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READER'S GUIDE

The Legislative Service Commission prepares an analysis of the executive budget
proposal for each agency. These analyses are commonly called "Redbooks." This brief
introduction is intended to help readers navigate the Redbook for the Department of
Taxation (TAX), which includes the following four sections.

1. Overview: Provides a brief description of TAX and an overview of the
provisions of the executive budget that affect TAX, including major new
initiatives proposed for TAX.

2. Analysis of Executive Proposal: Provides a detailed analysis of the executive
budget recommendations for TAX, including funding for each appropriation
line item. The line items for TAX are organized into three categories.

3. Tax Provisions: Provides a brief description of significant tax provisions in
the executive proposal and an estimate of the effect on revenues of the
provisions for which an estimate is feasible.

4. Attachments: Includes the catalog of budget line items (COBLI) for TAX,
which briefly describes each line item, and the LSC budget spreadsheet for
TAX. Also included are the COBLI and LSC budget spreadsheet for the
Revenue Distribution Fund Group.
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Department of Taxation Overview

Department of

e TAX administers and
enforces taxes that raise

TaX a_tl O n ?g\?én$u285 billion in annual

e Administration costs are 6%
of TAX's budget

OVERVIEW

Agency Overview

The Ohio Department of Taxation (TAX) is responsible for the administration
and enforcement of most state and locally levied taxes. Headed by the Tax
Commissioner, the Department administers all state taxes except the insurance taxes
and the motor vehicle license tax. The Department performs such duties as registering
taxpayers, processing tax returns, determining tax liabilities, issuing refunds and
assessments, conducting audits, and enforcing Ohio tax laws. In addition, the
Department of Taxation oversees the administration of the real property tax by local
governments. The Department employs 1,360 full-time equivalent employees (FTEs).

The Department of Taxation is also responsible for determining the amounts of
various revenue distributions to local governments, including motor fuel tax
distributions, reimbursement of local governments for property tax relief, permissive
sales and use tax distributions, and allocations to counties from the Public Library Fund
and the Local Government Fund.

The executive budget provides the Department of Taxation with GRF
administrative funding of $81.8 million for FY 2010. This amount is $9.1 million (10.0%)
lower than the estimate for FY 2009 expenditures. The executive budget includes GRF
administrative funding for FY 2011 of $81.8 million, about unchanged from FY 2010.
The three line items that account for GRF administrative funding are 110321, Operating
Expenses; 110404, Tobacco Settlement Enforcement; and 110412, Child Support
Administration. Not included in these amounts for GRF administrative funding are
funds for property tax relief that are distributed from the GRF by the Department of
Taxation.

The executive budget provides the Department with total administrative funding
of $143.4 million for FY 2010. This amount is $3.0 million higher than the estimate for
FY 2009, an increase of 2.1%. Recommended administrative funding for FY 2011 is
$143.4 million, little changed from FY 2010. These amounts do not include funds that
are simply distributed by the Department of Taxation. Administrative funding
accounts for only about 6% of the Department of Taxation's total budget.
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Overview Department of Taxation

Total funding in the executive budget for the Department of Taxation is
$2,282.0 million for FY 2010 and $2,289.6 million for FY 2011. The FY 2010
recommendation is $88.8 million (4.0%) higher than the estimate for FY 2009.
Recommended total funding for FY 2011 is $7.5million (0.3%) higher than
recommended total funding for FY 2010. These amounts, in addition to the funding for
tax administration noted above, include distributions of tax refunds, property tax relief
to local governments other than school districts, and other distributions of revenues by
the Department of Taxation, but do not include funds in the Revenue Distribution Fund
Group or Property Tax Relief funds that are distributed by the Department of
Education. The total funding for FY 2010 and FY 2011 shown here for the Department
of Taxation differs from the amounts shown in the Department of Taxation section of
the executive's Blue Book only by the amount of the Property Tax Relief funds included
by LSC in the Department of Taxation section, rather than in a separate Tax Relief
Programs section.

Total Department of Taxation staffing is projected to decline by 5 FTEs (0.4%) in
FY 2010, then remain unchanged in FY 2011. Table 1 below shows FTE counts by
division in FY 2006 through FY 2011.
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Department of Taxation Overview
Table 1. Department of Taxation FTE Counts by Division, FY 2006-FY 2011
Division FY 2006 | FY 2007 | Fy 2008 | Fy 2009 | [ 720007 | FY.204
Audit 303 303 282 276 277 277
Budget & Fiscal 53 53 51 49 47 47
Business Program Mgmt Office 9 9 13 13 13 13
Business Tax 46 46 49 67 67 67
CAT Tax 24 24 26 30 30 30
Chief Counsel 55 55 58 56 56 56
Communications 5 5 5 5 5 5
Compliance 92 92 88 86 86 86
Discovery 9 9 12 30 37 37
Employee, Development & Training 8 8 9 9 9 9
Enforcement 30 30 30 30 30 30
Estate Tax 11 11 11 10 10 10
Excise, Motor Fuel & Public Utility Tax 45 45 36 41 41 41
Forms & Printing 5 5 6 6 6 6
Human Resources 14 14 14 14 14 14
Information Services 145 145 140 140 140 140
Internal Audit 2 2 2 2 2 2
Legislation 4 4 4 4 4 4
Personal Income & School District 64 64 58 58 58 58
Personal Property 31 31 24 16 3 3
Processing Center (Operations) 150 150 144 133 135 135
Sales & Use Tax 44 44 46 46 46 46
Tax Analysis 13 13 9 9 9 9
Tax Commissioner 11 11 11 11 11 11
Tax Equalization 24 24 27 27 27 27
Taxpayer Service Centers 146 146 128 106 106 106
Taxpayer Services 77 77 77 86 86 86
Total: 1420 1420 1360 1360 1355 1355
*FY 2010 and FY 2011 are payroll projections.
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Overview

Department of Taxation

Appropriation Overview

The Department of Taxation's budget includes funds in five fund groups, as
shown in Table 2 and Chart 1. The General Revenue Fund accounts for 29% of the

Department's budget. Most of TAX's outlays from the GRF are for tax relief.

Table 2. Executive Budget Recommendations by Fund Group, FY 2010-FY 2011

Fund Group FY 2009* FY2010 |, ?ogg?g\?gblo FY2o11 | ?Oig?g\?gbll
General Revenue $574,042,375 |  $651,673,219 13.5% | $659,218,812 1.2%
General Services $21,665,000 $28,935,000 33.6% $28,935,000 0.0%
State Special Revenue $29,586,855 $33,506,855 13.2% $33,506,855 0.0%
Agency $1,567,800,000 | $1,567,800,000 0.0% | $1,567,800,000 0.0%
ggﬁgﬂ@fg‘?}”m $100,000 $100,000 0.0% $100,000 0.0%
TOTAL: $2,193,194,230 | $2,282,015,074 4.0% | $2,289,560,667 0.3%

*FY 2009 figures represent estimates.

Chart 1: Biennial Executive Budget Recommendations
by Fund Group, FY 2010-FY 2011

Holding
Agency Account
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Note: Holding Account Redistribution Fund Group is 0.004% of TAX's budget.
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Department of Taxation Overview

Chart 2 shows recommended spending by the Department of Taxation by object
of expense.

Chart 2: Biennial Executive Budget Recommendations
by Category of Expense, FY 2010-FY 2011
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Major Initiatives

The Department continues to move ahead with modernization of its legacy
computer systems through the State Taxation Accounting and Revenue System (STARS)
project. The 27 legacy systems in use by the Department generally cannot communicate
directly with one another. Consequently, tasks are difficult to accomplish that could be
handled by a more up-to-date system, such as identifying all taxpayers delinquent in
payment of one tax but owed a refund of another tax. STARS is a 4-1/2 year program,
begun in July 2008 and continuing through the end of 2012, to replace these systems
with a coordinated package of hardware and software. In announcing the new
program in June 2008, TAX projected a $271 million return on investment during the
tirst six years of the system's operation through lower expenses and increased efficiency
in collecting taxes. STARS is being implemented in multiple phases, with additional
taxes incorporated in the new system at each phase. TAX indicates that a contract for
the STARS Program was signed with Electronic Data Systems, and the first major
deliverable is expected in June 2010. The program is being financed with certificates of
participation, authorized by H.B. 119 of the 127th General Assembly. These certificates,
obligations of the state, will require debt service in the form of lease payments from the
GREF, the first of which will be made in FY 2011. The appropriations that fund the debt
service are in the budget of DAS.

TAX continues to work on faster processing of returns. Processing of personal
income tax returns last year for tax year 2007, including depositing payments as well as
issuing refunds, was faster than in previous years.

Increased electronic filing has given rise to various Department of Taxation
initiatives, including expansion of the Ohio Business Gateway to accommodate more
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Overview Department of Taxation

electronic filing of sales tax returns, development and implementation of E-forms for
electronic tax return filing and payment, and increasing filing of personal income tax
returns electronically by taxpayers.

TAX is evaluating responses to a Request for Proposal (RFP) for the Discovery
Project. Funded at $2 million in each of FY 2010 and FY 2011, the Discovery Project is
part of TAX's efforts to increase compliance with tax laws, by making more effective use
of available data to identify taxes owed that are not being paid.
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Department of Taxation Analysis of Executive Proposal

ANALYSIS OF EXECUTIVE PROPOSAL

Introduction

This section provides an analysis of the Governor's recommended funding for
each appropriation item in TAX's budget. In this analysis, TAX's line items are grouped
into three major categories. For each category a table is provided listing the
recommended appropriation in each fiscal year of the biennium. Following the table, a
narrative describes how the appropriation is used and any changes affecting the
appropriation that are proposed by the Governor. The three categories used in this
analysis are as follows:

1. Tax Administration
2. Revenue Distribution
3. Tax Relief

The Revenue Distribution category within the Department of Taxation budget,
listed above and in the table that follows, is separate and distinct from the Revenue
Distribution Fund Group and the funds within that group. Each of these funds is
administered by a state agency, but the funds are not included as part of the budget of
the administering agency. Additional information on funds in the Revenue
Distribution Fund Group is appended to the end of this Redbook.

To aid the reader in finding each item in the analysis, Table 3 shows the category
in which each appropriation has been placed, listing the line items in order within their
respective fund groups and funds. This is the same order in which the line items
appear in the budget bill.
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Analysis of Executive Proposal

Department of Taxation

Table 3. Categorization of TAX's Appropriation Line Items for Analysis of Executive Proposal

Fund ALl and Name

Category

General Revenue Fund Group

GRF 110321 Operating Expenses 1: Tax Administration
GRF 110404 Tobacco Settlement Enforcement 1:  Tax Administration
GRF 110412 Child Support Administration 1: Tax Administration
GRF 110901 Property Tax Allocation — Taxation 3: Tax Relief

General Services Fund Group

2280 110628 Tax Reform System Implementation 1. Tax Administration
4330 110602 Tape File Account 1. Tax Administration
5AP0 110632 Discovery Project 1. Tax Administration
5CZ0 110631 Vendor's License Application 2:  Revenue Distribution
5N50 110605 Municipal Income Tax Administration 1. Tax Administration
5N60 110618 Kilowatt Hour Tax Administration 1:  Tax Administration
5v80 110623 Property Tax Administration 1:  Tax Administration
5W40 110625 Centralized Tax Filing and Payment 1: Tax Administration
5W70 110627 Exempt Facility Administration 1:  Tax Administration
State Special Revenue Fund Group

4350 110607 Local Tax Administration 1: Tax Administration
4360 110608 Motor Vehicle Audit 1:  Tax Administration
4370 110606 Litter Tax and Natural Resource Tax 1:  Tax Administration
4380 110609 School District Income Tax 1:  Tax Administration
4C60 110616 International Registration Plan 1:  Tax Administration
4R60 110610 Tire Tax Administration 1: Tax Administration
5V70 110622 Motor Fuel Tax Administration 1:  Tax Administration
6390 110614 Cigarette Tax Enforcement 1: Tax Administration
6420 110613 Ohio Political Party Distributions 2:  Revenue Distribution
6880 110615 Local Excise Tax Administration 1:  Tax Administration
Agency Fund Group

4250 110635 Tax Refunds 2:  Revenue Distribution
7095 110995 Municipal Income Tax 2.  Revenue Distribution

Holding Account Redistribution Fund Group

R0O10 110611 Tax Distributions

Revenue Distribution

R0O11 110612 Miscellaneous Income Tax Receipts

Revenue Distribution
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Department of Taxation Analysis of Executive Proposal

Tax Administration

The Department of Taxation administers the state's tax laws to ensure
compliance in filing and payment of taxes and to determine tax liabilities. Table 4
shows the line items that are used to fund this function of the Department of Taxation,
as well as the Governor's recommended funding levels.

