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December 15, 2004

DB 4

State of Ohio - Office of Budget and Management
30 East Broad Street - Columbus, Ohio 43215-3457

To the Governor, the Honorable Members of the General Assembly, and the Citizens of Ohio:

It is my privilege to issue the Ohio Comprehensive
Annual Financial Report (CAFR) on the financial
condition of the State of Ohio for the fiscal year
ended June 30, 2004. The report is prepared in
conformity with Generally Accepted Accounting
Principles (GAAP) as prescribed by the Governmen-
tal Accounting Standards Board (GASB).

The Ohio Office of Budget and Management pursu-
ant to Section 126.21, Ohio Revised Code, which
requires that an official financial report of the State
be issued annually, prepared this report. The report
includes the basic financial statements, which pro-
vide an overview of the State’s financial position and
the results of financial operations.

The Office of Budget and Management is responsi-
ble for the accuracy of the data presented and the
completeness and fairness of its presentation, in-
cluding all disclosures. To the best of our knowl-
edge and belief, the enclosed data are accurate in
all material respects and are reported in a manner
designed to present fairly the financial position and
results of operations of the State of Ohio. All disclo-
sures necessary to enable the reader to gain an un-
derstanding of the State’s financial activities have
been included.

The State’s basic financial statements include all
funds that comprise the State’'s legal entity or pri-
mary government. The State’s reporting entity is
also comprised of its component units for which the
elected officials of the State’s primary government
are financially accountable. We followed the criteria
of GASB Statement No. 14, The Financial Reporting
Entity, to determine the organizations for which the
State is financially accountable. NOTE 1A. to the
financial statements explains more fully which finan-
cial activities are included in the State’s reporting
entity.

The CAFR includes the following: introductory sec-
tion; financial section that presents the manage-
ment’'s discussion and analysis (MD&A), basic fi-
nancial statements, required supplementary informa-
tion, combining financial statements, supporting
schedules, and fund descriptions; and a statistical
section that presents financial, economic, and
demographic data for Ohio.

The MD&A, which is required under GAAP to ac-
company the basic financial statements, provides a
narrative, introduction, overview, and analysis.

The reporting format for our CAFR is significantly
different from the way the State more typically pre-
sents its finances on a non-GAAP budgetary basis.
The most obvious difference is that the “General
Fund” in the CAFR includes more than just the
State’s General Revenue Fund (GRF). The General
Fund also includes other funds such as the reim-
bursement-supported funds used for activities ad-
ministered by state agencies and departments for
which special revenue or proprietary fund classifica-
tions were considered to be inappropriate.

INDEPENDENT AUDIT RESULTS

The basic financial statements have been audited by
the Office of the Auditor of State. The outcome of
the audit conducted by the Auditor of State, in ac-
cordance with generally accepted auditing stan-
dards, was an unqualified auditors’ report. This
opinion indicates there was no limitation on the
scope of the auditors’ examination and the financial
statements were presented fairly, in all material re-
spects, in conformity with GAAP.

PROFILE OF THE GOVERNMENT

The State of Ohio’s first constitution was adopted in
1802, and Ohio entered the union in 1803. Ohio’s
present constitution was modified by a state consti-
tutional convention in 1851 and has since been
amended on numerous occasions. The Constitution
establishes a state governmental structure similar to
the federal model, with three separate branches of
government — executive, legislative, and judicial.

The executive branch consists of the Governor and
Lieutenant Governor, who are jointly elected, and
four additional statewide elected officials: the Attor-
ney General, the Auditor of State, the Secretary of
State, and the Treasurer of State. All of these offi-
cials are elected to four-year terms. More than 100
departments, agencies, boards, and commissions
are part of the executive branch of government and
receive appropriations from the legislature, along
with three judicial and five legislative agencies. An
organizational chart of state government can be
found on pages 12 and 13.
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The state legislature in Ohio is referred to as the
General Assembly and consists of two separate
chambers, the Senate, a 33-member body, and the
House of Representatives, a 99-member body.
Each member of the General Assembly is elected to
represent the residents of a geographical district for
a specified term. Members of Ohio’s General As-
sembly are subject to term-limits; senators are re-
stricted to serving two four-year terms, and repre-
sentatives are restricted to serving four two-year
terms. Each chamber has a presiding officer to call
the chamber to order and direct the calendar of
events. The presiding officer in the Senate is the
President of the Senate, and the presiding officer of
the House of Representatives is the Speaker of the
House. A new General Assembly is convened in
January of each odd-numbered year.

Along with the establishment of our state govern-
mental structure, the Constitution requires Ohio to
have a balanced budget. Ohio’s budget is prepared
for a period of two years — a biennium —, which be-
gins on July 1 of odd-numbered years and ends 24
months later on June 30.

The State provides a wide range of services and
support to its citizenry that are accounted for in the
following functions or programs: primary, secondary
and other education, higher education support, pub-
lic assistance and Medicaid, health and human ser-
vices, justice and public protection, environmental
protection and natural resources, transportation,
general government, community and economic de-
velopment, workers’ compensation, lottery, unem-
ployment compensation, tuition credits, liquor con-
trol, and other business-type activities.

ACCOUNTING SYSTEM AND BUDGETARY
CONTROL

The State’s management is responsible for estab-
lishing and maintaining internal control designed to
ensure that the State’'s assets are protected from
loss, theft, or misuse and to ensure that adequate
accounting data are compiled to allow for the prepa-
ration of financial statements in conformity with
GAAP. Internal control is designed to provide rea-
sonable, but not absolute, assurance that these ob-
jectives are met. The concept of reasonable assur-
ance recognizes that: 1) the cost of a control should
not exceed the benefits likely to be derived, and 2)
the valuation of costs and benefits requires esti-
mates and judgments by management.

In fiscal year 1992, an executive order initiated the
Internal Accounting Control Program (IACP). The
IACP establishes written guidelines for state agen-
cies to follow during periodic management reviews
of their accounting operations. Under the program,
agencies are required to formally establish, main-
tain, and annually evaluate and report on internal
accounting control.

The State’'s Central Accounting System (CAS)
achieves budgetary control over the various ac-
counts of the State’s funds. The General Assembly,
authorizes expenditures by appropriating funds in
biennial and supplemental appropriation acts. The
Office of Budget and Management uses the CAS to
control departmental obligation and expenditure ac-
tivity to ensure authorized appropriations are not
exceeded.

The State’s non-GAAP budgetary financial state-
ments are prepared on a modified cash basis of ac-
counting. This means that revenues are recognized
when cash is received and expenditures are recog-
nized when cash is paid. Encumbrances, reserva-
tions of appropriation authority as of June 30, the
end of the State fiscal year, are reflected as expen-
ditures on the budgetary basis of accounting.

Budget-to-actual comparisons can be found in this
report for each governmental fund for which an ap-
propriated annual budget has been adopted. For
the General Fund and major special revenue funds,
these comparisons are presented as part of the ba-
sic financial statements. For other budgeted gov-
ernmental funds with appropriated annual budgets,
budget-to-actual comparisons are in the nonmajor
governmental funds section of the CAFR.

Additional discussion of the budgetary and GAAP
bases of accounting is provided in NOTE 1 to the
financial statements.

The CAS maintains all non-GAAP budgetary basis
transactions and most GAAP basis adjustments. In
addition to the information obtained from the CAS for
financial reporting, selected financial information
provided by the State’s agencies and departments is
compiled to complete the GAAP basis financial
statements.

Differences between the two bases of accounting
(GAAP vs. non-GAAP budgetary) include: 1) entity
differences — the GAAP reporting entity may in-
clude organizations such as financing authorities
and other component units that are not included in
the State’s budget; 2) basis differences — the GAAP
basis results in the reporting of accruals while the
non-GAAP budgetary basis results in the reporting
of cash transactions; and 3) timing differences — for
example, GAAP recognizes expenditures for pay-
ables for goods and services received, whereas the
non-GAAP budgetary basis considers unliquidated
encumbrances as expenditures. A reconciliation
between the GAAP basis and non-GAAP budgetary
basis fund balances is presented in NOTE 3 to the
financial statements.

CASH MANAGEMENT

In Ohio, with the exception of certain organizations
within the State’s reporting entity that have inde-
pendent powers to manage and invest their funds,



the Treasurer of State is responsible for investing
the State’s cash and investments pool. During fiscal
year 2004, cash management and investment trans-
actions made by the Treasurer of State’s Office, in
accordance with the Uniform Depository Act, were
limited to checking accounts and certificates of de-
posit with qualified public depositories, U.S. gov-
ernment and agency obligations, commercial paper,
repurchase agreements, bankers’ acceptances,
bonds of foreign nations diplomatically recognized
by the United States, and security lending agree-
ments. Legal requirements for the investment of
funds maintained in the State’s cash and invest-
ments pool are discussed in NOTE 4 to the financial
statements.

Quarterly, the Office of Budget and Management
allocates the investment income earned on the cash
and investments pool to the various funds desig-
nated by law to receive the earnings. The allocation
is calculated in accordance with a formula based on
average daily cash balances invested over the quar-
ter. The Ohio Lottery Commission’s investment
portfolio, which is dedicated to the payment of de-
ferred lottery prizes and is accounted for as part of
the cash and investments pool, however, is not part
of the investment earnings allocation just described.
Instead, the Treasurer of State credits the invest-
ment earnings from the dedicated portfolio directly to
the credit of the fund that accounts for this activity.

RETIREMENT SYSTEMS

Employees of the primary government or its compo-
nent units may be eligible to participate in the Ohio
Public Employees Retirement System, the State
Teachers Retirement System of Ohio, the State
Highway Patrol Retirement System, or the Alterna-
tive Retirement Plan. Further information on the
State’s participation in the different retirement sys-
tems can be found in NOTE 9 to the financial state-
ments.

RISK MANAGEMENT

As discussed in NOTE 10. to the financial state-
ments, the State’'s primary government is self-
insured for claims under the Ohio Med Health and
United Healthcare plans and for vehicle liability while
it has placed public official fidelity bonding with a
private insurer. The State self-funds tort liability and
most property losses on a pay-as-you-go basis;
however, selected state agencies have acquired
private insurance for their property losses. Also, the
State’s primary government and its component units
participate in a public entity risk pool, which is ac-
counted for in the Bureau of Workers’ Compensation
Enterprise Fund, for the financing of their workers’
compensation liability.

ECONOMIC OVERVIEW AND OUTLOOK

The U.S. economic expansion gained strength from
mid-2003 through the third quarter of 2004, and will
mark its third anniversary at the end of the year.

Growth in real GDP exceeded expectations in the
second half of 2003, and that momentum carried
over into 2004. The economy expanded at an an-
nual rate of 3.8 percent during the first three quar-
ters of 2004, close to projections at the start of the
year. After declining for almost three years, total
employment turned up in September 2003, and in-
creased by 1.78 million during the year ended in
September 2004. Even though hiring has been
slow, layoffs have subsided and the unemployment
rate has declined from 6.1 percent to 5.4 percent. In
response to modest gains in employment and hourly
wages, personal income increased 4.8 percent dur-
ing the year ending in the third quarter of 2004.
Aided by federal tax cuts but hurt by higher inflation,
real disposable personal income increased 1.9 per-
cent.

Leading the economy forward were consumption
expenditures and fixed investment. Purchases of
services accounted for about half of the increase in
consumer spending. Investment in new equipment
and software accounted for about two-thirds of the
growth in fixed investment, with the remainder com-
ing from investment in residential structures. Ex-
ports, business inventory building, and federal de-
fense spending made additional contributions. De-
spite the more than 20 percent depreciation in the
U.S. dollar in 2002 and 2003, the market share of
imported goods and services increased significantly
during the past year.

Growth would likely have been stronger in 2004 if
not for the near doubling in the price of oil since
September 2003 to a record high. Higher energy
costs subtracted as much as three-quarters of a
percentage point from real GDP growth during the
first three quarters of 2004, according to the Federal
Reserve Board. The future course of the price of oil
will play a major role in determining the pace of eco-
nomic growth in the year ahead.

The Ohio economy is turning the corner. Growth in
personal income has increased substantially, from
near 1.0 percent at the end of the 2001 recession to
3.2 percent in 2003 and in the first half of 2004. An-
nual personal income growth was 0.9 percentage
points faster in the U.S. than in Ohio during the dec-
ade ending in 2003. Most of the difference was due
to slower population growth in Ohio. On a per capita
basis, personal income growth in Ohio was within
one-fifth of a percentage point of the national rate
during the last ten years.

Labor markets turned up later in Ohio than on aver-
age across the nation. Total employment increased
by 17,200, or 0.3 percent, from December 2003 to
September 2004. Layoffs slowed markedly, the
number of unemployed workers declined marginally,
and the unemployment rate is little changed from a
year earlier at 6.0 percent.



Exports contribute significantly to growth in the Ohio
economy. In 2003, exports of goods from Ohio in-
creased 7.4 percent to $29.8 billion, making Ohio
the nation’s sixth largest exporter. Since the end of
2000, exports have grown faster in Ohio than in any
other state. In rank order, the top four export mar-
kets for Ohio-made goods are Canada (57 percent),
Mexico (7 percent), U.K. (4 percent), and Japan (4
percent). Recent and expected declines in the for-
eign exchange value of the dollar are projected to
sustain the favorable exporting environment and add
to growth in the Ohio economy.

The outlook is for the price of oil to decrease back to
near $40 per barrel and real GDP growth to average
3.25 percent to 3.50 percent through the end of
2005. Consistent with solid, but not rapid economic
growth, the Federal Reserve is expected to continue
to raise short-term interest rates in the year ahead.
In November 2004, the central bank raised the fed
funds rate, an overnight bank lending rate, to 2.0
percent from 1.75 percent, and in mid-December
2004, the Fed raised the rate another .25 percent to
2.25 percent. Rebuilding from the unusually costly
hurricane season is expected to add marginally to
economic growth in 2005. Corporate profit growth is
projected to slow sharply, as higher input costs com-
bine with stable prices to trim margins and unit
growth slows.

In this environment, growth in national employment,
personal income, and per capita personal income
are projected to be 1.7 percent, 4.7 percent, and 4.0
percent, respectively. The experience in Ohio is
projected to nearly match the national performance,
with employment, personal income, and per capita
personal income growing 1.6 percent, 4.4 percent,
and 4.0 percent, respectively.

MAJOR INITIATIVES AND PROJECTS

State Operating Budget

In June 2003, the Governor signed Amended Substi-
tute House Bill 95, the biennial budget bill. This
budget provided growth in just a few areas of state
spending. More than 75 percent of the growth in
state share funding went to three primary areas,
Medicaid, primary and secondary education, and
higher education. The rest of the budget experi-
enced very little growth.

In March 2004 revenue projections for FY 2004 and
FY 2005 were revised downward after estimates
projected a state revenue shortfall of $247.1 million
in FY 2004 and $372.7 million in FY 2005. To offset
the potential budget deficit, Governor Taft issued an
Executive Order mandating a four percent cut to
most state agencies for the remainder of the fiscal
year. The state's prison, mental health and mental
retardation systems received only a one percent cut.
Due to the timing of the cuts in the fiscal year, they
had an impact of 12 percent and three percent re-
spectively of the remaining appropriations. On July
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1, 2004, additional cuts were imposed for FY 2005.
The budget reductions totaled $118.2 million, with
most agencies being cut by six percent, and institu-
tional agencies by one percent. Major exemptions
to the reductions included debt service, pension
payments made by the Treasurer of State, property
tax rollback, homestead exemption and tangible
personal property tax exemptions as well as the
state's primary job-creation programs; basic aid to
primary and secondary education; higher education
basic aid and student financial aid; the PASSPORT
program, which provides in-home care for seniors,
and other selected programs.

Since 2001, the state has reduced spending from
appropriated levels by nearly $1.3 billion, reduced
the workforce by more than 3,500 employees,
closed or is in the process of closing six institutions,
and reduced or eliminated many government ser-
vices. Agencies have been asked to cut costs
through reductions in payroll, greater reliance on
non-GRF state funds and federal funds, and the
elimination of programs. More than one half of the
agencies funded by the General Revenue Fund
have fiscal year 2005 appropriations that are below
actual fiscal year 2000 spending.

Primary and Secondary Education

In the past several years, the State of Ohio has
made significant investments to improve student
outcomes. The success of these efforts has come
through the collaboration and cooperation of par-
ents, educators, community leaders, and policy
makers. Ohio continues to build on this success
with a number of strategic investments in student
success and accountability and in initiatives to im-
prove teacher quality. In January, Ohio received an
"A" rating for standards and accountability, and a "B"
for efforts to improve teacher quality from Education
Week.

In March, Governor Taft signed Senate Bill 2, im-
plementing the recommendations from the Gover-
nor's Commission on Teaching Success. Convened
by the Governor in November 2001, the Commission
is an outgrowth of the Governor's Commission for
Student Success. The teaching success legislation
provides all students with high-quality teachers who
have the competencies, motivation, and the support
and incentives they need to help students succeed.
The bill creates a mechanism for aligning standards
for what students should know and be able to do
with standards for what teachers should know and
be able to do at all stages of their career.

Governor’s Blue Ribbon Task Force

on Financing Student Success

In order to continue to improve how Ohio funds its
primary and secondary schools, the Governor is
asking leaders from education and business, poli-
cymakers, teachers and parents to come together
and adopt a shared vision for school funding. The



Governor's Blue Ribbon Task Force on Financing
Student Success will recommend a new funding
methodology for public primary and secondary
schools — one that provides predictable and stable
funding for school districts, allocates resources with
a view toward helping every child achieve academic
success, is affordable within the context of the
state’s economy, and ensures that resources are
spent efficiently and appropriately. Recommenda-
tions from the Task Force are expected in December
2004,

Ohio Supreme Court Case Update

In May 2003, the Ohio Supreme Court ruled that
there was no continuing jurisdiction by the courts in
the DeRolph vs. Ohio school funding court case.
The ruling concluded that the duty to remedy the
educational system lies with the General Assembly.

School Building Assistance

Governor Taft, through the Rebuild Ohio Plan, has
proposed spending over $10.2 billion in state fund-
ing, matched by $12.9 billion local funding, in a 12-
year plan to address the facility needs of all Ohio
school districts. The plan will allow every Ohio
school child to learn in safe, modern facilities and
give school districts the capability to create custom-
ized classrooms and instruction tailored to meet stu-
dents’ needs. The School Facilities Commission,
charged with providing funding to public school dis-
tricts and overseeing the construction and renova-
tion of school facilities, spends approximately $2
million daily on new school construction and repair.
Since the inception of the Commission in May 1997,
$3.4 billion has been spent on school construction
including 253 newly built or renovated open build-
ings and 75 districts with full facility projects com-
pleted.

