 2003. The FY 2002
appropriation is 4.0 percent above FY 2001 appropriations, or approximately 14 percent above FY 2001
actual spending levels. The FY 2003 appropriation is 9.8 percent above the FY 2002 appropriation.
Am. Sub. H.B. 94 did not contain any fee increases. Thus, the extra funding for FY 2002 and FY 2003
will come from the available cash reserves in the department’s various non-GRF funds.
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BUDGET ISSUES

Most of the additional funds provided in Am. Sub. H.B. 94 will be used to maintain the FY 2001 increase
in staff to 282 full-time employees and to upgrade the department’s computer system for the operation of
the following five programs within the department: Financial Regulation Services, Investigative and
Licensing Services, Policy and Rate Filing Services, Consumer Services, and Administration. Funding of
$338,554 in FY 2002 and $385,912 in FY 2003 is provided for the Consumer Services program to
maintain current staffing levels, continue reimbursement to volunteer coordinators, maintain printing of
current publications, and lease a copier for OSHIIP. In addition, funding of $404,159 in FY 2002 and
$1,541,427 in FY 2003 is provided to continue technological progress for the Office of Information and
Technology Services in the Administration program. giily
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JES FY 2002 - FY 2003 Operating Budget Analysis JES

o JFS appropriation for FY 2002
increases $1.9 billion over - -
v 2001 spending with most of Job and Family Services
the increase being in Medicaid
and other health care
« $369 million in TANF funds are
earmarked each year for counties
¢ $221 million in TANF funds is

transferred over biennium to other
departments

Sreve Mansfield, Senior Analvst
Ivy Chen, Budget Analyst
Maria Seaman, Budger Analyst

ROLE

The Ohio Department of Job and Family Services (JFS) was formed on July 1, 2000 by the merger of the
Department of Human Services and the Bureau of Employment Services. The JFS vision is, through
partnerships with local government, to be the nation’s premier family support and workforce development
system, that contributes to developing skilled, healthy Ohioans, successful businesses, and strong
communities. It does this through the direction and supervision of programs that provide health care,
employment and economic assistance, child day care, enforcement of child support, and a host of other
social services to individuals, families, and children. These services are provided through five major
delivery systems: Workforce Development, Child Support, Children and Family Services, Health Care,
and Unemployment Insurance. See the appropriate sections for a detailed analysis of the budget of each
delivery system.

Agency In Brief
Number of Total Appropriations-All Funds GRF Appropriations Appropriation
Employees 2002 2003 2002 2003 Bill(s)
- - - - - Am. Sub. H.B. 94
3,951 $12,584.8 million | $13,330.9 million | $8,118.2 million | $8,636.8 million Am. Sub. H.B. 299
OVERVIEW

The administration and funding of human service and workforce development programs represent a
unique, cooperative partnership between the three levels of government: federal, state, and local. JFS
directs and supervises the delivery of human services through a network of local government agencies
and several district offices. The direct delivery of these services is administered by a combination of
county offices, which includes 88 county departments of job and family services, 50 separate child
support enforcement agencies, and 33 separate public children services agencies. Unemployment
compensation services and workforce development services are also delivered through a network of
county and regional offices, and telephone registration centers. In early 2001, JFS developed a plan for
the reorganization of local state offices that would reduce the number of such offices from 71 to 24.
According to the department, approximately 3,700 department staff and 20,000 county staff are employed
in the delivery of all of these services.
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JFS supervises the delivery of services by the counties through a written partnership agreement with each
board of county commissioners. The partnership agreement specifies the expectations of county
performance and details the state’s commitment of support. All 88 county partnership agreements were
renewed prior to July 1, 2001.

Under the partnership agreement, each county receives a consolidated allocation of eight different
allocation streams from the federal government. The advantage of the single allocation is that is provides
counties with greater flexibility in their spending by aggregating the eight funding streams into one single
amount with which to operate. The county spends the consolidated funds in the various programs as
needed, and JFS employs a cost allocation system to capture and report expenditure information at the
grant specific level. When this cost allocation system is employed, if a county exceeds its total allocation,
this overage can be balanced with under spending from another county. In FY 2000 the counties
collectively exceeded the total consolidated allocation by approximately $37.1 million. Two counties
(Cuyahoga and Hamilton) accounted for $24.4 million of this excess spending. This excess could not be
fully balanced with under spending within the consolidated allocation, and hence was drawn from federal
TANF funds that had been transferred to the Social Services Block Grant. JFS anticipates that
approximately $50.0 million will be drawn from the same source to pay for county overages in each year
of the FY 2002 - FY 2003 biennium.

For FY 2002, the budget act appropriates $12,584,804,896 in all funds to totally fund JFS. This exceeds
the FY 2001 spending level by $1,873,002,569, or 17.5 percent. Virtually all of the increase in
appropriation authority over FY 2001 expenditures occurs in federal funding. When looking solely at
GRF appropriations, we see that FY 2002’s appropriation of $8,118,233,781 is an increase of only
$184.415,343, or 2.3 percent, over the FY 2001 expenditure level. Looking further into the composition
of the department’s GRF appropriation, we see that several GRF line items include a federal portion. The
federal portion of the GRF appropriation for JFS amounts to over $4.3 billion in FY 2002, and
$4.6 billion in FY 2003. As a portion of the department’s total budget for both FY 2002 and FY 2003,
federal funds make up 63.0 percent of the total. The table below details the department’s appropriations
by fund group.

Department of Job & Family Services Appropriations by Fund Group
% Change % Change
Fund FY 2001 FY 2002 FY2001-2002 FY 2003 FY2002-2003
GRF $7,933,818,438 | $8,118,233,781 2.27% $8,636,803,057 6.39%
General Services $109,081,280 $99,822,414 -9.28% $107,910,419 8.10%
Federal Special Revenue $2,243,588,806 | $3,626,924,110 38.14% $3,795,920,078 4.66%
State Special Revenue $302,536,426 $633,478,336 52.24% $675,507,781 6.63%
Agency Fund $122,766,703 $105,446,255 -16.43% $107,849,502 2.28%
Holding Account Redistribution $10,673 $900,000 98.81% $900,000 0.00%
TOTAL $10,711,802,326 | $12,584,804,896 14.88% $13,324,890,837 5.88%
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The budget for the Department of Job and Family Services is organized into six broad program areas, or
program series, with a seventh for budget items that span two or more series. The appropriation level for

each program series is as follows:

Program Series 1
Program Series 2
Program Series 3
Program Series 4
Program Series 5
Program Series 6

Program Series 999

FY 2002

$1,820,349,023
$ 416,515,498
$ 699,949,961
$9,204,443,153
$ 100,214,674
$ 122,063,314
$ 221,269,273

Workforce Development
Child Support

Children and Family Services
Health Care

Unemployment Insurance
Central Administration
Multi-Program Items

FY 2003

$1,868,507,315
$ 417,666,105
$ 789,752,275
$9,813,279,292
$ 94,189,149
$ 112,756,714
$ 228,739,986

The following pie chart displays the proportions of each program series in the JFS budget for both fiscal
years combined.

