Reader’s Guide

Introduction to the Executive Budget

The Reader’'s Guide is an introductory section ef Executive Budget that contains general infornmatm help
readers understand and use the contents of GovBtrickland’s budget proposal for fiscal years 2@hd 2011. It
contains the following informational sections:

Demographic information about Ohio

State of Ohio organization chart

Glossary of key terms

Summary of the state’s financial accounting method

Description of the process used to develop the $tatiget, including a budget calendar

Description and listing of state funds

Frequently asked questions about the budget

Guide to reading and understanding the budgetddbé are included in the summaries for each agenc

Background

The state’s first Constitution was adopted in 180#] Ohio entered the union in 1803. Ohio’s pre€anistitution
was modified by a state Constitutional Conventind851 and has since been amended on numerousonscakhe
Constitution establishes a state governmental tstreisimilar to the federal model, with three sepatbranches of
government—executive, legislative, and judicial.

The executive branch consists of the Governor daedténant Governor, who are jointly elected, ang fdditional
statewide elected officials—the Attorney Generaé Auditor of State, the Secretary of State, aedTireasurer of
State. All of these officials are elected to foeay terms. Approximately 100 departments, agenbieards, and
commissions are part of the executive branch oeguwent and receive appropriations from the legista along
with three judicial and five legislative agencies.

The state legislature in Ohio is referred to as@emeral Assembly and consists of two separate lobesr-the
Senate, a 33-member body, and the House of Repatises, a 99-member body. Each member of the Géner
Assembly is elected to represent the residents gdamraphical district for a specified term. Mensbef Ohio’s
General Assembly are subject to term limits: Semsatare restricted to serving two four-year termsl an
Representatives are restricted to serving four year terms. Each chamber has a presiding officeratb the
chamber to order and direct the calendar of evéis.presiding officer in the Senate is the Pregidéthe Senate,
and the presiding officer in the House of Represtivds is the Speaker of the House. A new Genesakkbly is
convened in January of each odd-numbered yearléBisature that convened in January 2009 is tae'st 128
General Assembly.

Along with the establishment of the state governtalestructure, the State Constitution requires Cthidhave a
balanced budget. Ohio’s budget is prepared formgef two years—a biennium—which begins on Julgf bdd-
numbered years and ends 24 months later on Jun&/BBin a biennium are two separate fiscal yeaeshe
beginning on July 1 and ending on June 30. The éupigposed by Governor Strickland in this docunieifdr the
two-year period beginning July 1, 2009 and endingeJ30, 2011.

Overview

The Executive Budget for fiscal years 2010 and 2044 submitted to the General Assembly by Governor
Strickland, consists of two separate documents.kBOoe, prepared by the Office of Budget and Managem
contains detailed spending and revenue informatiequired by law, and summary information to hedaders
understand the policy and financial context of @evernor's proposals. Book Two, a report on thée&tatax
expenditures, is prepared by the Department of fi@xar his section focuses on the organization @dBOne.

Governor’'s Message

The first item in the Executive Budget is a letfiemm Governor Strickland to the people of Ohio d@hd General
Assembly. Governor Strickland’s letter provides @arerview of his spending recommendations and alihis
goals and priorities for the 2010-2011 biennium.
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Section A—Reader’s Guide

The Reader’s Guide section is intended to helprélaeler understand the Executive Budget documerst.Giide
provides demographic information about the stat8tade of Ohio organization chart, a glossary of texms, a
summary of the state’s financial accounting metteodescription of the budget process, a listing @agtription of
state funds, answers to frequently asked questibost the budget, and a guide to reading the tables

Section B—Economic Forecast

This section contains information on the forecdststhe national and state economies for fiscarye®10 and
2011. It describes the methods used to estimateefuevenues and also contains a summary tablstofical and
estimated revenues and ending balances.

Section C—Budget Overview

This section summarizes revenue estimates and ispgenecommendations for fiscal years 2010 and 20t1.
contains information describing historical and restied General Revenue Fund (GRF) balances, infamat
describing the relationship between debt serviemdimg and GRF revenues, and ending fund balancesidget
fund group for each year of the biennium. It aleatains information on the state’s capital and tabebudgets.

Section D—Special Analyses
This section contains analyses of some of Govestrackland’s priorities for the 2010-2011 biennium.

Section E—Agency Budget Recommendations

This section contains historical and recommendetding information as well as narrative descrigifor all state
agencies. The agencies appear in alphabetical dogléhe first key word in an agency’s name. Theratare
provides an overview of the particular agency'sydbllowed by the Governor’s funding recommendaifor each
agency program series and program for fiscal y2ai® and 2011.

Narratives for certain agencies may also includéppropriation Line Item Analysis, which could incle one or
more of the following additional analyses:

= Line Item Restructuring Analysiss provided for agencies that have changed theé& item structures to
accommodate a more programmatic presentation ofrignWith a new line item structure, it is diffitdor the
reader to understand how funding levels have cldioger time. In order to illustrate changes in fimgdfor
new line items, estimated fiscal year 2009 amoangsconverted from the current line item struciate the
proposed line item structure. This is then compacetecommended funding levels for fiscal years®@hd
2011.

= Summary of Agency Restructuringppears for agencies that receive new functiomssferred from other
agencies. The presentation of this section is amtd the Line Item Restructuring Analysis. Estiethfiscal
year 2009 funding levels are converted from the itam structure of the agencies from which theymms are
transferred into the line item structure of theeiieing agencies.

= Line Item Noteoffers additional information regarding a recomuhetion for an appropriation line item. The
line item name and number are given.

Each agency also has three main budget tableptbeitie historical and recommended spending inféiona
The budget tables are described in more detdilér@uide to Reading the Budget Tables, which beminsage
A-23.
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State of Ohio Demographic Information

TOTAL POPULATION 11,466,917
Female 5,875,756
Male 5,591,161

Population by Race and Hispanic Origin Population g Age
White 9,730,889 Under 5 years 6.4p0
African-American 1,377,629 51to 19 years 20.3Po
Native American 28,083 20 to 39 years 26.1%0
Asian 180,588 40 to 59 years 28.8p6
Pacific Islander 3,915 60 to 79 years 14.4%
Two or More Races 145,813 80 years or more 4.0p0

Hispanic (may be of any race) 283,755 Median ggaré) 37.9

Total Minority* 1,983,616

* "Total Minority" is the total population minus \it non-Hispanic

Source: Population Estimates Branch, U.S. BurdalbeoCensus as of Julyl, 2007

Demographics

Ohio’s population of approximately 11.5 milliontlge seventh largest in the nation and holds 3.8guerof the total
U.S. population. During the 1950s, Ohio gained rhilion residents, growing 22 percent compared Sop&rcent
for the nation. However our rate of growth has €ldvand from April 1, 2000 to July 1, 2007 Ohio’spptation
grew 1.0 percent, while the nation’s populationvgi22 percent. Ohio ranked %in numeric growth and 47in
percentage change. However, two Ohio counties mmkng the fastest 100 growing counties in the natio
Delaware County ranks Tawvith a 43 percent increase in population from 269@006, and Warren County ranks
80" with a 27 percent increase.

The geographic location of the majority of the plagion has been fairly consistent over the lasessvdecades
with four out of five Ohioans living in a metroptaln area. Just under half of all Ohioans live ia three largest
metro areas of Cincinnati, Cleveland, and ColumBygproximately one-third of Ohioans live in the fawrtheast
Ohio metro areas of Akron, Canton, Cleveland, amingstown, while approximately one in five live tine
southwestern metro areas of Cincinnati and Dayton.

Personal income grew at a rate of 4.6 percent @7V 20hio’s per capita income is $34,874 and met@umsehold
income is currently $45,900 compared to the natianeerage of $48,201. The average civilian labarcdo
unemployment rate for 2007 was 5.6 percent in @bimpared to 4.6 percent for the nation. This represl a 0.2
percent increase in unemployment from 2006 for Q¥fide the national average stayed at 4.6 peré@mio has the
6™ highest unemployment rate in the nation at anamenf 5.6 percent in 2007, which is an increasenfb.4
percent in 2006. Total employment in Ohio is expddb increase 7.3 percent over the ten year pémwoad 2004-
2014, which is a projected gain of 425,800 jobs.