Governor’'s Commission on Higher Education
and the Economy

In his 2003 Inaugural Address, Governor Taft called
for the creation of the Governor's Commission on
Higher Education and the Economy (CHEE). The
Commission was charged with recommending ways
to maximize public investment in higher education
and ensuring that the needs of students, parents,
and the business community are being met. The
Commission evaluated the structure, organization,
location, and governance of Ohio’s higher education
institutions and evaluated state expenditures on
higher education. The CHEE completed its work in
2004 and provided the state with a vision and goal
for higher education and recommendations for at-
taining those goals. A summary of the recommen-
dations is as follows:

e Energize business leadership - In recogni-
tion of higher education's positive impact on
the economy, the Commission recom-
mended the creation of a private sector-led
Ohio Business Alliance to serve as a cata-

lyst, mediator and advocate for an enhanced
and more strategic role for Ohio's colleges
and universities as contributors to the state's
economic growth.

e Provide more Ohioans with the knowl-
edge and skills to succeed - Given the
correlation between individual educational
attainment and economic prosperity, CHEE
members set a goal to significantly increase
Ohio's undergraduate and graduate (particu-
larly in the areas of math and science) en-
rollments by 180,000 by 2005 through ef-
forts to heighten awareness, student aspira-
tions, preparation and to reduce financial
barriers to higher education.

e Strengthen higher education's research
base - CHEE recognized the need to sup-
port Ohio's knowledge economy by
strengthening higher education's research
capacity. This can be achieved by attracting
and retaining preeminent researchers, en-
hancing research capacity to drive economic
growth and job creation, and transferring re-
search into technology-driven products and
services in the marketplace.

e Strengthen accountability — CHEE rec-
ommended a “compact” among higher edu-
cation, the business community and state
government to ensure a responsive, high-
performing, and efficient higher education
system that provides a significant return on
the state's investment through increased
college participation and the expansion of
research and commercialization.

Jobs Cabinet

In his 2004 State of the State Address, Governor
Bob Taft appointed a Jobs Cabinet. The Jobs Cabi-
net will work to help those who have lost jobs, en-
able companies to find the skilled workers they need
to succeed, and cut red tape through regulatory re-
form. The Jobs Cabinet is focusing on the following:

e Building inter-agency strategies for bringing
more employers and jobs to Ohio and keep-
ing the jobs already here;

e Coordinating multi-agency efforts to help
dislocated workers receive training and find
new jobs;

¢ Developing and overseeing the implementa-
tion of an action plan for streamlining busi-
ness permits and other regulatory reform;

e Building on the success of the Ohio Busi-
ness Gateway by bringing more business
services on-line;

e Coordinating state marketing efforts, includ-
ing coordination with a new non-profit corpo-
ration created to promote and market Ohio’s
economic assets; and



e Assisting with Ohio’s response to federal
regulatory mandates that have the potential
to impact business development in Ohio.

Jobs and Progress Plan

Ohio continues to make progress on the Jobs and
Progress Plan, Ohio’s largest transportation initiative
since the original creation the interstate highway
system. The basis for the majority of the funding for
the plan is provided in the fiscal year 2004-2005 bi-
ennial transportation budget, an increase in the
motor fuel tax by two cents per gallon per year for
the next three years. Major components of Jobs and
Progress Plan include: creating a $5 billion, 10-year
Ohio construction program to address the state's
most pressing needs; addressing high-congestion,
high-crash locations on freeways; improving state
bridges and pavement conditions; and connecting all
parts of Ohio by completing rural routes. The Plan
will generate more than 4,000 highway construction
jobs, ease freeway congestion, improve road safety
and connect rural regions.

Jobs Bill

In June 2004, Governor Taft signed the Jobs Bill into
law. The Jobs Bill will make Ohio more competitive
by providing important new economic development
tools for Ohio businesses. The bill provides for the
investment of $10 million in Third Frontier operating
funding that will be available through competitive
awards to existing Wright Centers of Innovation in
Data Management, Fuel Cells and Power and Pro-
pulsion and other smaller technology innovation pro-
jects. The legislation expands the Ohio Enterprise
Zone Program from 10 to 15 years to compete with
neighboring states that already have extended
zones and to help attract major projects that often
have longer payback periods. The state’s commit-
ment to the Ohio Investment in Training Program,
which provides worker training assistance to com-
panies seeking to expand or locate economic devel-
opment programs in Ohio, will be doubled. Finally,
the bill creates the Ohio Workforce Guarantee Pro-
gram, which will recruit, screen, and train workers
for companies creating 100 or more good jobs in
Ohio.

Third Frontier

The Third Frontier Project is the state’s largest
commitment ever to expanding Ohio’s high-tech re-
search capabilities and promoting start-up compa-
nies to build high-wage jobs for generations to
come. The $1.1 billion investment program currently
has four components that are under way:

e The Third Frontier Action Fund will provide
grants to encourage the commercialization
of new technologies and to foster a climate
of entrepreneurism within Ohio;

10

e The Biomedical Research and Technology
Transfer Program will focus on large col-
laborative projects intended to improve the
health of Ohioans as well as to increase job
and business opportunities;

e The Wright Brothers Capital Program will
build Wright Centers of Innovation which will
pair world-class research with commerciali-
zation designed to maximize the economic
impact of the research investment; and

e The Innovation Ohio Fund, a $100 million
revolving loan fund, will help existing Ohio
companies, as well as new companies, in-
vest in capital assets for the purpose of de-
veloping new “next generation” commercial
products.

CERTIFICATE OF ACHIEVEMENT

The Government Finance Officers Association of the
United States and Canada (GFOA) awarded a Cer-
tificate of Achievement for Excellence in Financial
Reporting to the State of Ohio for its comprehensive
annual financial report (CAFR) for the fiscal year
ended June 30, 2003. This was the 14th consecu-
tive year that the State has achieved this prestigious
award. In order to be awarded a Certificate of
Achievement, a government must publish an easily
readable and efficiently organized CAFR. This re-
port must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of
one year only. We believe that our current report
continues to meet the Certificate of Achievement
Program’s requirements, and we are submitting it to
GFOA to determine its eligibility for another certifi-
cate.

ADDITIONAL INFORMATION

The Ohio Office of Budget and Management pro-
vides access to the fiscal year 2004 Ohio Compre-
hensive Annual Financial Report, fiscal year 2004
Ohio Budgetary Financial Report, and other State-
related financial data and information on the Internet
at http://www.obm.ohio.gov.
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STATE OF OHIO
ORGANIZATION CHART

FINANCIAL REPORTING ENTITY

PRIMARY GOVERNMENT
LEGISLATIVE EXECUTIVE JUDICIAL
Senate Governor Supreme Court
(33 Members) Lieutenant Governor Chief Justice and
. Attorney General 6 Justices
House of Representatives Auditor of State
(99 Members) Secretary of State

Treasurer of State
State Board of Education
(11 Elected Members, and
6 At-Large Members)

Governmental Activities: Governmental Activities: Governmental Activities:
General Government: Primary, Secondary Justice and Public Protection:
Senate and Other Education: Supreme Court

House of Representatives Arts Council Judicial Conference

Legislative Service Commission Department of Education Judiciary

Legislative Committees Educational Telecommunications Court of Claims

School for the Blind
School for the Deaf
State Library Board

Higher Education Support:
Board of Regents
Career Colleges and Schools Board

Public Assistance and Medicaid:
Department of Job and Family Services

Health and Human Services:
Department of Aging
Department of Alcohol
and Drug Addiction Services
Department of Health
Department of Mental Health
Department of Mental Retardation
Hispanic-Latino Affairs Commission
Legal Rights Service
Minority Health Commission
Rehabilitation Services Commission
Tobacco Use Prevention and Control
Foundation
Veterans’ Home

Justice and Public Protection:

Adjutant General

Board of Tax Appeals

Civil Rights Commission

Criminal Justice Services

Department of Public Safety

Department of Rehabilitation
and Correction

Department of Youth Services

Ethics Commission

Office of the Attorney General

Public Defender Commission

Environmental Protection

and Natural Resources:
Department of Natural Resources
Environmental Protection Agency
Environmental Review Appeals
Lake Erie Commission

Transportation:
Department of Transportation

12




PRIMARY GOVERNMENT (Continued)

General Government:

Capitol Square Review & Advisory Board
Consumers’ Counsel

Department of Administrative Services
Department of Commerce

Department of Insurance

Department of Taxation

Office of Budget and Management
Office of the Governor

Office of the Inspector General

Office of the Lieutenant Governor
Office of the Secretary of State

Office of the Treasurer of State

Public Utilities Commission

Racing Commission

Sinking Fund Commission

Other Boards and Commissions

Community and
Economic Development:

Department of Agriculture

Department of Development

Exposition Commission

Public Works Commission

Southern Ohio Agricultural & Community
Development Foundation

Business-Type Activities:
Bureau of Workers’ Compensation
and Industrial Commission
Capitol Square Review & Advisory Board
—Underground Parking Garage
Department of Commerce—
Liguor Control Division
Department of Job and Family Services—
Unemployment Compensation Program
Lottery Commission
Office of the Auditor of State
Tuition Trust Authority

COMPONENT UNITS

Blended Component Units:

Ohio Building Authority

(included in Governmental and Business-Type Activities)
State Highway Patrol Retirement System

(included as Fiduciary Activities)

Discretely Presented Component Units:

Financing Authorities:

Ohio Air Quality Development Authority

Ohio Water Development Authority

Commissions:

Arts and Sports Facilities Commission

School Facilities Commission
SchoolNet Commission

(continued):
State Universities:
Bowling Green State University
Cleveland State University
Medical College of Ohio at Toledo
Ohio State University
Shawnee State University
University of Cincinnati
Wright State University

State Community Colleges:
Cincinnati State

Columbus State

Northwest State

Southern State

Washington State

Discretely Presented Component Units

Central State University
Kent State University

Miami University

Ohio University

University of Akron
University of Toledo
Youngstown State University

Clark State
Edison State
Owens State
Terra State

JOINT VENTURES

RELATED ORGANIZATIONS

Great Lakes Protection Fund
Local Community Colleges
Technical Colleges

Ohio Legal Assistance Foundation
Ohio Turnpike Commission

Release Compensation Board

Higher Education Facility Commission

Petroleum Underground Storage Tank
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Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS' REPORT

The Honorable Bob Taft, Governor
State of Ohio
Columbus, Ohio

We have audited the accompanying financial statements of the governmental activities, business-type
activities, aggregate discretely presented component units, each major fund, and aggregate remaining
fund information of the State of Ohio (the State) as of and for the year ended June 30, 2004, which
collectively comprise the State’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the State’s management. Our responsibility is to express
opinions on these financial statements based on our audit. We did not audit the financial statements of
the following organizations:

Primary Government: Capitol Square Review and Advisory Board (Underground Parking Garage); Office
of the Auditor of State; Ohio Bureau of Workers’ Compensation and Industrial Commission of Ohio; State
Treasury Asset Reserve of Ohio; Treasurer of State Lease Revenue Bonds; Office of Credit and Finance;
and Variable College Savings Plan.

Blended Component Units: Ohio Building Authority and State Highway Patrol Retirement System.

Discretely Presented Component Units: Bowling Green State University; Cleveland State University; Kent
State University; Miami University; Ohio State University; Ohio University; Shawnee State University;
University of Akron; University of Cincinnati; University of Toledo; Wright State University; Youngstown
State University; Cincinnati State Community College; Clark State Community College; Columbus State
Community College; Edison State Community College; Northwest State Community College; Owens
State Community College; Southern State Community College; Terra State Community College;
Washington State Community College; and Medical College of Ohio at Toledo.

In addition, we did not audit the financial statements of the Public Employees Retirement System, State
Teachers Retirement System, and School Employees Retirement System, whose assets are held by the
Treasurer of State and are included as part of the State’'s Aggregate Remaining Fund Information. These
financial statements reflect the following percentages of total assets and revenues or additions of the
indicated opinion units:

Percent of Opinion Percent of Opinion Unit's
Opinion Unit Unit's Total Assets Total Revenues / Additions

Governmental Activities 2% 0%

Business-Type Activities 86% 46%
Aggregate Discretely Presented Component Units 77% 89%
Aggregate Remaining Fund Information 90% 23%
Workers’ Compensation 100% 100%
Ohio Building Authority 100% 100%
Underground Parking Garage 100% 100%
Office of Auditor of State 100% 100%

Those financial statements listed above were audited by other auditors whose reports thereon have been
furnished to us, and our opinion, insofar as it relates to the amounts included for these independently
audited organizations is based on the reports of the other auditors.

35 N. Fourth St. / Second Floor / Columbus, OH 43215
Telephone: (614) 466-3402 (800) 443-9275 Fax: (614) 728-7199
www.auditor.state.oh.us
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The Honorable Bob Taft, Governor

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit and the
reports of the other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred
to above present fairly, in all material respects, the respective financial position of the governmental
activities, business-type activities, aggregate discretely presented component units, each major fund, and
aggregate remaining fund information of the State of Ohio as of June 30, 2004, and respective changes in
financial position and cash flows, where applicable, and respective budgetary comparisons for the
general and major special revenue funds thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

As described in Note 2, during fiscal year 2004, the State of Ohio adopted GASB Statement No. 39,
Determining Whether Certain Organizations Are Component Units, which required certain foundations of
state colleges and universities to be reported as component units of their respective reporting entities.

The Management’s Discussion and Analysis and Infrastructure Assets Accounted for Using the Modified
Approach, as listed in the table of contents, are not a required part of the basic financial statements but
are supplementary information required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did
not audit the information and express no opinion on it.

We conducted our audit to form opinions on the financial statements that collectively comprise the State’s
basic financial statements. The introductory section, combining fund statements, individual fund
schedules and statistical tables are presented for additional analysis and are not a required part of the
basic financial statements. We and the other auditors subjected the combining fund statements and
individual fund schedules to the auditing procedures applied in the audit of the basic financial statements.
In our opinion, based on our audit and the reports of the other auditors, this information is fairly stated in
all material respects in relation to the basic financial statements taken as a whole. We did not subject the
introductory section and statistical tables to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion on them.

Toutty Mm#qmw{

BETTY MONTGOMERY
Auditor of State

December 15, 2004



State of Ohio

Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2004
(Unaudited)

Introduction

This section of the State of Ohio’s annual financial report presents management’s discussion and analysis of the
State’s financial performance during the fiscal year ended June 30, 2004. The management’s discussion and
analysis section should be read in conjunction with the preceding transmittal letter and the State’s financial state-
ments, which follow.

Financial Highlights

Government-wide Financial Statements

Net assets of the State’s primary government reported in the amount of $18.89 billion, as of June 30, 2004, in-
creased $333.4 million since the previous year. Net assets of the State’s component units reported in the amount
of $10.85 billion, as of June 30, 2004, increased $1.22 billion since the end of last fiscal year.

Fund Financial Statements

Governmental funds reported combined ending fund balances of $4.23 billion that was comprised of $283.7 mil-
lion reserved for specific purposes, such as for debt service, state and local government highway construction,
and federal programs; $5.58 billion reserved for nonappropriable items, such as encumbrances, noncurrent loans
receivable, noncurrent interfund receivables, loan commitments, and inventories; $104.3 million in designations
for budget stabilization and compensated absences; and a $1.74 billion deficit.

As of June 30, 2004, the General Fund’s fund balance was approximately $735.8 million, including $20.7 million
reserved for “other” specific purposes, as detailed in NOTE 17; $617.4 million reserved for nonappropriable items;
and $74.6 million and $23.2 million in designations for budget stabilization and for compensated absences, re-
spectively. The General Fund’s fund balance increased by $543 million (including a $2.5 million increase in in-
ventories) or 281.7 percent during fiscal year 2004. Due to greater-than-expected personal income tax revenue
for fiscal year 2004 and executive-ordered and other spending reductions, the General Fund ended the year with
an overall positive fund balance. Various transfers-in from other funds, including a $234.7 million transfer from
the Tobacco Settlement Fund, and a $193 million federal grant award under the Jobs and Growth Tax Relief
Reconciliation Act of 2003 provided additional resources to cover anticipated spending in the General Fund during
fiscal year 2004.

Proprietary funds reported net assets of $1.57 billion, as of June 30, 2004, a decrease of $212.8 million since
June 30, 2003. Most of the net decline was due to the $477.6 million and $77.3 million net losses reported for the
Unemployment Compensation and Lottery Commission enterprise funds, respectively, which offset increases in
net assets of $308.4 million and $29.6 million in the Workers’ Compensation and Tuition Trust Authority enterprise
funds, respectively. The loss for the Unemployment Compensation Enterprise fund is attributable to benefits and
claims expenses of $1.63 billion that exceeded total operating and nonoperating revenues by approximately
$457.9 million. For the Lottery Commission Enterprise Fund, the decline is mainly due to a decline in investment
income of $161.1 million, which more than offsets an increase in lottery ticket sales of $76.5 million for fiscal year
2004. The Workers’ Compensation Enterprise Fund’s increase is due to net investment income of $1.25 billion,
which more than offsets premium dividend reductions and refund expenses of $415.5 million, and workers’ com-
pensation benefits and compensation adjustment expenses of $2.55 billion, which exceeded net premium and
assessment income of $2.13 billion by $422.4 million. The Tuition Trust Authority’s increase in net assets re-
sulted from a $270.2 million reduction in tuition benefit expenses in fiscal year 2004 as compared to fiscal year
2003.

Long-Term Debt — Bonds and Notes Payable and Certificates of Participation Obligations

Overall, the carrying amount of total long-term debt for the State’s primary government increased $775.4 million
or 8.3 percent during fiscal year 2004 to end the fiscal year with a reported balance of $10.1 billion in long-term
debt. During the year, the State issued at par $1.22 billion in general obligation bonds, of which $125.2 million
were refunding bonds, $221.1 million in revenue bonds, of which $7.4 million were refunding bonds, and $389.9
million in special obligation bonds, of which $122.1 million were refunding bonds. Changes in the primary gov-
ernment’s long-term debt for fiscal year 2004 can be found in NOTE 15.
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Overview of the Financial Statements

This annual report consists of management’s discussion and analysis, basic financial statements, including the
accompanying notes to the financial statements, required supplementary information, and combining statements
for the nonmajor governmental funds, fiduciary funds, and nonmajor discretely presented component unit funds.
The basic financial statements are comprised of the government-wide financial statements and fund financial
statements.

Figure 1 below illustrates how the required parts of this annual report are arranged and relate to one another. In
addition to these required elements, as explained later, this report includes an optional section that contains com-
bining statements that provide details about the State’s nonmajor governmental funds.

Figure 1
Required Components of the
State of Ohio’s Annual Financial Report

Management’s Basic Required
Discussion and Financial Supplementary
Analysis Statements Information
| | """""""""" -
| | '

Government-wide Fund Notes to the
Financial Financial Financial
Statements Statements Statements
SUMMARY LEVEL <+—> DETAIL LEVEL

The Government-wide Financial Statements provide financial information about the State as a whole, including its
component units.

The Fund Financial Statements focus on the State’s operations in more detail than the government-wide financial
statements. The financial statements presented for governmental funds report on the State’s general government
services. Proprietary funds statements report on the activities, which the State operates like private-sector busi-
nesses. Fiduciary funds statements provide information about the financial relationships in which the State acts
solely as a trustee or agent for the benefit of others outside of the government, to whom the resources belong.

Following the fund financial statements, the State includes financial statements for its major component units
within the basic financial statements section. Nonmajor component units are also presented in aggregation under
a single column in the component unit financial statements.