Table 4. Governor's Recommended Amounts for Tax Administration

Fund ALl and Name FY 2010 FY 2011
General Revenue Fund
GRF 110321 Operating Expenses $81,441,056 $81,441,055
GRF 110404 Tobacco Settlement Enforcement $295,231 $295,231
GRF 110412 Child Support Administration $19,512 $19,512
General Revenue Fund Subtotal $81,755,799 $81,755,798
General Services Fund Group
2280 110628 Tax Reform System Implementation $13,600,000 $13,600,000
4330 110602 Tape File Account $125,000 $125,000
5APO 110632 Discovery Project $2,000,000 $2,000,000
5N50 110605 Municipal Income Tax Administration $600,000 $600,000
5N60 110618 Kilowatt Hour Tax Administration $100,000 $100,000
5v80 110623 Property Tax Administration $12,000,000 $12,000,000
5W40 110625 Centralized Tax Filing and Payment $200,000 $200,000
5W70 110627 Exempt Facility Administration $60,000 $60,000
General Services Fund Group Subtotal $28,685,000 $28,685,000
State Special Revenue Fund Group
4350 110607 Local Tax Administration $18,000,000 $18,000,000
4360 110608 Motor Vehicle Audit $1,000,000 $1,000,000
4370 110606 Litter Tax and Natural Resource Tax $200,000 $200,000
4380 110609 School District Income Tax $5,500,000 $5,500,000
6390 110614 Cigarette Tax Enforcement $1,900,000 $1,900,000
6880 110615 Local Excise Tax Administration $800,000 $800,000
4C60 110616 International Registration Plan $706,855 $706,855
4R60 110610 Tire Tax Administration $200,000 $200,000
5V70 110622 Motor Fuel Tax Administration $4,700,000 $4,700,000
State Special Revenue Fund Group Subtotal $33,006,855 $33,006,855
Total Funding: Tax Administration $143,447,654 $143,447,653

The tax administration function includes several components. The Taxpayer
Services Program provides information to taxpayers and improves compliance with tax
laws through regional services centers and presentations to groups, and by telephone
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Analysis of Executive Proposal Department of Taxation

and email. Taxpayer Services employs 175 FTEs. Tax Processing reviews paper and
electronic submissions of tax forms, enters the data into the Department's computer
systems, and retains tax returns. Tax Processing will employ 117 FTEs in the two years
of the upcoming biennium. The Tax Compliance function audits returns and issues
notices and assessments for unpaid taxes, matches persons delinquent in making child
support payments with taxpayers owed Ohio income tax refunds, provides the first
level of appeal of the Tax Commissioner's findings in tax disputes, and engages in other
enforcement and investigation activities. The Department projects that 448 FTEs will be
employed in Tax Compliance during FY 2010 and FY 2011. Tax Policy and Analysis
monitors and analyzes tax legislation, gives technical assistance to the executive and
legislative branches, and provides for the legal counsel needed in tax cases. This
function employs 71 FTEs. Local Government Services gives information and assistance
to units of local government, and provides for administration of certain local taxes.
TAX plans to employ 380.5 FTEs in this area during the next biennium.

Operating Expenses (110321)

This GRF line item pays for personal service, maintenance, and equipment
expenses of TAX that are not offset by specific revenue sources. As noted above, GRF
funding for administration is $9.1 million (10.0%) lower in FY 2010 than the FY 2009
estimate, while total funding for administration is $3.0 million (2.1%) higher. This
reflects an effort by the Department to shift to permanent funding, in place of one-time
funding and transfers, for administration of the state's tax reform program. Line
item 110321 accounts for $9.0 million of the $9.1 million of reduced GRF funding for
administration. Amounts for the other two GRF tax administration line items -
ALI110404, Tobacco Settlement Enforcement, and ALI110412, Child Support
Administration - were also reduced 10.0% from the FY 2009 estimate, but the amounts
are much smaller. The administrative costs of the Taxpayer Services, Tax Processing,
and Tax Policy and Analysis functions, and about two-thirds of these costs for the Tax
Compliance function, are paid from this line item. GRF spending in FY 2010 for
Taxpayer Services is being reduced 20% from the FY 2009 estimate, and that for Tax
Processing is being reduced by 19%, while much smaller reductions are planned for Tax
Compliance and for Tax Policy and Analysis.

Local Tax Administration (110607)

This line item pays costs incurred by TAX in collecting and administering the
county and regional transit authority sales and use taxes.  The executive
recommendation is to fund this function at $18.0 million in each fiscal year of the
upcoming biennium, a 4.3% increase from the FY 2009 estimate. Revenues are being
affected by the weak economy, and have been relatively flat in recent years.
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Tax Reform System Implementation (110628)

This line item provides funding for administration of tax reform, including the
costs of collecting and administering the commercial activity tax. Recommended
funding of ALI 110628, Tax Reform System Implementation (Fund 2280) is $13.6 million
in each of FY 2010 and FY 2011, up from zero in FY 2009. This line item will be used for
tax reform administration, funded by 0.85% of commercial activity tax receipts. It
replaces ALI 110629, Commercial Activity Tax Administration (Fund 5BQO0), with
spending estimated at $6.0 million in FY 2009 but zero thereafter.

Property Tax Administration (110623)

Costs of TAX to administer property taxes are paid from this line item. Taxes
included are the personal property tax on general business, dealers in intangibles tax,
and personal property tax on public utilities, as well as real property tax equalization.
The tax on personal property of general business has been phased out, except for
personal property of telephone and inter-exchange telecommunications companies,
reclassified as general business by H.B. 66 of the 126th General Assembly and subject to
a phase-out schedule which eliminates the tax after FY 2011. This line item (Fund 5V80)
includes funding recommended at $12.0 million in each of FY 2010 and FY 2011, down
from an estimated $13.5 million in FY 2009. This reflects the phasing out of the tangible
personal property tax on general business. The executive budget proposes to increase
the percentage of taxes levied that are retained by TAX to cover administrative costs,
and that are the revenue of this fund.

School District Income Tax (110609)

Expenses of TAX to administer the school district income tax are paid from this
line item. Line item 110609, School District Income Tax (Fund 4380), for the costs of
administering the school district income tax and funded from that tax, has funding
recommended at $5.5 million each year, up from an estimated $3.6 million in FY 2009,
reflecting both the increased number of school districts electing to levy the tax and
higher collections.

Motor Fuel Tax Administration (110622)

Costs for TAX to administer the motor fuel tax are paid from this line item. The
executive recommends $4.7 million for each year of the next biennium, $300,000 (6.0%)
less than the FY 2009 estimate. The weak economy has reduced vehicle miles traveled,
fuel consumption, and hence revenues to this fund. However, lower fuel prices, by
encouraging travel, may tend to boost fuel consumption and revenues to this fund.

Discovery Project (110632)

Costs to implement, operate, and administer a tax discovery data system, to
increase tax collection efficiency, are paid from this line item. Establishment of this
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system was required by H.B. 562 of the 127th General Assembly, which appropriated
$2 million in FY 2009 for this purpose. The executive budget proposal for the upcoming
biennium also includes $2 million for each year.

Cigarette Tax Enforcement (110614)

The costs for TAX to enforce cigarette tax laws are paid from this line item. The
line item 110614 is funded from fees on cigarette wholesalers and retailers.
Recommended funding is $1.9 million in each year of the biennium, up from $100,000
estimated for FY 2009. The executive is proposing higher fees to pay for this increase in
funding to pay the costs of enforcing cigarette tax laws.

Other Tax Administration (110404, 110412, 110602, 110605, 110606, 110608,
110610, 110615, 110616, 110618, 110625, and 110627)

Other administrative functions of the Department of Taxation are paid from
these 12 line items. Details on each are included in the Catalog of Budget Line Items
(COBLI) for TAX, attached to this Redbook. The total recommended appropriation for
these 12 line items, $4.3 million in each of FY 2010 and FY 2011, is $245,000 less than
estimated outlays in FY 2009. The largest of these line items, ALI 110608, Motor Vehicle
Audit (Fund 4360) includes recommended spending of $1.0 million in each of the next
two fiscal years, down from estimated $1.2 million in FY 2009, reflecting the decrease in
volume of vehicle sales. The largest increase among these line items is $620,000, from
$180,000 to $800,000, for ALI 110615, Local Excise Tax Administration, which pays the
cost to TAX of administering Cuyahoga County's excise taxes on cigarettes, beer, wine,
and mixed beverages. Revenues from these taxes have increased in recent years. The
largest decrease, among the 12 line items grouped under Other Tax Administration, is
in ALI 110606, Litter Tax and Natural Resource Tax, used by TAX for the costs of
administering the three check-off programs to which taxpayers may direct personal
income tax refunds. The executive recommendation decreases this ALI from an
estimated $800,000 in FY 2009 to $200,000 in each of FY 2010 and FY 2011. This line item
previously also received funding from the corporate franchise tax, which is being
phased out for nonfinancial corporations, and was used to administer the "Litter Tax"
on corporations. Recommended funding for ALI 110602, Tape File Account, used to
pay costs to maintain and replace computer equipment, pay for computer
programming, and purchase of computer tapes, is $125,000 in each year of the
biennium, midway between $140,000 estimated for FY 2009 and actual expenditures of
$110,318 in FY 2008. TAX receives fees to this fund from municipal tax administrators
for computer listings of names and addresses of taxpayers (but not their financial
information). For GRF ALI 110404, Tobacco Settlement Enforcement, used to pay costs
to TAX of enforcing laws pertaining to taxation of cigarettes, the executive is
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recommending $295,231 in each year of the next biennium, down from about $328,000
estimated for FY 2009.

Revenue Distribution

The Department of Taxation distributes revenue to the parties intended by law.
Table 5 shows the line items that are used to fund this function of the Department of
Taxation, as well as the Governor's recommended funding levels. As noted above,
recommended funding levels included in this Revenue Distribution category within the
Department of Taxation's budget do not include the funding recommended for funds
within the Revenue Distribution Fund Group.

Table 5. Governor's Recommended Amounts for Revenue Distribution
Fund ALl and Name FY 2010 FY 2011

General Services Fund Group

5CZ0 110631 Vendor's License Application $250,000 $250,000
General Services Fund Group Subtotal $250,000 $250,000
State Special Revenue Fund Group
6420 110613 Ohio Political Party Distributions $500,000 $500,000
State Special Revenue Fund Group Subtotal $500,000 $500,000
Agency Fund Group
4250 110635 Tax Refunds $1,546,800,000 $1,546,800,000
7095 110995 Municipal Income Tax $21,000,000 $21,000,000
Agency Fund Group Subtotal $1,567,800,000 $1,567,800,000
Holding Account Redistribution Fund Group
RO10 110611 Tax Distributions $50,000 $50,000
RO11 110612 Miscellaneous Income Tax Receipts $50,000 $50,000
Holding Account Redistribution Fund Group Subtotal $100,000 $100,000
Total Funding: Revenue Distribution $1,568,650,000 $1,568,650,000

Tax Refunds (110635)

Appropriations to this line item are used to pay refunds for taxes or fees for
which amounts in excess of those owed have been paid. Amounts in this line item are
by far the largest in the budget for TAX. Receipts of the Tax Refund Fund are
transferred from current receipts of the same tax or fee for which the refund arose. The
recommended appropriation for each of FY 2010 and FY 2011 is the same amount as
estimated for FY 2009, $1,546.8 million.