History

Of Ohio’s first inhabitants during the prehistoeia, the Adena (800 BC — 100 AD) were the firdlaton Ohio, and
the Hopewell (100 BC — 400 AD) built Ohio’s mourttiat can still be seen today. Marietta, establishel 788 by
New England Revolutionary War veterans, was that fiermanent white settlement in the state. Ohie admitted
to the union as the I'7state in 1803, and was the first state createu tfee Northwest Territory. Chillicothe was
designated as the first capital of the new stati 1810, when the capital was moved to Zanesvillee capital was
temporarily moved back to Chillicothe in 1812, @wolumbus became the state’s permanent capitallif.18
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Ohioans have played important roles in our natitwssory. There have been eight presidents frone Gtarning
Ohio the nickname “the Mother of Presidents.” Olialso the birthplace of world famous inventorgpes,
athletes, authors, and astronauts. March 1, 2688ed the 200anniversary of statehood for Ohio, a state with
many accomplishments, a rich history and cultund, & strong future.

Economy
Ohio’s gross state product (GSP) was $466 billio2007, making Ohio the seventh largest state angn®hio
ranks third among the 50 states in manufacturieggstate product.

Because of its diverse population an
its location, Ohio has become home t Ohio's Gross Domestic Product By Sectc
a variety of businesses and industrieg
including the service industry,
manufacturing, agriculture, and
tourism. Manufacturing is the largest of Information | 'ade 13.0%  Other 8.3% &5y ermmen
Ohio’s major sectors, based on gros 2.8% 11.1%

state product. The state’s factories lea Financial
the nation in the production of plastics Activities

Manufacturing

rubber, and electrical equipment ang 18.3% 19.3%
appliances. The state’s larges _

manufacturing industries are| Professional

transportation equipment and andTechnice Agriculture
fabricated metals. These two industrie 53% 0.4%
are closely identified with a number of Mgmt and Leisure ant \ Constructior
nationally recognized firms with a Admin. 5.7% Health and | 5qpitality 4.0%
major presence in Ohio, including Education 8.7% 3 (3o '

General Electric, General Motors
Ford, Chrysler LLC, Honda, AK Steel,
ArcelorMittal, Timken, and Wheeling-Pittsburgh Ste®ther notable firms include Proctor and GamiNER,
Limited Brands, Sherwin-Williams, and numerous fio@l institutions including J.P. Morgan Chase, Keyp,
National City Corp, Huntington Bancshares, andnFithird Bancorp.

Ohio is the headquarters for 60 members of theuReri.000 including Procter & Gamble, Kroger, Caatlidealth,
Federated Department Stores (Macy’s), Nationwideiance, Progressive, Goodyear Tire and RubbestHriergy,
American Electric Power, National City, Limited Bwds, Fifth Third, KeyCorp, NCR, Western & Southern
Financial, American Financial, Cincinnati Financdlendy’s, and Cintas. Cincinnati, Cleveland, amdu@bus are
among the 20 U.S. cities with the most Fortune 18@®pany headquarters. Ohio is home to the CledeGiimic,
Ohio State University, Case Western Reserve UrniyergVright-Patterson Air Force Base, Battelle Meiab
Institute, NASA’s Lewis Research Center, leadinggitals, and a major operations center for JP MoKghase.
Ohio’s service-producing sectors generate 75 péemethe GSP. The state’s two leading export comitiesiare
machinery and motor vehicles. Ohio firms ship paduto 205 countries and the state accounts foutaB®
percent of the U.S. export total. Ohio’s merchaadigports were $42.4 billion in 2007.

Ohio’s companies are also technology intensivetdlathas used federal government standards tdifigesver
28,000 establishments employing 820,000 people fis’'©technology engine. Overall, Ohio has a l4ceet
higher concentration of technology operations thia nation. In research, Ohio’s educational instihs and
private research facilities have core strengthadmanced manufacturing, biosciences, instrumendscantrols,
power and propulsion, and information technology.
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STATE OF OHIO ORGANIZATION CHART*

| THE CITIZENS OF OHIO |
|

| LEGISLATIVE | EXECUTIVE JUDICIAL

SENATE HOUSE OF [ | I | | | SUPREME
REPRESENTATIVE! COURT
ATTORNEY AUDITOR LIEUTENANT GOVERNOR SECRETARY STATE BOARD TREASURER T
LEGISLATIVE GENERAL OF STATE GOVERNOR OF STATE OF EDUCATION OF STATE JUDICIAL
SERVICE D AL
COMMISSION CONFERENCE
l | [ I | | JUDICIARY
ENVIRONMENTAL
PRIMARY, JUSTICE AND PUBLIC COMMUNITY AND
SECONDARY, AND WICHER IRISAL I AND PROTECTION PROTECTION AND | | TR ANSPORTATION SERAL ECONOMIC COURT
OTHER EDUCATION EDUCATION HUMAN SERVICES DATUIRAL GOVERNMENT DEVELOPMENT OF CLAIMS
SUPPORT RESOURCES SELLATVS
| I [ I I
BOARD OF AGING ADJUTANT ENVIRONMENTAL TRANSPORTATION AGRICULTURE
ARTS COUNCIL Ty REVIEW APPEALS SRt AL =
STA*?,EEEZ;SD o GENERAL ADMINISTRATIVE INSPECTOR
ALCOHOL AND SERVICES GENERAL
EDUCATION A CAREER COLLEGES DRUG ADDICTION ENVIRONMENTAL CULTURAL
& SCHOOLS SERVICES BOARD OF TAX PROTECTION FACILITIES
ETECH OHIO _ APPEALS BUDGET AND INSURANCE COMMISSION
COMMISSION TUITION JOB & FAMILY LAKE ERIE MANAGEMENT I
TRUST SERVICES COMMISSION
OHIO HISTORICAL AUTHORITY CIVIL RIGHTS COMMISSION LICENSING BOARDS DEVELOPMENT
SOCIETY HEALTH COMMISSION CAPITOL SQUARE & COMMISSIONS
HIGHER EDUCATION s REVIEW &
FACILITY R’E\‘ALE:AE ADVISORY BOARD EXF:\AOMSI'T'CI)NNS
OHIOANA LIBRARY COMMISSION HISPANIC-LATINO ETHICS RESOURCES LIQUOR CONTROL COMMISSION
ASSOCIATION AFFAIRS COMMISSION COMMERCE COMMISSION
COMMISSION AIR QUALITY HOUSING
SCHOOL FACILITIES| INDUSTRIAL PUBLIC DEFENDER DEVELOPMENT CONSUMERS' LOTTERY EINANCE
COMMISSION COMMISSION AUTHORITY COUNSEL COMMISSION
REHABILITATION
LEGAL RIGHTS AND CORRECTION DISPUTE PUBLIC WORKS
SCHOOL FOR SERVICE PETROLEUM RESOLUTION & PERSONNEL BOARD COMMISSION
THE BLIND A UNDERGROUND RESDL LN & OF REVIEW
MENTAL HEALTH YOUTH SERVICES STORAGE TANK MACI\?A[\‘G%NT — SOUTHERN
BOARD SOUTHERN
SCHOOL FOR MENTAL COMMISSION PUBLIC UTILITIES AGRICO_SFI')URAL
THE DEAF A RETARDATION COMMISSION PGRICULTURAL
& DEV. SEVELOPMENT
DISABILITIES EMPLOYMENT YT
STATE LIBRARY = RELATIONS BOARD RACING E—
BOARD MINORITY HEALTH COMMISSION
COMMISSION
REHABILITATION TAXATION
SERVICES
COMMISSION
VETERANS
SERVICES
WORKERS'
COMPENSATION

A REPORTS TO STATE BD OF EDUCATION
* Organization Chart as proposed in fiscal year®2@011 Executive Budget
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Agency Fund Group (AGY): This fund group consists of funds used to accdantash receipts held by the
state as custodian or agent. Ultimately, cash s&iduted from these funds to individuals, corpioned, private
organizations, other state funds, or local govemtaiaunits.

Agency Priority: A broad goal toward which a state agency strivegency priorities tie to the Governor’s
overall agenda. They also guide the objectiveset@adécomplished by the executive funding recomméast as
stated for each program within an agency.

Appropriation:  An authorization granted by the Ohio General Assdg to make expenditures and incur
obligations for specific purposes. An appropriatlonits the amount that may be spent for a giverppse in a
given period of time. No appropriation may be méatea period longer than two years.

Appropriation Line Item (AL, or Line Iltem:  An ALl is a six-digit numeric code (in the formakxyyy)

used to identify and account for amounts approgdidbr the activities of an agency. The first thdégits identify
the administering agency, division, or activitypessible for the specific purpose. The last thrig&glindicate the
specific purpose.

Balanced Budget A budget where expenditures do not exceed theuataf cash and revenue available within
each fiscal year.