Department of Job and Family Services
FY 2002-FY 2003 Biennial Program Appropriations

Health Care
73%

- 3 : ’
Children & Family E%;Hﬁﬂ‘ z ;
Services %

6%

Unemployment
Insurance
1%

Central
Administration
1%

Multi-Progra
Iltems
2%

3%

Child Suppoﬂ/WOrkforce /
Development

14%

The following sections provide a summary of the developments in each series. The most significant
element of the multi-program items series is discussed within the section on Central Administration.
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WORKFORCE DEVELOPMENT

OVERVIEW

The Department of Job and Family Services (JFS) is designated by state law as the state agency
responsible for administering and supervising the federal Temporary Assistance for Needy Families
(TANF) program and also for administering the federal Workforce Investment Act of 1998. The merger
of the Department of Human Services (HUM) and the Bureau of Employment Services (BES) that formed
JES directly links the employment services programs that had been administered by BES with the
employment services that had been developed by HUM through welfare reform. One of the main motives
of the merger of HUM and BES was to unify a significant portion of Ohio’s employment and training
services under one department, thus eliminating duplicate services. The workforce development program
series is the product of the merger. In addition to employment services, the workforce development
program series includes income maintenance programs, subsidized child day care services, food stamp
and nutrition services, adult emergency services, disability assistance, and refugee services.

The goals of the workforce development programs are to promote prosperity by helping Ohioans achieve
and maintain employment, to improve the quality of the workforce, to provide child care assistance that
enables parents to find and keep work, to help youth obtain skills and work, and to provide care and
assistance for those unable to care for themselves.

The total appropriation authority for the Workforce Development program series for FY 2002 is
$1,820,349,023. This is an increase of $360,888,377, or 24.7 percent, over the actual spending in the
series in FY 2001. The fact that a significant portion of appropriation authority from federal sources of
revenue went unspent in FY 2001 accounts for most of the difference between the actual spending in the
series in FY 2001 and the appropriation level for FY 2002. The total appropriation authority for the series-
for FY 2003 is $1,874,507,315, an increase of $54,158,292, or 3.0 percent over the appropriation level for
FY 2002. For FY 2002, 69.1 percent of the total appropriation for the workforce development series is
from federal sources.

One of the significant aspects of the budget act for this series is the degree to which federal Temporary
Assistance to Needy Families (TANF) moneys are transferred or earmarked. For example, in FY 2002,
the budget act transfers $76.2 million in federal TANF funds to the Head Start program in the Department
of Education, and $5.2 million to the TANF Housing program in the Department of Development. For
FY 2003, the budget act transfers a total of $133.8 million for the Head Start program and for student
intervention services in the Department of Education, and $6.5 million for the TANF Housing program in
the Department of Development.

One of the most significant set of earmarks was made in order to hold counties harmless with regard to
the basic TANF funding that they received. The budget act earmarks over $369.0 million in each year for
this purpose.

OHIO’S TANF PROGRAMS

A fundamental shift in the nature of Ohio’s welfare program was introduced in 1995 with the passage of
Sub. H.B. 167 of the 121" General Assembly. In H.B. 167, Ohio sought, and was granted, a waiver from
the existing requirement of the federal Social Security Act to redesign the delivery of welfare benefits in a
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way that provided increased incentives for recipients to move off welfare by giving priority to early

- employment rather than education. The federal TANF program was implemented by the Personal
Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA), which built on the earlier
experience of the several states that had pursued experiments in welfare reform. Ohio’s main TANF
programs, the Ohio Works First (OWF) program and the Prevention, Retention, and Contingency (PRC)
program (introduced by Sub. H.B. 408 of the 122™ General Assembly), implemented PRWORA and
refined and extended the “work first” strategy of welfare reform. The OWF program provides time-
limited cash assistance and support services to help needy families with (or expecting) children care for
their children in their own homes, and to eliminate the barriers to work that produce dependence on
government. OWF seeks to accomplish this by providing such things as job placement services, child care
services, and transportation, and by promoting activities such as preparation for work, job search, and
early entry into employment.

Among the reforms implemented by H.B. 408 are stricter work requirements, an expansion of the earned
income disregard, and lifetime limits on the eligibility to participate. While the federal TANF law
provided a lifetime limit to participation of five years, participation in OWF has a limit of 36 months,
after which the family remains ineligible for 24 months. Subsequent to this 24 month period, a family
may receive benefits for an additional 24 months if, in the view of the county department of job and
family services, good cause exists to warrant the extension.

The PRWORA eliminated the Aid to Families with Dependent Children (AFDC) program, the Job
Opportunity and Basic Skills (JOBS) program, and the Family Emergency Assistance (FEA) program.
Congress replaced these programs with the Temporary Assistance to Needy Families (TANF) program.
Prior to TANF, under the AFDC program, the federal government provided states with open-ended
matching funds if a state decided to participate in the program.

The old AFDC program was an ‘“entitlement” for states that chose to operate an AFDC program. The
states that participated received a reimbursement for their welfare spending of 50 to 80 percent,
depending on per capita income. In Ohio, this reimbursement averaged approximately 60 percent over the
decade prior to PRWORA. Each state that participated determined (as continues today under TANF) the
income standards for eligibility and the benefit levels of recipients. Recipients had a “right” (which also
continues under TANF) to equal treatment in the determination of their eligibility and benefit levels.
Under the original entitlement that was granted to participating states, federal appropriations were
provided as a reimbursement for the assistance provided to needy families. If a state experienced an
increase in welfare expenditures due to an increase in case loads or changes in benefit levels, this would
result in an increase of federal reimbursements, and vice versa. Another aspect of the “entitlement” that
changed with welfare reform is the requirement that recipient adults must now meet a participation
requirement that is established in a self-sufficiency plan as a condition of receiving cash benefits.