Municipal Income Tax (110995)

Municipal corporations with a municipal income tax generally either administer
their own income taxes or contract with one of two outside organizations in Ohio that
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perform this service. However, for the municipal income tax for electric light
companies and telephone companies, the Department of Taxation collects and
distributes the tax, less an administrative fee. The funding for this line item covers the
anticipated amounts to be distributed by TAX to the municipal corporations. The
executive recommended budget includes $21.0 million for each of FY 2010 and FY 2011
for this purpose, the same amount as estimated for FY 2009.

Other Revenue Distribution (110611, 110612, 110613, and 110631)

Other line items in the Department of Taxation revenue distribution category
have total funding recommended by the executive of $850,000 in each of FY 2010 and
FY 2011. The largest change is in ALI110631, Vendor's License Application, which
declines from estimated $1.0 million in FY 2009 to $250,000 in each year of the
biennium. The estimate for FY 2009 is high relative to the previous three years, when
disbursements were $131,525 or less, and TAX expects that less than $250,000 annually
will be collected and distributed back to counties during the upcoming biennium. The
other line item for which the amount in each year of the next biennium differs from the
estimate for FY 2009 is ALI 110613, Ohio Political Party Distributions, used to receive
funds from the state income tax checkoff to support public financing of Ohio political
parties and distribute the funds to qualified political parties. This line item declines
from an estimated $600,000 in FY 2009 to $500,000 in each year of the next biennium.
The estimate for FY 2009 appears high relative to the previous three years, when
disbursements were $440,797 or less.

Tax Relief

The state reimburses local governments for tax revenues that they would
otherwise lose because of the 10% rollback on residential and agricultural real property,
the 2.5% rollback on owner-occupied homes, and the homestead exemption. School
districts are reimbursed through the Department of Education. The line item in the
Department of Taxation, shown in Table 6 below, is used to reimburse units of local
government other than school districts.

Table 6. Governor's Recommended Amounts for Tax Relief

Fund ALl and Name FY 2010 FY 2011
General Revenue Fund
GRF 110901 Property Tax Allocation — Taxation $569,917,420 $577,463,014
General Revenue Fund Subtotal $569,917,420 $577,463,014
Total Funding: Tax Relief $569,917,420 $577,463,014
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Property Tax Allocation - Taxation (110901)

In Ohio, real property taxes owed by residential and agricultural real property
owners are reduced 10%, commonly referred to as the 10% rollback. Prior to tax year
2005, all owners of real property received the 10% rollback, but this part of the rollback
was eliminated for business property owners by H.B. 66 of the 126th General Assembly.
Homeowners are eligible for an additional 2.5% rollback on their owner-occupied
primary residences. Homeowners age 65 or older or totally and permanently disabled
are eligible for an additional tax reduction, known as the homestead exemption, for the
first $25,000 of market value of their homes. The homestead exemption was expanded
by H.B. 119 of the 127th General Assembly. All three programs would reduce real
property tax receipts of school districts and other units of local government, except that
the state reimburses the local governments for these amounts. Line item 110901 is used
by TAX to pay these reimbursements to units of local government other than school
districts. The various changes noted above, as well as changing property values and
home ownership rates, account for fluctuations up and down in amounts needed for
this line item in recent years. For FY 2010, the appropriation recommended in the
executive budget is $569.9 million, an increase of 19.1% from FY 2009. For FY 2011,
$577.5 million is recommended, an increase of 1.3% from FY 2010. Sub. H.B.1, in
Section 399.10, also contains the specification that "Any sums, in addition to the
amounts specifically appropriated in appropriation item 110901, Property Tax
Allocation - Taxation, for the Homestead Exemption, the Manufactured Home Property
Tax Rollback, and the Property Tax Rollback payments, which are determined to be
necessary for these purposes, are hereby appropriated.”
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Proposed Tax Law Changes Department of Taxation

PROPOSED TAX LAW CHANGES

The executive proposal includes a number of changes in tax law. Included
among the more substantive of these changes are the following.

H.B. 1 authorizes job creation tax credits based on annual aggregate payroll
withholdings, which include both full-time and part-time employees, and payroll
growth. Current law bases job creation tax credits on new full-time employees only.
This change may reduce tax revenues, primarily from the commercial activity tax and
the insurance taxes. The bill also authorizes job retention tax credits based on annual
aggregate payroll withholdings, including those from part-time employees. Current
law bases job retention tax credits on withholding from full-time employees only. This
change may reduce tax revenues from the commercial activity tax (CAT). The bill also
makes other changes to these laws.

The bill makes various changes to the commercial activity tax law. It eliminates
the initial CAT registration fee exemption for new companies starting business after
November 30, specifies that the $150,000 exemption applies to members of an affiliated
group that do not elect to be treated as a consolidated group, excludes from the tax base
certain insurance proceeds, adds a new exclusion for payroll deduction by an employer,
permits companies that registered or paid the CAT in 2005 or 2006 in error to have their
tax payments refunded, and makes other changes. These provisions will decrease
revenues from the CAT.

Up to $10 million of tax credits annually are authorized by the bill for insurance
companies and financial institutions that purchase and hold securities issued by low-
income community organizations, in accordance with the federal New Markets Tax
Credit law. This change will decrease revenues to the GRF from the corporate franchise
tax and insurance taxes.

The bill increases from $30 million to $45 million the total amount of technology
investment tax credits that may be issued to businesses engaged in research and
development or technology development. This change can be expected to decrease
revenues to the GRF from the personal income tax, the public utility tax, and the dealers
in intangibles tax.

The executive recommendation includes authorization of a refundable,
nontransferable credit against the corporation franchise tax or the income tax for motion
pictures produced at least partly in Ohio. The credit equals 25% of production
expenditures in Ohio. The bill requires Ohio production expenditures to exceed
$1.2 million before a credit is authorized, and limits the amount of credits to $20 million
per fiscal biennium and $5 million per production. Direct fiscal effects include up to the
$20 million per biennium limit in revenue losses to the GRF, the Local Government
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Department of Taxation Requests Not Funded

Fund, and the Public Library Fund. Loss of revenue to the GRF would be up to
$18.8 million per biennium.

The bill subjects to the sales and use tax health care services provided or
arranged by a Medicaid health insuring corporation for Medicaid enrollees residing in
Ohio. The executive proposal includes an estimate that this change will increase
revenues to the GRF by $138.0 million in FY 2010 and $214.0 million in FY 2011.
Associated increases in revenues to the Local Government Fund and the Public Library
Fund total an estimated $8.6 million in FY 2010 and $13.4 million in FY 2011. Revenues
to local governments under permissive local and transit authority sales taxes are
estimated at $31.5 million in FY 2010 and $48.9 million in FY 2011.

The sales tax prompt-pay vendor discount is increased by the bill from 0.75%,
with no cap, in current law to 1.0% of the amount of tax remitted, capped at $100 per
month, beginning August 1, 2009. This change is estimated to increase GRF sales and
use tax revenues by about $26.1 million in FY 2010 and $28.8 million in FY 2011, with
associated increases in revenues to the Local Government Fund and the Public Library
Fund of $1.6 million in FY 2010 and $1.8 million in FY 2011.

The bill extends through June 30, 2011, the extra 2 cents of wine tax revenue
credited to the Ohio Grape Industries Fund (Fund 4960). This change will maintain
current revenues to the fund.

TAX.docx / sle
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Department of Taxation - Catalog of Budget Line Iltems

General Revenue Fund

GRF 110321 Operating Expenses
2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$93,557,151 $93,094,736 $84,875,363 $90,490,062 $81,441,056 $81,441,055
-0.5% -8.8% 6.6% -10.0% 0.0%
Source: GRF
Legal Basis: ORC 5703
Purpose: This line item pays for personal service, maintenance, and equipment

expenses of the Department of Taxation that are not offset by specific
revenue sources.

GRF 110404 Tobacco Settlement Enforcement
2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$0 $0 $0 $328,034 $295,231 $295,231
‘ ‘ N/A -10.0% ‘ 0.0% ‘

Source: General Revenue Fund

Legal Basis: ORC 5743.03; established under Section 405.10 of Am. Sub. H.B. 119 of the
127th G.A.

Purpose: The fund is used to pay costs incurred by the Department of Taxation to
enforce cigarette tax laws. The Department of Taxation also provides
assistance to the Attorney General's office (AGO) on non-compliance and
enforcement of the Master Settlement Agreement (MSA).

GRF 110412  Child Support Administration

2006 2007 ‘ 2008 ‘ 2009 2010 2011
Executive Proposal | Executive Proposal
$34,775 $71,451 $14,508 $21,680 $19,512 $19,512
105.5% -79.7% 49.4% ' -10.0% 0.0%

Source: GRF

Legal Basis: ORC 5101.321 (originally established by Sub. S.B. 80 of the 116th G.A.)

Purpose: This line item covers computer costs involved in matching persons

delinquent in child support payments with taxpayers owed an Ohio income
tax refund. If such a person is owed a refund, the refund can then be turned
over to the Ohio Department of Job and Family Services to be used for child
support. The line item also covers costs of personal services in answering
taxpayer inquiries and postage costs in mailing notices to taxpayers.
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Department of Taxation - Catalog of Budget Line Iltems

GRF 110901 Property Tax Allocation - Taxation

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$451,904,945 $425,549,632 $496,613,219 $478,613,618 $569,917,420 $577,463,014
-5.8% ‘ 16.7% ‘ -3.6% 19.1% ‘ 1.3% ‘
Source: GRF

Legal Basis: ORC 319.301 and 323.151 through 323.157

Purpose: This line item is used to reimburse local governments other than school
districts for losses incurred as a result of the 10% and 2.5% "rollback"
reductions in real and manufactured home property taxes and as a result of
the "homestead exemption" reductions in taxes. School district property tax
losses due to these programs are reimbursed through line item 200901 in the
Department of Education.

Am. Sub. H.B. 66 of the 126th G.A. changed the rollback program. For real
property used in a business activity, as defined in the bill, the 10% rollback
of real property taxes was eliminated beginning in tax year 2005. Under
previous law, all real property tax bills were reduced by credits equal to
10% of taxes charged. Types of real property still eligible for the rollback
include those used for farming; leasing property for farming; occupying,
holding, or leasing property improved with one-, two-, or three-family
dwellings; or holding vacant land that the county auditor determines will
be used for these purposes.

Owner-occupants of residential real property are eligible for an additional
2.5% tax reduction for those primary residences.

The homestead exemption is a partial exemption from real property
taxation for which homeowners are eligible who are age 65 or older or
permanently and totally disabled.
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Department of Taxation - Catalog of Budget Line Iltems

GRF 110906 Tangible Tax Exemption
2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$17,930,008 $11,206,255 $8,965,004 $4,588,981 $0 $0
-37.5% ‘ -20.0% -48.8%
Source: GRF
Legal Basis: ORC 5709.01
Purpose: This line item was used to reimburse local governments other than school

districts for losses incurred as a result of the creation of the $10,000 tangible
property tax exemption (the "small business" exemption). H.B. 66 of the
126th General Assembly accelerated the phase-out of this reimbursement to
local governments, with no payments to be made after FY 20009.

General Services Fund Group

2250 110626

2006

Enforcement and Forfeiture Collection

2007

2008

2009

2010
Executive Proposal

2011
Executive Proposal

$0

Source:

Legal Basis:

Purpose:

2280 110628

$0

$11,161

$0

$0

$0

GSF: Revenues from settlements through the court systems distributed to
the Department of Taxation's Enforcement Division as a result of forfeitures

As needed line item: ORC 2981.13; The fund requires Controlling Board
approval and appropriation authority.

All moneys in the fund are used by the Department of Taxation only for
specific non-operating expenses.