Biennium: A two-year period that begins July 1 and endsn@ths later on June 30.
Budget A plan for the expenditure of funds to support garey, program, or project.
Budget Fund Group, or Fund Group. The categories used to group similar funds foro@hbudgetary

reporting purposes. Ohio’s funds are categorizedring to their revenue sources and the purgoseghich they
are used.

Budget in Brief: The “Budget in Brief” is a document that often acgmnies the Executive Budget. It highlights
the spending priorities presented in the Governoudget recommendations to the General Assembtlistiusses
the policy goals and budget proposals underlyirgy tfajor program areas. The “Budget in Brief” gisgecial
attention to the key policy initiatives in prograareas such as children’s services, education, @ggno
development, corrections, and natural resources.dbicument also summarizes expenditures and profosding
for all agencies.

Budget Request Limitation The Budget Request Limitation concept replaced“toee budget level” and
“budget request cap” concepts from prior bienniae Budget Request Limitation is imposed by fund iémés the

amount of funding that an agency can request. Rerfiscal year 2010-2011 budget process, the lioitafor

General Revenue Fund (GRF) requests was 95 pavtéistal year 2009 adjusted appropriations, white-GRF

requests were unlimited.

Budget Stabilization Fund A reserve balance account that receives tranfersthe GRF. The balance in this
fund is intended to stabilize budgets against cgtichanges in revenues and expenditures. This dandcarry a
balance of up to five percent of prior-year GRFerayes.

Capital Budget: The budget for the acquisition or constructiommajor capital items—including land, buildings,
structures, and equipment—completed in two-yearogerbeginning in odd-numbered years. Moneys fesé¢h
projects are typically appropriated from funds wdhosvenue comes from bond sales.

Capital Expenditure: Funds spent by state agencies from capital bualg@topriations for the acquisition of a
long-term asset.
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Cash: Actual balance of moneys available to supporulisements and appropriations. All state speciamee
funds (revenue generated by the agency), fedeealapevenue funds, and bond funds must have aifaale cash
balance to support disbursements. Agencies thaivea GRF appropriation are not required to moniash
balances for disbursements.

Custodial Accounts Some accounts are created “in the custody oSthee Treasurer” but are not a part of the
state treasury. These accounts are referred tosésdial accounts. A custodial account must haeeifip language
that establishes it in the custody of the Stat@Jueer.

Debt Service The payment of principal, interest, and assodiatsts on the state’s bonded indebtedness. Debt
service appropriations are usually made to the@gen whose behalf the bonds were issued.

Encumbrance Reservation of appropriation authority typicallgpresenting purchase orders and contracts
entered into by state agencies.

Equipment: Expenditures for durable goods such as computesks, chairs, or cars.

Executive Budget Also known as the “Blue Book,” the Executive Betigrovides the legislature and the public
with the Governor’s funding recommendations for tiext operating budget biennium. Proposed fundawglk,
historical spending patterns, and descriptive tiaga are presented for each agency. It also iedudformation
about the budget process, revenue sources andagssineconomic forecasts, capital improvementt fitads, and
special program areas. The document is the execsifimancial plan for state government and is mahalable via
the Office of Budget and Management (OBM) website.

Expenditures: Payments against appropriations that reduce abb balance after legal requirements have been
met. A fiscal year's expenditures are paymentsadigtinade in that fiscal year, regardless of tlaesfiscal year in
which the appropriations were reserved or encunabiemresuch payments.

Expense Account Category A three-digit code used to categorize expensésllasvs:
= Personal Services (50®ayroll, including fringe benefits;
= Purchased Personal Services (5Hi)rchased or contracted services (e.g. consyltants
= Supplies & Maintenance (520fxpendable goods and supplies such as utilitesolme, postage,
paper, pens, repairs, and travel,
Equipment (530)Durable goods such as computers, furniture, oicles)
= Subsidies & Shared Revenue (55@istributions made to individuals, organizatiorsshool
districts, higher education facilities, or othecdbgovernment units;
= Goods & Services for Resale (56@oods or services purchased by one state agermsy gold or
resold to another state agency or to the public;
= Capital Items (570):Significant fixed assets such as land and bugltin
= Judgments, Settlements, & Bonds (59ayments on negotiated settlements, judgmenteredd
and reparations awarded against the State of @hiwlividuals and companies;
= Debt Service (591)The payment of principal, interest, and associatexis on the state’s bonded
indebtedness; and
= Transfers & Non-Expense (595Cash disbursements and other transactions thatceedash
resources but are not an operating expense, sudiragers between funds and tax refunds.

Federal Special Revenue Fund Group (FED): A group of funds whose revenues are federal grant
entitlements. Expenditures for these funds areenfadccordance with state and federal law.

Fiscal Year (FY): A 12-month period used for fiscal planning pugmsThe state fiscal year (SFY) begins July 1
and ends the following June 30. The federal figear (FFY) begins October 1 and ends the follovsegtember
30.

Full-Time Equivalent (FTE): For budget development purposes, OBM uses thithadeof calculating
personnel levels where one FTE works 2,080 hoursypar. Part-time employees have an FTE value ithat
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proportionally less than one.

Fund: A fund is a separate fiscal and accounting emtith a self-balancing set of accounts. A fund tedan the
state treasury usually has one or more appropmidgtions from which expenditures are made. If thadfhas only
one appropriation line item, the line item namewfts the same as the fund name.

Fund Balance The unencumbered cash remaining in a fund agrldeof a specified time period, usually the end
of the fiscal year.

General Revenue Fund (GRE) The GRF is the primary operating fund of theestathis fund receives the
unrestricted revenues of the state, primarily faoh revenue sources as the personal income &agatés and use
tax, the corporate franchise tax, and the publilities excise tax. The fund also receives sigaific federal
revenues that primarily support human servicesnarog.

General_Services Fund Group (GSE) This fund group consists of funds not easily sifesd into or
appropriately accounted for in another fund grodany of the funds in this group receive paymengsrirother
funds for services provided, or they receive irgerey grants.

Goal: An achievement or result toward which a statenageprogram is directed. A statement of direction,
purpose, or intent based on identified public ne@dgoal is a broad statement of what a state agerpects to
accomplish. It is more broadly defined than an diiye, which aims toward achieving a goal. The Exiee
Budget highlights an agency’s goals in the AgendgrRies section at the beginning of each agenogigative.

Lapse: Appropriations not encumbered or expended padheir expiration.

Line-ltem Veto: A provision that allows a Governor to veto comgats of the state budget approved by the
legislature on a line-by-line basis.

Maintenance Expenditures for expendable goods and supplies as utilities, gasoline, postage, paper, pens,
repairs, telephone service, and travel.

Non-Recurring/One-Time Appropriation: An appropriation made for a one-time item or prbj&xamples
include capital or major equipment purchases, spstidies, and information technology upgrades.

Objective: An aim toward which a state agency directs itsrefo accomplish a stated agency priority. Sormgth
to be accomplished in specific, often measurabiengeand that is achievable within a specific tinnanfe.
Objectives are more specific than goals and ailactieve an agency’s goals. The Executive Budgetlibigts an
agency'’s objectives in the Executive Recommendagétion for each of an agency’s programs.

Ohio Administrative Knowledge System (OAKS): An Enterprise Resource Planning system that iateg
the functions of financial accounting, fixed assatsman resources, and budgeting. OAKS has replhee@Gentral
Accounting System, Fixed Assets Management Systeenhuman resources system, and the budgetingnsyste
known as BUGS-E.

Operating Budget The budget established for the operation of te sigency or program, typically based on
legislative appropriation, and completed in two+ygeriods beginning with even-numbered years.

Performance Measures Performance measures are used by a state agemesyluate the effectiveness of its
programs. They may indicate a level of agency #gtor output or a level of outcomes experiencedabhyagency’s
customers. State agencies have Flexible Performagmsements that are agency directors’ performacdracts
with the Governor. Each agency director is resgmedior achieving the goals of the Governor's agettttough
department performance, which is tracked throughdévelopment of key measures and targets andtirgpan
those results.
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Personal Services Expenditures for payroll, including fringe bersfi

Program: A program is a discrete activity within an agesagrganization that is intended to provide a sfieci
good or service in response to an identified sooifaihdividual need or problem. A number of progsaoan be
grouped under each program series. An example mobgram is the Public Defender Commission’s Pro d3on
Training Program that provides continuing legalaation training programs to public defenders andgpe counsel
who represent indigent persons in criminal and fileematters.