Ohio Works First (OWF) Cash Grants

At the end of FY 2001, the TANF caseload stood at about 196,600 recipients, or 84,400 assistance
groups. This represents a year-over-year decrease of 50,000 recipients, or nearly 14,000 assistance groups
from the end of FY 2000. Looking at these figures as proportions, year-over-year there is a 20.3 percent
reduction in the number of recipients, and a 14.2 percent reduction in the number of assistance groups.
The number of “child only” assistance groups (typically cases where the children are residing with a
relative) now exceeds 45 percent of the total number of assistance groups.

Cash benefit payments totaled $332.5 million in FY 2001, continuing the declining trend in cash
assistance from the peak of 1992. LSC forecasts a continuation of this trend with cash grant expenditures
of $327.4 million in FY 2002 and $319.0 million in FY 2003. In contrast, JES’s forecast anticipates a
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reversal in the trend for the OWF caseload and an increase of cash assistance payments to $331.3 million
in FY 2002 and $341.6 million in FY 2003. Figure 1 depicts the historical trend in the annual amount of
expenditures for cash assistance.

Figure 1. Total ADC/OWF Cash Payments
FY 1992 - FY 2001
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Over the course of the summer months, however, economic activity showed increased evidence of
slowing down. Now, in the wake of the terrorist attacks in September, it seems more likely that the

economy will actually enter a recession. This makes it far more likely that caseloads will increase during
FY 2002.

The Prevention, Retention, and Contingency Program (PRC)

The PRC program is designed to “divert” families from public assistance by providing one-time, short-
term customized assistance to overcome immediate problems or barriers that could, if not addressed,
result in a situation that requires long-term public assistance. The PRC program was implemented by
H.B. 408, and replaced the Family Emergency Assistance (FEA) program. The objective of the PRC
program is to provide a mixture of cash and non-monetary services that will enable a family to retain or
obtain employment, and thereby stay off of public assistance.

The old FEA program focused on such contingency benefits as rent payments, utility shutoffs, and
household appliance repair or replacement. Along with these same contingency benefits, PRC emphasizes
prevention and retention benefits that are oriented to helping clients achieve or maintain self-sufficiency.
To participate in the PRC program, an assistance group must include at least one minor child or a
pregnant woman. Additional PRC program eligibility criteria are established in each county’s partnership
agreement. Counties are given considerable latitude regarding the types and amounts of assistance to be
provided. The policies that counties develop must be consistent with state and federal law. The types of
cash assistance that PRC provides assistance for include costs for such things as: shelter, job-required
clothing, household necessities like the repair of a furnace or a major appliance, home repair, and
transportation. Non-monetary services include such things as counseling, employment services, and short-
term training. In FY 2000, total PRC expenditures were $60.6 million. Final figures for FY 2001 are not
available at the time of this writing.
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The budget act eliminates a restriction in permanent law that limits the PRC program to serving only
assistance groups that include at least one minor or a pregnant woman and provides that benefits and
services provided under the PRC program must be allowable uses of federal TANF funds, except that
they may not be for on-going “assistance” as defined by federal TANF regulations. The impact of this
change in permanent law is to enable JFS and the counties to provide certain PRC benefits and services to
non-custodial parents whose income meet eligibility requirements. The costs associated with this
expansion of eligibility will be supported within the existing funding levels of the TANF program.

The budget act did not fund a continuation of the Prevention, Retention, and Contingency-Development
Reserve (PRC-DR) program. Neither JFS in its budget request, nor the Governor in his budget
recommendation, sought a renewal of the PRC-DR program. The program had expanded PRC services
and benefits, especially through contracts with service providers. JFS allocated $300 million in federal
TANF reserve funds to the counties to expand these services. A cap on each counties spending from
these reserves was based on the county’s share of population at or below 200 percent of the federal
poverty level.

Composition of Ohio’s TANF Expenditures

One of the consequences of the block grant funding arrangement is that reductions in recipient case loads
reduce the amount of “baseline” cash benefits, thus leaving more funds available for other TANF related
program services or activities. As can be seen in Figure 2, by FFY 2000, non-cash TANF expenditures
now constitute a majority of total TANF spending in Ohio. These other activities include a broad array of
services designed to help individuals find and keep jobs, including employment services, child day care,
transportation, emergency benefits, and other PRC services and benefits. In FFY 1997, non-cash
expenditures made up 21.5 percent of total TANF expenditures (federal and state), whereas in FFY 2000
they made up 53.8 percent of the total.

Figure 2. Composition of Ohio's TANF Expenditures,
FFY 1997 - FFY 2000
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TANF Block Grant

If TANF grant funds go unspent in a particular year, the PRWORA legislation provides that “‘a State may
reserve amounts paid to the State under [this legislation] for any fiscal year for the purpose of providing,
without fiscal year limitation, assistance under the State program funded under [this legislation].” At the
end of FFY 2000, Ohio had a total federal TANF reserve of approximately $721.6 million, not counting
unspent funds that have been transferred to either the Social Service Block Grant or the Child Care and
Development Fund.

In the past, the Governor and the General Assembly have agreed to build up Ohio’s TANF reserve. This
reserve is established simply by not appropriating a portion of the annual grant and allowing it to remain
at the federal level. Beginning with this budget, representatives of the executive branch believe the
reserve is sufficient for any caseload contingencies that might occur during the remainder of the five-year
term of the block grant (through FFY 2002). The federal government holds unspent TANF funds in one
of two categories: “unliquidated expenditures” and “unobligated balance.” At the end of FFY 2000, the
accumulated unappropriated TANF funds held in reserve for Ohio were $216.7 million, while
appropriated funds remaining unliquidated were $504.9 million. As of June 30, 2001, after drawing the
full award for the federal fiscal year, and with one more quarter remaining in the federal fiscal year, the
TANTF reserve stood at $742.2 million. In this reserve amount, appropriated funds remaining unliquidated
were $200.6 million, with the remaining $541.6 million being the unobligated balance.

Transfers and Earmarks of TANF Funds

For FY 2002, the budget act transfers $76.2 million in federal TANF funds to the Head Start program in
the Department of Education, and $5.2 million to the TANF Housing program in the Department of
Development. For FY 2003, the budget act transfers a total of $133.8 million for the Head Start program
and for student intervention services in the Department of Education, and $6.5 million for the TANF
Housing program in the Department of Development. These transfers are summarized in Table 1.