Tax Reform System Implementation

2006

2007

2008

2009

2010
Executive Proposal

2011
Executive Proposal

$0 $2,010,181 $528,211 $0 $13,600,000 $13,600,000
N/A 73.7% 0.0%
Source: GSF: Revenue in FY 2010 and FY 2011 is from a 0.85% administrative fee on
commercial activity tax collections
Legal Basis: Section 405.10 of Am. Sub. H.B. 119 of the 127th G.A.; originally created
under H.B. 66 of the 126th G.A.
Purpose: This line item provides funding for tax reform administration.
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Department of Taxation - Catalog of Budget Line Iltems

4330 110602 Tape File Account

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$79,202 $103,885 $110,318 $140,000 $125,000 $125,000
31.2% ‘ 6.2% ‘ 26.9% -10.7% ‘ 0.0% ‘
Source: GSF: Fees charged to local governments for tax-related computer services
and data
Legal Basis: Originally established by Controlling Board in 1972
Purpose: Revenues are used to maintain and replace computer equipment, for

computer programming, and to purchase computer tapes. The Department
provides computer listings of the names and addresses of taxpayers in local
taxing districts (but does not share financial information on taxpayers). The
fees for this service are established by the Department's own computer

personnel, based on their time and the costs involved in producing the lists.

5AP0 110632 Discovery Project

2006 2007 2008 2009 2010 2011
| Executive Proposal | Executive Proposal
$0 $0 $0 $0 $2,000,000 $2,000,000
' 0.0%
Source: GSF: Transfer from GRF

Legal Basis: ORC 5703.82; established by H.B. 562 of the 127th G.A.

Purpose: The Department of Taxation's costs associated with the Discovery Project
are paid from this fund. The Discovery Project is an initiative to build a
data warehouse, for use in improving discovery of tax non-filers and non-
compliance with tax laws.

5BQ0 110629 Commercial Activity Tax Administration

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$3,899,356 $494,504 $5,940,050 $6,000,000 $0 $0
-87.3% 1101.2% 1.0% '
Source: GSF: Fees charged to Commercial Activity Tax (CAT) taxpayers.

Legal Basis: ORC 5751.05; Section 405.10 of Am. Sub. H.B. 119 of the 127th G.A.

Purpose: This line item previously paid for the implementation and ongoing
administration of the Commercial Activity Tax (CAT). These costs are now
to be paid from the Tax Reform System Implementation Fund (Fund 2280).
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Department of Taxation - Catalog of Budget Line Iltems

5BWO0 110630 Tax Amnesty Promotion and Administration

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$1,044,871 $882,946 $0 $0 $0 $0
-15.5% ‘ ‘ ‘ ‘
Source: GSF: Revenue transfer from BSF

Legal Basis: Discontinued line item (originally established under Sections 212.09, 312.10,
and 553.01 of the H.B. 66 of the 126 G.A.)

Purpose: All moneys in the fund were used for promotion and administration of the
2006 tax amnesty program.

5CZ0 110631 Vendor's License Application

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$93,925 $131,525 $126,850 $1,000,000 $250,000 $250,000
40.0% -3.6% 688.3% -75.0% 0.0%
Source: GSF: $25 of vendor license registration fees collected on behalf of counties

(prior to Am. Sub. H. B. 66 of the 126th General Assembly, County Auditor's
office collected this fee)

Legal Basis: ORC 5739.17(A)(3); originally established in Am. Sub. H.B. 66 of the 126th
General Assembly

Purpose: The fund is used for deposits of vendor's license fees received by the
Department of Taxation on behalf of county auditors. These fees are
transmitted monthly from the fund to each county.

5N50 110605 Municipal Income Tax Administration

2006 2007 2008 2009 2010 2011
| Executive Proposal | Executive Proposal
$299,100 $230,021 $495,188 $500,000 $600,000 $600,000
-23.1% ‘ 115.3% ‘ 1.0% 20.0% ‘ 0.0% ‘
Source: GSF: 1.5 percent of collections of the municipal income tax on electric light

and telephone and telecommunications companies

Legal Basis: 5745.03; Section 405.10 of Am. Sub. H.B. 119 of the 127th G.A.; originally
established by Am. Sub. S.B. 287 of the 123rd G.A.

Purpose: Money in this fund is used to cover the cost of administering the municipal
income tax on electric light and telephone and telecommunications
companies.
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Department of Taxation - Catalog of Budget Line Iltems

5N60 110618 Kilowatt Hour Tax Administration

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$72,543 $24,085 $96,999 $175,000 $100,000 $100,000
-66.8% ‘ 302.7% ‘ 80.4% -42.9% ‘ 0.0% ‘
Source: GSF: Annual fee of $500 collected from large industrial firms that register

with the Department of Taxation to pay the self-assessing purchasers' tax
option of the kilowatt-hour tax

Legal Basis: ORC 5727.81; originally established by Am. Sub. S.B. 3 of the 123rd G.A.

Purpose: This fund pays for the administration of the kilowatt hour tax.

5V80 110623 Property Tax Administration

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$12,052,460 $12,904,828 $14,120,683 $13,500,000 $12,000,000 $12,000,000
7.1% 9.4% -4.4% -11.1% 0.0%
Source: GSF: 0.33% in FY 2006 and 0.35% in FY 2007 and thereafter of the amount by

which each parcel of real property listed on the general tax list and
duplicate of real and public property for the preceding tax year was
reduced pursuant to ORC 319.302; 0.5% in FY 2006, 0.56% in FY 2007, 0.6%
in FY 2008, and 0.725% in FY 2009 and thereafter of the amount of taxes
levied against public utility personal property and against tangible personal
property of inter-county taxpayers for the preceding tax year

Legal Basis: ORC 5703.80; Section 405.10 of Am. Sub. H.B. 119 of the 127th G.A.

Purpose: This fund will pay for the administration of the personal property tax,
dealers in intangibles tax, public utilities tax, and real property tax
equalization. Administrative costs were formerly paid from the GRF. The
current budget bill would increase percentages in ORC 5703.80, partially
offsetting the decline in revenues to this fund resulting from phaseout of the
tangible personal property tax on general business.

5W40 110625 Centralized Tax Filing and Payment

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$1,102,193 $515,151 $1,602,488 $200,000 $200,000 $200,000
-53.3% ‘ 211.1% ‘ -87.5% 0.0% ‘ 0.0% ‘
Source: GSF: GRF transfer

Legal Basis: Section 405.10 of Am. Sub. H.B. 119 of the 127th G.A.

Purpose: This money will be used in FY 2010 and FY 2011 to pay for ongoing
maintenance of the municipal tax electronic filing application operating on
the Ohio Business Gateway electronic tax filing and payment system.
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Department of Taxation - Catalog of Budget Line Iltems

5W70 110627 Exempt Facility Administration

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$25,000 $8,708 $64,652 $150,000 $60,000 $60,000
-65.2% ‘ 642.4% ‘ 132.0% -60.0% ‘ 0.0% ‘
Source: GSF: A fee of one-half of one percent of cost, not to exceed $2,000 per facility
Legal Basis: ORC 5709.212
Purpose: Revenues are used to administer uniform procedures for application for
special-purpose tax-exempt facilities.
Federal Special Revenue Fund Group
3J60 110601 Motor Fuel Compliance
2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$105 $24,895 $25,000 $0 $0 $0
23564.4% 0.4%
Source: FED: CFDA 20.205, Highway Planning and Construction

Legal Basis: As needed line item: Section 405.10 of Am. Sub. H.B. 119 of the 127th G.A.
(originally established by Controlling Board in September 1992)

Purpose: Revenues offset expenses for the Department of Taxation in participating in
the joint state-federal (IRS) "Fuel Tax Compliance Project.” This money has
been made available to the IRS and to states throughout the country for
investigating and combating state and federal motor fuel tax evasion.

State Special Revenue Fund Group
4350 110607 Local Tax Administration

2006 2007 ‘ 2008 ‘ 2009 2010 2011
Executive Proposal | Executive Proposal
$16,121,773 $15,975,058 $16,555,683 $17,250,000 $18,000,000 $18,000,000
-0.9% 3.6% 4.2% ' 4.3% 0.0%
Source: SSR: One percent of the proceeds from county permissive sales and use

taxes and regional transit authority sales and use taxes
Legal Basis: ORC 5739.21(C) and 5741.03(B)

Purpose: The moneys help defray the costs of collecting and administering the county
and regional transit authority sales and use taxes.
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4360 110608

Department of Taxation - Catalog of Budget Line Iltems

Motor Vehicle Audit

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$1,255,728 $1,316,406 $1,196,373 $1,200,000 $1,000,000 $1,000,000
4.8% ‘ -9.1% ‘ 0.3% -16.7% ‘ 0.0% ‘
Source: SSR: $0.25 charge levied against every motor vehicle certificate of title issued
Legal Basis: ORC 4505.09(B)(2)(c)
Purpose: Funds from this line item are used by the Tax Commissioner to investigate

4370 110606
2006

sales and use tax returns filed for motor vehicle transactions in order to
ensure that the proper tax liability is paid.

Litter Tax and Natural Resource Tax Administration

2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal

$592,026

$551,055 $673,550 $800,000 $200,000 $200,000

Source:

Legal Basis:

Purpose:

-6.9% 22.2% 18.8% -75.0% 0.0%

SSR: Up to 2.5% of the total amount contributed under the natural areas and
preserves, nongame and endangered wildlife, and military injury relief
check-offs on the personal income tax return; the previous primary source
of revenue to this fund, from the corporate franchise tax, is being phased out

ORC 5747.11.3(D); Section 405.10 of Am. Sub. H.B. 119 of the 127th G.A;;
originally established by Am. Sub. H.B. 361 of the 113th G.A.

This fund compensates the Department of Taxation for the cost of
administering the income tax contribution system. Previously, funds from
this line item also covered the costs of collecting and administering the
"Litter Tax" on corporations in addition to the regular corporate franchise
tax.
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4380 110609

Department of Taxation - Catalog of Budget Line Iltems

School District Income Tax

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$2,588,788 $2,478,856 $3,448,790 $3,600,000 $5,500,000 $5,500,000
-4.2% ‘ 39.1% ‘ 4.4% 52.8% ‘ 0.0% ‘
Source: SSR: 1.5 percent of school district income tax collections (see below)
Legal Basis: ORC 5747.03(C)
Purpose: This fund is used to reimburse the Department of Taxation for expenses

incurred in administering school district income taxes. Money remaining in
the fund after such use is returned to the fund from which collections are
distributed to school districts. The number of school districts with income
taxes has been growing, to 172 as of January 2009, and collections have
increased.

Through FY 1993, this line item received 3% of total school district income
tax collections. Am. Sub. H.B. 152 of the 120th G.A. reduced the percentage
of collections that the line item receives to 2.5% in FY 1994 and 2% percent
in FY 1995. Am. Sub. H.B. 117 of the 121st G.A. again reduced the
percentages to 1.75% in FY 1996 and 1.5% in FY 1997 and thereafter. These
changes were made because the Department was not spending all the
administrative money.

The original law authorizing the school district income tax went into effect
in November, 1981. H.B. 291 of the 115th G.A. repealed the authority of any
school district to enact a new income tax after August 2, 1983. At that time,
only six districts used an income tax. One was repealed effective in 1987.
Am. Sub. S.B. 28 of the 118th G.A. reauthorized new enactments of voter-
approved school district income taxes.
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Department of Taxation - Catalog of Budget Line Iltems

4C60 110616 International Registration Plan

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$693,398 $547,015 $843,114 $706,855 $706,855 $706,855
-21.1% ‘ 54.1% ‘ -16.2% 0.0% ‘ 0.0% ‘
Source: SSR: Revenues from the IRP registration fees are deposited into the

International Registration Plan Distribution Fund (IRPDF); distributions are
made from the IRPDF to the International Registration Plan Auditing Fund
in an amount estimated to cover the annual costs of the Department of
Taxation for auditing persons who have registered motor vehicles under the
IRP

Legal Basis: ORC 5703.12 and 4501.044

Purpose: Am. Sub. H.B. 831 of the 118th G.A. eliminated the old highway use tax
(axle-mile tax) effective January 1, 1991. The act required the Registrar of
Motor Vehicles in Ohio to apply for membership in a reciprocal registration
agreement known as the International Registration Plan (IRP). The highway
use tax and the various commercial vehicle registration taxes effective
under prior law were replaced with a system of registration fees based on
gross vehicle weight and a three cents per gallon fuel use surcharge for
vehicles subject to the IRP. The surcharge was reduced to two cents in 2004
and eliminated in 2005. Revenues from the IRP registration fees are
deposited into the International Registration Plan Distribution Fund
(IRDPF). Distributions are to be made from the IRPDF to the International
Registration Plan Auditing Fund in an amount estimated to cover the
annual costs of the Department of Taxation for audits of persons who have
registered motor vehicles under the IRP. The IRPAF is created in ORC
5703.12, as enacted by Am. Sub. H.B. 831 of the 118th G.A. Ohio Revised
Code section 4501.044 authorizes the actual distribution of moneys from the
IRPDF to the Auditing Fund.

