FY 2010-FY 2011 Biennial Budget Forecast February 10, 2009

Nonauto Sales and Use Tax

GRF Revenues from the Nonauto Sales and Use Tax

(in millions)
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FY 2005 Actual  FY 2006 Actual FY 2007 Actual FY 2008 Actual FY 2009 Estimate FY 2010 Forecast FY 2011 Forecast
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
| Actual Actual Actual Actual Estimate Forecast Forecast
Revenue $6,763.0 $6,431.9 $6,502.9 $6,670.7 $6,416.4 $6,296.6 $6,472.9
Growth 5.5% -4.9% 1.1% 2.6% -3.8% -1.9% 2.8%

The forecast for the nonauto sales and use tax is primarily based on regressions
of quarterly nonauto sales and use tax revenues against Ohio wages and salaries, and
against retail sales and Ohio employment. A dummy variable was used to account for
the tax rate changes. Estimates were adjusted to reflect actual performance of the tax
through December 2008.

Revenue growth in FY 2005 was largely from the base expansion included in Am.
Sub. H.B. 95 (125th General Assembly). The decrease in receipts in FY 2006 was due to
the tax rate declining from 6.0% to 5.5% (Am. Sub. H.B. 66, 126th General Assembly).
Growth rates in FY 2007 and FY 2008 were below long-term baseline growth rates.
Employment, unemployment, wage growth, and income gains, which determine
nonauto sales and use tax receipts, have continued to deteriorate. Spending supported
by the housing industry and mortgage equity withdrawals, which buoyed sales tax
receipts in previous years, has vanished. If the recession becomes more entrenched in
CY 2009 and the consumer pullback continues as most economic forecasters expect, tax
receipts will decline both in FY 2009 and FY 2010. The size of the revenue decline in
FY 2010 will be dependent on the timing of the trough of the recession. Growth is
expected to resume in FY 2011.
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