Program Series A program series groups closely related progriamasan overarching category that captures the
state’s efforts to provide for a public need. Agmam series corresponds with a major area of focugoal for a
state agency and in most cases is composed ofrtwmi@ programs. Most agencies are characterizeddrg than
one program series. An example of a program sésidse Department of Insurance’s Investigation himgnsing
Program Series that includes market conduct, lioghsind fraud and enforcement programs.

Purchased Personal ServicesServices for which state agencies contract sscboasultants, physicians, and
temporary services.

Reappropriation: Legislative action that provides for the renewabkgbrevious capital appropriation. Agencies
sometimes are not able to spend what is in theeptigapital bill or the current capital reappropoias bill by the
end of the biennium. However, they will continuened the appropriation or a portion of it for s designated
in those bills that are not yet completed.

State Appropriation Limitation (SAL) : An act passed in Senate Bill 321 of the I Z&eneral Assembly that
limits, with certain exceptions, GRF appropriationreases to 3.5 percent of prior fiscal year spenend allows
for adjustments based on the consumer price in@BX)(and population growth.

State Special Revenue Fund Group (SSR)This fund group consists of funds that receivecsd revenues
for specified activities that are required by law.

Subsidy Account An appropriation line item used to legally resttappropriations and account for distributions
for designated purposes. Such distributions aréenta individuals, organizations on behalf of indiwals, school
districts, higher education facilities, local gowerental units, or other recipients.

Tax Expenditure: Any tax provision that exempts in whole or intpzertain persons, income, goods, services, or
property from taxation. Tax expenditures represefnss of tax revenue to state government for tpqse of
encouraging certain activities or providing relieftaxpayers in designated circumstances in omle@ctomplish
public policy goals. The Ohio Revised Code requihesDepartment of Taxation to prepare a tax exjpemdreport

as a supplement to the Governor's Executive Bupiggiosal.

Zero-Based Budgeting A budgeting approach that requires agencies stifjuall requested expenditures,
instead of only expenditures above the fundingllgvevided in the previous period. Senate Bill 3#ithe 126’
General Assembly included a provision requiring tnee of zero-based budgeting principles in the budg
preparation process.
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Introduction
The legislatively enacted budget plays a centri io the state’s financial management system. Aiget is a
plan of financial operations that embodies an esnof proposed expenditures for each fiscal yedreobiennium.

The objective of budgetary control is to manage stee’s finances within limitations set forth its iapproved
budget. Budgetary control allows the state to ktspxpenditures within limitations of availablepappriations and
available revenues.

The state has designed its Ohio Administrative Kiedge System (OAKS) to ensure and demonstrate ¢anog!
with the budget. The appropriated budget is “inggn” into the accounting system. This means ti@atcounting
system is specifically designed to provide ongaoamgl timely information on what is still available be spent
within established budget limitations.

The following discussion addresses specifics abmistate’s budgetary process and related policiekiding the
level of budgetary control, the basis of budgetryounting, and the use of encumbrance accounting.

Budgetary Process

As required by the Ohio Revised Code, the Govesnbmits the biennial operating and capital budtgethe
General Assembly. The particular budget, whichudek those funds of the state subject to appragmigursuant
to Ohio law, is comprised of all proposed expen@#ufor the state and of estimated revenues andwinigs for a
biennium.

The General Assembly enacts the budget throughapeassf specific departmental line-item approprizgioLine-
item appropriations are typically established ana fund except for the General Revenue Fund, fochwagencies
will often have multiple line-item appropriationssaciated with different agency initiatives. Thev&mor may
veto any item in an appropriation bill. Such vetaes subject to legislative override.

The state’s Controlling Board, comprised of six nbens of the General Assembly and the Director efGiffice of

Budget and Management (OBM) or a designee, carsfgaror increase a line-item appropriation withire t
limitations set under Chapter 127 of the Ohio Redi€ode. The Board has delegated the authoritiyetdirector

of OBM to transfer appropriations between existipgrating expenditure/expense line-item approjomiativithin a
state agency in amounts not to exceed a total @089 from each line-item appropriation within scil year.

Budgetary Control

The state maintains its legal level of budgetargtics at the departmental line-item appropriatiendl. OAKS
controls expenditures at this level. Thereforenattime can expenditures exceed appropriations, fiuascial-
related legal compliance is thus assured.

Basis of Accounting

Ohio prepares its budget using the modified casdisbaf accounting. Under this basis of accountihg, state
recognizes revenues when cash is received and déixpers when paid. Furthermore, at the close idaaf year the
state reserves cash sufficient to cover the paymwieatitstanding encumbrances and other obligatibos external
financial reporting purposes, the state issuesCiimprehensive Annual Financial Report (CAFR). Tieigort is

prepared in conformity with generally accepted aotimg principles (GAAP). Because the state budgetsa

modified cash basis of accounting, which diffeenirGAAP, the required reconciliation of the diffeces between
the state’s budgetary financial statements an@A#&P-basis financial statements is presented inGA&R. This

reconciliation identifies the basis differences tim recognition of accruals, deferred revenueserdifund

transactions, and loan transactions, as well astithig differences in the budgetary basis of actmg for

encumbrances. On the budgetary financial statesnéimé state recognizes encumbrances as expesditutbe

year encumbered, while on the GAAP-basis finarsgiatements, the state recognizes expenditures gbeaas or
services are received regardless of the year enenatib

Encumbrance Accounting

Encumbrance accounting—under which purchase orderdgracts, and other commitments for expenditanes
recorded as a reserve of the applicable appropnsti-is employed as an extension of formal budgetaegration
in the state's accounting system. Outstanding ebramaes at the end of the fiscal year are recaadedservations
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of fund balance for expenditure in subsequent ygaperating encumbrances are generally canceNednfionths
after the end of the fiscal year while capital enbuances are generally cancelled two years aféebigmnial period
for which they are appropriated. Unencumbered djpgrappropriations lapse at the end of each figeal.

For external reporting in its non-GAAP budgetargaficial statements, the state also reports encumcdsaas
expenditures in the year when related purchase donemts are made.
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From preparation of the Executive Budget throughcement of the appropriation bills, the followinglendar is in

place:

April 2008

July 2008 — January 2009

September 2008

September — December 2008

November 2008 — January 2009

January 2009

January — early February 2009

February 2009

February — June 2009

June 2009

The Office of Budget and Management (OBM) distrésuguidelines to
state agencies for preparation of the ExecutivegBtibr fiscal years 2010
and 2011.

OBM prepares revenue estimates internally for heoming biennium.

All agencies’ budget requests, prepared in thgnam series and program
format, are due to OBM.

OBM completes its review and analysis of agenguests. Agencies may
be asked to provide additional information to assighe development of
recommendations.

OBM evaluates agencies' budgets and makes recodatiems on funding
priorities to the Governor within established rewemprojections.

The first of the budget bills is introduced in tHeuse of Representatives.

Governor makes final decisions for the Executivel@it. The Executive
Budget is published and presented to the Genersg¢rABly. OBM and the
Legislative Service Commission prepare the mairratpey appropriations
bill based on the Executive Budget document.

The main operating budget bill is introduced in théouse of
Representatives.

The House and Senate hold hearings and vote dsutdget bills.

The Conference Committee works out differencesvben the versions of
the budget bill passed by the House and SenateHdhse and Senate vote
on the Conference Committee report. The Governognssi the
appropriations bill, which takes effect July 1, 200f the budget bill is not
signed by June 30, 2009, an interim budget musaeted.
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Introduction

Every two years, the Governor is required by skateto propose a new budget for state activitidse dperating
budget proposal must be submitted to the Geners¢bly not later than four weeks after its orgatioraand is

usually submitted to the legislature in early Feloyuof each odd-numbered year. In years when a®@evernor is
inaugurated, however, state law permits the bugggposal to be submitted to the legislature by Mak6. More

than a statutory requirement, however, the budgptesents a statement of priorities. It sets aegfi@ policy

direction for the activities of state governmenhefefore, a detailed budget preparation procesedgssary to
generate information that will help the Governod éne General Assembly reach consensus regardéngribrities

of the state and the most effective use of stateurees. The process can be divided into the fallgwteps:

=  Development of the Governor’'s Executive Budget
=  Enactment by the legislature
®  Gubernatorial approval and vetoes

Development of the Governor’'s Executive Budget

The Office of Budget and Management (OBM) is theautive agency charged with preparing the Govesnor
budget recommendations. In April 2008, OBM issuedll agencies th®perating Budget Guidance for Fiscal
Years 2010 and 2011 that specified the format, content, and due diateagency budget requests to OBM.