The basic financial statements section also includes notes that more fully explain the information in the govern-
ment-wide and fund financial statements; the notes provide more detailed data that are essential to a full under-
standing of the data presented in the financial statements. The notes to the financial statements can be found on
pages 66 through 126 of this report.

In addition to the basic financial statements and accompanying notes, a section of required supplementary infor-
mation further discusses the assessed condition and estimated and actual maintenance and preservation costs of
the state’s highway and bridge infrastructure assets that are reported using the modified approach. Limited in
application to a government’s infrastructure assets, the modified approach provides an alternative to the tradi-
tional recognition of depreciation expense. Required supplementary information can be found on pages 128 and
129 of this report.

Figure 2 on the following page summarizes the major features of the State’s financial statements.
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Figure 2

Major Features of the State of Ohio’s Government-wide and Fund Financial Statements

Government-wide

Fund Statements

Statements Governmental Funds Proprietary Funds Fiduciary Funds
Scope Entire State govern- The activities of the Activities the State op- Instances in which the
ment (except fiduciary State that are not pro- erates similar to private State is the trustee or
funds) and the State’s prietary or fiduciary, businesses such as the agent for someone
component units such as general gov- workers’ compensation else’s resources
ernment, transportation, insurance program,
justice and public pro- lottery, tuition credit
tection, etc. program
Required o Statement of e Balance Sheet o Statement of e Statement of
Financial Net Assets o Statement of Net Assets Fiduciary Net Assets
Statements o Statement of Revenues, ¢ Statement of e Statement of Changes
Activities Expenditures and Revenues, Expenses in Fiduciary
Changes in Fund and Changes in Net Assets
Balance Fund Net Assets
o Statement of
Cash Flows
Accounting Accrual accounting Modified accrual ac- Accrual accounting and Accrual accounting and
Basis and and economic re- counting and current economic resources economic resources
Measurement sources focus financial resources fo- focus focus
Focus cus
Type of All assets and liabili- Only assets expected to All assets and liabilities, All assets and liabilities,
asset/liability ties, both financial and be used up and liabili- both financial and capi- both financial and capi-
information capital, and short-term ties that come due dur- tal, and short-term and tal, and short-term and
and long-term ing the year or soon long-term long-term
thereafter; no capital
assets included
Type of All revenues and ex- Revenues for which All revenues and ex- All revenues and ex-
inflow/outflow penses during the cash is received during penses during the year, penses during the year,
information year, regardless of or soon after the end of regardless of when cash regardless of when cash

when cash is received
or paid

the year; expenditures
when goods or services
have been received and
payment is due during
the year or soon there-
after

is received or paid

is received or paid

Government-wide Financial Statements

The government-wide financial statements consist of the Statement of Net Assets and the Statement of Activities.
For these statements, the State applies accounting methods similar to those used by private-sector companies;
that is, the State follows the accrual basis of accounting and the economic resources focus when preparing the
government-wide financial statements. The Statement of Net Assets includes all of the government’s assets and
liabilities. All of the current year’s revenues and expenses are accounted for in the Statement of Activities regard-
less of the timing of related cash inflows or outflows.

The two government-wide financial statements report the State’s net assets and how they have changed. Net
assets — the difference between the State’s assets and liabilities — is one way to measure the State’s financial
health, or position. Over time, increases or decreases in the State’s net assets indicate whether its financial
health has improved or deteriorated, respectively. However, a reader should consider additional nonfinancial fac-
tors such as changes in the State’s economic indicators and the condition of the State’s highway system when
assessing the State’s overall financial status.

The State’s government-wide financial statements, which can be found on pages 34 through 37 of this report, are
divided into three categories as follows.

Governmental Activities — Most of the State’s basic services are reported under this category, such as primary,
secondary and other education, higher education support, public assistance and Medicaid, health and human
services, justice and public protection, environmental protection and natural resources, transportation, general
government, community and economic development, and intergovernmental. Taxes, federal grants, charges for
services, including license, permit, and other fee income, fines, and forfeitures, and restricted investment income
finance most of these activities.
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Business-type Activities — The State charges fees to customers to help cover the costs of certain services it pro-
vides. The State reports the following programs and activities as business-type: workers’ compensation insur-
ance program, lottery operations, unemployment compensation program, the leasing and maintenance operations
of the Ohio Building Authority, guaranteed college tuition credit program, liquor control operations, underground
parking garage operations at the statehouse, and the Auditor of State’s governmental auditing and accounting
services.

Component Units — The State presents the financial activities of the School Facilities Commission, Arts and
Sports Facilities Commission, SchoolNet Commission, Ohio Water Development Authority, Ohio Air Quality De-
velopment Authority, and 23 state-assisted colleges and universities as discretely presented component units un-
der a separate column in the government-wide financial statements. The Ohio Building Authority is presented as
a blended component unit with its activities blended and included under governmental and business-type activi-
ties. Although legally separate, the State is financially accountable for its component units, as is further explained
in NOTE 1A. to the financial statements.

Fund Financial Statements

The fund financial statements provide more detailed information about the State’s most significant funds — not
the State as a whole. A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. State law and bond covenants mandate the use of
some funds. The Ohio General Assembly establishes other funds to control and manage money for particular
purposes or to show that the State is properly using certain taxes and grants.

The State employs fund accounting to ensure and demonstrate compliance with finance-related legal require-
ments. The State has three kinds of funds — governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds — Most of the State’s basic services are included in governmental funds, which focus on
how cash and other financial assets that can readily be converted to cash flow in and out (i.e., near-term inflows
and outflows of spendable resources) and the balances remaining at year-end that are available for spending
(i.e., balances of spendable resources). Consequently, the governmental fund financial statements provide a de-
tailed short-term view that helps the financial statement reader determine whether there are more or fewer finan-
cial resources that can be spent in the near future to finance the State’s programs. The State prepares the gov-
ernmental fund financial statements applying the modified accrual basis of accounting and a current financial re-
sources focus. Because this information does not encompass the additional long-term focus of the government-
wide statements, a reconciliation schedule, which follows each of the governmental fund financial statements,
explains the relationship (or differences) between them.

The State’s governmental funds include the General Fund and 14 special revenue funds, 22 debt service funds,
and 10 capital projects funds. Under separate columns, information is presented in the Balance Sheet and
Statement of Revenues, Expenditures and Changes in Fund Balances for the General Fund and the Job, Family
and Other Human Services, Education, Highway Operating, and Revenue Distribution special revenue funds, all
of which are considered major funds. Data from the other 42 governmental funds, which are classified as nonma-
jor funds, are combined into a single, aggregated presentation under a single column on the fund financial state-
ments. Individual fund data for each of these nonmajor governmental funds is provided in the form of combining
statements elsewhere in this report.

For budgeted governmental funds, the State also presents budgetary comparison statements and schedules in
the basic financial statements and combining statements, respectively, to demonstrate compliance with the ap-
propriated budget. The State’s budgetary process is explained further in NOTE 1D. to the financial statements.

The basic governmental fund financial statements can be found on pages 38 through 49 of this report while the
combining fund statements and schedules can be found on pages 132 through 191.

Proprietary Funds — Services for which the State charges customers a fee are generally reported in proprietary
funds. Financial statements for the proprietary funds, which are classified as enterprise funds, provide both long-
and short-term financial information. Like the government-wide financial statements, the State prepares the pro-
prietary fund financial statements applying the accrual basis of accounting and an economic resources focus.
The eight enterprise funds, all of which are considered to be major funds, are the same as the State’s business-
type activities reported in the government-wide financial statements, but the proprietary fund financial statements
provide more detail and additional information, such as information on cash flows. The basic proprietary fund fi-
nancial statements can be found on pages 50 through 57 of this report.
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Fiduciary Funds — The State is the trustee, or fiduciary, for assets that — because of a trust arrangement — can
only be used for the trust beneficiaries. The State is responsible for ensuring the assets reported in these funds
are used for their intended purposes. All of the State’s fiduciary activities are reported in a separate statement of
fiduciary net assets and a statement of changes in fiduciary net assets. The State excludes the State Highway
Patrol Retirement System Pension Trust Fund, Variable College Savings Plan Private-Purpose Trust Fund, STAR
Ohio Investment Trust Fund, and the agency funds from its government-wide financial statements because the
State cannot use these assets to finance its operations. The basic fiduciary fund financial statements can be
found on pages 58 through 61 of this report.

FINANCIAL ANALYSIS OF THE STATE AS A WHOLE

Net Assets. During fiscal year 2004, as shown in the table on the following page, the combined net assets of the
State’s primary government increased $333.4 million or 1.80 percent. Net assets reported for governmental ac-
tivities increased $546.2 million or 3.26 percent and business-type activities decreased $212.8 million or 11.94
percent.

Condensed financial information derived from the Statement of Net Assets for the primary government follows.

Primary Government
Statement of Net Assets
As of June 30, 2004
With Comparatives as of June 30, 2003 (as restated)
(dollars in thousands)

As of June 30, 2004 As of June 30, 2003
Govern- Business- Total Govern- Business- Total
mental Type Primary mental Type Primary
Activities Activities Government Activities Activities Government
Assets:
Current and Other Noncurrent Assets............. $12,172,731  $23,832,701 $36,005,432 $10,416,761 $24,213,259  $34,630,020
Capital ASSEtS......c.ccveeiiieiiieeecie e 22,946,964 183,801 23,130,765 22,368,509 211,908 22,580,417
Total ASSEtS...cveviieeceie e 35,119,695 24,016,502 59,136,197 32,785,270 24,425,167 57,210,437
Liabilities:
Current and Other Liabilities .............c.cccee... 7,296,528 3,452,725 10,749,253 6,101,273 3,836,997 9,938,270
Noncurrent Liabilities 10,499,232 18,994,111 29,493,343 9,906,250 18,805,672 28,711,922
Total Liabilities.........ccccoeeeeeiiiiiiieccieens 17,795,760 22,446,836 40,242,596 16,007,523 22,642,669 38,650,192
Net Assets:
Invested in Capital Assets,

Net of Related Debt............cccveeeiiieenennn, 19,868,078 5,873 19,873,951 19,261,553 19,827 19,281,380
Restricted........cccccoveevee e, 1,888,728 1,787,404 3,676,132 1,870,890 2,026,857 3,897,747
Unrestricted/(Deficits) (4,432,871) (223,611) (4,656,482) (4,354,696) (264,186) (4,618,882)

Total Net ASSets .....ccevveeieeeiiie e $17,323,935 $ 1,569,666 $18,893,601 $16,777,747 $ 1,782,498 $18,560,245

As of June 30, 2004, the primary government’s investment in capital assets (i.e., land, buildings, land improve-
ments, machinery and equipment, vehicles, infrastructure, and construction-in-progress), less related outstanding
debt, was $19.87 billion. Restricted net assets were approximately $3.68 billion, resulting in a $4.66 billion deficit.
Net assets are restricted when constraints on their use are 1.) externally imposed by creditors, grantors, contribu-
tors, or laws or regulations of other governments or 2.) legally imposed through constitutional or enabling legisla-
tion. Unrestricted net assets consist of net assets that do not meet the definition of “restricted” or “invested in
capital assets, net of related debt.”

The government-wide Statement of Net Assets reflects a $4.43 billion deficit for governmental activities. The
State of Ohio, like many other state governments, issues general and special obligation debt, the proceeds of
which benefit local governments and component units. The proceeds are used to build facilities for public-
assisted colleges and universities and local school districts and finance infrastructure improvements for local gov-
ernments. The policy of selling general obligation and special obligation bonds for these purposes has been the
practice for many years. Of the $9.33 billion of outstanding general obligation and special obligation debt at June
30, 2004, $5.71 billion is attributable to debt issued for state assistance to component units (School Facilities
Commission and the colleges and universities) and local governments. The balance sheets of component unit
and local government recipients reflect ownership of the related constructed capital assets without the burden of
recording the debt. Unspent proceeds related to these bond issuances are included on the Statement of Net As-
sets as restricted net assets. By issuing such debt, the State is left to reflect significant liabilities without the
benefit of recording the capital assets constructed with the proceeds from the debt issuances.
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Additionally, as of June 30, 2004, the State’s governmental activities have significant unfunded liabilities for com-
pensated absences in the amount of $382.2 million (see NOTE 14A.) and a $795.7 million interfund payable due
to the workers’ compensation component of business-type activities for the State’s workers’ compensation liability
(see NOTE 7A.). These unfunded liabilities also contribute to the reported deficit for governmental activities.

Condensed financial information derived from the Statement of Activities, which reports how the net assets of the
State’s primary government changed during fiscal years 2004 and 2003, follows.

Primary Government
Statement of Activities
For the Fiscal Year Ended June 30, 2004
With Comparatives for the Fiscal Year Ended June 30, 2003 (as restated)
(dollars in thousands)

Fiscal Year 2004 Fiscal Year 2003
Govern- Business- Total Govern- Business- Total
mental Type Primary mental Type Primary
Activities Activities Government Activities Activities Government
Program Revenues:
Charges for Services, Fees,
Fines and Forfeitures...........ccccceoviininninnne $ 2,529,150 $4,997,160 $ 7,526,310 $ 2,176,902 $4,989,469 $ 7,166,371
Operating Grants, Contributions &
Restricted Investment Income/(Loss).......... 12,945,972 2,455,783 15,401,755 11,772,552 1,895,246 13,667,798
Capital Grants, Contributions &
Restricted Investment Income/(Loss).......... 890,444 332 890,776 930,497 956 931,453
Total Program Revenues.............ccccceeeennen. 16,365,566 7,453,275 23,818,841 14,879,951 6,885,671 21,765,622
General Revenues:
General TAXES ...ccccveeiueeriiiiee e 19,396,617 — 19,396,617 17,633,793 — 17,633,793
Taxes Restricted for Transportation 1,631,631 — 1,631,631 1,462,608 — 1,462,608
Tobacco Settlement........cccoceeviiiiiniiiiien. 316,799 — 316,799 345,075 — 345,075
Escheat Property .......c.cccooeiiiiiiiiiiciecece 74,268 — 74,268 43,173 — 43,173
Unrestricted Investment Income .. 18,159 622 18,781 5,285 29,726 35,011
Federal........coooiiiiiieeee e 193,033 12 193,045 193,033 44 193,077
OFher .. 1,940 — 1,940 1,802 4,822 6,624
Total General Revenues. 21,632,447 634 21,633,081 19,684,769 34,592 19,719,361
Total ReVeNUES ........ccoooeiiiieieiceee, 37,998,013 7,453,909 45,451,922 34,564,720 6,920,263 41,484,983
Expenses:
Primary, Secondary and Other Education ...... 9,190,983 — 9,190,983 8,498,696 — 8,498,696
Higher Education Support..........cccceeviereennnen. 2,495,208 — 2,495,208 2,515,379 — 2,515,379
Public Assistance and Medicaid ..................... 13,573,040 — 13,573,040 12,683,617 — 12,683,617
Health and Human Services 3,247,382 — 3,247,382 2,930,071 — 2,930,071
Justice and Public Protection.............ccccceee. 2,452,891 — 2,452,891 2,435,774 — 2,435,774
Environmental Protection and
Natural Resources 419,933 — 419,933 403,445 — 403,445
Transportation.............. 1,463,959 — 1,463,959 1,532,040 — 1,532,040
General Government 607,374 — 607,374 486,013 — 486,013
Community and Economic Development........ 821,841 — 821,841 739,814 — 739,814
Intergovernmental...........ccccoeeiiiiiiie i 3,770,780 — 3,770,780 3,675,073 — 3,675,073
Interest on Long-Term Debt
(excludes interest charged as
Program €XPENSE) .......cccveerueereeerueerireeneeenes 189,583 — 189,583 195,559 — 195,559
Workers’ Compensation ............ccceeeieeeiieeenne — 3,072,477 3,072,477 — 4,088,796 4,088,796
Lottery CommissSion .........cccevvueeieeiiieeniniicens — 1,575,279 1,575,279 — 1,523,764 1,523,764
Unemployment Compensation .... — 1,639,014 1,639,014 — 1,838,949 1,838,949
Ohio Building Authority ..........ccccciiiiiiininns — 27,524 27,524 — 30,824 30,824
Tuition Trust Authority...........cooeiiiiiiiiienn. — 118,834 118,834 — 388,469 388,469
Liquor Control ..........cveecieeeiieeciee e — 374,507 374,507 — 354,547 354,547
Underground Parking Garage.............ccccceu.e.. — 2,199 2,199 — 2,515 2,515
Office of Auditor of State...........ccccoceiiiiiins — 75,758 75,758 — 84,087 84,087
Total EXPENSES......coveieiiiiiieiiecieeieeienn 38,232,974 6,885,592 45,118,566 36,095,481 8,311,951 44,407,432
Surplus/(Deficiency) Before
Special Items & Transfers .........c.ccccovvieene (234,961) 568,317 333,356 (1,530,761) (1,391,688) (2,922,449)
Special fems ......cccooviiiiie — — — — 11 11
Transfers-Internal Activities ..........cccccceieeee 781,149 (781,149) — 755,855 (755,855) —
Change in Net Assets .........ccocceeiieiiiiieenieane 546,188 (212,832) 333,356 (774,906) (2,147,532) (2,922,438)
Net Assets, July 1 (as restated) 16,777,747 1,782,498 18,560,245 17,552,653 3,930,030 21,482,683
Net Assets, June 30........ccceeriiiiiiiiiiiieiicee $17,323,935 $1,569,666 $18,893,601 $16,777,747 $1,782,498  $18,560,245
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Governmental Activities

The $546.2 million increase in net assets during fiscal year 2004 primarily resulted from higher-than-expected
personal income tax collections for the year, executive-ordered spending reductions in March 2004 totaling $100
million, and an additional $150 million in expected lapses that revised current spending estimates for the year
downward. Effective July 2003, the State raised the sales and use tax rate by one cent to six percent. The tax
increase, in combination with other general tax revenues, federal reimbursements for eligible program costs, and
transfers from the State’s business-type activities, more than adequately offset spending increases over fiscal
year 2003 largely in the Primary, Secondary and Other Education and the Public Assistance and Medicaid func-
tions. Increased spending in the State’s largest public assistance-related program, Medicaid, most likely resulted

from increases in health care costs and the continuation of a slowdown in the economy.

The following chart illustrates revenue sources of governmental activities as percentages of total revenues re-

ported for the fiscal year ended June 30, 2004.

Governmental Activities — Sources of Revenue
Fiscal Year 2004
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Total FY 04 Revenue for Governmental Activities = $38.0 Billion

The following chart illustrates expenses by program of governmental activities as percentages of total program

expenses reported for the fiscal year ended June 30, 2004.

Governmental Activities — Expenses by Program
Fiscal Year 2004
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Total FY 04 Program Expenses for Governmental Activities = $38.2 Billion
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The following tables present the total expenses and net cost of each of the State’s governmental programs for the
fiscal years ended June 30, 2004 and 2003. The net cost (total program expenses less revenues generated by
the program) represents the financial burden that was placed on the State’s taxpayers by each of these programs;
costs not covered by program revenues are essentially funded with the State’s general revenues, which are pri-
marily comprised of taxes, tobacco settlement revenue, escheat property, unrestricted investment income, and
unrestricted federal revenue.