4R60 110610 Tire Tax Administration

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$56,887 $30,036 $69,608 $150,000 $200,000 $200,000

‘ -47.2% 131.7% 115.5% ' 33.3% 0.0%

Source: SSR: Two percent of the $0.50 tire tax

Legal Basis: ORC 3734.901

Purpose: The Department of Taxation uses its share of the tax (the rest of which goes
to Ohio EPA’s Scrap Tire Management Fund) for administration of the tire
tax.
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5V70 110622

Department of Taxation - Catalog of Budget Line Iltems

Motor Fuel Tax Administration

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$4,299,239 $4,008,827 $4,990,342 $5,000,000 $4,700,000 $4,700,000
-4.7% ‘ 21.8% ‘ 0.2% -6.0% ‘ 0.0% ‘
Source: SSR: 0.275% from motor fuel taxes collected after refunds
Legal Basis: ORC 5735.053; Section 405.10 of Am. Sub. H.B. 119 of the 127th G.A.
Purpose: This fund pays for the administration of the motor fuel tax. These costs

6390 110614

were previously funded through annual assessments paid to the GRF from
motor fuel taxes.

Cigarette Tax Enforcement

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$161,071 $46,913 $157,670 $100,000 $1,900,000 $1,900,000
-70.9% 236.1% -36.6% 1800.0% 0.0%
Source: SSR: 47.5% of wholesale cigarette license tax revenue; 15% of retail cigarette
license tax revenue from the tax on the first 5 places of business of a person
engaged in the retail business of trafficking in cigarettes
Legal Basis: ORC 5743.15
Purpose: This fund is used to defray the costs of enforcing cigarette tax law. For the

6420 110613

FY 2010 - FY 2011 budget, the executive proposes an increase in the fees
generating revenues to this fund

Ohio Political Party Distributions

2006 2007 ‘ 2008 ‘ 2009 2010 2011
Executive Proposal | Executive Proposal
$390,766 $372,919 $440,797 $600,000 $500,000 $500,000
-4.6% 18.2% 36.1% ' -16.7% 0.0%
Source: SSR: State income tax check-off money: $1 for single returns or $2 for joint
returns

Legal Basis: ORC 3517.16
Purpose: Money is distributed to qualified political parties. For each qualifying party,

one-half of the receipts goes to the treasurer of the state executive
committee of the party, and one half goes to the treasurers of each county
executive committee. Each county committee's share is determined by the
ratio of the number of check-offs in that county to the total statewide
number of check-offs.
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Department of Taxation - Catalog of Budget Line Iltems

6880 110615 Local Excise Tax Administration

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$276,309 $74,980 $293,622 $180,000 $800,000 $800,000
-72.9% ‘ 291.6% ‘ -38.7% 344.4% ‘ 0.0% ‘
Source: SSR: 2% of Cuyahoga County excise tax collections on cigarettes and
alcoholic beverages
Legal Basis: ORC 5743.024 and 4301.423
Purpose: Cuyahoga County has been collecting voter-approved local option excise

taxes on cigarettes, beer, wine, and mixed beverages since August 1, 1990.
Revenue from these taxes is used to pay debt service on bonds issued for
the construction of professional sports facilities (Gund Arena (now Quicken
Loans Arena), Jacobs Field, and Cleveland Browns Stadium). The 2% of
total tax collections received by this fund are for the purpose of defraying
the cost of administering the tax, including auditing and enforcement.
Increased local taxes in Cuyahoga County have increased revenue to this
fund.

Agency Fund Group
4250 110635 Tax Refunds

2006 2007 2009 2010

2008
Executive Proposal | Executive Proposal
$1,590,579,291 $1,466,065,601 $1,607,934,383 $1,546,800,000 $1,546,800,000 $1,546,800,000

7.8% ‘ 9.7% ‘ -3.8% 0.0% ‘ 0.0% ‘

2011

Source: AGY: The amount transferred to the Tax Refund Fund by the Treasurer of
State is derived from current receipts of the same tax or the fee for which
the refund arose. In the case of a tax credit refund, the transfer comes from
the current receipts of the taxes administered by the Department of
Taxation.

Legal Basis: ORC 5703.052; Section 405.10 of Am. Sub. H.B. 119 of the 127th G.A.

Purpose: The fund is used to pay refunds for taxes or fees overpaid.

7067 110967 School District Income Tax

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$0 $0 $307,507,948 $0 $0 $0
‘ N/A '
Source: AGY:
Legal Basis:
Purpose: This appropriation is shown in the Revenue Distribution Funds section of
COBLL.
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7095 110995 Municipal Income Tax

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$36,783,212 $35,739,277 $43,655,400 $21,000,000 $21,000,000 $21,000,000
-2.8% ‘ 22.1% ‘ -51.9% 0.0% ‘ 0.0% ‘
Source: AGY: The amounts of taxes collected by the state on behalf of local

governments from electric companies and telephone and
telecommunications companies subject to the municipal income tax

Legal Basis: ORC 5745.03 and 5745.04; Section 405.10 of Am. Sub. H.B. 119 of the 127th
G.A.

Purpose: This fund is used to distribute taxes collected by the state from electric
companies and telephone and telecommunications companies to the local
governments where this tax applies.

Holding Account Redistribution Fund Group
RO10 110611 Tax Distributions

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$0 $0 $0 $50,000 $50,000 $50,000
N/A 0.0% 0.0%
Source: 090: Sales tax payments

Legal Basis: Section 405.10 of Am. Sub. H.B. 119 of the 127th G.A. (originally established
by Controlling Board in December 1985)

Purpose: This line item functions as a holding account for sales tax and excise tax
payments when there is uncertainty as to the proper disposition of the
payment. The line item also temporarily holds checks that include payment
for more than one purpose, such as sales tax and employers' workers'
compensation premiums. The function of this line item used to be
performed by the Depository Trust Fund, which was abolished by Am. Sub.
H.B. 201 of the 116th G.A. Disbursements from the fund vary greatly from
year to year, depending on the volume of misdirected sales tax payments.
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RO11 110612 Miscellaneous Income Tax Receipts

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$0 $0 $0 $50,000 $50,000 $50,000
‘ ‘ N/A 0.0% ‘ 0.0% ‘
Source: 090: Personal income tax payments

Legal Basis: Section 405.10 of Am. Sub. H.B. 119 of the 127th G.A. (originally established
by Controlling Board in December 1985)

Purpose: This line item functions as a holding account for Ohio personal income tax
payments when there is uncertainty as to the proper disposition of the
payment. The function of this line item used to be performed by the
Depository Trust Fund, which was abolished by Am. Sub. H.B. 201 of the
116th G.A. As with line item 110611, annual revenues and disbursements
for this fund are very volatile.

R045 110617 International Fuel Tax Distribution

2006 2007 2008 2009 2010 2011
| Executive Proposal | Executive Proposal
$0 $0 $60,598,630 $0 $0 $0
N/A '
Source: 090:
Legal Basis:
Purpose: This appropriation is shown in the Revenue Distribution Funds section of
COBLL.

Revenue Distribution Fund Group
7062 110962 Resort Area Excise Tax

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$0 $0 $748,348 $0 $0 $0
N/A
Source: RDF:
Legal Basis:
Purpose: This appropriation is shown in the Revenue Distribution Funds section of
COBLI.
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7063 110963 Permissive Tax Distribution

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$0 $0 $1,754,915,170 $0 $0 $0
| v | |
Source: RDF:
Legal Basis:
Purpose: This appropriation is shown in the Revenue Distribution Funds section of
COBLL.

Tobacco Master Settlement Agreement Fund Group
TO87 110402 Tobacco Settlement Enforcement

2006 2007 2008 2009 2010 2011
| Executive Proposal | Executive Proposal
$200,008 $296,495 $227,571 $0 $0 $0
48.2% ‘ -23.2% ‘ ‘ ‘
Source: TSF: Amounts transferred under ORC 183.18 from the Tobacco Master
Settlement Agreement Fund to the Tobacco Settlement Enforcement Fund
(Fund T87)

Legal Basis: Section 203.90 of Sub. S.B. 321 of the 126th General Assembly (originally
established under Section 12 of Am. Sub. S.B. 242 of the 124th G.A.; ORC
183.35)

Purpose: This fund was created to offset the cost incurred by the Department of
Taxation for enforcing the excise tax on tobacco for each brand of cigarettes
and roll-your-own cigarette tobacco that is not covered in the tobacco
master settlement agreement. These costs are now paid from the General
Revenue Fund, ALI 110404.
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LSC Budget Spreadsheet by Line Item, FY 2010 - FY 2011

As Introduced % Change  As Introduced % Change
Fund  ALI ALI Title 2008 2009 2010 2009 to 2010 2011 2010 to 2011
TAX Department of Taxation
GRF 110321 Operating Expenses $ 84,875,363 $ 90,490,062 $ 81,441,056 -10.0% $ 81,441,055 0.0%
""" GRF 110404  Tobacco Setement Enforcement $0  $328034  $295231 -100%  $295231 0.0%
""" GRF 110412 cChild Support Administration  $14508  $21680 $19512 -100%  $19512 0.0%
..... < RF110901PropertyTaxAIIocatlonTaxatlon$496613219$478613618$569917420191%$57746301413%
""" GRF 110906 Tangible Tax Exemption $8965004 $4588981 $0  -1000% so0 T TNA
General Revenue Fund Total $ 590,468,094 $574,042,375 $651,673,219 13.5% $ 659,218,812 1.2%
2250 110626 Enforcement and Forfeiture Collection $11,161 $0 $0 N/A $0 N/A
""" 2280 110628  Tax Reform System Implementation  $528211  $0  $13,600000 NA  $13,600000 0.0%
""" 4330 110602 TapeFile Account 7 7777777$110318  $140,000  $125000  -10.7%  $125000 0.0%
""" 5APO 110632 Discovery Project T U g0 T s2,000000 N/AL L $2,000000 0.0%
""" 5BQ0 110629 Commercial Activity Tax Administration  $5940,050  $6,000000 $0  -000%  so T TNA
""" 5CZ0 110631  Vendors License Application  $126850  $1000000 $250000 -750%  $250,000  0.0%
""" 5N50 110605 Municipal Income Tax Administration ~ $495188  $500,000 $600000 200%  $600000 0.0%
""" 5N60 110618  Kilowatt Hour Tax Administraion ~ $96999 $175000 $100000 -42.9%  $100000 0.0%
..... : V80110623PropertyTaxAdmmlstratlon$14120683$13500000$12000000111%$1200000000%
""" 5W40 110625  Centralized Tax Filng and Payment  $1602488  $200,000 $200000 00%  $200000  0.0%
""" 5W70 110627 ExemptFacilty Administration  $64652  $150,000 $60000 -60.0%  $60000 0.0%
General Services Fund Group Total $ 23,096,600 $ 21,665,000 $ 28,935,000 33.6% $ 28,935,000 0.0%
3360 110601 Motor Fuel Compliance $ 25,000 $0 $0 N/A $0 N/A
Federal Special Revenue Fund Group Total $ 25,000 $0 $0 N/A $0 N/A
4350 110607 Local Tax Administration $ 16,555,683 $ 17,250,000 $ 18,000,000 4.3% $ 18,000,000 0.0%
""" 4360 110608 Motor Vehicle Audit $1196373 $1200000 $1,000000 -167%  $1,000000 00%
""" 4370 110606 Litter Tax and Natural Resource Tax Administraion  $673,550  $800,000 $200000 -750%  $200000 0.0%
""" 4380 110609 School District ncome Tax  $3448790  $3600000 $5500000 528%  $5500000 00%
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LSC Budget Spreadsheet by Line Item, FY 2010 - FY 2011