Agency budget submissions were subject to estadulisimitations and due on September 15. Once budggekests
were received, OBM worked closely with agency reprgatives to gain a full understanding of the leidg
submission, agency circumstances, and needs.

In addition to reviewing the spending requests, OBt assess and predict the availability of reeenisupport
the proposed state expenditures. In December 200®eting of the Governor’s Council of Economic &dvs was
held to construct a consensus forecast of key enmniodicators for the United States and Ohio. OB the
Department of Taxation worked together to prodesenue estimates based on the consensus foresasivénue
projections were finalized, the director of OBM wWed closely with the Governor and his key advisorsnsure
that this spending plan reflected the Governoriarjires.

Enactment by the Legislature

Although the Governor is required to make budgebmemendations, the authority to appropriate moesysrwith
the legislature. The Governor’'s spending plan, glaith any statutory and temporary law necessargn#dke it
operational, is drafted into a bill. Separate budgks are prepared for the Bureau of Workers’ @emsation, the
Industrial Commission, and the non-GRF portionshef budgets for the Departments of Transportatiah Rublic
Safety.

Traditionally, budget bills are introduced in theud$e of Representatives under the sponsorshipeadttair of the
House Finance and Appropriations Committee. Onteduced, the bill is referred to the House Finanoe
Appropriations Committee. The committee and itsous subcommittees conduct extensive hearingseweng all
aspects of agency budgets and law changes. Theofulinittee concludes its work when it reports, raftedifying
the Governor's plan through substitutions and amends, a bill with a favorable vote by a majority the
committee members. The bill is then considered rieefioe full House of Representatives, where furimaending
may take place, until the bill is passed by a nigjaf the members.

Once passed by the House, the bill is sent to #mat® for consideration. It is referred to the $mrEnance
Committee where, again, extensive hearings are hélel committee reports a modified bill, which thgoes to the
full Senate for further amending and passage.

Typically, differences exist between the House &@whate versions of the budget bill, thus requirthg
appointment of a Conference Committee. The ConéereBommittee is comprised of three members of each
chamber and is responsible for resolving the diffees between the House and Senate versions billth@nce all
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differences are resolved, the committee prepamepart that it recommends to both chambers forl fapgroval.
Majority affirmative votes in each house are regdito accept the report of the Conference Committekenact
the budget bill.

Gubernatorial Approval and Vetoes

A bill usually becomes law upon signature of thev&aor. In Ohio, the Governor is empowered to \@t@r any
item of an appropriations bill. Upon receipt of thi# passed by the legislature, the Governor ceigla thorough
review of its contents and determines whether gams should be disapproved. Disapproved items @etrin the
bill signed by the Governor, and the bill, alonghwihe written objections, is returned to the ledige. The bill
must be signed by July 1, the first day of the fiseal year. The legislature is empowered by aetifths majority
vote of each house to override any vetoed item.

Capital Budgeting Process

Apart from the operating budget process, Ohio aisst budget for capital expenditures, such as dhstouction or
rehabilitation of structures and the purchase afmamently affixed equipment. The capital bill isngeally
submitted every even-numbered year, while the diperaill is submitted in each odd-numbered year.

Tobacco Settlement Budgeting Process

The securitization in October 2007 of the statelsatco settlement receipts to be paid pursuahietd$97 Tobacco
Master Settlement Agreement produced approxim&®&Il95 billion in net proceeds that the state atieddor the
construction of K-12 school buildings and higheueation facilities. As a result, the state will lomger enact a
tobacco budget bill, which had formerly been introeld every even-numbered year. The last enactedtdolbill,
S.B. 321, appropriated funds for fiscal years 2806d 2008.
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The state’s funds are organized into budget furalgs, which are categories used to group similad$ufor
budgetary reporting purposes. The funds are catgbaccording to their revenue sources and thpgses for
which they are used. The budget fund group (BF@icept is used in the Executive Budget to summadrigtory
and recommendations for fiscal years 2006 to 2@tle&ch agency. The list below contains descriptiohall
existing budget fund groups.

The State’s Budget Fund Groups

Budget Fund Group Abbreviation Budget Fund Group Abbreviation
Accrued Leave Liability ALF Job-Ready Site Development 7012
Administrative Building 7026 Juvenile Correctioralilding 7028
Adult Correctional Building 7027 Liquor Control LCF
Advanced Energy AEN Local Infrastructure Improvemen LIF
Agency AGY Local Transportation Improvement 7052
Budget Stabilization 7013 Lottery Profit Education LPE
Clean Ohio Conservation Program CLF Mental Heatttilkies Improvement 7033
Coal Research & Development 7046 Office of AudabBtate AUS
Cultural & Sports Facilities Building 7030 Ohio Rar& Natural Resources 7031
Debt Service DSF Parks & Recreation Improvement 5703
Education Improvement 7006 Revenue Distribution RDF
Facilities Establishment 7037 School Building Atsise SBA
Federal Special Revenue FED State Lottery SLF
General Revenue GRF State Special Revenue SSR
General Services GSF Third Frontier Research & @gveent 7011
Higher Education Improvement 7034 Tobacco Settlémen TSF
Highway Capital Improvement 7042 Transportationl@nog 7029
Highway Operating HOF Underground Parking UPG
Highway Safety HSF Volunteer Firefighter Dependents 7085
Highway Safety Building 7025 Waterways Safety WSF
Holding Account Redistribution 7090 Wildlife WLF
Infrastructure Bank Obligations 7045 Workers’ Comgagion WCF

The budget fund groups are described below.

Accrued Leave Liability (ALF): The Accrued Leave Liability Budget Fund Group sists of funds that receive
direct payroll charges and interest. Major expemdi consist of payments to state employees fouadosacation,
sick, and personal leave time as well as disalikyefits.

Administrative Building (7026): The Administrative Building Budget Fund Group sits of the Administrative
Building Fund that receives proceeds from specibligation debt issuances. Expenditures are for tahpi
improvements to state office buildings and struesur

Adult Correctional Building (7027): The Adult Correctional Building Budget Fund Groognsists of the Adult
Correctional Building Fund that receives proceedsnf special obligation debt issuances. Expenditares for
capital improvements for the Department of Rehttibn and Correction.

Advanced Energy (AEN): The Advanced Energy Budget Fund Group consisadefnced energy research and
development tax-exempt and taxable bond fundsrétative proceeds from the sale of revenue bondserithtures
are used to provide grants and loans for the releatevelopment, and commercialization of advanard
renewable energy resources.
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Agency (AGY): The Agency Budget Fund Group consists of funds twseatcount for cash receipts held by the
state as custodian or agent. Ultimately, cash striduted from these funds to individuals, corpiora, private
organizations, other state funds, or local govemtaiaunits.

Budget Stabilization (7013): The Budget Stabilization Budget Fund Group cdesig the Budget Stabilization
Fund that receives transfers from the General Revdéiund. The purpose of the Budget Stabilizationdris to
help reduce the impact of an economic downturn thay result in the reduction of revenues to the e&an
Revenue Fund.

Clean Ohio Conservation Program (CLF): The Clean Ohio Conservation Program Budget Fural®consists
of funds that receive proceeds from general ohbigatlebt issuances and the sale of revenue bong&nHitures
from these funds are used for conservation propaatsss the state.

Coal Research & Development (7046):The Coal Research & Development Budget Fund Gamnsists of the
Coal Research & Development Fund that receivesegads from general obligation debt issuances. Experd
from this fund are for grants to industries andvensities for coal research and development preject

Cultural & Sports Facilities Building (7030): The Cultural & Sports Facilities Building Budgetind Group
consists of the Cultural & Sports Facilities Buildi Fund that receives proceeds from special olidigadebt
issuances. Expenditures are for the conservati@ndfimprovements to various arts, sciences, aadssfacilities
in Ohio.

Debt Service (DSF): The Debt Service Budget Fund Group consists eérsd¢ debt service funds that receive
taxes, interest revenue, and transfers from theeaéRevenue Fund. Expenditures from these fundsige for
payment of general long-term debt principal, inteérand associated costs.

Education Improvement (7006): The Education Improvement Budget Fund Group et®sdf the Education
Improvement Fund that receives transfers from tlemeBal Revenue Fund. Expenditures from this furedfar
education improvement programs in elementary aodrskary schools.

Facilities Establishment (7037): The Facilities Establishment Budget Fund Groupsiis of funds that receive
proceeds from the sale of revenue bonds that @e fos loans and loan guarantees to assist busis@sduilding
or expanding Ohio-based facilities. The fund alweives repayments of those loans.

Federal Special Revenue (FED):The Federal Special Revenue Budget Fund Grousistsrof funds that receive
federal grants or entitlements. Expenditures frbesé funds are made in accordance with state dedaldaws.