Program Expenses and Net Costs of Governmental Activities by Program
For the Fiscal Year Ended June 30, 2004
With Comparatives for the Fiscal Year Ended June 30, 2003 (as restated)
(dollars in thousands)

For the Fiscal Year Ended June 30, 2004

Net Cost as
Net Cost as Percentage
Percentage of Total
of Total Expenses —
Program Net Cost Expenses for All
Program Expenses of Program Program Programs
Primary, Secondary
and Other Education ............................ $ 9,190,983 $ 7,738,890 84.2% 20.2%
Higher Education Support..........cc.cuee.. 2,495,208 2,475,475 99.2 6.5
Public Assistance and Medicaid.............. 13,573,040 3,936,213 29.0 10.3
Health and Human Services ................... 3,247,382 1,265,232 39.0 3.3
Justice and Public Protection.................. 2,452,891 1,415,166 57.7 3.7
Environmental Protection
and Natural Resources......................... 419,933 167,008 39.8 04
Transportation..........cccceeeveeciiieeeiee e, 1,463,959 509,473 34.8 1.3
General Government............cccoovvveeeeeee.n. 607,374 191,603 315 0.5
Community and Economic
Development ... 821,841 207,985 25.3 0.6
Intergovernmental ...............cccoi. 3,770,780 3,770,780 100.0 9.9
Interest on Long-Term Debt.................... 189,583 189,583 100.0 0.5
Total Governmental Activities ................. $38,232,974 $21,867,408 57.2 57.2%
For the Fiscal Year Ended June 30, 2003
Net Cost as
Net Cost as Percentage
Percentage of Total
of Total Expenses —
Program Net Cost Expenses for All
Program Expenses of Program Program Programs
Primary, Secondary
and Other Education ............................ $ 8,498,696 $ 7,234,432 85.1% 20.0%
Higher Education Support....................... 2,515,379 2,491,806 99.1 6.9
Public Assistance and Medicaid.............. 12,683,617 3,937,383 31.0 10.9
Health and Human Services ................... 2,930,071 1,164,789 39.8 3.2
Justice and Public Protection.................. 2,435,774 1,584,283 65.0 4.4
Environmental Protection
and Natural Resources...........cccoceeeunnee. 403,445 179,562 44.5 0.5
Transportation..........cccceeeeeeeeeeee, 1,532,040 515,201 33.6 1.4
General Government.............ccoovvvveeeeee... 486,013 77,450 15.9 0.2
Community and Economic
Development .........cccccveeiiiiiiinieees 739,814 159,992 21.6 0.5
Intergovernmental ............cccocoeeeiiiiinnn 3,675,073 3,675,073 100.0 10.2
Interest on Long-Term Debt.................... 195,559 195,559 100.0 0.6
Total Governmental Activities ................. $36,095,481 $21,215,530 58.8 58.8%

Business-Type Activities

The State’s enterprise funds reported net assets of $1.57 billion, as of June 30, 2004, as compared to $1.78 bil-
lion in net assets, as of June 30, 2003. Contributing to the overall decline in business-type activities was the Un-
employment Compensation Fund, which reported net assets of $809 million, as of June 30, 2004, as compared to
$1.29 billion, a 37.1 percent decrease since June 30, 2003. The Lottery Commission Fund posted a $77.3 million
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or 38.5 percent reduction in net assets during fiscal year 2004 when the fund reported net assets of $123.5 mil-
lion, as of June 30, 2004. The Workers’ Compensation Fund, however, reported net assets of $860.8 million, as
of June 30, 2004, as compared to $552.4 million in net assets, as of June 30, 2003, a 55.8 percent increase.
The chart below compares program expenses and program revenues for business-type activities.

Business-Type Activities — Expenses and Program Revenues
Fiscal Year 2004
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FINANCIAL ANALYSIS OF THE STATE’S FUNDS
The State uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmental Funds
Governmental funds reported the following results, as of and for the fiscal years ended June 30, 2004 and June
30, 2003 (dollars in thousands).

Nonmajor
Other Govern- Total
General Major mental Governmental
As of and for the Fiscal Year Ended June 30, 2004: Fund Funds Funds Funds
Unreserved/Undesignated
Fund Balance (Deficit)..........ccceeeviiiiiiiineiiiieens $ — $(2,184,137) $ 443,440 $(1,740,697)
Designated Fund Balance................euveveviveeeeeeeenenns 97,748 — 6,584 104,332
Total Fund Balance ..........ccoocveeeviieee i 735,836 690,876 2,805,192 4,231,904
Total REVENUES ... 24,100,293 10,300,523 3,354,568 37,755,384
Total EXpenditures ..........ccoeeiieeeeiiiee e 23,696,836 10,479,377 5,411,537 39,587,750
As of and for the Fiscal Year Ended June 30, 2003
(as restated):
Unreserved/Undesignated
Fund Balance (DefiCit) ........cccceriiiiiiiiiineiiieens $ (364,851) $ (1,837,828) $ 393,979 $ (1,808,700)
Designated Fund Balance.............cccocceveiiiiecnnnnenn. — — 3,941 3,941
Total Fund Balance ..........c.ccccveeeeiieeicieee e 192,787 762,870 2,660,290 3,615,947
Total REVENUES .......eeviiiiiiiiiieeee e 21,748,682 9,757,471 3,115,188 34,621,341
Total EXpenditures ..........cceoiiveeviieee i 22,428,880 10,135,171 5,122,383 37,686,434

General Fund

Fund balance for the General Fund, the main operating fund of the State, had increased by $543 million during
the current fiscal year. Key factors for the increase were higher personal income tax and sales tax collections
resulting from an expansion in the economy and a temporary increase (effective through June 30, 2005) in the
sales and use tax rate by one cent to six percent, and from increased federal receipts due to a temporary in-
crease in the reimbursement percentage under the federal Medicaid Program. These increases in revenues out-
paced mandated spending increases in the Medicaid Program and increased spending for primary and secondary
education.
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General Fund Budgetary Highlights

The State ended the first year of its biennial budget period on June 30, 2004 with a General Fund budgetary fund
balance (i.e., cash less encumbrances) of $934.3 million. Total budgetary sources for the General Fund (includ-
ing $617.1 million in transfers from other funds) in the amount of $25.76 billion were above final estimates by
$308.1 million or 1.2 percent during fiscal year 2004, while total tax receipts were above final estimates by $191.6
million or 1.1 percent. The State also received a $193.0 million federal grant award under the Federal Jobs and
Growth Tax Relief Reconciliation Act of 2003, which was deposited into the General Fund, and $234.7 million
from tobacco settlement revenues was transferred to the General Fund, as authorized under legislation. It was
not necessary to use any of the $180.7 million that had been designated for budget stabilization purposes at June
30, 2003 during fiscal year 2004.

The State also received the enhanced federal medical assistance percentage portion of federal Medicaid reim-
bursements allowed under the Federal Jobs and Growth Tax Relief Reconciliation Act of 2003. This allows the
State to receive reimbursement for an additional 2.95 percent of its eligible Medicaid disbursements paid during
the last quarter of fiscal year 2003 and all four quarters of fiscal year 2004. During fiscal year 2004 the State re-
ceived $368.5 million under this program. Temporary legislation requires that $18.6 million and $90.9 million of
this money be spent to pay eligible Medicaid claims during fiscal years 2004 and 2005, respectively. The remain-
der may be spent at the discretion of the State.

The State undertook several revenue enhancement actions in fiscal year 2003 that took effect in fiscal year 2004,
including:

e A one-centincrease in the State sales tax (to six percent) for the biennium. The tax is currently set to ex-
pire June 30, 2005.

e Expansion of the sales tax base to include dry-cleaning/laundry services, towing, personal care and other
services, and satellite television. (The inclusion of satellite television in the sales tax base is subject to a
legal challenge.)

¢ Moving local telephone companies from the public utility tax base to the corporate franchise and sales
tax.

o Elimination of the sales tax exemption for WATS and 800 telecom services coupled with the enactment of
a more limited exemption for call centers.

e Adjustments in the corporate franchise tax through the adoption of the Uniform Division of Income for Tax
Purposes Act (UDITPA) for apportionment of business income among states, and an increase in the cor-
porate alternative minimum tax.

The better-than-expected revenue picture primarily resulted from higher-than-anticipated receipts from personal
income tax which exceeded estimates by $310.2 million and more than offset lower-than-anticipated sales tax
receipts, which fell below estimates by $104.4 million.

Total budgetary uses for the General Fund (including $144 million in transfers to other funds) in the amount of
$25.77 billion were below final estimates by $226.3 million or .9 percent for fiscal year 2004.

Based on regular monthly monitoring of revenues and expenditures, OBM on March 8, 2004 announced revised
General Revenue Fund (GRF) revenue projections for fiscal years 2004 and 2005 based primarily on reduced
revenue collections from personal income taxes. The GREF is the largest, non-GAAP, budgetary-basis operating
fund included in the State’s General Fund. In response to OBM reducing its GRF revenue projection by $247.1
million (1.02%) for fiscal year 2004 and by $372.7 million (1.48%) for fiscal year 2005, the Governor on March 8
ordered fiscal year 2004 expenditure reductions of approximately $100 million, and the Office of Budget and
Management revised the current spending estimates downward to account for an additional $150 million in ex-
pected lapses.

Other Major Governmental Funds

Fund balance for the Job, Family and Other Human Services Fund, as of June 30, 2004, was a deficit in the
amount of $76.5 million, a decrease of $94.5 million since June 30, 2003. Expenditures exceeded revenues by
$109.6 million, and of this deficiency of revenues under expenditures, $15.2 million was offset by net transfers-in
received from other funds.
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Fund balance for the Education Fund, as of June 30, 2004, totaled $48.3 million, an increase of $25.8 million
since June 30, 2003. Fiscal year 2004 net transfers-in for the fund in the amount of $635.5 million was more than
enough to cover the excess of expenditures over revenues reported for the fund in the amount of $609.8 million.

Fund balance for the Highway Operating Fund, as of June 30, 2004, totaled $600.2 million, a decrease of $15.5
million (including a $946 thousand decrease in inventories) since June 30, 2003. The decline was in spite of de-
creased transportation spending of $1.78 billion for fiscal year 2004 compared with $1.91 billion during the previ-
ous fiscal year, and an increase in the fund’s revenues to $1.52 billion in fiscal year 2004 from $1.44 billion in fis-
cal year 2003. The revenue increase for this fund was due in part to a two-cent increase in the motor vehicle fuel
tax rate from 22 cents a gallon to 24 cents a gallon, effective July 1, 2003. There was a slight increase in trans-
fers-out for fiscal year 2004 of $9.1 million when compared to fiscal year 2003 results.

Fund balance for the Revenue Distribution Fund, as of June 30, 2004, totaled $118.8 million, an increase of $12.2
million since June 30, 2003. Fiscal year 2004 net transfers-out to other governmental funds of $790 million were
lower than the $825.9 million net transfers-out reported for fiscal year 2003, thus causing the increase in fund bal-
ance.

Proprietary Funds
The State’s proprietary funds provide the same type of information found in the government-wide financial state-
ments, but in more detail.

For the Workers’ Compensation Fund, the $308.4 million increase in net assets was primarily due to an increase
in investment income of approximately $674.5 million. The Bureau of Worker's Compensation experienced net
investment income of $1.25 billion, compared to net investment income of $575.4 million reported in the previous
fiscal year. The increase in net investment income was primarily attributable to an increase of $804 million in the
fair value of the investment portfolio in fiscal year 2004 compared to a $43 million increase in fair value during
fiscal year 2003.

Workers’ compensation benefits and claims expenses exceeded premium and assessment income by $422.4
million in fiscal year 2004 as compared with $1.19 billion in fiscal year 2003.

Net assets were reduced by premium dividend reductions and refunds expenses of $415.5 million during fiscal
year 2004 as compared to a $640.6 million reduction in fiscal year 2003. The Workers Compensation Oversight
Commission approved a one-time 20-percent premium reduction for Ohio private employers for the policy period,
July 1, 2003 through December 31, 2003, and an additional 20-percent premium reduction was approved for the
policy period January 1, 2004 through June 30, 2004.

Workers’ compensation benefits and claims expense were $2.55 billion in fiscal year 2004 as compared to $3.36
billion in fiscal year 2003. The decrease in workers’ compensation benefits is due largely to declines in the num-
ber of newly awarded permanent total disability claims. Medical costs in fiscal year 2004 were lower than ex-
pected by nearly $80 million.

For fiscal year 2004, the Lottery Commission Fund reported $578.9 million in income before transfers of $655.6
million and $623 thousand to the Education and General funds, respectively, posting a $77.3 million dollar reduc-
tion in the fund’s net assets. For fiscal year 2003, the Lottery Commission Fund reported approximately $708.2
million in income before transfers of $641.4 million and $189 thousand to the Education and General funds, re-
spectively, posting a $66.6 million gain in the fund’s net assets.

Unemployment benefits and claims expenses of $1.63 billion exceeded total operating and nonoperating reve-
nues by approximately $457.9 million for the Unemployment Compensation Fund. As a result of the decline in the
asset balance on deposit with the federal government relative to employer contributions during fiscal year 2004,
investment income for the fund was $53.3 million, down $40.3 million or 43.1 percent from fiscal year 2003. As of
June 30, 2004, the deposit with federal government was reported at $711.0 million, as compared with $1.19 bil-
lion, as of June 30, 2003, a 40.3 percent decline. Premium and assessment income reported for fiscal year 2004
in the amount of $847.6 million increased by $96.6 million, while federal government revenue in the amount of
$224.4 million decreased by $116.2 million when compared to fiscal year 2003. For calendar year 2003, Ohio’s
annualized average monthly unemployment rate 6.1 percent versus 5.7 percent during the previous calendar
year, according to the Ohio Department of Job and Family Services.

For fiscal year 2004, the Tuition Trust Authority Fund reduced its deficit by $29.6 million or 9.3 percent. The defi-
cit reduction was primarily due to an increase in investment income of $79.9 million and a decrease in benefits
and claims expenses of $270.2 million. The investment income for the Authority was $109 million in fiscal year
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2004 as compared to $29.1 million in fiscal year 2003. The increase in investment income was primarily attribut-
able to improving market values of securities held by the Authority. Tuition benefit expense was $111.0 million in
fiscal year 2004, as compared to $381.2 million in fiscal year 2003. The decrease in the tuition benefits expense
was a result of more modest growth during fiscal year 2004 and the slower estimated increase in the projected
future tuition growth due to the suspension of sales in the Guaranteed Savings Program. While the increase in
investment income and the reduction in the benefits claims expenses contributed to the reduction in the Author-
ity’s deficit for fiscal year 2004, tuition unit sales decreased by $71.2 million or 64.4 percent. The reduction in unit
sales is attributable to the suspension of sales in the Guaranteed Savings Program.

The Liquor Control Fund reported a net gain of $1.1 million after transferring $118 million to the General Fund and
$26.6 million to other governmental funds.

In fiscal year 2004, transfers from proprietary funds to governmental funds totaled $830.3 million, up $3.8 million
or .5 percent when compared to the $826.5 million in transfers-out reported in fiscal year 2003.

Capital Asset and Debt Administration

Capital Assets
As of June 30, 2004 and June 30, 2003, the State had invested $23.13 billion and $22.58 billion, net of accumu-
lated depreciation of $1.99 billion and $1.86 billion, respectively, in a broad range of capital assets, as detailed in
the table below.

Capital Assets, Net of Accumulated Depreciation
As of June 30, 2004
With Comparatives as of June 30, 2003
(dollars in thousands)

As of June 30, 2004 As of June 30, 2003
Govern- Govern-
mental Business-Type mental Business-Type
Activities Activities Total Activities Activities Total
Land ..o $ 1,573,861 $ 12,631 $ 1,586,492 $ 1,530,958 $ 12,631 $ 1,543,589
Buildings......coovieiienieiieeeeeee 2,016,005 133,763 2,149,768 1,895,700 141,111 2,036,811
Land Improvements ............cccccvenne 143,262 17 143,279 110,112 18 110,130
Machinery and Equipment 141,704 34,928 176,632 141,766 54,799 196,565
VENICIES. ...ttt 125,976 2,462 128,438 125,321 2,393 127,714
Infrastructure:
Highway Network:
General Subsystem ..........ccoccoviiiiiiiieeneene 8,232,748 — 8,232,748 8,059,076 — 8,059,076
Priority Subsystem 6,707,733 — 6,707,733 6,570,628 — 6,570,628
Bridge Network .........cccccoveeieeiieiiieie e 2,287,175 — 2,287,175 2,255,567 — 2,255,567
Parks, Recreation, and
Natural Resources System............ccoceevueenne 23,424 — 23,424 17,836 — 17,836
21,251,888 183,801 21,435,689 20,706,964 210,952 20,917,916
Construction-in-Progress ..........cccceeeviveeeniieeenne 1,695,076 — 1,695,076 1,661,545 956 1,662,501

Total Capital Assets, Net $22,946,964 $183,801  $23,130,765  $22,368,509 $211,908 $22,580,417

During fiscal year 2004, the State recognized $179.5 million in annual depreciation expense relative to its general
governmental capital assets as compared with $156.2 million in depreciation expense recognized in fiscal year
2003.

Additionally, the State completed construction on a variety of projects at various state facilities during fiscal year
2004 totaling approximately $615.6 million, as compared with $435 million in the previous fiscal year. The total
increase in the State’s capital assets, net of accumulated depreciation, for the current fiscal year was 2.44 percent
(a 2.6 percent increase for governmental activities and a 13.3 percent decrease for business-type activities). As
further detailed in NOTE 19D. of the notes to the financial statements, the State had $226.2 million in major con-
struction commitments (unrelated to infrastructure), as of June 30, 2004, as compared with the $205.6 million bal-
ance reported for June 30, 2003.

Modified Approach

For reporting its highway and bridge infrastructure assets, the State has adopted the use of the modified ap-
proach. The modified approach allows a government not to report depreciation expense for eligible infrastructure
assets if the government manages the eligible infrastructure assets using an asset management system that pos-
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sesses certain characteristics and the government can document that the eligible infrastructure assets are being
preserved approximately at (or above) a condition level it sets (and discloses). Under the modified approach, the
State is required to expense all spending (i.e., preservation and maintenance costs) on infrastructure assets ex-
cept for additions and improvements. Infrastructure assets accounted for using the modified approach include
approximately 42,471 in lane miles of highway (12,225 in lane miles for the priority highway subsystem and
30,246 in lane miles for the general highway subsystem) and approximately 82.3 million square feet of deck area
that comprises more than 12,000 bridges for which the State has the responsibility for ongoing maintenance.