As Introduced % Change  As Introduced % Change
Fund  ALI ALI Title 2008 2009 2010 2009 to 2010 2011 2010 to 2011
TAX Department of Taxation
4C60 110616 International Registration Plan $ 843,114 $ 706,855 $ 706,855 0.0% $ 706,855 0.0%
""" 4R60 110610  Tire Tax Administraon  $69,608 $150000 $200000 333%  $200000 00%
""" 5v70 110622 Motor Fuel Tax Administration  $4990342  $5000000 $4,700000 -6.0%  $4700000  0.0%
..... : 390110614ClgaretteTaxEnforcement$157670$100000$190000018000%$190000000%
""" 6420 110613 Ohio Political Party Distributons  $440797  $600,000 $500000 -167%  $500,000 0.0%
""" 6880 110615  Local Excise Tax Administraion  $293622  $180,000 $800,000 344.4%  $800000  0.0%
State Special Revenue Fund Group Total $ 28,669,550 $ 29,586,855 $ 33,506,855 13.2% $ 33,506,855 0.0%
4250 110635 Tax Refunds $1,607,934,383 $ 1,546,800,000 $ 1,546,800,000 0.0% $1,546,800,000 0.0%
""" 7067 110967 School District Income Tax  $307,507,948 so so TN TTTs0 T NA
""" 7095 110995  Municipal Income Tax  $43655400 $21000000 $21,000000  00%  $21,000000 0.0%
Agency Fund Group Total $1,959,097,731  $1,567,800,000  $ 1,567,800,000 0.0% $1,567,800,000 0.0%
R0O10 110611 Tax Distributions $0 $ 50,000 $ 50,000 0.0% $ 50,000 0.0%
""" RO11 110612 Miscellaneous Income Tax Receipts  $0  $50000 $50000  00%  $50000 0.0%
""" RO45 110617 International Fuel Tax Distributon  $60598630 s 0 UnA T Tso T A
Holding Account Redistribution Fund Group Total $ 60,598,630 $ 100,000 $ 100,000 0.0% $ 100,000 0.0%
7062 110962 Resort Area Excise Tax $ 748,348 $0 $0 N/A $0 N/A
""" 7063 110963 Permissive Tax Distributon  $1,754915170  so . so TNma T TTs0 T NA
Revenue Distribution Fund Group Total $1,755,663,519 $0 $0 N/A $0 N/A
T087 110402 Tobacco Settlement Enforcement $ 227,571 $0 $0 N/A $0 N/A
Tobacco Master Settlement Agreement Fund Group Total $ 227,571 $0 $0 N/A $0 N/A

Total All Budget Fund Groups $4,417,846,694  $2,193,194230  $2,282,015,074 4.0% $2,289,560,667 0.3%
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Revenue Distribution Funds - Catalog of Budget Line Items

Volunteer Firefighters Dependents Fund Group

7085 800900

Volunteer Fire Fighters' Dependents Fund

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$256,050 $240,475 $0 $0 $0 $0
-6.1%
Source: 085: "Initial premiums" paid by each political subdivision or fire district that
maintains a volunteer fire department

Legal Basis: ORC 146.07
Purpose: Revenues in the fund are used to pay three types of benefits:

7085 800985

(1) Surviving spouse benefits, to anyone whose firefighter spouse was killed
in the line of duty.

(2) Monthly benefits to dependent children until age 18 or age 23 if the child
is attending a post-secondary educational institution.

(3) Monthly benefits to totally and permanently disabled firefighters.

Volunteer Firemen's Dependents Fund

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$0 $0 $0 $300,000 $300,000 $300,000
N/A 0.0% 0.0%
Source: 085: "Initial premiums" paid by each political subdivision or fire district that
maintains a volunteer fire department

Legal Basis: 146.07
Purpose: Revenues in the fund are used to pay three types of benefits:

(1) Surviving spouse benefits, to anyone whose firefighter spouse was killed
in the line of duty.

(2) Monthly benefits to dependent children until age 18 or age 23 if the child
is attending a post-secondary educational institution.

(3) Monthly benefits to totally and permanently disabled firefighters.
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Revenue Distribution Funds - Catalog of Budget Line Items

Agency Fund Group
4P80 001698 Cash Management Improvement Fund

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$1,139,069 $2,292,058 $4,465,395 $3,100,000 $3,100,000 $3,100,000
101.2% 94.8% -30.6% 0.0% 0.0%
Source: AGY: Interest earnings of various state funds that draw federal money
Legal Basis: ORC 131.37
Purpose: This fund holds interest earnings that the state must pay to the federal

government under the federal Cash Management Improvement Act.

6080 001699 Investment Earnings

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$230,116,915 $358,100,255 $378,878,593 $250,000,000 $250,000,000 $250,000,000
55.6% 5.8% -34.0% 0.0% 0.0%
Source: AGY: Investment earnings from various state funds

Legal Basis: ORC 113.09

Purpose: This fund holds investment earning from the State Treasurer's investment
pool until the Office of Budget and Management apportions them to the
funds that ultimately receive them, including the GRF.
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Revenue Distribution Funds - Catalog of Budget Line Items

7062 110900

Resort Area Excise Tax

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$633,948 $0 $0 $0 $0 $0

Source: AGY: Resort area excise taxes (qualified municipal corporations and
townships may impose a resort area tax of up to 1.5% on gross receipts from
general sales or intrastate transportation primarily to and from the resort
area. Three eligible jurisdictions currently impose the tax: Kelley's Island
(1.5%), Village of Put-in-Bay (1.0%), and the township of Put-in-Bay (1.0%))

Legal Basis: Discontinued line item (originally established in ORC 5739.102 through
5739.105)

Purpose: This fund held resort area excise tax money until 45 days after the month of

7062 110962

collection, when the Tax Commissioner would distribute it to the municipal
corporations and townships of origin, minus 1% retained by the GRF for
administration.

In FY 2007, a new line item 110-962, Resort Area Excise Tax, was assigned to
this fund due to the Ohio Administrative Knowledge System (OAKS)
conversion.

Resort Area Excise Tax

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$0

$798,662 $0 $1,000,000 $1,000,000 $1,000,000

Source:

Legal Basis:

Purpose:

N/A N/A 0.0% 0.0%

AGY: Resort area excise taxes (qualified municipal corporations and
townships may impose a resort area tax of up to 1.5% on gross receipts from
general sales or intrastate transportation primarily to and from the resort
area. Three eligible jurisdictions currently impose the tax: Kelley's Island
(1.5%), Village of Put-in-Bay (1.0%), and the township of Put-in-Bay (1.0%))

ORC 5739.102 through 5739.105

This fund holds resort area excise tax money until 45 days after the month
of collection, when the Tax Commissioner distributes it to the municipal
corporations and townships of origin, minus 1% retained by the GRF for
administration.

Historical spending prior to FY 2007 is located in line item 110-900, Resort
Area Excise Tax. This new line item was assigned to this fund due to the
Ohio Administrative Knowledge System (OAKS) conversion in FY 2007.
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Revenue Distribution Funds - Catalog of Budget Line Items

7063 110900

Permissive Tax Distribution

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$1,588,009,559

$0 $0 $0 $0 $0

Source:

Legal Basis:

Purpose:

7063 110963

AGY: County and transit authority permissive sales and use taxes and
county permissive cigarette taxes and alcoholic beverage taxes (Cuyahoga
County is the only county levying excise taxes on cigarettes and alcoholic
beverages)

Discontinued line item (originally established in ORC 4301.423, 5743.024,
5739.21, and 5741.03)

This fund held revenue from county and transit authority permissive taxes,
until the Tax Commissioner would distribute the tax revenue back to the
county or transit authority of origin.

In FY 2007, a new line item 110-963, Permissive Tax Distribution, was
assigned to this fund due to the Ohio Administrative Knowledge System
(OAKS) conversion.

Permissive Tax Distribution

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$0 $1,682,380,507 $0 $1,849,000,000 | $1,849,000,000 | $1,849,000,000
N/A N/A 0.0% 0.0%

Source: AGY: County and transit authority permissive sales and use taxes and
county permissive cigarette taxes and alcoholic beverage taxes (Cuyahoga
County is the only county levying excise taxes on cigarettes and alcoholic
beverages)

Legal Basis: ORC 4301.423, 5743.024, 5739.21, and 5741.03

Purpose: This fund holds revenue from county and transit authority permissive

taxes, until the Tax Commissioner distributes the tax revenue back to the
county or transit authority of origin.

Historical spending prior to FY 2007 is located in line item 110-900,
Permissive Tax Distribution. This new line item was assigned to this fund
due to the Ohio Administrative Knowledge System (OAKS) conversion in
FY 2007.
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Revenue Distribution Funds - Catalog of Budget Line Items

7067 110900

School District Income Tax

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$202,416,785 $0 $0 $0 $0 $0

Source:
Legal Basis:

Purpose:

7067 110967

AGY: School district income tax collections
Discontinued line item (originally established in ORC 5747.03)

This fund held school district income tax collections, which are
administered by the Tax Commissioner, prior to their distribution back to
the districts of origin. The Ohio Department of Taxation kept 1.5% for
administration of the tax.

In FY 2007, a new line item 110-967, School District Income Tax, was
assigned to this fund due to the Ohio Administrative Knowledge System
(OAKS) conversion.

School District Income Tax

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$0 $241,336,734 $0 $350,000,000 $350,000,000 $350,000,000
N/A N/A 0.0% 0.0%
Source: AGY: School district income tax collections
Legal Basis: ORC 5747.03
Purpose: This fund holds school district income tax collections, which are

administered by the Tax Commissioner, prior to their distribution back to
the districts of origin. The Ohio Department of Taxation keeps 1.5% for
administration of the tax.

Historical spending prior to FY 2007 is located in line item 110-900, School
District Income Tax. This new line item was assigned to this fund due to
the Ohio Administrative Knowledge System (OAKS) conversion in FY 2007.
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Holding Account Redistribution Fund Group

R045 110617

International Fuel Tax Distribution

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$44,952,537 $38,543,611 $0 $50,000,000 $50,000,000 $50,000,000
-14.3% N/A 0.0% 0.0%
Source: 090: Fuel use tax payments
Legal Basis: ORC 5735.27 and 5735.291
Purpose: This fund holds fuel use tax payments prior to their eventual distribution to

other funds in Ohio, or to other jurisdictions that are owed some of the fuel
tax collected from Ohio-based carriers.

All states have been mandated by the federal government (Public Law 102-
240, December 18, 1991) to join the International Fuel Tax Agreement (IFTA)
or lose the right to collect and levy a motor fuel use tax. IFTA is a base state
agreement whereby trucking companies register for fuel use tax in their
home state and file one tax return in their home state instead of registering
and filing in each state in which they operate. The base state then makes
payments to other jurisdictions that are owed some of the fuel tax, and also
collects tax it is owed form other jurisdictions. These payments are made
possible by a set of reciprocal agreements between the states and provinces
in IFTA.

This line item also appears under the Department of Taxation because in
prior budget bills, its appropriations have been placed there.