General Revenue (GRF): The General Revenue Budget Fund Group consistiseoGeneral Revenue Fund that
accounts for all financial resources except thespiired to be accounted for in another fund. Pynsmurces of
revenue include sales, income, and corporate fismctaxes. General Revenue Fund expenditures suppor
education, human services, general governmentpeoperty tax relief.

General Services (GSF): The General Services Budget Fund Group considisnds not easily classified into or
appropriately accounted for in one of the otherdaidfund groups. Many of the funds in this groupeiee
payments from other funds for services providedsoAihcluded in this group are funds that receiveragency
grants. The Income Tax Reduction Fund is one ofitaay funds in this group.

Executive Budget for FYs 2010 and 2011 A-16



Reader’s Guide

Funds of the State

Higher Education Improvement (7034): The Higher Education Improvement Budget Fund @roensists of the
Higher Education Improvement Fund that receivec@eds from general obligation debt issuances. Eipers
are made for improvements to state-assisted higghacation facilities.

Highway Capital Improvement (7042): The Highway Capital Improvement Budget Fund Greopsists of the
Highway Capital Improvement Fund that receives pedls from general obligation debt issuances. Expeed are
for capital improvements to highways.

Highway Operating (HOF): The Highway Operating Budget Fund Group congi$tsansportation-related funds
that receive motor fuel taxes and highway use takependitures are made primarily for the mainteeaand
expansion of the highway system.

Highway Safety (HSF): The Highway Safety Budget Fund Group consistseofral highway safety-related funds
that receive transfers from the Highway Operatingd; federal grants, fees, fines, and taxes on matbicles.
Expenditures are restricted to support motor veltselfety and law enforcement programs.

Highway Safety Building (7025): The Highway Safety Building Budget Fund Group siets of the Highway
Safety Building Fund that receives proceeds fromcigh obligation debt issuances. Expenditures arecépital
improvements for the Department of Public Safety.

Holding Account Redistribution (7090): The Holding Account Redistribution Budget Fundo@s consists of
several funds used to account for moneys collebtédfor which the correct fund for deposit is unkmoor the
money is not yet determined to be earned by the.ska instances when moneys on deposit in thesdsfare
determined not to be earned by the state, a rafistirsement is recorded.

Infrastructure Bank Obligations (7045): The Infrastructure Bank Obligations Budget Furrdup consists of the
Infrastructure Bank Obligations Fund that receipesceeds from revenue debt issuances. Expendiweesiade to
provide financial assistance to public and privextéties for transportation projects.

Job-Ready Site Development (7012)The Job-Ready Site Development Budget Fund Gramsists of the Job
Ready Site Development Fund that receives proceds general obligation debt issuances. Expenditare for
infrastructure capital improvements.

Juvenile Correctional Building (7028): The Juvenile Correctional Building Budget Fund@r consists of the
Juvenile Correctional Building Fund that receivesgeeds from special obligation debt issuancesebdiures are
for capital improvements for the Department of Yo8ervices.

Liguor Control (LCF): The Liquor Control Budget Fund Group consist$unfds used to operate the Division of
Liguor Control in the Department of Commerce, theelstigative Unit in the Department of Public Sgafeind the
Liguor Control Commission. Primary sources of raweninclude retail and wholesale liquor sales. Major
expenditures consist of liquor purchases, operatvgis, and debt service on economic developmemisband
revitalization bonds issued under the Clean Ohagfm. Additionally, a portion of the liquor prdfits transferred
monthly to the General Revenue Fund.

Local Infrastructure Improvement (LIF): The Local Infrastructure Improvement Budget F@rdup consists of
funds created to assist local subdivisions in fomag public infrastructure capital improvementso¢&eds from
general obligation debt issuances are creditekeset funds.

Local Transportation Improvement (7052): The Local Transportation Improvement Budget FGndup consists

of the Local Transportation Improvement Program d-uhat receives transfers from the State and Local
Government Highway Distribution Fund within the Rewue Distribution Budget Fund Group. Expendituresfar
grants to local subdivisions for projects approlgdhe Ohio Public Works Commission.

Lottery Profit Education (LPE): The Lottery Profit Education Budget Fund Groumgists of funds that receive
lottery profits for the support of elementary, sedary, vocational, and special education programs.
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Mental Health Facilities Improvement (7033): The Mental Health Facilities Improvement Budgen& Group
consists of the Mental Health Facilities Improvem&nnd that receives proceeds from special obbigatiebt
issuances. Expenditures are for improvements tte stad community mental health and mental retaydati
facilities.

Office of Auditor of State (AUS): The Office of Auditor of State Budget Fund Groumsists of funds used to
operate the Office of Auditor of State. Primary @s of revenue include the sale of audit servicetocal
governments and other state agencies. Expenditoxes the cost of providing audit services.

Ohio Parks & Natural Resources (7031): The Ohio Parks & Natural Resources Budget Funml@iconsists of
the Ohio Parks & Natural Resources Fund that reseigroceeds from general obligation debt issuances.
Expenditures from this fund are for projects radaie parks and natural resources.

Parks & Recreation Improvement (7035): The Parks & Recreation Improvement Budget Funau@rconsists of
the Parks & Recreation Improvement Fund that reseiproceeds from special obligation debt issuances.
Expenditures are for improvements to parks andeegion facilities.

Revenue Distribution (RDF): The Revenue Distribution Budget Fund Group cassi§funds that receive tax and
license fees for distribution to other state fundfocal governmental units.

School Building Assistance (SBA): The School Building Assistance Budget Fund Groapsists of funds that
receive general obligation debt issuances andrgaayments from local school districts. Expendsuaee for loans
to local school districts for the costs of capitaprovements.

State Lottery (SLF): The State Lottery Budget Fund Group consistdefftinds used to operate the Ohio Lottery
Commission. Primary sources of revenue are lottieket sales and license fees. Major expenditumsist of
operating costs, commissions to agents, and lofiergs. The state uses the net proceeds aftendipees for the
support of elementary, secondary, vocational, gedial education programs.

State Special Revenue (SSR):The State Special Revenue Budget Fund Group stensf funds that receive
specific revenues for specified activities that raguired by law.

Third Frontier Research & Development (7011): The Third Frontier Research & Development Budgend-
Group consists of Third Frontier research and dgpraknt tax-exempt and taxable bond funds thatvegqaioceeds
from general obligation debt issuances. Expenditare for research, development, and commerciaizatojects.

Tobacco Settlement (TSF): The Tobacco Settlement Budget Fund Group cansistfunds that account for
various health, education, economic, and law eefoent-related programs. The primary source of neses
money received under the Master Settlement Agreemigimthe nation’s largest tobacco companies.

Transportation Building (7029): The Transportation Building Budget Fund Groupgisis of the Transportation
Building Fund that receives proceeds from spediigation debt issuances. Expenditures are forctrestruction,
reconstruction, or rehabilitation of various capitilities for the Department of Transportation.

Underground Parking (UPG): The Underground Parking Budget Fund Group comsi$tthe Underground
Parking Garage Operating Fund used to operaterttierground parking garage below the Statehousepiihmry
source of revenue is parking fees. Expenditure$oarine administration and operation of the garage

Volunteer Firefighter Dependents (7085): The Volunteer Firefighter Dependents Budget FGndup consists of
the Volunteer Fire Fighters’ Dependents Fund. Timagry purpose of this budget fund group is to actdor fire
district and political subdivision premiums for wibution in support of compensation to disableeé fighters and
to surviving spouses and families in the case aflde
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Waterways Safety (WSF): The Waterways Safety Budget Fund Group consistsrals that receive watercraft
license fees and fines. Expenditures are restrictedsupporting watercraft operations and waterctaft
enforcement and education programs.

Wildlife (WLF): The Wildlife Budget Fund Group consists of furitlat receive wildlife license fees and fines.
Expenditures are restricted to supporting wildfifeservation and wildlife law enforcement programs.

Workers’ Compensation (WCF): The Workers’ Compensation Budget Fund Group stssif funds that receive
assessments on the State Insurance Fund (non-ajpedp. Expenditures support the Bureau of Workers
Compensation and the Industrial Commission’s adstrative, adjudicatory, and programmatic respolisés.
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What is the state budget?

The state budget is an agreement between thedtgeshnd executive branches of government on adipg plan
for state government. It represents a statemeptiofities for a two-year period. The state budymterally refers to
the operating budget, not the capital budget. Tdpgtal budget directs the expenditure of fundsififrastructure
and maintenance needs, such as buildings, partdjistorical sites.