Table 1. Transfer Of Federal TANF Funds To Other Departments
Department ALl Name FY 2002 FY 2003
Development 195-619 TANF Housing Program $5,200,000 $6,500,000
Education 200-406 State Head Start $76,156,175 $98,843,825
Education 200-513 Student Intervention Services $0 $35,000,000
TOTAL $81,356,175 $140,343,825

In addition, the budget act also transfers state TANF maintenance of effort (MOE) funds to other
departments. In both FY 2002 and FY 2003, $5.0 million in MOE funds are transferred to the Department
of Alcohol and Drug Addiction Services for treatment and youth mentoring services, and $250,000 to the
Department of Health for family planning services.
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In order to hold counties harmless with regard to the basic TANF funding that they received, the budget
act took specific steps to earmark TANF funds going to the counties. The budget act earmarks over
$369.0 million in each year for this purpose. These are listed in Table 2.

Table 2. Earmarks Of TANF Allocations To Counties

Name FY 2002 FY 2003
County Allocations $276,586,957 $276,586,957
WIA Supplement $35,109,178 $35,109,178
Early Start-Statewide $38,034,600 $38,034,600
Transportation $5,000,000 $5,000,000
County Training $3,050,000 $3,050,000
Adult Literacy & Child Reading $5,000,000 $5,000,000
Disaster Relief $5,000,000 $5,000,000
School Readiness Centers $1,260,000 $1,260,000
TOTAL $369,040,735 $369,040,735

In addition to the above earmarks of TANF allocations to the counties, the budget bill includes other
earmarks funds from the TANF block grant. These are listed in Table 3.

Table 3. Additional Earmarks Of TANF Funds
Name FY 2002 FY 2003
TANF Youth Diversion Programs $19,500,000 $19,500,000
Kinship Navigators $3,000,000 $3,000,000
TANF Faith-Based & Non-Profit Capacity-Building Programs $1,000,000 $1,000,000
Talbert House $100,500 $100,500
Montgomery Co. Out-of-School Youth Project $1,000,000 $1,000,000
Appalachian Workforce Development and Job Training $15,000,000 $0
Center for Family and Children $150,000 $0
TOTAL $39,600,500 $24,600,500

The budget act also requires the Department of Job and Family Services to transfer to the Social Services
Block Grant (SSBG), established by Title XX of the federal Social Security Act, the maximum amount
from the TANF block grant as is permitted under federal law. In each federal fiscal year, Ohio has been
permitted to transfer up to $72,796,826 from the TANF block grant to the SSBG, and has done so in each
year since Ohio started to receive the TANF block grant in FFY 1997. In providing services that fall
within the area of the SSBG, Ohio spends state and local funds in excess of what can be claimed as a
match under Ohio’s regular grant. When additional federal funds are transferred into the SSBG, Ohio can
claim those funds as “earned federal reimbursement.” Using such funds, the budget act earmarks a total of
$87.3 million in FY 2002 and $14.9 million in FY 2003 for specific purposes. This includes $60 million
to be transferred to the Office of Budget and Management, and earmarked for balancing the GRF in
FY 2002. The act does not provide for a transfer to OBM in FY 2003, but permits OBM to use in
FY 2003 any remainder of the transfer from the previous year. The Governor vetoed all of the earmarks
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for FY 2003. However, Am. Sub. H.B. 299, a budget “corrective bill,” restored the FY 2003 funding for
the first seven programs listed in Table 4.

Table 4. Earmarks Of TANF Funds Transferred To The SSBG

Program Department, ALl or fund FY 2002 FY 2003

Expansion of PCSA Activities JFS, ALI 600-691 $5,500,000 $5,500,000
Second Harvest Food Bank JFS, ALI 600-634 $4,500,000 $4,500,000
Projects for Violent and Aggressive Youth JFS, ALI 600-691 $2,000,000 $2,000,000
Child Nutrition Services EDU, Fund 5E6 $900,000 $900,000
Vocational Rehabilitation Transfer RSC, ALl 415-506 $600,000 $897,052
Ohio Alliance of Boys & Girls Clubs JFS, ALI 600-634 $600,000 $600,000
Abstinence-Only Education DOH, ALI 440-611 $500,000 $500,000
Transfer to OBM OBM, Fund 5Q8 $60,000,000 $0
Civilian Conservation Corps DNR, ALI 725-625 $7,885,349 $0
Community Residential Programs DRC, ALI 501-501 $3,600,000 $0
Non-TANF Adult Assistance JFS, ALl 600-696 $1,000,000 $0
Adult Protective Services JFS, ALl 600-695 $120,227 $0
Hippy Program (reading home instruction) JFS, ALl 600-696 $62,500 $0
Adoption Connection JFS, ALI 600-640 $50,000 $0
TOTAL $87,318,076 $14,897,052

Reauthorization and the Issue of Supplantation

Because the budget bill uses federal TANF funds to pay for programs that previously have been paid for
with state funds, the issue was raised during debates on the bill as to whether any of the transfers of
TANF funds to other programs constitutes “supplantation.” There is a concern that if Congress sees that
states have used federal TANF dollars to supplant state expenditures, it might reduce a state’s TANF
award accordingly when the TANF program comes up for reauthorization in FFY 2002. The issue of
“supplantation” is a difficult one because there is no guidance from the federal government as to what the
term means. The term is not used in federal TANF law, the Personal Responsibility and Work
Opportunity Reconciliation Act (PRWORA) of 1996. Nor is it used in the federal regulations issued for
the TANF program in April 1999 (called the TANF Final Rule).