Ohio accounts for its pavement network in two subsystems: Priority, which comprises interstate highways, free-
ways, and multi-lane portions of the National Highway System, and General, which comprises two-lane routes
outside of cities. It is the State’s goal to allow no more than 25 percent of the total lane-miles reported for each of
the priority and general subsystems, respectively, to be classified with a “poor” condition rating. The most recent
condition assessment, completed by the Ohio Department of Transportation for calendar year 2003, indicates that
only 3.9 percent and 1.1 percent of the priority and general subsystems, respectively, were assigned a “poor”
condition rating. For calendar year 2002, only 3.1 percent and 1.8 percent of the priority and general subsystems,
respectively, were assigned a “poor” condition rating.

For the bridge network, it is the State’s intention to allow no more than 15 percent of the total number of square
feet of deck area to be in “fair” or “poor” condition. The most recent condition assessment, completed by the
Ohio Department of Transportation for calendar year 2003, indicates that only 2.7 percent and .02 percent of the
number of square feet of bridge deck area were considered to be in “fair” and “poor” conditions, respectively. For
calendar year 2002, only 3.0 percent and .01 percent of the number of square feet of bridge deck area were con-
sidered to be in “fair” and “poor” conditions, respectively.

For fiscal year 2004, total actual maintenance and preservation costs for the priority and general subsystems
were $273.3 million and $227.4 million, respectively, compared to estimated costs of $195.3 million for the priority
system and $133.2 million for the general system, while total actual maintenance and preservation costs for the
bridge network was $208.4 million compared to estimated costs of $147.8 million. For the previous fiscal year,
total actual maintenance and preservation costs for the priority and general subsystems were $273.8 million and
$209.5 million, respectively, compared to estimated costs of $243.7 million for the priority system and $135.1 mil-
lion for the general system, while total actual maintenance and preservation costs for the bridge network was
$229.1 million compared to estimated costs of $180.4 million.

More detailed information on the State’s capital assets can be found in NOTE 8 to the financial statements and in
the Required Supplementary Information section of the report.

Debt — Bonds and Notes Payable and Certificates of Participation Obligations
As of June 30, 2004 and June 30, 2003, the State had total debt of approximately $10.10 billion and $9.32 billion,
respectively, as shown in the table below.

Bonds and Notes Payable and Certificates of Participation
As of June 30, 2004
With Comparatives as of June 30, 2003
(dollars in thousands)

As of June 30, 2004 As of June 30, 2003
Govern- Govern-
mental Business-Type mental Business-Type
Activities Activities Total Activities Activities Total
Bonds and Notes Payable:
General Obligation Bonds ................... $5,420,711 $ — $ 5,420,711 $4,603,842 $ —  $4,603,842
Revenue Bonds and Notes.................. 607,958 158,537 766,495 450,598 167,310 617,908
Special Obligation Bonds .................... 3,904,480 — 3,904,480 4,093,614 — 4,093,614
Certificates of Participation..................... 6,480 — 6,480 7,370 — 7,370
Total Debt.......cooeiiii $9,939,629 $158,537  $10,098,166 $9,155,424 $167,310 $9,322,734

The State’s general obligation bonds are backed by its full faith and credit. Revenue bonds issued by the State,
including the Ohio Building Authority (OBA), a blended component unit of the State, are secured with revenues
pledged for the retirement of debt principal and the payment of interest. Special obligation bonds issued by the
State and the OBA are supported with lease payments from tenants of facilities constructed with the proceeds
from the bond issuances. Under certificate of participation (COPs) financing arrangements, the State is required
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to make rental payments (subject to appropriations) that approximate interest and principal payments made by
trustees to certificate holders.

During fiscal year 2004, the State issued at par $1.22 billion in general obligation bonds, $221.1 million in revenue
bonds, and $389.9 million in special obligation bonds. Of the general obligation bonds, revenue bonds, and spe-
cial obligation bonds issued at par, $125.2 million, $7.4 million, and $122.1 million, respectively, were refunding
bonds. The total increase in the State’s debt obligations for the current fiscal year, as based on carrying amount,
was 8.3 percent (an 8.6 percent increase for governmental activities and a 5.2 percent decrease for business-type
activities).

Credit Ratings

Onhio’s credit ratings for general obligation debt are Aa1 by Moody’s Investors Service, Inc. (Moody’s) and AA+ by
Fitch Inc. (Fitch). Standard & Poor’s Ratings Services (S&P) rates the State’s general obligation debt AA+, ex-
cept for Highway Capital Improvement Obligations, which are rated AAA.

For state obligations, which the Ohio Building Authority and the Treasurer of State issue and General Revenue
Fund appropriations secure, Moody’s rating is Aa2 while S&P and Fitch rate these bonds AA.

On November 8, 2004, Moody's changed its credit outlook on the State from "negative" to "stable." On July 9,
2003, S&P changed its credit outlook on the State from "negative" to "stable." The changes in outlook to "stable"
do not constitute a rating change, but reflect an assessment by that particular rating agency that a change in the
rating is not expected in the near term.

Limitations on Debt

A 1999 amendment to the Ohio Constitution provides an annual debt service “cap” on general obligation bonds
and other direct obligations payable from the General Revenue Fund (GRF) or net state lottery proceeds. Gener-
ally, such bonds may not be issued if the future fiscal year debt service on the new bonds and previously issued
bonds exceeds five percent of total estimated GRF revenues plus net state lottery proceeds during the fiscal year
of issuance. Application of the cap may be waived in a particular instance by a three-fifths vote of each house of
the General Assembly and may be changed by future constitutional amendments. Direct obligations of the State
include, for example, special obligation bonds issued by the Ohio Building Authority and the Treasurer of State
that are paid from GRF appropriations, but exclude bonds such as highway bonds that are paid from highway
user receipts.

More detailed information on the State’s long-term debt, including changes during the year, can be found in
NOTES 10 through 13 and NOTE 15 of the financial statements.

Conditions Expected to Affect Future Operations

As of the end of October, the national economy has pulled out of the mid-year soft patch, and is moving ahead on
the back of a strong showing by consumer spending and a large increase in business equipment spending. Ana-
lysts expect the same or faster growth in the current quarter.

The forecast for the State of Ohio’s economy is for a continuing, moderate economic recovery with moderate im-
provements in Ohio’s labor markets. Growth in wages and salaries, which are a key determinant of revenue from
income taxes and has an important effect on revenue from the sales and use tax, grew at an annualized rate of
6.4 percent for the first quarter of 2004. Through the end of October, actual tax revenues and disbursements for
the GREF for fiscal year 2005 have been consistent with the Office of Budget and Management’s projections.

The Ohio Constitution prohibits the State from borrowing money to fund operating expenditures in the General
Revenue Fund (GRF). Therefore, by law, the GRF’s budget must be balanced so that appropriations do not ex-
ceed available cash receipts and cash balances for the current fiscal year.

The GRF appropriations bill for the fiscal year 2004-05 biennium (beginning July 1, 2003) was passed by the
General Assembly on June 19, 2003 and promptly signed (with selective vetoes) by the Governor June 26. Nec-
essary GRF debt service and lease-rental appropriations (for special obligation debt) for the entire biennium were
requested in the Governor’'s proposed budget, incorporated in the related appropriations bill as introduced and in
the bill's versions as passed by the House and the Senate, and in the Act as passed and signed. (The same is
true for the separate Department of Transportation (DOT) and Bureau of Workers’ Compensation (BWC) appro-
priations acts containing lease-rental appropriations for certain Ohio Building Authority-financed projects at DOT,
BWC, and the Department of Public Safety.)

30



The Act provides for total GRF biennial expenditures of approximately $48.8 billion. Those authorized GRF ex-
penditures for fiscal year 2005 are approximately 3.5 percent higher than for fiscal year 2004. The following are
examples of increases in authorized GRF biennial expenditures compared with actual fiscal year 2002-03 expen-
ditures in major program categories: primary and secondary education-5.1 percent; higher education-4.4 percent;
mental health and mental retardation-4.1 percent; Medicaid-19.9 percent; and adult and juvenile corrections-5.7
percent.

The above expenditure levels reflect among other expenditure controls in the Act: Medicaid cost containment
measures including pharmacy cost management initiatives, limited expenditure growth for institutional services
and implementation of managed care for higher-cost populations; continued phase-out of certain tangible per-
sonal property tax relief payments to local governments; the closing by consolidation of three institutional facilities
during the biennium; adjustments in eligibility guidelines for subsidized child care from 185 percent to 150 percent
of the federal poverty level, and freezing certain reimbursement rates; no compensation increases for most state
employees in fiscal year 2004 and limited one-time increases in fiscal year 2005; and continued limitation on local
government assistance fund distributions to most subdivisions and local libraries to the lesser of the equivalent
monthly payments in fiscal years 2000 and 2001 or the amount that would have been distributed under the stan-
dard formula.

On July 1, 2004, the Governor ordered fiscal year 2005 expenditure cuts of approximately $118 million in addition
to a reduction of $50 million in state spending on Medicaid reflecting an increased federal share of certain Medi-
caid services. Those annualized reductions are one percent for corrections, youth services, mental health, and
mental retardation and developmental disabilities; and four percent in fiscal year 2004 and six percent in fiscal
year 2005 for other departments and agencies. Expressly excluded from those reductions are debt service and
lease rental payments relating to state obligations, state basic aid to elementary and secondary education, in-
structional subsidies and scholarships for public higher education, in-home care for seniors, and certain job crea-
tion programs. The balance of those revenue reductions have been and will be offset by GRF expenditure lapses
and, for fiscal year 2005, elimination of an anticipated $100 million year-end set-aside for budget stabilization pur-
poses, while maintaining a year-end GRF fund balance at June 30, 2005 equal to one-half percent of total reve-
nues and transfers-in reported for this budgetary fund during fiscal year 2004.

Contacting the Ohio Office of Budget and Management

This financial report is designed to provide the State’s citizens, taxpayers, customers, and investors and creditors
with a general overview of the State’s finances and to demonstrate the State’s accountability for the money it re-
ceives. Questions regarding any of the information provided in this report or requests for additional financial in-
formation should be addressed to the Ohio Office of Budget and Management, Financial Reporting Section, 30

East Broad Street, 34™ Floor, Columbus, Ohio 43215-3457 or by e-mail at obom@obm.state.oh.us.
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STATE OF OHIO

STATEMENT OF NET ASSETS
JUNE 30, 2004

(dollars in thousands)

ASSETS:

Cash Equity with Treasurer...........c.cccecveenne.
Cash and Cash Equivalents..............cccuueee...
INVESTMENES....c.viiiiiiiiieeiee e
Collateral on Lent Securities............cccceeeenn.

PRIMARY GOVERNMENT

Deposit with Federal Government.................
Taxes Receivable........cccccvveeeeeiiiiiiiii,
Intergovernmental Receivable.....................

Premiums and

Assessments Receivable.................c.ooe.
Investment Trade Receivable......................
Loans Receivable, Nét.........ccccooeevvvvvivrnnnnnn.
Receivable from Primary Government........

Other Receivables
INVentories..........cccevvvvvveennn...

Other ASSEtS.......cooovviiiiiiieeeee e,

Restricted Assets:

Cash and Cash Equivalents....................
INVeSIMENLS.......couoeiiiii e
Loans Receivable, Net.........cvvvveveveeenennn..

Capital Assets Being Depreciated, Net

Capital Assets Not Being Depreciated........
TOTAL ASSETS....cooiiiiiieeeee

LIABILITIES:

Accounts Payable............ccccooeiiiiiiiiiiinnns
Accrued Liabilities...........ccooveeiiiiiniiccineenn
Medicaid Claims Payable..............cccccoenee.
Obligations Under Securities Lending.........
Investment Trade Payable.............cccccoeenee.
Intergovernmental Payable.........................
Internal Balances..........ccococveviiiiiiiceniieene
Payable to Component Units.......................

Unearned Revenue

Benefits Payable..........cccccoiiiiiiiiiee
Refund and Other Liabilities...............c.occ....

Noncurrent Liabilities:
Bonds and Notes Payable:

DUein ONe Year.....ccccoeeeeeeveeeiiiiiiieeeeeees
Due in More Than One Year....................

Certificates of Participation:

DUE IN ONE YEAr&...ccccooiieeieeiiiviiiiieeeee e
Due in More Than One Year....................

Other Noncurrent Liabilities:

DUeIiN ONE Year.....cccooeeeeeeeeeeiiiiiiieeeeeees
Due in More Than One Year....................

TOTAL LIABILITIES.......cccoiiiiiiieee

GOVERNMENTAL BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITIES TOTAL UNITS
$ 5107379 $ 50,295 $  5157,674 $ 388,266
94,120 1,716,627 1,810,747 730,630
742,645 14,973,939 15,716,584 5,189,911
2,108,403 2,673,153 4,781,556 153,934
— 711,038 711,038 -
1,076,897 — 1,076,897 —
1,508,497 4,828 1,513,325 46,022
— 1,410,658 1,410,658 —
— 350,491 350,491 —
907,439 — 907,439 249,326
— — — 47,879
518,257 318,045 836,302 746,130
45,218 33,304 78,522 50,013
63,876 14,602 78,478 407,986
— 1,768 1,768 121,243
— 1,573,953 1,573,953 1,260,909
— — — 2,683,771
2,394,839 171,170 2,566,009 5,905,188
20,552,125 12,631 20,564,756 1,206,072
35,119,695 24,016,502 59,136,197 19,187,280
607,443 39,151 646,504 409,196
274,852 4,322 279,174 349,246
954,720 — 954,720 _
2,108,403 2,673,153 4,781,556 153,934
— 1,451,130 1,451,130 —
1,148,395 837 1,149,232 1,127
802,254 (802,254) — —
47,879 — 47,879 —
574,918 2,822 577,740 144,722
— 2,290 2,290 —
777,664 81,274 858,938 100,976
907,383 6,991 914,374 613,017
9,025,766 151,546 9,177,312 3,707,024
945 — 945 810
5,535 — 5,535 28,930
105,842 2,393,944 2,499,786 893,514
453,761 16,441,630 16,895,391 1,933,429
17,795,760 22,446,836 40,242,596 8,335,925

The notes to the financial statements are an integral part of this statement.
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NET ASSETS:
Invested in Capital Assets,
Net of Related Debt.............cccoooiiiiiinniis
Restricted for:
Primary, Secondary and Other Education
Transportation and Highway Safety..........
State and Local Government
Highway Construction............cccccveevuneee.
Federal Programs..........ccccceeevviiieeeee e,
Coal Research
and Development Program....................
Clean Ohio Program...........ccceevvveeenineennne
Debt Service........oooueieiiiiiiiiieieee
Intergovernmental and Capital Purposes..
Enterprise Bond Program..............ccccceeue.
Workers' Compensation
Deferred Lottery Prizes.........ccccccovviveenennn.
Unemployment Compensation..................
Ohio Building Authority............ccccceeeinnnnee.
Nonexpendable for
Colleges and Universities......................
Expendable for
Colleges and Universities......................
Unrestricted (DefiCits).......ccoovvvrvvieiiieeeniiieenns

TOTAL NET ASSETS......cccooiiiiis

GOVERNMENTAL BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITIES TOTAL UNITS
19,868,078 5,873 19,873,951 4,637,663
15,862 — 15,862 —
698,428 — 698,428 —
126,517 — 126,517 —
32,858 — 32,858 110
— — — 4,518
80,530 — 80,530 —
_ _ — 1,961,617
924,533 — 924,533 —
10,000 — 10,000 —
— 866,307 866,307 —
— 83,603 83,603 —
— 809,037 809,037 —
— 28,457 28,457 —
_ _ — 2,573,715
— — — 1,475,444
(4,432,871) (223,611) (4,656,482) 198,288
$ 17,323935 $ 1,569,666 $ 18,893,601 $ 10,851,355
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STATE OF OHIO

STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

PROGRAM REVENUES

OPERATING CAPITAL
GRANTS, GRANTS,
CHARGES CONTRIBUTIONS  CONTRIBUTIONS
FOR AND AND
SERVICES, FEES, RESTRICTED RESTRICTED NET
FINES AND INVESTMENT INVESTMENT (EXPENSE)
FUNCTIONS/PROGRAMS EXPENSES FORFEITURES INCOME/(LOSS) INCOME/(LOSS) REVENUE
PRIMARY GOVERNMENT:
GOVERNMENTAL ACTIVITIES:
Primary, Secondary
and Other Education.............cccccennnen. $ 9,190,983 $ 35932 $ 1,416,161 $ — 3 (7,738,890)
Higher Education Support ............ccceceene 2,495,208 5,722 14,011 — (2,475,475)
Public Assistance and Medicaid ............... 13,573,040 556,006 9,080,821 — (3,936,213)
Health and Human Services .................... 3,247,382 200,636 1,780,344 1,170 (1,265,232)
Justice and Public Protection ................... 2,452,891 832,787 204,566 372 (1,415,166)
Environmental Protection
and Natural Resources 419,933 169,611 83,113 201 (167,008)
Transportation ..........ccccecevveiinieiiieeies 1,463,959 20,350 46,198 887,938 (509,473)
General Government ..........c.cceeveeieeeninnne 607,374 413,028 1,980 763 (191,603)
Community and Economic
Development.........cccoovvveiiiieiciieiene 821,841 295,078 318,778 — (207,985)
Intergovernmental...........cccoveeeeieenneennnn. 3,770,780 — — — (3,770,780)
Interest on Long-Term Debt
(excludes interest charged as
Program eXpPense).........ccceereeerueesineanes 189,583 — — — (189,583)
TOTAL GOVERNMENTAL ACTIVITIES 38,232,974 2,529,150 12,945,972 890,444 (21,867,408)
BUSINESS-TYPE ACTIVITIES:
Workers' Compensation.............cccceevvenne. 3,072,477 2,138,634 1,249,889 — 316,046
Lottery Commission............ 1,575,279 2,166,512 (12,294) — 578,939
Unemployment Compensation.................. 1,639,014 61,033 1,109,081 — (468,900)
Ohio Building Authority...........ccccceveinnane. 27,524 26,385 — 99 (1,040)
Tuition Trust Authority............ccoceeeiiiniens 118,834 39,431 108,999 — 29,596
Liquor Control.........ccccceiveeiiniciiiiiee, 374,507 520,161 — 19 145,673
Underground Parking Garage................... 2,199 2,570 30 206 607
Office of Auditor of State.............ccccceeueeeee. 75,758 42,434 78 8 (33,238)
TOTAL BUSINESS-TYPE ACTIVITIES... 6,885,592 4,997,160 2,455,783 332 567,683
TOTAL PRIMARY GOVERNMENT..... $ 45,118,566 $ 7,526,310 $ 15,401,755 $ 890,776 $  (21,299,725)
COMPONENT UNITS:
School Facilities Commission................... $ 444,888 $ 1,607 $ 9591 $ — 3 (433,690)
Ohio Water Development Authority.......... 91,543 128,688 84,321 — 121,466
Ohio State University...........ccoceeerveieennnne 2,794,873 1,753,935 508,974 80,147 (451,817)
University of Cincinnati............ccccccecvevenen. 826,737 304,345 440,847 8,263 (73,282)
Other Component Units............ccccooeeveenen. 3,772,765 2,210,417 506,593 56,800 (998,955)
TOTAL COMPONENT UNITS.............. $ 7,930,806 $ 4,398,992 $ 1,550,326 $ 145210 $ (1,836,278)