What is a biennial budget?

Ohio prepares a biennial budget, which is a spengian for a two-year period. Appropriations aredmaeparately
for the two fiscal years in a biennium. The stafessal year begins on July 1 and ends the follenaone 30. The
Executive Budget shows recommended spending ldgel§scal year 2010 (July 1, 2009 to June 30, 204:d
fiscal year 2011 (July 1, 2010 to June 30, 2011).

Where does the money for the budget come from?

Revenue to support governmental operations coroes dr variety of sources. The largest portion of teivenue is
derived from the general unrestricted taxes impdwiethe state. Ohio also receives money throughiabfees, the
sale of goods and services, and from the federargonent. More information as well as graphicaliciiégns of the
major sources of state revenues can be found itio8eC under “Revenue Summaries.”

How does the state know how much money it will havi® spend?

The Office of Budget and Management, working with Department of Taxation, prepares projectionstae
revenues. Projections are usually prepared in Nboeemreceding the issuance of the Executive Budget,
revenues are forecast for more than a 30-montlgeRevenue estimates are updated throughout tloegs of
enacting the budget as the state has more expentit actual receipts from different revenue seard’he
Legislative Service Commission also prepares indéget revenue estimates, which are compared to the
administration’s forecast. Consensus between thisléture and the executive must be built aroued¢venue
assumptions that support the final version of thadget. Ultimately, no method of forecasting is J@dcent
accurate so forecasts will always deviate fromaitieal performance of state revenue sources. Hitpdfowever,
this deviation ends up being small and manageable.

What is the GRF?

The GRF is the General Revenue Fund. It is theelrfund of the state and receives the majorithefstate’s tax
receipts. Since there are few restrictions on h&¥@ollars can be used, much of the focus of thigbuprocess is
on development of a spending plan for GRF resouréederal dollars that reimburse the state foragethuman
services-related expenditures are also depositedhie GRF.

How big is the budget?

Many people think of the “size” of the budget irns of the level of recommended spending from thRFG

Recommended spending from the GRF is $26.07 bilhofiscal year 2010 and $28.63 billion in fiscaay 2011.

However, the true size of the budget is the amappropriated from all fundsAppropriations from all operating
funds total $55.0 billion in fiscal year 2010 ar&7$ million in fiscal year 2011.

How much is the budget growing?

When compared to fiscal year 2009 estimated expaedi, GRF spending declines by 4.91 percent gafigear
2010 and then grows by 9.82 percent in fiscal ¥drl, and the total budget for all operating fugdsws by 0.8
percent in fiscal year 2010 and 3.7 percent irafigear 2011.

! Capital appropriations are not included in the carigons, except for the Department of Transpomatizecause the
department’s capital is historically appropriatedtioe same cycle as the main operating budget.
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Which agencies have the largest budgets?

The agency with the largest budget in fiscal yed$0 and 2011 is the Department of Job and Fanglyi&es.

Total recommended appropriations in fiscal year®fe $19.41 billion, and total recommended appatipns in

fiscal year 2011 are $20.60 billion. Not only ddles department have the largest total budget eazh it also has
the largest GRF budget ($10.08 billion in fiscahy@010 and $12.26 billion in fiscal year 2011) ahd single

largest line item in the GRF—Iline item 600525, He&are/Medicaid ($8.78 billion in fiscal year 20a06d $10.90
billion in fiscal year 2011).

Based on total funding, the agencies with the fegest budgets are as follows:

s Department of Education, with total appropriatiariss10.88 billion in fiscal year 2010 and $11.18idn in
fiscal year 2011. GRF appropriations total $7.2lfdni in fiscal year 2010 and $7.53 billion in falcyear 2011.

= Department of Transportation, which is primarilynfied with state and federal motor fuel tax reverareshas
total appropriations of $3.22 billion in fiscal ye2010 and $2.82 billion in fiscal year 2011.

= Board of Regents, primarily funded from GRF, wibtel appropriations of $2.80 billion in fiscal ye2010 and
$2.82 billion in fiscal year 2011.

= Department of Rehabilitation and Correction, wittat funding of $1.82 billion in fiscal year 20182 $1.83
billion in fiscal year 2011. Of this amount, $1.6iflion in fiscal year 2010 and $1.64 billion irsfial year 2011
are from the GRF.

= Department of Mental Retardation and Developmebiahbilities, which is recommended to receive total

funding of $1.56 billion in fiscal year 2010 and.%Z billion in fiscal year 2011. The GRF provide3328.13
million in fiscal year 2010 and $375.09 millionfiscal year 2011.

= Department of Mental Health, with total appropoat of $1.16 billion in fiscal year 2010 and $1Hilfion in
fiscal year 2011. Of this amount, $548.59 millionfiscal year 2010 and $549.32 million in fiscaby®011
come from the GRF.

How big is the budget deficit?

Ohio has no budget deficit. This question is uguaiked by those who confuse the state budgetthiéttfederal
budget. The Ohio Constitution prohibits the staterf borrowing money to fund operating expensesrdtbee, the
budget must be balanced.

How big is the budget surplus?

The concept of a “surplus” is not one that is sfieally defined. It is generally understood, howeue be funds
that remain above and beyond any planned usesiding planned reserves and planned carryover bednc
Typically a surplus is an unexpected result of brgthan-anticipated revenues or lower-than-antiegh@pending.
Amounts typically excluded from consideration ag péthe surplus include one-half of one percdrEBF
revenues (considered to be a necessary amounbfegianing carryover fund balance), amounts inBhdget
Stabilization Fund up to 5 percent of GRF revenaad, funds needed to support appropriations madeeby
General Assembly. Based on statute, state budgatises cannot accumulate because the law reghaeany
“surplus” at the end of each fiscal year be depdsitto the Income Tax Reduction Fund and retutagohio
taxpayers.

What is the Blue Book?

Years ago, the Executive Budget document was priniéh a blue cover and, as a result, people bégaall the
document the “Blue Book.” Over the years, each Hiee Budget has been presented with a blue cawet,it is
now considered a tradition. Beginning with the Bxae Budget for fiscal years 2004 and 2005, thedtxive
Budget was no longer published in hardcopy. ThecHtiee Budget was made available on the OBM welzsiid
on CD-ROM. Beginning with the Executive Budget fatal years 2006 and 2007 the Executive Budgeinlg
available on the OBM websitéhttp://www.obm.ohio.gov/

What is a program series and program?

A program series groups closely related progrartes am overarching category that captures the sta#orts to
provide for a public need. A program series cormesis with a major area of focus or goal for a st@ency and in
most cases is composed of two or more programst Myncies are characterized by more than one gnrogeries.
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An example of a program series is the Departmembsifrance’s Investigation and Licensing ProgrameSethat
includes market conduct, licensing, and fraud axfdreement programs.

A program is a discrete activity within an agenaytganization that is intended to provide a spegftiod or service
in response to an identified social or individuakd or problem. A varying number of programs cargtoeiped
under each program series. An example of a prodgsathe Public Defender Commission’s Pro Bono Traini
Program that provides continuing legal educati@ning programs to public defenders and privatenseliwho
provide representation to indigent persons in erahand juvenile matters.
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Guide to Reading the Budget Tables

The purpose of this section is to help the readeietstand the tables included in the Executive Budigy each
agency. Each agency has budget tables that cah&@i@overnor’s detailed spending plan for the fisemar 2010-
2011 biennium.

What are Budget Tables?

A majority of agencies have at least three budgdtles: an Agency Summary of Budget History and
Recommendations, a specific Program Recommend&tiommary, and an Appropriation Line Item Summarye Th
Agency Summary of Budget History and Recommendatamd the Appropriation Line Item Summary tablesvsh
spending history for fiscal years 2006, 2007, ab@& estimated spending for fiscal year 2009 (stheefiscal year
will not end until June 30, 2009); and recommensieending by the Governor for fiscal years 2010 20lL. The
Program Recommendation Summaries identify the Gmvér recommended funding levels for each program.

Where are the Tables?

In Section E, the Executive Budget contains GowveBtdckland’s funding recommendations for eachrege The
agencies appear in alphabetical order and eacltadas its own section that begins with an overviewrative
followed by the agency’s Summary of Budget Histang Recommendations table. Following the summdate ta
are narratives for each agency program series @gtgm. Immediately after the individual programratives are
tables that identify the Governor’'s recommendedifing levels for that specific program by appropoiatine item.
Finally, at the end of each agency section, a taltéds and groups by fund the individual recomnagiwths into an
Appropriation Line Iltem Summary.