The TANF Final Rule does contain prescriptive language regarding the determination of whether state
expenditures can be counted toward a state’s maintenance of effort (MOE) requirement, but when
presenting rules that apply to the uses of federal TANF funds the regulation says that states may use
federal TANF funds for expenditures that are “reasonably calculated to accomplish the purposes of
TANF.” The determination of what expenditures are reasonably calculated to accomplish a TANF
purpose is largely left to the states.
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The four purposes of the TANF program are:

1. Provide assistance to needy families so that children may be cared for in their own homes or
in the homes of relatives;

N9

End the dependence of needy parents on government benefits by promoting job preparation,
work, and marriage;

3. Prevent and reduce the incidence of out-of-wedlock pregnancies and establish numerical
goals for preventing and reducing the incidence of these pregnancies; and

4. Encourage the formation and maintenance of two-parent families.

One of the few definitions of the term “supplantation” was provided by Representative Nancy Johnson,
Chairman of the U.S. House Ways and Means Subcommittee on Human Resources, in a March 2000
letter to Don Siegelman, the Governor of Alabama. In that letter, Representative Johnson wrote about
innovative ways of using TANF dollars to advance the goals of welfare reform that states had been
developing, and she went on to say:

In reviewing these and similar investments for your own state, I hope you will be careful
to avoid supplanting TANF funds. By supplantation, I mean replacing state dollars with
TANEF dollars on activities that are legal uses of TANF funding. Supplantation, of course,
is perfectly legal under the TANF statute. However, if the savings from supplanted
federal funds are used for purposes other than those specified in the TANF legislation,
Congress will react by assuming that we have provided states with too much money. As
the reauthorization of the TANF legislation in 2002 approaches, it would be a shame if a
few states followed the suggestions of their budget officials and replaced state dollars
with TANF dollars in order to provide tax cuts, build roads or bridges, or in general use
funds for non-TANF purposes.

This quotation from Representative Johnson suggests three relevant questions: First, to what extent does
Am. Sub. H.B. 94 substitute TANF federal funds for state expenditures? Second, with regard to certain
transfers in Am. Sub. H.B. 94, are TANF funds being used for TANF purposes? And, third, if there is a
substitution, could the expenditures have been counted toward a state’s MOE requirement, or originally
made using TANF federal dollars, and thus not producing supplantation in the sense that Representative
Johnson used the term?

Perhaps the best way to determine ultimately whether a state has engaged in supplantation would be to
examine in the aggregate whether the state has spent more federal money and less state money on social
services that would meet TANF purposes than it did at the beginning of the TANF program. This
approach to analyzing potential supplantation is adopted by Deborah Ellwood and Donald Boyd in their
article, “Changes in State Spending on Social Services Since the Implementation of Welfare Reform: A
Preliminary Report” (published by: The Nelson A. Rockefeller Institute of Government, February 2000).
Such an analysis of the budget in aggregate would permit us to answer not only the first two questions but
the third question, as well. Such an analysis, however, would be a large undertaking.

Short of undertaking such a study of the aggregate spending pattern, however, we might look at whether
the state spending in the areas that receive a substitution with federal funds exceed state expenditures in
that area in FY 1995. If the expenditures are reasonably calculated to accomplish a TANF purpose and
exceed the state spending in that area in 1995, the excess could have been counted toward the state’s
MOE requirement, or otherwise paid for with federal TANF dollars. If either of these conditions are met,
the substitution of federal for state funds would not constitute supplantation. :
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There are three instances in Am. Sub. H.B. 94 where there seems to be a question of potential
supplantation. The first instance is the replacement in the budget of the Department of Job and Family
Services of the Wellness Block Grant program that has been funded with GRF dollars with the Wellness
program, which is to be funded with TANF Block Grant dollars. The funding level for the Wellness
program is $14,337,515 in both FY 2002 and FY 2003. In FY 2001, expenditures for the Wellness Block
Grant program were $14,158,152.

Second is the transfer of TANF Block Grant dollars to the Student Intervention program in the
Department of Education. The transfer will be $35,000,000 in FY 2003 only. In FY 2003, the
appropriation for the program will be $38,280,000. In FY 2001, expenditures for the Student Intervention
program were $28,999,995 in state funds.

Third is the transfer of TANF Block Grant dollars to the Head Start program in the Department of
Education. The transfer will be $76,156,175 in FY 2002, and $98,843,825 in FY 2003. The appropriation
in the line item that receives the transfer in both FY 2002 and FY 2003 will be $98,843,825. In FY 2001,
expenditures in this appropriation item were $100,707,798 in state funds.

Expenditures in each of these three programs clearly meet one or more of the TANF purposes. The
transfer to Student Intervention Services will be used to support intervention services for children who
have failed a required proficiency test or who read below grade level. These services will be offered in
summer, after school, and other extended hours programs. These types of services have been shown to
produce outcomes like reduced teen pregnancy rates and increased rates of school completion, thus
making them appropriate uses of TANF funds under purpose 3.

The Wellness program provides funding to counties for community-based programs of prevention

services targeted specifically at reducing teenage pregnancy rates. This program is clearly an appropriate
use of TANF funds under purpose 3.

The Head Start program is explicitly mentioned as an appropriate use of TANF funds in the guidance
document “Helping Families Achieve Self-Sufficiency: A Guide on Fund Services for Children and
Families through the TANF Program,” issued by the U.S. Department of Health and Human Services,
Office of Family Assistance, issued in May 1999.

Both the Student Intervention Services program and the Wellness program are new programs that have
come into existence after 1995. Because they are expanded services that meet a TANF purpose, their
expenditures in previous years could have been counted toward the state’s MOE requirement, or could
have been paid for from the start with federal TANF dollars. Thus any substitution of federal TANF funds
for these expenditures cannot be considered “supplantation.”

The Head Start program was already in operation in Ohio in 1995. In that year, Ohio spent $66,022,498.
This amount provides a base for calculating what new spending in the Head Start program can be counted
toward Ohio’s MOE requirement. In every year since 1995, Ohio has increased expenditures in the Head
Start program. Am. Sub. H.B. 94 appropriates $98,843,825 for the Head Start Program in both FY 2002
and FY 2003, for a total of $197,687,650. Since we are considering spending over a two-year period,
doubling the base amount from 1995 produces a base funding level of $132,044,996. The difference
between the total appropriation and the base constitutes the “new spending” for the two years of the
biennium, and comes to $65,642,684. The transfer of TANF Block Grant funds to the Head Start program
provided for in Am. Sub. H.B. 94 is $76,156,175 in FY 2002 and $98,843,825 in FY 2003, for a total of
$175,000,000. Subtracting the “new spending” of $65,642,684, leaves $109,357,316 in spending over the
next biennium in Am. Sub. H.B. 94 that might be labeled “supplantation.” The following Table 5
summarizes this calculation.
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Table 5. TANF Transfer To Head Start And Potential Supplantation
A Head Start “Base” Funding 1995 $66,022,498
B “Base” Funding for two fiscal years (2 x A) $132,046,966
c Heéad Start Appropriation, FY 2002 & FY 2003 $197,687,650
D “New Spending” for FY 2002 & FY 2003 (C - B) $65,642,684
E TANF Transfer to Head Start, FY 2002 & 2003 $175,000,000
F Potential “Supplantation” (E — D) $109,357,316

Whether the label of “supplantation” is actually accurate would, as suggested above, depend on an
analysis of the budget in aggregate to see whether Ohio will spend more federal money and less state
money on social services that would meet TANF purposes in the coming biennium than it did at the
beginning of the TANF program.