The notes to the financial statements are an integral part of this statement.
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PRIMARY GOVERNMENT

GOVERNMENTAL  BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITIES TOTAL UNITS
CHANGES IN NET ASSETS:
Net EXPENSE.....cccuieiiiiiieiieeiieeieesiee e $ (21,867,408) $ 567,683 $ (21,299,725) $ (1,836,278)
General Revenues:
Taxes:
INCOME...cciiiii et 8,526,572 — 8,526,572 —
Sales... 7,915,493 — 7,915,493 —
Corporate and Public Utility 1,755,736 — 1,755,736 —
Cigarette.... 557,543 — 557,543 —
Other . .uiiiiiiie e 641,273 — 641,273 —
Restricted for Transportation Purposes:
Motor Vehicle Fuel Taxes............cc.o... 1,631,631 — 1,631,631 —
Total Taxes.....cccevveevivveeeeiieeeeinnn 21,028,248 — 21,028,248 —
Tobacco Settlement...........cccccvveevvveeeneenn. 316,799 — 316,799 —
Escheat Property.........cccooeeveeiieenienicene 74,268 — 74,268 —
Unrestricted Investment Income............... 18,159 622 18,781 370,645
State ASSIStANCE .....ccvvevvvieeciieeciee s — — — 2,548,830
Federal........cocoviiieiiiiieecee e 193,033 12 193,045 —
Other . .uiiiiiiie e 1,940 — 1,940 44,222
Contributions.. . — — — 90,618
Transfers-Internal Activities..........ccccce..... 781,149 (781,149) — —
TOTAL GENERAL REVENUES,
CONTRIBUTIONS, AND TRANSFERS... 22,413,596 (780,515) 21,633,081 3,054,315
CHANGE IN NET ASSETS.....ccccc....... 546,188 (212,832) 333,356 1,218,037
NET ASSETS, JULY 1 (as restated).. 16,777,747 1,782,498 18,560,245 9,633,318

NET ASSETS, JUNE 30........ccceeeernninns $ 17,323,935 $ 1,569,666 $ 18,893601 $ 10,851,355




STATE OF OHIO
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2004

(dollars in thousands)

MAJOR FUNDS

JOB, FAMILY
AND OTHER
GENERAL HUMAN SERVICES EDUCATION
ASSETS:
Cash Equity with Treasurer ........................ $ 1,505,364 $ 219,625 $ 57,401
Cashand Cash Equivalents . .. ..................... 14,156 7,447 491
Investments . ............ . 242,017 16,097 3,310
Collateral on Lent Securities. .. ..., .. 629,082 92,235 23,949
TaxesReceivable. . ........... .. ... ... . ... . ... ... 811,159 — —
Intergovernmental Receivable . ..................... 454,312 572,397 127,753
Loans Receivable, Net . .............. ... .......... 41,757 — 9,438
Interfund Receivable. . . ........................... 269,421 6 —
Other Receivables .......... ... ... . ... 297,374 41,059 560
INVENTONIES . . . .ot e 21,614 — —
Other ASSetS. . ..ot 16,919 1,994 4577
TOTAL ASSETS . . ... $ 4,303,175 $ 950,860 $ 227,479
LIABILITIES AND FUND BALANCES:
LIABILITIES:
AccountsPayable. . ........... ... .. .. ... . ... $ 153,398 $ 53,630 $ 10,001
Accrued Liabilities. . . ......... ... . . 99,842 11,872 1,373
Medicaid Claims Payable . ... ...................... 954,720 — —
Obligations Under Securities Lending . ............... 629,082 92,235 23,949
Intergovernmental Payable. . ....................... 286,132 231,759 70,017
Interfund Payable . . .......... ... ... . ... ... ... ... 580,085 15,251 2,696
Payable to Component Units .. ..................... 10,728 1,498 1,043
Deferred Revenue . .......... ... ... 160,128 282,324 11,759
Unearned Revenue. . . ..., — 330,740 58,335
Refund and Other Liabilities . . ...................... 686,075 8,006 —
Liability for Escheat Property . ......... ... ... ...... 7,149 — —
TOTAL LIABILITIES ... ... e 3,567,339 1,027,315 179,173
FUND BALANCES:
Reserved for:
DebtService . ....... i e — — —
ENCUMDIanCes . .... ..., 290,374 1,268,135 32,421
Noncurrent Portion of Loans Receivable. . ... ........... 39,529 — 9,170
Noncurrent Portion of Interfund Receivable. . .. .......... 265,875 — —
Loan Commitments . ... ..o i it i e e — — —
INVENONES . . o ittt e et et e e e 21,614 — —
State and Local Highway Construction . . .. ............. — — —
Federal Programs . . .........uiiiiiiinneennnnnnn. — 410 8,704
(1 1= 20,696 1,994 203
Unreserved/Designated .. ............. .. .......... 97,748 — —
Unreserved/Undesignated (Deficits):
Special Revenue FUNS . . .. ..o vt — (1,346,994) (2,192)
Capital Projects Funds . . . . ... ... ... i — — —
TOTAL FUNDBALANCES . .......... ... ... 735,836 (76,455) 48,306
TOTAL LIABILITIES AND FUND BALANCES... $ 4,303,175 $ 950,860 $ 227,479

The notes to the financial statements are an integral part of this statement.
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NONMAJOR

HIGHWAY REVENUE GOVERNMENTAL
OPERATING DISTRIBUTION FUNDS TOTAL
$ 674,454  $ 350,262 $ 2,300,273 $ 5,107,379
365 6,818 64,843 94,120
— — 481,221 742,645
272,097 141,308 949,732 2,108,403
48,302 212,641 4,795 1,076,897
85,264 — 268,771 1,508,497
55,311 — 800,933 907,439
— — 3,257 272,684
986 — 178,278 518,257
23,403 — 201 45,218
3,175 — 11,408 38,073
$ 1163357 $ 711,029 $ 5063712 $ 12,419,612
$ 134,401 $ — s 256,013 $ 607,443
19,046 — 34,576 166,709
— — — 954,720
272,097 141,308 949,732 2,108,403
1,386 356,021 203,080 1,148,395
100,045 56 376,805 1,074,938
682 — 33,928 47,879
850 16,289 253,710 725,060
34,629 8,162 143,052 574,918
— 70,389 7,624 772,094
_ _ — 7,149
563,136 592,225 2,258,520 8,187,708
— — 83,398 83,398
1,346,264 — 1,438,773 4,375,967
54,617 — 690,574 793,890
— — — 265,875
— — 103,629 103,629
23,403 — 201 45,218
— 126,517 — 126,517
— — 12,205 21,319
3,175 — 26,388 52,456
— — 6,584 104,332
(827,238) (7,713) 621,503 (1,562,634)
— — (178,063) (178,063)
600,221 118,804 2,805,192 4,231,904
$ 1163357 $ 711,029 $ 5063712 $ 12,419,612
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STATE OF OHIO

RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT OF NET ASSETS

JUNE 30, 2004
(dollars in thousands)

Total Fund Balances for Governmental FUNOS......ccoooooiiiiiiiiiiiiice e e e

Total net assets reported for governmental activities in the Statement of Net Assets is different
because:

Capital assets used in governmental activities are not financial resources, and therefore, are not
reported in the funds. Those assets consist of:

Buildings and Improvements, net of $1,205,986 accumulated depreciation.............c.ccccceeerueennne
Land Improvements, net of $126,924 accumulated depreciation.............ccoceveiiveeeniiieenieeesineeens
Machinery and Equipment, net of $300,596 accumulated depreciation..............cccocveerveenieennene
Vehicles, net of $107,789 accumulated depreCiation.............ccocveeeriieeriiie e
CONSIIUCTION-TIN-PIOGIESS. ... eettieiiitti ettt ettt ettt e e e e e et e e e e e sbbbee e e e e anbbeeeaesaanbeeeeaeeanneeaean

Some of the State's revenues are collected after year-end but are not available soon enough to
pay for the current period's (within 60 days of year-end) expenditures, and therefore, are deferred
in the funds.

TaXES RECEIVADIE. ...ttt e et e e e e et e e e e e e etbeeaa e an
Intergovernmental RECEIVADIE..............oiiiiiiii e
Other RECEIVADIES. ..... ..ottt e e et e e e et e e e e e e naae e e e anees
Other Assets - Federal CommOditieS PrOgramS. .........uoiiiiiiiiiiieiiiieeiiee et

Unamortized bond issue costs are not financial uses, and therefore, are not reported
in the funds.

The following liabilities are not due and payable in the current period, and therefore, are not
reported in the funds.

Accrued Liabilities:
INEEIESE PAYADIE. ...ttt e e et e e e e et e e e s e anaee e e aaee
Other ...ocovveriiieee
Refund and Other Liabilities. ......... e
Bonds and Notes Payable:
General OblIgation BONGS. .......ccoiiiuiiiiie ettt e et e e e e e sabb e e e e e e saabbeeeaeeanee
REVENUE BONGS. ...ttt ettt et e et e e s nn e e e aneeen
Special Obligation Bonds
Certificates Of PartiCipation............oocuiiiiiiiiiii et
Other Noncurrent Liabilities:
COMPENSALEA ADSENCES. ... .eeiiiiiieiiii ettt ettt e et e st e sab e e st e e e nnneeenibeeean
Capital Leases Payable...........ooo e
Liability fOr ESCREAL PrOPEITY.....coiuiiiiiiiie ettt

Total Net Assets of Governmental ACHIVITIES.........ooiiiviiiii e

The notes to the financial statements are an integral part of this statement.

4,231,904

17,251,080
1,573,861
2,016,005

143,262
141,704
125,976
1,695,076

22,946,964

155,129
390,414
169,807

9,710

725,060

25,803

(104,591)
(3,552)
(5,570)

(5,420,711)
(607,958)
(3,904,480)
(6,480)

(382,208)
(3,460)
(166,786)

(10,605,796)

$

17,323,935

41



STATE OF OHIO

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands) MAJOR FUNDS

JOB, FAMILY
AND OTHER
GENERAL HUMAN SERVICES EDUCATION
REVENUES:
INCOME TaAXES .« .+ o vttt e e e e e e $ 7,645,597 $ — $ —
SalES TaAXES . .ttt 7,596,254 — —
Corporate and Public Utility Taxes . . . . .......... ..., 1,381,752 — —
Motor Vehicle Fuel Taxes. . ... — — —
Cigarette TaXesS . . ..ttt e 557,532 — —
Other TaXeS . .ottt e e 580,143 4,446 —
Licenses, Permitsand Fees . . . ......... ... .. 121,953 423,731 1,139
Sales, Servicesand Charges. . . ........... ... ... 44,233 — 292
Federal Government. . . ........ . i 5,786,013 3,926,300 1,358,057
Tobacco Settlement . . ... ... — — —
Escheat Property . . ... 103,767 — —
Investment INnCome . . ... 43,029 8,593 1,354
O el . 240,020 89,638 20,061
TOTAL REVENUES . . oo i 24,100,293 4,452,708 1,380,903
EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education .................... 7,042,643 56,152 1,949,883
Higher Education Support. . . .. ... .. 2,094,674 264 23,327
Public Assistance and Medicaid . ... .............. ... ....... 9,656,641 3,960,302 —
Health and Human Services. . .. ... i 1,134,812 504,835 725
Justice and Public Protection . . . ............. ... o . 1,828,501 31,136 16,745
Environmental Protection and Natural Resources . ............. 108,268 — —
Transportation. . . .. ... ... 27,277 — —
General Government . . ...ttt 330,042 4,305 —
Community and Economic Development . .. .................. 131,895 4,204 —
INTERGOVERNMENTAL. . .. ... e e e e e e e e e e e e i 1,341,542 —_— —_—
CAPITAL OUTLAY . o e e e e e e e e s e e e e e e e e e e - 1,150 —_—
DEBT SERVICE . .. .. o e e e e e e e e e e 541 —_— —_—
TOTAL EXPENDITURES . .o 23,696,836 4,562,348 1,990,680
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . ..\ttt e e 403,457 (109,640) (609,777)
OTHER FINANCING SOURCES (USES):
Bonds Issued . ......... .. 613,000 — —
Refunding Bonds Issued. . .. ....... ... .. i — — —
Payment to Refunded Bond Escrow Agents. . ................. — — —
Bond Premiums . ... ... — — —
BoNd DiSCOUNTS. . . oo v — — —
Capital Leases .. ... 260 — 18
Transfers-in. . . ... e 543,443 24,942 667,352
Transfers-out .. ... (1,019,566) (9,776) (31,843)
TOTAL OTHER FINANCING SOURCES (USES). . . . ... .o v it 137,137 15,166 635,527
NET CHANGE IN FUND BALANCES . ... ... i e i i e 540,594 (94,474) 25,750
FUND BALANCES, JULY L (asrestated) . ... ...ovvvnenniiiinneennnn 192,787 18,019 22,556
Increase (Decrease) for Changes in Inventories ............... 2,455 — —
FUND BALANCES, JUNE 30 (DEFICITS)................ $ 735836 $ (76,455) $ 48,306

The notes to the financial statements are an integral part of this statement.
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NONMAJOR

HIGHWAY REVENUE GOVERNMENTAL
OPERATING DISTRIBUTION FUNDS TOTAL

— $ 829,717  $ 4,586 8,479,900

— 301,264 17,975 7,915,493

— 359,869 14,115 1,755,736
504,945 1,097,801 28,886 1,631,632
— — 11 557,543

— 13,200 43,485 641,274
70,447 345,990 841,031 1,804,291
2,124 — 38,898 85,547
924,943 — 1,780,053 13,775,366
— — 316,322 316,322

— — — 103,767
5,064 478 52,358 110,876
10,987 83 216,848 577,637
1,518,510 2,948,402 3,354,568 37,755,384
— — 35,585 9,084,263

— — 268,685 2,386,950

— — 320 13,617,263

— — 1,446,859 3,087,231

— — 567,199 2,443,581

— — 257,243 365,511
1,780,103 — 532 1,807,912
— — 158,888 493,235

— — 664,925 801,024

— 2,146,246 219,428 3,707,216

— — 456,968 458,118

— — 1,334,905 1,335,446
1,780,103 2,146,246 5,411,537 39,587,750
(261,593) 802,156 (2,056,969) (1,832,366)
— — 961,566 1,574,566

— — 247,297 247,297
— — (260,146) (260,146)

— — 111,270 111,270
— — (7,923) (7,923)

— — 122 400
524,896 51,094 1,434,602 3,246,329
(277,825) (841,052) (285,118) (2,465,180)
247,071 (789,958) 2,201,670 2,446,613
(14,522) 12,198 144,701 614,247
615,689 106,606 2,660,290 3,615,947
(946) — 201 1,710
600,221  $ 118,804 $ 2,805,192 4,231,904




STATE OF OHIO

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

Net Change in Fund Balances -- Total Governmental Funds............cccccceeeenine $ 614,247
Change iN INVENTOMES. .....ciiiiiiiiiee ettt e e e eaeeanes 1,710
615,957
The change in net assets reported for governmental activities in the Statement of
Activities is different because:
Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities, the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
capital outlays exceeded depreciation in the current period.
Capital Outlay EXPENCItUIES. .......veiiiiiieiiiie et 757,990
Depreciation EXPENSE. .......uii i ittt e et e e e anees (179,535)
Excess of Capital Outlay Over Depreciation EXpense. ........cccccvceveiiieeenineeenns 578,455
Debt proceeds provide current financial resources to governmental funds, but
issuing debt increases long-term liabilities in the Statement of Net Assets. In the
current period, proceeds were received from:
General Obligation BONGS. .........ooiiiiiiiiaiiiieie et e e (1,093,000)
Revenue BONdS...........ccciiiiiiiiiii (213,765)
Special Obligation BONGS...........c.eiiiiiiieiiiee e e seeeesneee e (267,801)
Refunding Bonds, including Bond Premium/Discount, Net...........c...ccevceeenene (259,521)
Premiums and Discounts, Net:
General Obligation BONAS............ccoccviiiiiiiniiii i (62,722)
REVENUE BONAS... ..ottt e e e et e e e e e e e e e eeaaaaaaas (8,594)
Special Obligation BONGS..........ccueiiiiiiiiiiieiiiee e (17,639)
Deferred RefUNTiNg LOSS......cuuiiiiiiiiiieai ittt a e 20,119
Capital LEASES. .......eeiieiiiiiecie e (400)
TOtal DEDE PrOCEEUS. ... ..o e e e e e e e e (1,903,323)
Repayment of long-term debt is reported as an expenditure in governmental
funds, but the repayment reduces long-term liabilities in the Statement of Net
Assets. In the current year, these amounts consist of:
Debt Principal Retirement and Defeasements:
General Obligation BONAS........c.coiiuiiiiiiiiiieiee e 461,345
REVENUE BONAS.........cc ot e e e ee s 60,800
Special Obligation BONGS.........cccoiiiiiiiiiaiiiee e 596,238
Certificates of PartiCipation..............coeviiiiiiiieeiie e 890
Capital Lease PayMeENTS........c.uuiiiiiiiiiiiieee ettt e e 1,828
Total Long-Term Debt Repayment...........ocvveiiiiiiiieeiiieeec e 1,121,101
Revenues in the Statement of Activities that do not provide current financial
resources are deferred in the governmental funds. Deferred revenues increased
by this amount this year. 153,575

The notes to the financial statements are an integral part of this statement.
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Some expenses reported in the Statement of Activities are not reported as
expenditures in the governmental funds. Under the modified accrual basis of

accounting used in the governmental funds, expenditures are not recognized for

transactions that are not normally paid with expendable available financial

resources. In the Statement of Activities, however

, Which is presented on the

accrual basis, expenses and liabilities are reported regardless of when financial

resources are available. In addition, interest on long-term debt is not recognized

under the modified accrual basis of accounting until due, rather than as it
accrues. This adjustment combines the changes in the following balances:

Increase in Bond Issue Costs Included in Other ASSetS........ccceeveeeeviiiivivvinnnnnn.

Increase in Accrued Interest and Other Accrued
Decrease in Payable to Component Units...........

Liabilities........ccoeeeeeeeeeeiiiinnnn.

Amortization of Bond Premiums/Accretion of Bond Discount, Net.....................

Amortization of Deferred Refunding Loss............

Decrease in Compensated Absences..................

Decrease in Refund and Other Liabilities

Decrease in Litigation Liabilities...............cccceeee..

Increase in Liability for Escheat Property

Total additional expenditures..............ccccuveeeennn.

Change in Net Assets of Governmental Activities

7,070

(8,636)
512
18,286

(18,841)
1,429
101
10,000

(29,498)
(19,577)

$

546,188
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STATE OF OHIO
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)
GENERAL FUND AND MAJOR SPECIAL REVENUE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

REVENUES:

Income Taxes .......cceeeevvnneenn.
Sales Taxes ...ccoeeeeeeeevevvvnnne,

Corporate and Public Utility TaXes ........ccccoceeviveeriveeinneen,

Motor Vehicle Fuel Taxes ....
Cigarette Taxes........cccceeeunne
Other Taxes .......ccceeeevvvvvennnee

Licenses, Permits and Fees

Sales, Services and Charges
Federal Government ............
Tobacco Settlement..............