Agency Summary of Budget History and RecommendatianTable

The Agency Summary of Budget History and Recommeaasitable can be found following an agency’s siew
narrative. This summary shows actual agency spgndifiscal years 2006, 2007, and 2008; estimapethding in
fiscal year 2009; and the Governor's recommendgaagpiations for fiscal years 2010 and 2011 by midgnd
group and by expense account category. A diagraimofable appears on page A-24.

Program Recommendation Summary Table

The Program Recommendation Summary table can bredfoumediately following each of an agency’s pragra
narratives. Each table identifies the Governor'soremended funding levels for that specific program
appropriation line item for fiscal years 2010 arftid 2. A diagram of this table appears on page AStéce a line
item can support multiple programs, the reader mafsr to the Appropriation Line Item summary todithe total
amount recommended for a line item.

Appropriation Line Item Summary Table

All agencies have one Appropriation Line Iltem Sumynable at the end of the agency program seridgpaogram
narratives and their associated tables. Each &idws, by line item, actual spending for fiscalrge2006, 2007,
and 2008; estimated spending in fiscal year 2008;the Governor's recommended appropriations Bwafi years
2010 and 2011. The line items listed on this taske grouped and subtotaled by budget fund groutald éor the
agency appear at the bottom of the table. A diagrhthis table appears on page A-27.
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Immediately following each “Agency Priorities” semt are Agency Summary of Budget History and
Recommendationgables. These tables show summary budget infoom#&bir the agency by budget fund group and
expense account category. The diagrams below as8téte Library Board’s summary tables as an exampl

Summary of Budget History and Recomemdations

Budget Fund Group Information
25,000+
20,000
5
j=
1]
4 15,000
2
'_
c
‘» 10,000+
K|
S
[a]
5,000
0
FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
The “Summary of O General Revenue B General Services O Federal Special Revenu
Budget History and
Recommendations”
section first summariz \
information by budget The "Recommended
fund group. columns show
the Governor's
Recommendation fo
fiscal years 2010 an
2011
General Revenue 12,731 13,045 12,860 11,769 -8.5 ,5986  -43.9 6,598 0.0
General Services 3,229 3,241 3,325 4,364 31.2 810,3 137.9 10,025 -3.4
Federal Special Revenue 5,173 5,465 5,692 5692 0 0. 5544 -2.6 5,544 0.0
TOTAL 21,133 21,751 21,877 21,826 -0.2 22,523 3.2 2,156 -1.6
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Expense Account Category Information

25,000+
20,000
1]
=]
c
]
8 15,000
o
=
=
c
‘» 10,000
8
5
a
5,000
0
FY 2006 FY 2007
O Personal Services
0O Equipment
The “Summary of B Transfers & Non-Expense

FY 2008 FY 2009 FY 2010 FY 2011
B Purchased Personal Services 0O Supplies & Maintenance
B Subsidies & Shared Revenue @& Judgments, Settlements, & Bonds

A

Budget History and /
Recommendations”
section then summari
information by expens
account category.

\

The "Recommended
columns show

the Governor's
Recommendation fo
fiscal years 2010 an
2011.

Personal Services 5,516 5,322 5,280 5,205 -1.4 85,40 3.9 5,483 .
Purchased Personal Services 154 270 128 -52.6 07 1 -16.5 107 0.5
Supplies & Maintenance 6,209 6,709 7,345 8,098 10.2 8,407 3.8 8,555 1.8
Equipment 3,656 3,621 2,824 2,324 -17.7 2,211 -49 2,136 -3.4
Subsidies & Shared Revenue 5,595 6,022 6,153 6,069-1.4 6,388 53 5,884 -7.9
Judgments, Settlements, & Bonds 2 0 0 0 0.0 0 0.0 0 0.0
Transfers & Non-Expense 0 5 1 -70.9 1 0.0 1 0.0
TOTAL 21,133 21,751 21,877 21,826 -0.2 22,523 3.2 2,186 -1.6
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Following each program narrative i®?sogram Recommendation Summarytable. Within each agency, funding is
designated to a program within a program serieprégram series groups closely related programs into an
overarching category that captures the state’stsffo provide for a public need. A program sedesesponds with

a major area of focus or goal for a state agendyiamost cases is composed of two or more progrAmsogram

is a discrete activity within an agency’s orgarimatthat is intended to provide a specific goodservice in
response to an identified social or individual neegroblem. The diagram below uses two of theaeStdbrary
Board’s Program Recommendation Summary tables agamnple.

/‘| Program name. '
Program 01.01: State Library Services to Ohio Gowament

GRF GRF 350321 Operating Expenses 3,629,137 3,609,502
GSF 1390 350602 Intra—AgencXpServicerg‘m 9,000 9,000
GSF 4590 350603 Library Service Charges 6,900 24,900
TOTAL FOR PROGRAM 3,645,037 3,643,402

The first two

digits of the

program

numberl_ng One Iine\ item can fund multiple Total recommended funding for

convention : L .

designate the programs. Recommen(_iatlons within Prog_ram 01.01_, State Library

programs add up to théne Item Services to Ohio Government.

program series,
while the second
two designate
the program. The
top table is
program one
within program
series one.

Summary Table for the agency.

— Program name. '

Program 02.01: State Library Serwces to Ohio Libary Communities

GRF GRF 350321 Operating Expenses 1,848,232 1,867,867
GSF 4590 350603 Library Service Charges 2,888,692 3,014,442
FED 3130 350601 LSTA Federal 1,977,778 2,007,076
TOTAL FOR PROGRAM 6,714,702 6,889,385

Total recommended funding for
Program 02.01, State Library
Services to Ohio Library
Communities.
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Each agency will have alyppropriation Line Item Summary table that summarizes historical spending and
recommended spending information by appropriatio® ikem. The spending and recommendations areiptes
by fund and subtotaled by budget fund group. Thgmim below uses the State Library Board Appropndtine
ltem Summary table as an example.

The two “% Change”
columns show the percen
change between (1) the
FY 2009 Estimate and
FY 2010 Recommended
columns and (2) the FY
2010 and FY 2011

Recommended columi

LINE ITEM SUMMARY - Library Board

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 % FY 2011 %

FUND  ALI ALl ACTUAL ACTUAL ACTUAL ESTIMATE RECOMMENDED CHANGE RE COMMENDED CHANGE
NAME

GRF 350321  Operating 6,148,667 6,087,593 6,101,583 5,710,723 5,477,369 4.1 - 5,477,369 0.0
Expenses

GRF 350400 Ohio 4,107,783 4,483,214 4,398,198 3,711,892 0 -100.0 0 .0
Public
Library
Info
Network

GRF 350401  Ohioana 122,617 122,617 124,816 124,816 288,560 131.2 868,5 0.0
Library
Support

GRF 350501  Library For 535,615 535,615 535,615 535,615 0 -100.0 0 .0
Blind -
Cincinnati

GRF 350502  Regional 1,010,441 1,010,441 894,240 880,638 832,099 5.5 2,088 0.0
Library
Systems

GRF 350503  Library For 805,642 805,642 805,642 805,642 0 -100.0 0 .0
Blind -
Cleveland

TOTAL General Revenue 12,730,765 13,045,122 12)8m4 11,769,326 6,598,028 -43.9 6,598,028 0.0

o

350602 Intra- 8,710 7,432 9,311 9,000 9,000 0.0 9,000 0.0

Agency

Service

s Charges

ubtotals are  Wbooc0s prary 2,089,155 1,985,522 2,244,874 2,708,092 2,895,592 9 6 3,039,342 5.0

shown for Service

each budget Charges

fund group. 350604 Ohio 1,131,548 1,248,072 1,071,162 1,647,363 5,702,150  46.12 5,702,150 0.0

Public

Library

Information

Network

350605  Library For 0 0 0 0 1,274,194 0 1,274,194 0.0
The Blind

350606  Gates 0 0 0 0 500,000 0 0 -100.0

Foundation

Grants

TOTAL General Services 3,229,413 3,241,026 3,338( 4,364,455 10,380,936 137.9 10,024,686 34

3130 350601 LSTA 5,172,614 5,465,211 5,691,546 5,691,792 5,543,747 2.6 - 5,543,747 0.0
Federal

TOTAL Federal Special 5,172,614 5,465,211 5,691,546 5,691,792 5,543,747 2.6 5,543,747 0.0

Revenue K

TOTAL Library Board 21,132,792 21,751,359 21,751,385 21,825,573 22,522,711 3.2\ 22,166,461 -1.6

Reductions appear as
negative entries.
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