Maintenance of Effort (MOE)

As noted above, the focus of public assistance programs has now shifted away from “entitlement” for the
states to a system of block grant funding where states assume a greater portion of the risk from costs
resulting from increases in the caseloads. Ohio’s annual TANF block grant award of approximately $728
million is based on the amount of federal funds expended in federal fiscal year 1994 for the three
eliminated programs (AFDC, JOBS, and FEA). In order to receive the annual block grant, Ohio is
required to meet a maintenance of effort (MOE) requirement of 80 percent of what it spent in federal
fiscal year (FFY) 1994 on the three eliminated programs (approximately $417 million), through
FFY 2002. The MOE can be lowered to 75 percent if the state meets its work participation requirements.
Since Ohio is meeting these participation requirements, the MOE spending level has been set by the
Department of Job and Family Services at 77 percent, and amounts to $401.2 million each year. See
Table 6 for a breakdown of the components of the MOE.

Table 6. Components Of TANF State Maintenance Of Effort
FY 2002 FY 2003

(in millions) (in millions)
600-410, TANF State $268.6 $268.6
600-413, Day Care MOE $45.4 $45.4
600-658, Child Support Collections $42.4 $42.4
County Share $29.2 $29.2
State Operating $15.6 $15.6
TANF MOE $401.2 $401.2

As noted above in the discussion of transfers, the budget act also transfers state TANF MOE funds to
other departments. In both FY 2002 and FY 2003, $5.0 million in MOE funds are transferred to the
Department of Alcohol and Drug Addiction Services for treatment and youth mentoring services, and
$250,000 to the Department of Health for family planning services.
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EMPLOYMENT SERVICES

Fiscal years 2002 and 2003 will see a continuation of the implementation of the federal Workforce
Investment Act (WIA) of 1998. WIA repealed the Job Training Partnership Act and replaced it with a
locally based employment and training service delivery system for adults, dislocated workers, and youths,
with an emphasis on flexibility in the use of program dollars. Provisions of WIA promote individual
responsibility and personal choice through the use of Individual Training Accounts that allow adult
customers to “‘purchase” the training that best fits their needs.

WIA is also business focused. Business is seen as a critical partner in the development and design of
service delivery systems with strong ties to economic development. WIA requires that business
representatives compose the majority of the membership of State Workforce Investment Boards,
providing leadership and information to ensure that the service delivery system prepares people for
current and future jobs.

Central to WIA is the “one-stop” approach to service delivery. In fact, the act mandates that states and
localities develop one-stop delivery systems for service integration and elimination of duplicative efforts.
One of the key points where the merger of HUM and BES manifests itself is in service delivery at the
local level with the development of the one-stop system in which employment services and income
maintenance services (OWF and PRC) are integrated.

Spending of funds in WIA activities has been slow to start. In FY 2001, Ohio had $112.8 million
available but spent only $63.0 million. Ohio’s WIA allocation from the federal government increased to
$128.5 million for FY 2002.

CHILD DAY CARE

Child day care is a key support to low-income working parents. In the last biennium, the income
eligibility ceiling for non-guaranteed child day care (where parents are required to pay a sliding-scale fee
toward the cost of child care) was raised to 185 percent of the federal poverty level. As well, child day
care is essential to implementing the work requirements of welfare reform. According to JFS, it is
expected that nearly 89,600 children will receive services during FY 2002 and nearly 94,600 children will
receive services during FY 2003.

The budget act appropriates $299.2 million in FY 2002 in line item 600-617, Day Care Federal, which
represents a 26.4 percent increase over spending from this line item in FY 2001. For FY 2003, the
appropriation is $337.8 million, an increase of 12.9 percent over the appropriation level for FY 2002. In
order for the state to draw down those amounts of federal dollars, the state has budgeted in line item
600413, Day Care Match/MOE, $84.1 million in both FY 2002 and FY 2003. Of the amount
appropriated in line item 400413, $45.4 million is designated as part of the state’s TANF MOE
requirement. A variable portion of the SSBG is also used to pay for child day care.

DISABILITY ASSISTANCE

The Disability Assistance (DA) program is a state- and county-funded effort that provides cash and/or
medical assistance to persons who are unemployable due to physical or mental impairment, or is over 60,
or is under 18, or is pregnant, or is medication dependent, and who are not eligible for public assistance
programs that are supported in whole or in part by federal funds (for example OWF or Supplemental
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Security Income). Eligibility criteria for DA are established by the state. The DA program thus provides a
“safety net” to help needy people to meet basic needs and maintain their health.

The DA program has two distinct components: DA cash assistance and DA medical assistance. There is
no time limit for receipt of DA benefits; assistance is provided on an ongoing basis as long as all
eligibility requirements are met, and provides a maximum grant of $115 per month for a one person
assistance group. The two largest components of DA medical assistance are physician services and
prescribed drugs. The medical assistance portion of the program does not cover inpatient and outpatient
hospital services since hospitals must deliver acute care services without charge to persons under
100 percent of the federal poverty level under the Hospital Care Assurance Program.

Three recent pieces of legislation have had a direct effect on the DA program. These are Am. H.B. 249
and Sub. H.B. 167 of the 121¥ General Assembly and Am. Sub. H.B. 408 of the 122™ General Assembly.
Am. H.B. 249 eliminated cash eligibility for people who had previously qualified solely because of a
medication dependency. Emancipated minors also became eligible for DA benefits under H.B. 249.
Sub. H.B. 167 and Am. Sub. H.B. 408 affected the DA program by easing certain qualifications for OWF.
Under these two acts, the work history requirement and the 100-hour work rule for two-parent families
have been eliminated, thus making it easier for DA recipients with children to meet qualifications for
OWF.