Revenue Distribution Fund Group

7049 038900

Indigent Drivers Alcohol Treatment

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$1,545,064 $1,960,783 $1,950,671 $1,832,000 $1,832,000 $1,832,000
26.9% -0.5% -6.1% 0.0% 0.0%
Source: RDF: $37.50 of the fine paid by OMVI offenders to have their licenses
reinstated after their suspension periods
Legal Basis: ORC 4511.193
Purpose: The Department of Alcohol and Drug Addiction Services distributes

moneys from the fund to local courts through county and municipal
indigent drivers treatment funds, which pay the costs of alcohol and drug
addiction treatment programs ordered by the court for indigent persons.
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7050 762900

International Registration Plan Distribution

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$41,471,701 $36,179,632 $25,866,720 $30,000,000 $30,000,000 $30,000,000
-12.8% -28.5% 16.0% 0.0% 0.0%
Source: RDF: Registration fees based on gross vehicle weight and a three cents per
gallon motor fuel surcharge for vehicles subject to the IRP
Legal Basis: ORC 4501.044
Purpose: Am. Sub. H.B. 831 of the 118th G.A. eliminated the highway use tax (axle-

7051 762901

mile tax) effective January 1, 1991. The act required the Registrar of Motor
Vehicles in Ohio to apply for membership in a reciprocal registration
agreement known as the International Registration Plan (IRP). The
highway use tax and the various commercial vehicle registration taxes
effective under prior law were replaced with a system for registration fees
based on gross vehicle weight and a three cents per gallon motor fuel
surcharge for vehicles subject to the IRP. Revenues from the new IRP

registration fees are deposited into the International Registration Plan
Distribution Fund (IRDPF).

Distributions are made from the IRPDF as follows: (1) to make payments to
member states for portions of Ohio registration taxes that the states are
eligible to receive because of the operation within their borders of
apportionable vehicles that are registered in Ohio; (2) to the Highway
Obligations Bond Retirement Fund; (3) to offset operation costs of the
Department of Taxation and the Bureau of Motor Vehicles; and (4) to local
governments as compensation for lost revenue which would have been
received under prior law.

Auto Registration Distribution

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$475,302,909

$473,297,959 $471,069,158 $539,000,000 $539,000,000 $539,000,000

Source:
Legal Basis:

Purpose:

-0.4% -0.5% 14.4% 0.0% 0.0%

RDEF: Motor vehicle license tax
ORC 4501.03

Moneys in this fund are returned to the counties and districts of
registration, except that a portion is paid to the auditor of state to offset the
costs of audits of deputy registrars and of the motor vehicle registration
system and related systems. Amounts returned to the counties and districts
are used for the planning, construction, and maintenance of public
highways and roads, and for other related activities.
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Revenue Distribution Funds - Catalog of Budget Line Items

7054 110900

Local Government Property Tax Replacement-Utility

2006

2011
Executive Proposal

Executive Proposal

2008 2009

$90,540,118 $0 $0 $0 $0 $0
Source: RDF: Kilowatt-hour tax and natural gas consumption tax
Legal Basis: Discontinued line item (originally established in ORC 5727.84)
Purpose: Funds were used to replace property tax revenue lost due to valuation

7054 110954

reductions to tangible property owned by electric and natural gas utilities.

In FY 2007, a new line item 110-954, Local Government Property Tax
Replacement-Ultility, was assigned to this fund due to the Ohio
Administrative Knowledge System (OAKS) conversion.

Local Government Property Tax Replacement - Utility

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$0 $81,618,501 $79,850,911 $95,125,000 $95,125,000 $95,125,000
N/A -2.2% 19.1% 0.0% 0.0%
Source: RDF: Kilowatt-hour tax and natural gas consumption tax
Legal Basis: ORC 5727.84 (originally established by Am. Sub. S.B. 3 and Am. Sub. S.B.
287 of the 123rd G.A.)
Purpose: Funds are used to replace property tax revenue lost due to valuation

reductions to tangible property owned by electric and natural gas utilities.

Historical spending prior to FY 2007 is located in line item 110-900, Local
Government Property Tax Replacement - Utility. This new line item was
assigned to this fund due to the Ohio Administrative Knowledge System
(OAKS) conversion in FY 2007.
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Revenue Distribution Funds - Catalog of Budget Line Items

7060 110900

Gasoline Excise Tax Fund

2006

2007

2008

2009

2010
Executive Proposal

2011
Executive Proposal

$335,331,862

$0

$0

$0

$0

$0

Source:

Legal Basis:

Purpose:

RDF: 1.75 cents per gallon of the motor vehicle fuel tax

Discontinued line item (originally established in ORC 5735.27, 5735.23, and
5735.26)

The portion of the fund that was distributed to municipal corporations was
used for construction and maintenance of public highways and roads,
maintenance of bridges, and the purchase and installation of traffic signs,
markers, lights, and signals.

The portion of the fund that was paid to counties (under the authority of the
county treasurer) was to be used for planning, constructing, and
maintaining public highways and roads; constructing and repairing walks
and paths along country roads; constructing and maintaining buildings for
county road machinery; and the payment of bond obligations for road
construction and improvements.

The portion of this fund that was paid to townships (after first going to the
county treasurer) was used for planning, constructing, and maintaining
public roads and highways.

In FY2007, a new line item 110-960, Gasoline Excise Tax Fund, was assigned
to this fund due to the Ohio Administrative Knowledge System (OAKS)
conversion.
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Revenue Distribution Funds - Catalog of Budget Line Items

7060 110960

Gasoline Excise Tax Fund

2006

2007

2008

2009

2010
Executive Proposal

2011
Executive Proposal

$0 $363,882,395 $394,012,233 $375,000,000 $375,000,000 $375,000,000
N/A 8.3% -4.8% 0.0% 0.0%
Source: RDF: 1.75 cents per gallon of the motor vehicle fuel tax
Legal Basis: ORC 5735.27, 5735.23, and 5735.26
Purpose: The portion of the fund that is distributed to municipal corporations is used

for construction and maintenance of public highways and roads,
maintenance of bridges, and the purchase and installation of traffic signs,
markers, lights, and signals.

The portion of the fund that is paid to counties (under the authority of the
county treasurer) is to be used for planning, constructing, and maintaining
public highways and roads; constructing and repairing walks and paths
along country roads; constructing and maintaining buildings for county
road machinery; and the payment of bond obligations for road construction
and improvements.

The portion of this fund that is paid to townships (after first going to the
county treasurer) is used for planning, constructing, and maintaining public
roads and highways.

Historical spending prior to FY 2007 is located in line item 110-900, Gasoline
Excise Tax Fund. This new line item was assigned to this fund due to the
Ohio Administrative Knowledge System (OAKS) conversion in FY 2007.
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Revenue Distribution Funds - Catalog of Budget Line Items

7064 110900

Local Government Revenue Assistance

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$94,597,555 $0 $0 $0 $0 $0
Source: RDF: State personal income tax, state sales and use tax, corporate franchise
tax, public utility excise tax, and kilowatt-hour tax
Legal Basis: Discontinued line item (originally established in ORC 5747.61)
Purpose: Money in the state Local Government Revenue Assistance Fund (LGRAF)

7064 110964

was distributed from the Tax Commissioner to the counties on a per capita
basis. Distributions from the county treasury to local governments
(municipalities, townships, special districts, and the county itself) were
determined by the county budget commission. Local governments used
these funds for current operating expenses.

In FY 2007, a new line item 110-964, Local Government Revenue Assistance,
was assigned to this fund due to the Ohio Administrative Knowledge
System (OAKS) conversion.

Local Government Revenue Assistance

2006

2010 2011

2007

2008

2009

Executive Proposal

Executive Proposal

$0 $94,597,555 $42,396,774 $0 $0 $0
N/A -55.2%
Source: RDF: State personal income tax, state sales and use tax, corporate franchise
tax, public utility excise tax, and kilowatt-hour tax.
Legal Basis: ORC 5747.61
Purpose: Money in the state Local Government Revenue Assistance Fund (LGRAF) is

distributed from the Tax Commissioner to the counties on a per capita
basis. Distributions from the county treasury to local governments
(municipalities, townships, special districts, and the county itself) are
determined by the county budget commission. Local governments use
these funds for current operating expenses.

Beginning in January 2008 (per Am. Sub. H. B. 119th of the 127th G. A.), the
fund is eliminated and all future distributions are distributed through the
Local Government Fund (Fund 069).

Historical spending prior to FY 2007 is located in line item 110-900, Local
Government Revenue Assistance. This new line item was assigned to this
fund due to the Ohio Administrative Knowledge System (OAKS)
conversion in FY 2007.
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Revenue Distribution Funds - Catalog of Budget Line Items

7065 110900

Public Library Fund

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$457,970,324

$0 $0 $0 $0 $0

Source:
Legal Basis:

Purpose:

7065 110965

RDF: State personal income tax
Discontinued line item (originally established in ORC 5747.03)

In FY 2007, a new line item 110-965, Library/Local Government Support
Fund, was assigned to this fund due to the Ohio Administrative Knowledge
System (OAKS) conversion.

Public Library Fund

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$0 $457,970,324 $449,588,702 $464,500,000 $401,100,000 $402,400,000
N/A -1.8% 3.3% -13.6% 0.3%
Source: RDF: State personal income tax. Beginning in January 2008 (per Am. Sub. H.
B. 119th of the 127th G. A.), a designated percentage of total state GRF tax
revenue.
Legal Basis: ORC 5747.03
Purpose: Public Library Fund money flows to the counties, and the county budget

commission determines the amounts to be given to all libraries. The amount
given to each library is based on its needs for building construction and
improvements, operations, maintenance, and other expenses. In a few
counties, a small amount of this money is allocated to municipal
corporations.

This fund was known as the Library and Local Government Support Fund
prior to June 20, 2008. The name was changed by S.B. 185 of the 127th G.A.

Historical spending prior to FY 2007 is located in line item 110-900, Library
and Local Government Support Fund. This new line item was assigned to
this fund due to the Ohio Administrative Knowledge System (OAKS)
conversion in FY 2007.
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Revenue Distribution Funds - Catalog of Budget Line Items

7066 800900

Undivided Liquor Permits

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$13,801,948 $14,124,049 $0 $0 $0 $0
2.3%
Source: RDF: Liquor permit fees
Legal Basis: ORC 4301.30
Purpose: The moneys deposited to this fund are split between the state GRF, the

7066 800966

Department of Alcohol and Drug Addiction Services (DADAS), and the
municipal corporations and townships in which liquor permits are sold.
Approximately 21% of permit fee revenue is earmarked for the alcoholism-
detoxification center fund. This amount, along with 1.5% of gross liquor
profits, is appropriated to DADAS. The GRF then gets approximately 50%
of remaining fee revenue, to be used for any purpose. The other 50% of
remaining fee revenue goes to the general funds of the appropriate
municipal corporations and townships.

Undivided Liquor Permits

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$0 $0 $14,124,049 $13,500,000 $13,500,000 $13,500,000
N/A -4.4% 0.0% 0.0%
Source: RDF: Liquor permit fees
Legal Basis: ORC 4301.30
Purpose: The moneys deposited to this fund are split between the state GRF, the

Department of Alcohol and Drug Addiction Services (DADAS), and the
municipal corporations and townships in which liquor permits are sold.
Approximately 21% of permit fee revenue is earmarked for the alcoholism-
detoxification center fund. This amount, along with 1.5% of gross liquor
profits, is appropriated to DADAS. The GRF then gets approximately 50%
of remaining fee revenue, to be used for any purpose. The other 50% of
remaining fee revenue goes to the general funds of the appropriate
municipal corporations and townships.

COBLI: 13 of 19
Legislative Service Commission - Redbook



Revenue Distribution Funds - Catalog of Budget Line Items

7068 110900

State and Local Government Highway Distribution

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$205,759,257

$0 $0 $0 $0 $0

Source:
Legal Basis:

Purpose:

7068 110968

RDEF: Motor vehicle fuel tax
Discontinued line item (originally established in ORC 5735.23)

The amount of this fund's balance that is derived from applying the variable
cents per gallon levy to fuel sales at stations operated by the Ohio Turnpike
Commission was paid to the Commission. The remaining balance was
distributed among counties, municipal corporations, townships, and the
state Highway Operation Fund. These moneys were to be spent according
to the same guidelines as the Gasoline Excise Tax Fund (see line item 110-
900, Revenue Distribution Fund (Fund 060), above).

In FY 2007, a new line item 110-968, State and Local Government Highway
Distribution, was assigned to this fund due to the Ohio Administrative
Knowledge System (OAKS) conversion.