BUDGETARY EXPENDITURES:

CURRENT OPERATING:

Primary, Secondary and Other Education .....................

Higher Education SUPPOIt .........ccocvviiiieeeniiee e
Public Assistance and Medicaid ...........cccoeeeeeeiviiiivnnnnnnn.

Health and Human Services
Justice and Public Protection

Environmental Protection and Natural Resources ........

Transportation .................
General Government .......

Community and Economic Development ......................

INTERGOVERNMENTAL. ...ttt
CAPITAL OUTLAY .............
DEBT SERVICE...................

TOTAL BUDGETARY EXPENDITURES.............ccoee..

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............

OTHER FINANCING SOURCES (USES):

Bond Proceeds ....................
Transfers-in .......ccceeeeeeeeeeees
Transfers-out ............ccceveee..

TOTAL OTHER FINANCING SOURCES (USES)..........

NET CHANGE IN FUND BALANCES............ccoiiiiiiie.
BUDGETARY FUND BALANCES

(DEFICITS), JULY 1 ............

Outstanding Encumbrances at Beginning of Fiscal Year

BUDGETARY FUND BALANCES

(DEFICITS), JUNE 30 .........

GENERAL
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
ORIGINAL FINAL ACTUAL (NEGATIVE)
$ 7,602,000 $ 7,386,700 7,696,895 $ 310,195
7,633,700 7,635,001 7,530,590 (104,411)
1,381,300 1,382,200 1,374,579 (7,621)
560,000 558,000 557,532 (468)
628,053 586,053 579,937 (6,116)
126,708 126,708 132,765 6,057
44,240 44,240 44,577 337
5,919,522 5,919,522 5,942,045 22,523
27,070 27,070 20,036 (7,034)
1,296,874 1,296,874 1,264,442 (32,432)
25,219,467 24,962,368 25,143,398 181,030
6,492,873 6,584,548 6,562,207 22,341
2,104,063 2,099,701 2,097,585 2,116
10,404,031 10,465,243 10,413,047 52,196
1,316,594 1,305,174 1,286,806 18,368
2,011,641 2,008,933 1,972,163 36,770
150,435 150,774 145,797 4,977
54,260 54,753 54,055 698
667,908 714,108 608,395 105,713
210,746 208,351 200,720 7,631
1,357,644 1,358,983 1,341,295 17,688
1,053,714 1,042,163 948,210 93,953
25,823,909  25992,731 25,630,280 362,451
(604,442)  (1,030,363) (486,882) 543,481
470,240 489,970 617,063 127,093
(7,811) (7,811) (144,006) (136,195)
462,429 482,159 473,057 (9,102)
(142,013) (548,204) (13,825) 534,379
536,953 536,953 536,953 —
411,162 411,162 411,162 —
806,102 $ 399,911 $ 934290 $ 534,379

The notes to the financial statements are an integral part of this statement.
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JOB, FAMILY AND OTHER HUMAN SERVICES EDUCATION

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
ORIGINAL FINAL ACTUAL (NEGATIVE) ORIGINAL FINAL ACTUAL (NEGATIVE)
$ — $ —
4,446 —
424,681 1,139
— 292
3,085,862 1,366,820
8,964 1,610
176,434 30,770
3,700,387 1,400,631
$ 57,504 $ 57,504 57,249 $ 255 $ 2,065,760 $ 2,154,022 2,062,571 $ 91,451
2,151 2,151 650 1,501 13,656 24,428 20,059 4,369
5,153,017 5,276,592 4,672,886 603,706 — — — —
558,260 580,106 558,282 21,824 279 1,041 781 260
61,501 65,223 37,072 28,151 27,581 29,371 19,944 9,427
2,163 2,163 2,109 54 — — — —
5,137 5,137 5,137 — — — — -
18,846 18,846 2,004 16,842 — — — —

$ 5,858,579 $ 6,007,722 5335389 $ 672,333 $ 2,107,276 $ 2,208,862 2,103,355 $ 105,507

(1,635,002) (702,724)
15 656,106

(1,595) (29)
(1,580) 656,077
(1,636,582) (46,647)
(1,266,672) (36,468)
1,461,108 79,111

$ (1,442,146) $ (4,004)

(continued)
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STATE OF OHIO

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)
GENERAL FUND AND MAJOR SPECIAL REVENUE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

(continued)
HIGHWAY OPERATING
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
ORIGINAL FINAL ACTUAL (NEGATIVE)
REVENUES:
INCOME TAXES .ooeeiieeeiiiee ettt e et e e et e e e e e s e enees $ —
SAIES TAXES .uuniiieieeieeeeeece ettt —
Corporate and Public Utility TaXes .........cccoveeviveeriieeerineen, —
Motor Vehicle Fuel Taxes ........ooovvvivieiiiiiiiie e 488,683
Cigarette TAXES.....cociiiieiiiiiierieee ettt —
Other TAXES .uuiiieiiieeeeeeecee et —
Licenses, Permits and FEES ..........ccooevvivvvvviiiiiieeeeeeeeiiiinnn, 70,470
Sales, Services and Charges ........ccccoecuveeeeeiiiiiieeeee e, 2,124
Federal GOVErNMENt .........coooivviiiieeeeeeeeeeeeeee e 922,980
TObacCO SettleMent..........ceeeieiiiiiieeeeciee e —
INVESTMENT INCOME ..ovvniiiiieeeee e 8,882
(O 1 1= U 92,412
TOTAL REVENUES. ..ottt 1,585,551
BUDGETARY EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education ...................... $ — $ — — $ —
Higher Education SUPPOIt ........ccccovveeiiiieeiiie e, — — — —
Public Assistance and Medicaid ...........cccooeeeeeivieirvnnnnnnn. — — — —
Health and Human Services ..........cccccoeeevviivivvvvvinnnnnnns — — — —
Justice and Public Protection ...........ccccoevvvvvvieieeeeeeeeennns — — — —
Environmental Protection and Natural Resources ........ — — — —
TranSPOrtatioN .........cceeiiiireeriiee e erie e e seeeeseeeeneeee e 3,282,477 4,253,728 3,342,889 910,839
General GOVEINMENT ........ooviiiiiiiieeee e — — — —
Community and Economic Development ...................... — — — —
INTERGOVERNMENTAL — — — —
CAPITAL OQUTLAY ottt — — — —
DEBT SERVICE.......c oottt ettt 85,867 102,926 79,344 23,582
TOTAL BUDGETARY EXPENDITURES.............cceeenn. $ 3,368,344 $ 4,356,654 3,422,233 $ 934,421
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES............. (1,836,682)
OTHER FINANCING SOURCES (USES):
BONA ProCEEAS .......oovvviiiiieee et —
LTS (ST L T 528,150
TranNSTErS-0OUL .......cuueiiiii e (200,525)
TOTAL OTHER FINANCING SOURCES (USES).......... 327,625
NET CHANGE IN FUND BALANCES......ccccccvivieeeeeeeeieeee, (1,509,057)
BUDGETARY FUND BALANCES
(DEFICITS), JULY L.ttt (637,175)
Outstanding Encumbrances at Beginning of Fiscal Year 1,324,654

BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ... $ (821,578)

The notes to the financial statements are an integral part of this statement.

48



REVENUE DISTRIBUTION

BUDGET

ORIGINAL FINAL ACTUAL

VARIANCE
WITH
FINAL
BUDGET

POSITIVE/

(NEGATIVE)

$ 829,717
301,264
359,590

1,096,018
13,200
520,886

702
84

3,121,461

2,363,993 2,451,414 2,282,556

168,858

$ 2,363,993 $ 2,451,414 2,282,556

$

168,858

838,905

51,093

(822,077)
(770,984)

67,921

279,826

$ 347,747
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STATE OF OHIO

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS -- ENTERPRISE

JUNE 30, 2004
(dollars in thousands)

ASSETS:
CURRENT ASSETS:
Cash Equity With TreaSUIer.........cccoiiiieiiiiie e
Cash and Cash Equivalents.............cccooiiiiiiiiiiiiiiiec e
Investments........ccccooevvvvveeeen.
Collateral on Lent Securities
Restricted Assets:
Cash Equity With TreaSUIer..........cccviriieriiiniieiic e
Cash and Cash Equivalents
INVESTMENTS. ...euiiiiiiei i
Collateral on Lent SECUILIES. ......ccccuvieeiiiiiieiiiie e
Other Receivables......................
Deposit with Federal Government. .
Intergovernmental Receivable.............cooveiiiiiiiie e

Premiums and Assessments Receivable...........cccccceveeeeeiiiiinineennn.

Investment Trade Receivable

Interfund ReCEIVADIE...........ccoveiiieie e

Other ReCeIVADIES..........ccuvvviieiee e

Inventories...............

Other Assets
TOTAL CURRENT ASSETS... oottt

NONCURRENT ASSETS:
Restricted Assets:

Cash and Cash EquIvalents.............ccocveiiieniieniciecec e

Investments........cccceeeeeveennn.
INVESTMENTS.......evviiiiiiiiciies e,
Premiums and Assessments Receivable
Interfund Receivable..............ccccvvvveenennn.
Other Receivables............c..uuveiiiiiii e
Capital Assets Being Depreciated, Net........cccccovvvveiviiieeeviiene i
Capital Assets Not Being Depreciated....

TOTAL NONCURRENT ASSETS....

TOTAL ASSETS ...

CURRENT LIABILITIES:
AccouNts Payable.........cccviiiiiiiiii e
Accrued Liabilities.........cccoouiiiiiiiiiii
Obligations Under Securities Lending..
Investment Trade Payable............ccooiiiiiiiiiiiiieeeee e
Intergovermental Payable............c.ccociiiiiiiiii
Deferred Prize Awards Payable.............ccccccooiiiiiiiiiiiiiees
Interfund Payable............ccoiiiiiiiiii
Unearned REVENUE...........cccooiiiiiiiiiic e
Benefits Payable..........cccoooiiiiiiii
Refund and Other Liabilities. .
Bonds and Notes Payable............cccooiiiiiiiciicee
TOTAL CURRENT LIABILITIES......cccoiiiiiiiesieceee e

NONCURRENT LIABILITIES:
Deferred Prize Awards Payable..........c.ccccooviiiiiiiiiiciicee,
Interfund Payable............ocviiiiii e
Unearned REVENUE..........cccueiiiiiiiiiiie ettt
Benefits Payable..........ooiioi e
Refund and Other Liabilities. .
Bonds and Notes Payable...........ccccooiiiiiiiiiieniieeeec e
TOTAL NONCURRENT LIABILITIES.....cccooiiiieienienieee e
TOTAL LIABILITIES. ..o et iieieiesieeste ettt

NET ASSETS:
Invested in Capital Assets, Net of Related Debt.............ccccceeiieenns

Restricted for Deferred Lottery Prizes..........cocovveiieiiiicniiciiecneee

unrestricted (DefiCitS).......couuiiiiiiiieiiiee e
TOTAL NET ASSETS (DEFICITS)..

WORKERS' LOTTERY UNEMPLOYMENT
COMPENSATION COMMISSION COMPENSATION
$ 2429 % 27602  $ —
1,615,478 19,770 75,032
— — 1,000
2,041,501 11,135 228
— 625 —
— 84,664 —
— 604,622 —
— 2,910 —
— — 711,038
— — 4,800
891,009 — 11,526
350,491 — —
62,692 — —
237,868 38,033 10,447
2,659 3,982 6,727
5,204,127 793,343 820,798
1,768 — —
— 852,306 —
14,735,716 — —
508,123 — —
740,160 — _
129,411 30,543 —
12,631 — —
16,127,809 882,849 —
21,331,936 1,676,192 820,798
7,814 6,722 —
2,041,501 615,757 228
1,451,130 — —
— — 437
— 88,200 —
— 443 —
16,930 2,813 —
1,764,828 — 2,290
488,659 48,220 8,806
5,300 — —
5,776,162 762,155 11,761
— 768,703 —
— 4,007 —
377,389 — —
12,855,045 — —
1,319,480 17,852 —
143,090 — _
14,695,004 790,562 —
20,471,166 1,552,717 11,761
(5.537) 257 —
— 83,603 —
866,307 39,615 809,037
$ 860,770 $ 123475 $ 809,037

The notes to the financial statements are an integral part of this statement.
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OHIO TUITION UNDERGROUND OFFICE OF
BUILDING TRUST LIQUOR PARKING AUDITOR
AUTHORITY AUTHORITY CONTROL GARAGE OF STATE TOTAL
— 8 120 10,335 2,262 6,922 49,670
461 499 5,316 — — 1,716,556
26,359 46 — — — 27,405
7 11,115 3,638 907 — 2,068,531
— — — — — 625
— 71 — — — 71
— 54,729 — — — 139,393
— — — — — 604,622
— — — — — 2,910
— — — — — 711,038
— — — — 28 4,828
— — — — — 902,535
— — — — — 350,491
— — 12 — 1,738 64,442
2,881 5,046 — — 8,734 303,009
— — 33,304 — — 33,304
578 — 172 35 449 14,602
30,286 71,626 52,777 3,204 17,871 6,994,032
— — — — — 1,768
— 721,647 — — — 1,573,953
— 71,425 — — — 14,807,141
— — — — — 508,123
— — — — 7,385 747,545
12,126 — — — — 12,126
— 116 1,065 7,091 2,944 171,170
— — — — — 12,631
12,126 793,188 1,065 7,091 10,329 17,834,457
42,412 864,814 53,842 10,295 28,200 24,828,489
3,582 329 20,296 21 387 39,151
114 191 913 59 3,045 4,322
7 11,115 3,638 907 — 2,673,153
— — — — — 1,451,130
— — 400 — — 837
— — — — — 88,200
— — 2,798 2 — 3,243
— — — 9 — 19,752
— 54,800 — — — 1,821,018
105 833 2,584 16 1,237 550,460
1,691 — — — — 6,991
5,499 67,268 30,629 1,014 4,669 6,659,157
— — — — — 768,703
— — 2,310 173 — 6,490
— — — — — 377,389
— 1,086,900 — — — 13,941,945
— — 2,325 109 13,827 1,353,593
8,456 — — — — 151,546
8,456 1,086,900 4,635 282 13,827 16,599,666
13,955 1,154,168 35,264 1,296 18,496 23,258,823
— 116 1,065 7,091 2,881 5,873
— — — — — 83,603
28,457 (289,470) 17,513 1,908 6,823 1,480,190
28457 $ (289,354) 18,578 8,999 9,704 1,569,666
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STATE OF OHIO

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS -- ENTERPRISE

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

WORKERS' LOTTERY UNEMPLOYMENT
COMPENSATION COMMISSION COMPENSATION
OPERATING REVENUES:
Charges for Sales and SErViCeS.........cccvvverivrireeriieiiiesieeees $ — $ 2,154,715 $ 20,175
Premium and Assessment INCOME..........cccceeeeeeeeeeeieiievvvnnnnnnnn. 2,126,782 — 847,649
Federal Government — — 224,417
INVESIMENT INCOMIE....coviiiiiii e e — — 52,638
(@1 1= 11,852 11,797 25,235
TOTAL OPERATING REVENUES........cccoooovviiiieeiiiieeeeennen, 2,138,634 2,166,512 1,170,114
72,861 82,024 —
Premium Dividend Reductions and Refunds...........ccccccovuunnen. 415,523 — —
Bonuses and COMMISSIONS...........ccuuuvuiieiiieeeeeeiieiiiiee e e eeeeeens — 132,766 —
PliZES. e — 1,275,994 —
Benefits and ClaimS..........coooviiiiiiiiiiiiieeeeeeeeeee e 2,549,141 — 1,628,598
[D]=T o] f=To T (o] o IO TR 16,250 14,982 —
(O] (o T=Y R 18,702 141 10,416
TOTAL OPERATING EXPENSES.......cevvveieiieieeeeeeeeeeeeee, 3,072,477 1,505,907 1,639,014
OPERATING INCOME (LOSS)....ccoiiiviiieesiiieiee e (933,843) 660,605 (468,900)
NONOPERATING REVENUES (EXPENSES):
Investment INCOME (LOSS).......uuveveiiiiiiiieeeiiiieeee e 1,249,889 (12,294) 622
INtErest EXPENSE......cuviiiiiiieee e — (6,356) —
Federal Grants.........cceeeeiieiieeeeeeccee e — — 12
OtNEr e — (63,016) —
TOTAL NONOPERATING REVENUES (EXPENSES)....... 1,249,889 (81,666) 634
INCOME (LOSS) BEFORE CAPITAL CONTRIBUTIONS
AND TRANSFERS.......cooveeteieeeeeeeeiesensesteseseseses s eneesennans 316,046 578,939 (468,266)
CAPITAL CONTRIBUTIONS AND TRANSFERS:
Capital ContributioNS...........ccooiiiiiiiiieiiiie e — — —
TrANSTEIS-IN....oiieiiicee e — — 1,419
TrANSTEIS-OUL....ccciiiiiiiiie e (7,655) (656,229) (10,795)
TOTAL CAPITAL CONTRIBUTIONS AND TRANSFERS.. (7,655) (656,229) (9,376)
NET INCOME (LOSS).....utiieiiiie e eeiieeeeieeesneieeesneeeeseeee s 308,391 (77,290) (477,642)
NET ASSETS (DEFICITS), JULY 1 ..o, 552,379 200,765 1,286,679
NET ASSETS (DEFICITS), JUNE 30.....cccceiiiieeiiieeiieeeseeennn $ 860,770 $ 123,475 $ 809,037

The notes to the financial statements are an integral part of this statement.
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OHIO TUITION UNDERGROUND OFFICE OF
BUILDING TRUST LIQUOR PARKING AUDITOR
AUTHORITY AUTHORITY CONTROL GARAGE OF STATE TOTAL
23701 $ 39,431 519,129 $ 2570 $ 42056 $ 2,801,777
_ _ _ — — 2,974,431
— — — — — 224,417
— 108,999 — — — 161,637
2,684 — 1,032 — 378 52,978
26,385 148,430 520,161 2,570 42,434 6,215,240
21,638 — 321,866 — 64,924 408,428
3,701 7,743 52,020 1,651 8,228 228,228
— — — — — 415,523
— — — — — 132,766
— — — — — 1,275,994
— 110,993 — — — 4,288,732
— 98 232 548 2,393 34,503
1,542 — 389 — 182 31,372
26,881 118,834 374,507 2,199 75,727 6,815,546
(496) 29,596 145,654 371 (33,293) (600,306)
99 — — 30 — 1,238,346
(643) — — — (5) (7,004)
— — — — 78 90
_ _ — — (26) (63,042)
(544) — — 30 47 1,168,390
(1,040) 29,596 145,654 401 (33,246) 568,084
— — 19 206 8 233
15,190 — — — 32,548 49,157
(10,293) — (144,578) (756) — (830,306)
4,897 — (144,559) (550) 32,556 (780,916)
3,857 29,596 1,095 (149) (690) (212,832)
24,600 (318,950) 17,483 9,148 10,394 1,782,498
28457 $ (289,354) 18578 $ 8,999 $ 9,704 $ 1,569,666
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STATE OF OHIO
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS -- ENTERPRISE

FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash Received from Customers
Cash Received from Premiums and Assessments

Cash Received from Multi-State Lottery for Grand Prize Winner.........
Cash Received from Reciprocal Transactions with Other Funds.........
Cash Received from the Federal Government for Extended Benefits..