In the wake of this legislation and the implementation of OWEF, the DA cash and medical recipient
caseloads exhibited a steady decline until Fall 1999. In the Fall of 1999, however, the caseload for cash
recipients began to regularly exceed the forecast on which the budget for the program during the
FY 2000-FY 2001 biennium was based. The medical assistance caseload has behaved fairly close to
forecasts but the inflation rate in the area of medical costs, especially prescription drugs, exceeded
expectations. As a result, DA expenses exceeded the amount originally appropriated for FY 2000 and
FY 2001. The FY 2000 appropriation authority for line item 400-511, Disability Assistance/Other
Assistance (now re-numbered 600-511), was increased by $2.1 million at the end of FY 2000. That
increase, however, proved insufficient, and a portion of the payments of DA benefits had to be pushed
into FY 2001. JFS anticipated a shortfall of $10.7 million in DA costs in FY 2001. S.B. 346 of the 123"
General Assembly, signed into law by the Governor in December 2000, addressed this shortfall with a
$10.7 million increase in appropriation authority. Anticipating a continuation of the increases in the
caseload and in medical costs, the budget act appropriates $84.7 million for FY 2002 and $98.2 million of
FY 2003. These increases represent a year-over-year change of 18.5 percent for FY 2002 over FY 2001,
and 15.9 percent for FY 2003 over FY 2002.

CHILD SUPPORT ENFORCEMENT

OVERVIEW

State law establishes the Office of Child Support (OCS) within the Department of Job and Family
Services (JFS) and requires that the office establish a program of child support enforcement to meet the
requirements of Title IV-D of the Social Security Act of 1975. OCS has the responsibility of supervising
local entities in the establishment and enforcement of support obligations owed by non-custodial parents.
State law also requires that each county have a child support enforcement agency (CSEA) that operates
the child support enforcement program at the local level. The local CSEA has the responsibility for the
direct administration and provision of services to all individuals in need of child support services
including, location of an absent parent, paternity and support establishment, support collection, and
enforcement of financial and medical obligations. The child support program supports approximately
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845,000 cases statewide, which assists almost one million Ohio children. In FY 2000, Ohio collected and
disbursed approximately $1.1 billion of child support, which is 70.85 percent of all current support
obligations. The other 29.15 percent that was not collected (approximately $434.4 million) was added to
the arrears owed in FY 2001.

The final GRF appropriation amounts for child support (line items 600-420, Child Support
Administration and 600-502, Child Support Match) are $25.3 million in FY 2002 and $24.7 million in
FY 2003. The GRF appropriation amount for child support in FY 2002 is a 6.9 percent decrease from
actual expenditures in FY 2001 plus encumbrances for FY 2002. The appropriation amount for FY 2003
is a 2.4 percent decrease from the final appropriation amounts for FY 2002. According to JFS, at this
funding level, OCS and the county CSEAs will be able to provide basic services to its customers.
However, a reduction of some administrative expenses, such as travel and staff professional development
will be required. It should be noted that the GRF appropriation items that fund child support are exempt
from the provision of H.B. 94 that reduces GRF appropriations in FY 2002 and FY 2003 by 1.5 percent.

PATERNITY/SUPPORT ESTABLISHMENT AND ENFORCEMENT & COLLECTION

The Personal Responsibility and Work Reconciliation Act of 1996 (PRWORA) requires each state to
develop a methodology for establishment of paternity and support obligations, which are the first two
steps in collecting child support. The state’s portion of federal incentive dollars is based on performance
measures related to paternity and support order establishment. OCS assists the counties in meeting these
performance measure goals through contracts and interagency agreements.

The state has vendor contracts for both support establishment and genetic testing. The establishment
contract is in place for the purpose of processing backlogged cases at the local level. Through the
contract, the vendor attempts to establish support orders for county assigned cases, including paternity
establishment if necessary, or to close cases that meet the federal case closure criteria. The state also
continues its genetic testing contracts, which provide testing in cases where fatherhood is contested.
Statewide contracts allow the state to negotiate a lower price per test and the counties can utilize testing
services without the administrative responsibility of developing local contracts.

In January 1998, OCS created the Central Paternity Registry (CPR). The purpose of the registry is to
collect and process all paternity documents initiated by the CSEAs, hospitals, vital statistics registrars,
and courts. The state has contracted with a vendor for the registry’s operation and maintenance. The
vendor is also responsible for collection of the documents, continuing training, and monitoring hospital
compliance. The Department of Health (DOH), pursuant to an interagency agreement with JFS, processes
all paternity paperwork that comes through the registry.

In addition, the child and medical support enforcement and collection services assist CSEAs in locating
absent obligors; enforcing orders; and collecting child support, medical support, and other monetary
obligations from individuals who owe support. The state’s role is to provide the county CSEAs with the
resources to assist individuals owed child support to obtain that support. OCS supports statewide
contracts for new hire reporting, medical enforcement, financial institution data match, and, in part,
collections.

OCS plans to emphasize activities on which the federal government bases distribution of incentive
dollars. Those activities include paternity establishment, support order establishment, current collections,
collections on arrears, and cost effectiveness. Medical support establishment will soon become an
additional performance measure on which the federal government will base distribution of incentive
dollars to states. According to JFS, establishment of medical support will be a priority for OCS over the
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biennium. OCS has begun and will continue to monitor medical support establishment at the county level.
In addition, the Auditor of State is involved in performance audits of medical support establishment.

CoUNTY FUNDING

The child support program involves federal, state, and local government. The federal government sets
program standards and policy, evaluates state performance in conducting the program, and offers training
and technical assistance to the state. JES provides state supervision and the local CSEAs administer the
program. The federal government funds a major share of the cost of the program by reimbursing states
66 percent of their administrative expenses, with the exception of genetic testing expenses, which are
reimbursed at 90 percent. State and local governments must provide the funding not reimbursed by the
federal government. The state provides funds to the counties, which are then used to match federal funds.

Each county is allocated $15,000 of the state funds provided to the counties for administration of the
Child Support Enforcement Program. (Line item 600-502, Child Support Match). Some of the balance is
then allocated based on the county’s percentage of divorces, dissolutions, and annulments and percentage
of children born out-of-wedlock compared to the entire state and some of it is allocated based on the
county’s ratings according to performance standards. The remaining dollars are provided to the counties
as incentive funds based on a formula established by the department. In FY 2002, JFS will have
$3.2 million less to provide to the counties than it did in FY 2001. In FY 2003, JFS will have $575,646
less to pass through to the counties than it will in FY 2002. Since counties use state funds to access
additional federal funds for the program, the appropriation levels mean fewer state dollars for the
counties, but also fewer federal dollars for the program. However, according to JFS, the centralization of
collection and disbursement of child support mitigates the impact on the counties, since some of the
administrative responsibilities have shifted to the state. For example, the state is paying for the postage for
child support checks, a cost formerly borne by the counties. The state is also paying the cost of depositing
and disbursing child support collections.