State and Local Government Highway Distribution

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$0 $203,401,373 $199,948,231 $242,500,000 $242,500,000 $242,500,000
N/A -1.7% 21.3% 0.0% 0.0%
Source: RDF: Motor vehicle fuel tax
Legal Basis: ORC 5735.23
Purpose: The amount of this fund's balance that is derived from applying the variable

cents per gallon levy to fuel sales at stations operated by the Ohio Turnpike
Commission is paid to the Commission. The remaining balance is
distributed among counties, municipal corporations, townships, and the
state Highway Operation Fund. These moneys are to be spent according to
the same guidelines as the Gasoline Excise Tax Fund (see line item 110-960,
Revenue Distribution Fund (Fund 060), above).

Historical spending prior to FY 2007 is located in line item 110-900, State
and Local Government Highway Distribution. This new line item was
assigned to this fund due to the Ohio Administrative Knowledge System
(OAKS) conversion in FY 2007.
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Revenue Distribution Funds - Catalog of Budget Line Items

7069 110900

Local Government Fund

2006

2007

2008

2009

2010
Executive Proposal

2011
Executive Proposal

$676,312,187

$0

$0

$0

$0

$0

Source:

Legal Basis:

Purpose:

RDF: State personal income tax, state sales and use tax, corporate franchise
tax, public utility excise tax, and kilowatt-hour tax

Discontinued line item (originally established in ORC 5747.03)

The Local Government Fund (LGF) provided state aid to counties and
municipalities.

Municipal corporations received one-tenth of the difference between the
total in the state LGF and 145.45% of the 1983 county deposits tax revenue,
plus $6 million. This amount went to all municipalities that levied an
income tax in the preceding year. Each municipality's share of the total
equaled its percentage of total municipal income taxes collected in the state
two years before. Amounts going to municipalities were paid into the
general fund and could be used for any purpose.

The allocation to counties was determined by a formula based on county
population and county municipal property valuation. There are formula
minimums designed to help the smaller counties. Amounts paid to counties
from the state LGF were combined with county shares of the state tax on
dealers in intangible property. These county local government fund
amounts were then distributed to municipalities, townships, special
districts, and the county governments themselves, to be used for current
operating expenses.

In FY 2007, a new line item 110-969, Local Government Fund, was assigned
to this fund due to the Ohio Administrative Knowledge System (OAKS)
conversion.
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Revenue Distribution Funds - Catalog of Budget Line Items

7069 110969

Local Government Fund

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$0 $676,497,674 $698,943,378 $785,000,000 $673,700,000 $676,000,000
N/A 3.3% 12.3% -14.2% 0.3%

Source: RDF: State personal income tax, state sales and use tax, corporate franchise
tax, public utility excise tax, and kilowatt-hour tax.
Beginning in January 2008 (per Am. Sub. H. B. 119th of the 127th G. A.), a
designated percentage of total state GRF tax revenue.

Legal Basis: ORC 5747.03

Purpose: The Local Government Fund (LGF) provides state aid to counties and

municipalities.

Municipal corporations receive one-tenth of the difference between the total
in the state LGF and 145.45% of the 1983 county deposits tax revenue, plus
$6 million. This amount goes to all municipalities that levied an income tax
in the preceding year. Each municipality's share of the total equals its
percentage of total municipal income taxes collected in the state two years
before. Amounts going to municipalities are paid into the general fund and
may be used for any purpose.

The allocation to counties is determined by a formula based on county
population and county municipal property valuation. There are formula
minimums designed to help the smaller counties. Amounts paid to counties
from the state LGF are combined with county shares of the state tax on
dealers in intangible property. These county local government fund
amounts are then distributed to municipalities, townships, special districts,
and the county governments themselves, to be used for current operating
expenses.

Historical spending prior to FY 2007 is located in line item 110-900, Local
Government Fund. This new line item was assigned to this fund due to the
Ohio Administrative Knowledge System (OAKS) conversion in FY 2007.
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Revenue Distribution Funds - Catalog of Budget Line Items

7081 110900

Local Government Property Tax Replacement-Business

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$19,623,652 $0 $0 $0 $0 $0
Source: RDEF: Commercial Activity Tax
Legal Basis: Discontinued line item (originally established in ORC 5711.22, 5751.20,
5751.21, and 5751.22)
Purpose: Funds were used to reimburse local taxing units for the revenue loss due to

7081 110981

the phase-out of general business tangible personal property taxes as a
result of Am. Sub. H.B. 66 of the 126th G.A.

In FY 2007, a new line item 110-981, Local Government Property Tax
Replacement - Business, was assigned to this fund due to the Ohio
Administrative Knowledge System (OAKS) conversion.

Local Government Property Tax Replacement - Business

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$0 $153,210,290 $262,488,258 $366,800,000 $366,800,000 $366,800,000
N/A 71.3% 39.7% 0.0% 0.0%
Source: RDF: Commercial Activity Tax
Legal Basis: ORC 5711.22, 5751.20, 5751.21, and 5751.22 (established in Am. Sub. H. B. 66
of the 126th General Assembly)
Purpose: Funds are used to reimburse local taxing units for the revenue loss due to

the phase-out of general business tangible personal property taxes as a
result of Am. Sub. H.B. 66 of the 126th G.A.

Historical spending prior to FY 2007 is located in line item 110-900, Local
Government Property Tax Replacement - Business. This new line item was
assigned to this fund due to the Ohio Administrative Knowledge System
(OAKS) conversion in FY 2007.
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Revenue Distribution Funds - Catalog of Budget Line Items

7082 110900

Horse Racing Tax

2006

2010
Executive Proposal

2011
Executive Proposal

2007 2008 2009

$114,143 $0 $0 $0 $0 $0

Source: RDF: Revenue from the tax on Ohio pari-mutual wagering on races at Ohio
county fairs (rather than a fixed percentage, this fund receives the
remainder after payments are made to the Ohio Fairs Fund, the
Standardbred Fund, the Quarterhorse Development Fund and the
Thoroughbred Special Account)

Legal Basis: Discontinued line item (originally established in ORC 3769.08)

Purpose: Revenues were distributed to the agricultural societies of the counties in

7082 110982

which the revenues originated.

In FY 2007, a new line item 110-982, Horse Racing Tax, was assigned to this
fund due to the Ohio Administrative Knowledge System (OAKS)
conversion.

Horse Racing Tax

2006

2007

2008

2009

2010
Executive Proposal

2011
Executive Proposal

$0 $106,988 $105,558 $130,000 $130,000 $130,000
N/A -1.3% 23.2% 0.0% 0.0%

Source: RDF: Revenue from the tax on Ohio pari-mutual wagering on races at Ohio
county fairs (rather than a fixed percentage, this fund receives the
remainder after payments are made to the Ohio Fairs Fund, the
Standardbred Fund, the Quarterhorse Development Fund and the
Thoroughbred Special Account)

Legal Basis: ORC 3769.08

Purpose: Revenues are distributed to the agricultural societies of the counties in

which the revenues originate.

Historical spending prior to FY 2007 is located in line item 110-900, Horse
Racing Tax. This new line item was assigned to this fund due to the Ohio
Administrative Knowledge System (OAKS) conversion in FY 2007.
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7083 700900

Ohio Fairs Fund

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$2,068,917 $1,987,207 $1,482,462 $2,325,000 $2,325,000 $2,325,000
-3.9% -25.4% 56.8% 0.0% 0.0%
Source: RDF: 0.5% of pari-mutuel wagering tax revenue and 0.25% of receipts from
the "exotic" wagering tax
Legal Basis: ORC 3769.082
Purpose: Twelve percent of the fund balance goes to each county agricultural society

and to each independent agricultural society that holds an annual fair, for
general operations. Each county or independent agricultural society that
conducts horse races at its annual fair receives $4,000, to be used for purse
money and $1,000 for racetrack maintenance. The Ohio Expositions
Commission receives $120,000 to conduct stakes races. After all these
distributions, the remainder is split as follows; 4% to the Ohio Expositions
Commission, and the other 96% to agricultural societies that conduct stakes
races, for general operations.
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LSC Budget Spreadsheet by Line Item, FY 2010 - FY 2011

As Introduced % Change  As Introduced % Change
Fund  ALI ALI Title 2008 2009 2010 200910 2010 2011 201010 2011
RDF Revenue Distribution Funds
7085 800985 Volunteer Firemen's Dependents Fund $0 $ 300,000 $ 300,000 0.0% $ 300,000 0.0%
Volunteer Firefighters Dependents Fund Group Total $0 $ 300,000 $ 300,000 0.0% $ 300,000 0.0%
4P80 001698 Cash Management Improvement Fund $ 4,465,395 $ 3,100,000 $ 3,100,000 0.0% $ 3,100,000 0.0%
""" 6080 001699 InvestmentEamings  $378.878593  $250,000,000  $250,000000 00%  $250,000000 00%
""" 7062 110962 ResortArea Excise Tax 7777s0 T 77$1,000000  $1,000000  00%  $1,000000 00%
""" 7063 110963 Permissive Tax Distibuton $0  $1,849,000000  $1849,000000 00%  $1849,000000  0.0%
""" 7067 110967 School District Income Tax %0 $350,000,000  $350,000000 00%  $350,000000 00%
Agency Fund Group Total $ 383,343,988 $ 2,453,100,000 $ 2,453,100,000 0.0% $2,453,100,000 0.0%
R045 110617 International Fuel Tax Distribution $0 $ 50,000,000 $ 50,000,000 0.0% $ 50,000,000 0.0%
Holding Account Redistribution Fund Group Total $0 $ 50,000,000 $ 50,000,000 0.0% $ 50,000,000 0.0%
7049 038900 Indigent Drivers Alcohol Treatment $ 1,950,671 $ 1,832,000 $ 1,832,000 0.0% $ 1,832,000 0.0%
""" 7050 762900 International Registration Plan Distribution  $25866,720  $30,000,000 $30,000000 00%  $830,000000 00%
""" 7051 762901  Auto Registration Distribution  $471,069,158 $539,000000  $539,000000 00%  $539,000000 0.0%
""" 7 6'5'2{""""'1"1'65521""""""Lalc'éi'ééb'é}h}}{é}{{EEE)}Qé}i;"T'é'x"FEE;Sié'c'éH'e'r}}'f T $70.850011  $95125000  $95125000  00%  $95125000  00%
Utility
""" 7060 110960  Gasoline Excise Tax Fund  $394012233  $375000,000  $375000000 00%  $375000000  00%
""" 7064 110964 Local Government Revenue Assistance  $42,396,774 s0 g0 iAo T NA
""" 7065 110965  Public Library Fund  $449588,702  $464500,000  $401,100000 -136%  $402,400000  03%
""" 7066 800966  Undivided Liquor Permits  $14124049  $13500,000 $13,500000 00%  $13500000  00%
""" 7068 110968 State and Local Government Highway Distribution 199,948,231 242,500,000  $242500,000  00%  $242500000 0.0%
""" 7069 110969 Local GovernmentFund  $698,943378  $785000,000  $673,700000 -142%  $676000000 03%
""" 7081 110981 Local Government Property Tax Replacement - $ 262,488,258  $366,800,000  $366,800000  00%  $366800000  0.0%
Business
""" 7082 110982 Horse Racing Tax 7777105558 $130,000  $130000  00%  $130000 00%
""" 7083 700900 OhioFairs Fund 7777$1482462  $2,325000 $2325000 00%  $2325000 0.0%

Friday, April 17, 2009 Prepared by the Legislative Service Commission Page 1 of 2



LSC Budget Spreadsheet by Line Item, FY 2010 - FY 2011

As Introduced % Change  As Introduced % Change

Fund  ALI ALI Title 2008 2009 2010 200910 2010 2011 201010 2011
RDF Revenue Distribution Funds

Revenue Distribution Fund Group Total $2,641,827,105  $2,915712,000  $2,741,012,000 6.0% $2,744,612,000 0.1%

Total All Budget Fund Groups $3,025171,093  $5419,112,000  $5,244,412,000 3.2% $5,248,012,000 0.1%
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