The total reduction in funds passed through to the counties (line item 600-502, Child Support Match)
including the state's share and federally matched funds, is approximately $9.5 million in FY 2002 and
$11.1 million in FY 2003. The total shift in costs to the state for postage and centralized collections is
approximately $6.4 million in FY 2002 and $6.6 million in FY 2003. Thus, the counties, as a whole, will
experience a total reduction of $3.1 million in FY 2002 and $4.5 million in FY 2003 from the current
levels.

Overall, JFS believes that the GRF appropriation amounts for child support, combined with a 66 percent
federal match, will enable OCS and the county support enforcement agencies to provide basic services to
their customers. However, OCS will have to cut back on some administrative expenses, such as travel and
expenses associated with staff professional development (e.g. conferences). In addition, OCS may need to
cut back on the dollar amounts of some of its contracts for various statewide services.

SUPPORT ENFORCEMENT TRACKING SYSTEM (SETS)

The Family Support Act (FSA) of 1988 mandated that each state develop an automated system to manage
child support enforcement by October 1, 1995. The Ohio automated system aids in the location of absent
parents, and the establishment, enforcement, tracking, and reporting of child support cases. In Ohio, it is
called SETS. SETS is one of the largest statewide child support systems in the nation. The system
maintains data on 1.9 million parents and children seeking child support payments and 634,000 cases.
There are approximately 4,000 SETS users statewide. SETS is operational in a personal computer (PC)
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network environment, which, according to JFS, allows the system to be easily maintained and enhanced
to permit a flexible response to legislative actions or other future program initiatives.

The federal government extended the original October 1, 1995 deadline to October 1, 1997. Automation
efforts were ongoing, so states were given two options for negotiating compliance: the State Plan
Approval Procedure and the Alternative Penalty Procedure. The State Plan Approval option continued the
penalty structure established in FSA, an all-or-nothing approach governed by compliance hearings and
marked by the potential loss of all federal child support grants for failure to certify the state’s system.
Most states, including Ohio, chose the Alternative Penalty Procedure, a graduated and partial structure—
based on the non-compliant state losing an increasing share of its federal child support grant.

JFS missed the October 1, 1997 and October 1, 1998 deadlines, incurring fines of $5.25 million
(representing 4 percent of Ohio’s federal fiscal year (FFY) 1997 child support program grants) and
$9.4 million (representing 8 percent of FFY 1998 child support program grants). On June 21, 1999, the
Controlling Board approved the transfer of $14.6 million in surplus Medicaid funds from line item
400-525, Health Care/Medicaid, to pay the fines in August 1999. The department also failed to meet the
October 1, 1999 deadline, incurring a fine of $28.8 million (representing 16 percent of the state’s
FFY 1999 child support grant). The U.S. Department of Health and Human Services (HHS) assessed this
fine by reducing the state’s child support grant award by $28.8 million on January 14, 2000. On January
24,2000, the Controlling Board approved, with conditions, a request to use earned federal reimbursement
for allowable Title XX expenditures to cover the shortfall.

Full conversion of cases to SETS was completed by September 30, 2000 and Ohio is awaiting
certification from the federal government. Should the system fail certification, Ohio will be fined
approximately $50 million. If Ohio achieves compliance and the system is certified, HHS will return
90 percent of the FY 2000 fines or approximately $25.7 million. H.B. 94 requires JFS to notify the
Controlling Board on receipt of any refunds received for such penalties. Any returned funds are to be
deposited in the General Revenue Fund. Fines paid in previous years, totaling $14.6 million, cannot be
recovered under current law.

CHILDREN AND FAMILY SERVICES

OVERVIEW

The Department of Job and Family Services (JFS), Office for Children and Families (OCF) develops and
administers programs and services designed to protect children and vulnerable adults and to preserve and
strengthen families. OCF provides administration for a continuum of care, from prevention and protection
to permanency. JFS provides funding and support for a number of services, including prevention services,
protective services, foster care, and adoption services. The services are provided directly by the county
departments of job and family services and public children services agencies with JFS providing program
planning, technical assistance, training, and monitoring.

The final GRF appropriation amounts for this program series are $145.0 million in FY 2002 and
$157.9 million in FY 2003. According to JFS, the final GRF appropriation amounts, as well as the total
amount of federal funds available, will not enable OCF to pay the costs associated with instituting the
recommendations made by the Child Welfare Reform Shareholders Group and the Auditor’s Office that it
had planned. However, H.B. 94 included the use of TANF funds (and TANF funds transferred to the
Social Services Block Grant) to support child welfare initiatives, which may include some of the
recommendations made by the Shareholders Group and the Auditor. H.B. 94 also created line item 600-
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691, Child Welfare Initiatives, with $5.5 million appropriated in each fiscal year for expansion and
support of county public children services agency activities and $2.0 million appropriated in each fiscal
year for pilot programs targeted at violent and aggressive youth.

CHILD WELFARE

Ohio Children’s Trust Fund

The Ohio Children’s Trust Fund (OCTF) was created in 1984 and it is the state's primary funding agent
and advocate for programs designed to prevent child abuse and neglect. Revenues are generated from fees
collected on divorce and dissolution filings, and nominal surcharges for birth and death certificates.

OCTF funding is required by state law to focus exclusively on support for primary and secondary
prevention activities. Primary prevention services are designed to prevent child abuse and neglect before
they occur, and include advocacy efforts, public awareness campaigns, and training of professionals.
Secondary prevention services include services that target populations at risk for child abuse and neglect,
such as respite care for single parents, crisis intervention for families experiencing acute stress, parent
education and support services, personal safety classes, and life skills training for youth.

Throughout Ohio, 156 prevention programs were funded by the OCTF at a cost of $4.7 million during
FY 2000 and FY 2001. H.B. 94 increases, by $1, the fee collected for birth and death certificates, and
divorce and dissolution petitions. The fee increase will generate an estimated additional $1.3 million
annually. The appropriation amounts for this program area will permit continued funding for all current
prevention services and an expansion of child abuse grants made to county commissioners. In FY 2003,
the new revenue generated from