Other Operating Cash Receipts

Cash Payments to Suppliers for Goods and Services............ccccoeueeen.

Cash Payments to Employees for Services
Cash Payments for Benefits and Claims......
Cash Payments for Lottery Prizes
Cash Payments for Bonuses and Commissions

Cash Payments for Premium Reductions and Refunds................

Cash Payments for Reciprocal Transactions with Other Funds....
Other Operating Cash Payments

NET CASH FLOWS PROVIDED (USED) BY
OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

TrANSTEIS-IN ..ot e e e a e e eaaees

Transfers-out .....
Federal Grants

NET CASH FLOWS PROVIDED (USED) BY

NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL

AND RELATED FINANCING ACTIVITIES:
Principal Payments on Bonds and Capital Leases

INEErESt Paid ... e

Acquisition and Construction of Capital Assets
Principal Receipts on Capital Leases Receivable
Proceeds from Sales of Capital Assets
NET CASH FLOWS PROVIDED (USED) BY

CAPITAL AND RELATED FINANCING ACTIVITIES...........ccoeuee.

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of Investments
Proceeds from the Sales and Maturities of Investments
Investment Income Received
Borrower Rebates and Agent Fees

NET CASH FLOWS PROVIDED (USED) BY
INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH & CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, JULY 1

CASH AND CASH EQUIVALENTS, JUNE 30

The notes to the financial statements are an integral part of this statement.
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WORKERS' LOTTERY UNEMPLOYMENT
COMPENSATION COMMISSION COMPENSATION
— 3 2,162,703 $ 36,491
1,820,694 — 875,769
— 97,955 —
48,066 138 —
— — 208,794
12,988 11,658 13,424
(71,367) (61,279) —
(239,224) (22,854) —
(2,026,871) — (1,639,020)
— (1,502,751) —
— (132,663) —
(92,172) — —
(4) (491) —
— (141) (11,845)
(547,890) 552,275 (516,387)
_ — 1,419
(7,655) (656,229) (10,795)
(7,655) (656,229) (9,376)
— (13,835) —
(6,183) (2,270) —
(3,762) (745) —
22 108 —
(9,923) (16,742) —
(36,249,877) (341,162) (16,730,049)
35,895,078 455,163 17,328,707
535,547 16,260 622
(75,137) (4,168) —
105,611 126,093 599,280
(459,857) 5,397 73,517
2,079,532 42,600 1,515
1,619,675 $ 47,997 $ 75,032




OHIO TUITION UNDERGROUND OFFICE OF
BUILDING TRUST LIQUOR PARKING AUDITOR
AUTHORITY AUTHORITY CONTROL GARAGE OF STATE TOTAL
26,363 $ 33,169 $ 521,803 $ 2,007 33880 $ 2,816,416
— — — — — 2,696,463
— — — — — 97,955
1,103 — 1 570 8,195 58,073
— — — — — 208,794
1,713 — 1,033 1 715 41,532
(25,696) (13,212) (357,290) (632) (8,331) (537,807)
(1,086) (5,112) (17,534) (1,049) (65,365) (352,224)
_ _ — — — (3,665,891)
— — — — — (1,502,751)
— — — — — (132,663)
— — — — — (92,172)
— (83) (68) (1) — (647)
— (33,533) (123) — (55) (45,697)
2,397 (18,771) 147,822 896 (30,961) (410,619)
15,190 — — — 32,551 49,160
(10,293) — (144,577) (756) — (830,305)
— — — — 59 59
4,897 — (144,577) (756) 32,610 (781,086)
(3,730) — — — (13) (17,578)
(5,544) — — — (5) (14,002)
— (96) (288) (24) (1,476) (6,391)
3,730 — — — — 3,730
— — 39 — 212 381
(5,544) (96) (249) (24) (1,282) (33,860)
(68,707) (319,306) — — — (53,709,101)
66,863 310,203 — — — 54,056,014
104 27,436 — 26 — 579,995
_ _ _ — — (79,305)
(1,740) 18,333 — 26 — 847,603
10 (534) 2,996 142 367 (377,962)
451 1,224 12,655 2,120 6,555 2,146,652
461 $ 690 $ 15,651 2,262 6,922 $ 1,768,690

(continued)



STATE OF OHIO

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS -- ENTERPRISE

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

(continued)

RECONCILIATION OF OPERATING INCOME TO NET

CASH PROVIDED (USED) BY OPERATING ACTIVITIES:

Operating INCOME (LOSS)....uveeiirieeiiieeiiieesiiie et sieeeseee e seee e
Adjustments to Reconcile Operating Income (Loss) to

Net Cash Provided (Used) by Operating Activities:
INVESIMENT INCOME......oeiiiiiiiiiee e
DEPIECIALION ..ottt et
Provision for Uncollectible ACCouNts............cooceeviiieiiiieniiee e
Amortization of Premiums and DiSCOUNES...........ocovieiiieiniieeeiiieenins
Interest on Bonds, Notes and Capital Leases............ccccceeevveeeninnene
Decrease (Increase) in Assets:

Premiums and Assessments Receivable..............ccccceeeviinineennnn,
Intergovernmental Receivable..................

Other Receivables ...................
Interfund Receivable...
Inventories .................
Other ASSELS ...oiciiiiiiiie e e e e eanees

Increase (Decrease) in Liabilities:

Accounts Payable ...
Accrued Liabilities.........ccoiiiiiiiieieseee e
Intergovernmental Payable............c.ccocoeiiiiiiiii e,
Deferred Prize Awards Payable...........cccoceeiiiieiiiiiiiiec e
Interfund Payable.............cccooiiiiiiiiii
Unearned REVENUE .........coocierieiiiiiee et
Benefits Payable..........cccooiiiiiiiii e
Refund and Other Liabilities.............ccoovviviiiiiiniiicseceeee

NET CASH FLOWS PROVIDED (USED) BY
OPERATING ACTIVITIES......ciiiiiiiieiiine e

NONCASH INVESTING,

The notes to the financial statements are an integral part of this statement.
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CAPITAL AND FINANCING ACTIVITIES:
Change in Fair Value of INnVeStments............c.ccceeviiiniiiiniicciiicees
Refunding Bond Proceeds for Defeasance of Debt.............c.ccocuees
Contributions of Capital Assets from Other Funds.............ccccceeeee.

OHIO
WORKERS' LOTTERY UNEMPLOYMENT
COMPENSATION COMMISSION COMPENSATION
$ (933,843) $ 660,605 $ (468,900)
— — (52,638)
16,250 14,982 —
105,873 — —
(366) — —
6,194 — —
138,673 — 18,640
— — 692
(84,731) 7,104 (1,956)
(21,400) — —
(654) (358) (65)
2,324 (2,227) —
_ — 437
— (135,256) —
— (83) —
(8,117) 884 —
312,502 — (10,858)
(80,595) 6,624 (1,739)
$ (547,890) $ 552,275  $ (516,387)
$ 803577 $ (73,452) $ —



OHIO TUITION UNDERGROUND OFFICE OF
BUILDING TRUST LIQUOR PARKING AUDITOR
AUTHORITY AUTHORITY CONTROL GARAGE OF STATE TOTAL

(496) $ 29,596 145,654 371 (33,293) $ (600,306)

— (108,999) — — — (161,637)

— 08 232 548 2,393 34,503

— — — — — 105,873

1,019 — — — — 653

— — — — — 6,194

— — — — — 157,313

— — — — — 692

559 (11,737) — — (209) (90,970)

— — (12) — — (21,412)

— — (4,261) — — (4,261)

18 — (20) ©) (36) (1,118)

1,382 (48) 3,440 6 (37) 4,840

— 131 169 7 341 648

— — 25 — — 462

— — — — — (135,256)

_ —_ 1,400 (44) — 1,273

(81) — — 3 — (7,311)

— 61,200 — — — 362,844

) 10,988 1,195 8 (120) (63,643)

2397 $ (18,771) 147,822 896 (30,961) $ (410,619)

— 3 — — — — s 730,125

7,368 — — — — 7,368

— — 19 206 63 288
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STATE OF OHIO

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

JUNE 30, 2004
(dollars in thousands)

ASSETS:

Cash Equity with Treasurer
Cash and Cash Equivalents

Investments (at fair value):

U.S. Government and Agency Obligations
Common and Preferred Stock

Corporate Bonds and Notes
Foreign Stocks and Bonds
Commercial Paper
Repurchase Agreements

Collateral on Lent Securities
Employer Contributions Receivable
Employee Contributions Receivable
Investment Trade Receivable
Other Receivables
Other Assets
Capital Assets, Net

TOTAL ASSETS

Mutual Funds

Real Estate............cccevvvvvnneen.

Venture Capital

Direct Mortgage Loans

State Treasury Asset Reserve of Ohio (STAR Ohio).........

LIABILITIES:

Accounts Payable
Accrued Liabilities
Obligations Under Securities Lending
Investment Trade Payable
Intergovernmental Payable
Refund and Other Liabilities

TOTAL LIABILITIES

NET ASSETS:
Held in Trust for:

Employees' Pension Benefits

Employees' Postemployment Healthcare Benefits.............
Individuals, Organizations and Other Governments...........

Pool Participants
TOTAL NET ASSETS

PRIVATE-
PENSION PURPOSE INVESTMENT
TRUST TRUST TRUST
STATE HIGHWAY
PATROL
RETIREMENT VARIABLE
SYSTEM COLLEGE
(as of 12/31/03) SAVINGS PLAN STAR OHIO
$ — $ — $ —
12,856 234,942 —
26,885 — 3,489,778
327,336 — —
58,139 — —
88,671 — —
— — 476,955
— — 25,666
— 2,826,597 —
63,901 — —
44,073 — —
166,950 — 910,096
1,552 — —
1,329 — —
— 16,585 —
1,448 — —
68 — —
41 — —
793,249 3,078,124 4,902,495
1,278 — —
964 4,569 —
166,950 — 910,096
— 16,543 —
70 174 2,227
169,262 21,286 912,323
535,235 — —
88,752 — —
— 3,056,838 —
— — 3,990,172
$ 623987 $ 3056838 $ 3,990,172

The notes to the financial statements are an integral part of this statement.
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AGENCY

170,767
129,236

10,559,628
58,552,590
10,252,981
25,408,093
2,038,838
52,180
7,961,507
9,729,581
1,780,588
5,000,276
32,946
247,008

3,325
424,455

132,343,999

247,008
71,313
132,025,678

132,343,999

59



[THISPAGE LEFT BLANK INTENTIONALLY]

60



STATE OF OHIO

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

PRIVATE-
PENSION PURPOSE INVESTMENT
TRUST TRUST TRUST
STATE HIGHWAY
PATROL
RETIREMENT
SYSTEM VARIABLE
(for the fiscal year COLLEGE
ended 12/31/03) SAVINGS PLAN STAR OHIO
ADDITIONS:
Contributions from:
EMPIOYET ..o $ 19,757 % — —
EMPIOYEES. ... 8,137 — —
Plan PartiCipants..........ccccoevuiieeeeeiiiiieie e esiiiee e esiiieee e — 830,034 —
(O] 1 1= SR UUPTRR 763 — —
Total CoNtribBULIONS........coivviiiiee e 28,657 830,034 —
Investment Income:
Net Appreciation (Depreciation)
in Fair Value of Investments.........ccccceeevvvvevvviiienieeeeeeeens 112,899 293,866 —
Interest, Dividends and Other............cccccccvvveeeeeeiiieiieviii, 15,720 54,058 53,442
Total INvestment INCOME............oovvvviieeieeeeeeeeeeeee e 128,619 347,924 53,442
Less: Investment Expense 4,620 23,336 4,181
Net INVeStMENt INCOME.......eeiii e 123,999 324,588 49,261
Capital Share and Individual Account Transactions:
Shares SOId..........uueeeiiiiiiii e — — 17,130,626
Reinvested Distributions.............oovivieiiiiiiiiiieeeeeeeeves — — 49,261
Shares Redeemed..............cuveeeiiiiiiiiiiiiieee e — — (18,556,621)
Net Capital Share and Individual Account Transactions...... — — (1,376,734)
TOTAL ADDITIONS. ..o 152,656 1,154,622 (1,327,473)
DEDUCTIONS:
Pension Benefits Paid to Participants or Beneficiaries......... 33,075 — —
Healthcare Benefits Paid to Participants or Beneficiaries.... 7,181 — —
Refunds of Employee Contributions......... 387 — —
Administrative EXpense............ccccovevveenne 653 2 —
Transfers to Other Retirement Systems 789 — —
Distributions to Shareholders and Plan Participants............ — 516,543 49,261
TOTAL DEDUCTIONS......cotiiiiiiiieeeeeieeeeee e 42,085 516,545 49,261
CHANGE IN NET ASSETS HELD FOR:
Employees' Pension Benefits..........ccocoueieiiiiniieiiciiiiieeeen 95,564 — —
Employees' Postemployment Healthcare Benefits.............. 15,007 — —
Individuals, Organizations and Other Governments............. — 638,077 —
POOI PartiCipantS.........cocueeiiieeiiiiee e — — (1,376,734)
TOTAL CHANGE IN NET ASSETS.......ooiviiieeeiiieeeeee, 110,571 638,077 (1,376,734)
NET ASSETS, JULY L.t 513,416 2,418,761 5,366,906
NET ASSETS, JUNE 30....cuiiiiiiiiiiiiiieeeeeeeeeee e $ 623,987 $ 3,056,838 3,990,172

The notes to the financial statements are an integral part of this statement.
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STATE OF OHIO

COMBINING STATEMENT OF NET ASSETS
DISCRETELY PRESENTED COMPONENT UNITS

JUNE 30, 2004
(dollars in thousands)

ASSETS:
CURRENT ASSETS:
Cash Equity with Treasurer
Cash and Cash Equivalents
Investments..
Collateral on Lent Securities..
Intergovernmental Receivable
Loans Receivable, Net.....
Receivable from Primary Governmen
Other Receivables
Inventories
Other Assets
TOTAL CURRENT ASSETS

NONCURRENT ASSETS:
Restricted Assets:
Cash and Cash Equivalents.....
Investments.........ccocvveeeene
Loans Receivable, Net.
Investments
Loans Receivable, Net.
Other Receivables..
Other Assets
Capital Assets Being Depreciated, Net
Capital Assets Not Being Depreciated...
TOTAL NONCURRENT ASSETS..

TOTAL ASSETS

CURRENT LIABILITIES:
ACCOUNtS Payable.........ccooiiiiiiiieiiee e
Accrued Liabilities
Obligations Under Securities Lending
Intergovernmental Payable
Unearned Revenue
Refund and Other Liabilities
Bonds and Notes Payable..
Certificates of Participation....
TOTAL CURRENT LIABILITIES
NONCURRENT LIABILITIES:
Intergovernmental Payable
Unearned Revenue
Refund and Other Liabilities
Bonds and Notes Payable..
Certificates of Participation....
TOTAL NONCURRENT LIABILITIES....ccooiiiiieeiiiiiee i
TOTAL LIABILITIES. ..ottt

NET ASSETS:
Invested in Capital Assets, Net of Related Debt...............ccooeiieinnns
Restricted for:
Federal Programs
Coal Research and Development Program.
Debt Service
Nonexpendable:
Scholarships and Fellowships
Research
Endowments and Quasi-Endowments.............c.cccovveeviieiinennens
Loans, Grants and Other College and University Purposes.......
Expendable:
Scholarships and Fellowships
Research.......ccccocvviiiciiie
Instructional Department Uses.
Student and Public Services.
Academic Support..........
Debt Service..........
Capital Purposes.........
Endowments and Quasi-Endowments.............c.cccoveviiecinennnns
Current Operations
Loans, Grants and Other College and University Purposes.......
Unrestricted (Deficits) .

TOTAL NET ASSETS (DEFICITS)

The notes to the financial statements are an integral part of this statement.
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MAJOR COMPONENT UNITS

OHIO WATER
SCHOOL DEVELOPMENT OHIO
FACILITIES AUTHORITY STATE
COMMISSION (as of 12/31/03) UNIVERSITY
367,657 $ — 3 —
— 308 180,446
— 89,340 948,124
148,325 — —
6,704 577 943
— 2,295 12,056
— — 19,926
— 11 316,347
— — 18,770
27 — 43,220
522,713 92,531 1,539,832
— 11,559 34,030
— 852,579 —
— 2,683,771 —
— 32,147 1,152,338
— 18,698 59,324
— 6,187 23,771
— 15,216 —
73 1,568 1,669,040
— 539 419,625
73 3,622,264 3,358,128
522,786 3,714,795 4,897,960
7,836 30,205 196,386
202 6,351 127,082
148,325 — —
638,909 746 —
— — 87,954
81 — 68,572
— 104,241 405,480
— — 720
795,353 141,543 886,194
1,352,000 — —
— — 6,000
442 142 185,618
— 1,456,740 387,216
— — 6,180
1,352,442 1,456,882 585,014
2,147,795 1,598,425 1,471,208
73 2,107 1,273,058
— 1,961,617 —
— — 966,758
— — 14,784
_ — 130,433
_ — 278,858
— — 40,927
(1,625,082) 152,646 721,934
(1,625,009) $ 2,116,370 $ 3,426,752




UNIVERSITY NONMAJOR
OF COMPONENT
CINCINNATI UNITS TOTAL

— 20,609 388,266
87,355 462,521 730,630
104,006 811,325 1,952,795
— 5,609 153,934
— 37,798 46,022
3,201 23,894 41,446
671 27,282 47,879
71,815 231,678 619,851
4,938 26,305 50,013
18,702 57,812 119,761
290,688 1,704,833 4,150,597
— 75,654 121,243
— 408,330 1,260,909
— — 2,683,771
1,125,696 926,935 3,237,116
29,179 100,679 207,880
31,979 64,342 126,279
246,916 26,003 288,225
993,186 3,241,321 5,905,188
224,182 561,726 1,206,072
2,651,138 5,405,080 15,036,683
2,941,826 7,109,913 19,187,280
45,257 129,512 409,196
67,934 147,677 349,246
— 5,609 153,934
— 381 640,036
12,945 207,008 307,907
38,492 85,251 192,396
60,387 42,909 613,017
90 — 810
225,105 618,347 2,666,542
— 8,992 1,360,992
— 5,923 11,923
188,180 186,132 560,514
700,683 1,162,385 3,707,024
750 22,000 28,930
889,613 1,385,432 5,669,383
1,114,718 2,003,779 8,335,925
547,502 2,814,923 4,637,663
— 110 110
— 4,518 4,518
— — 1,961,617
105,423 90,467 195,890
77,477 3,515 80,992
552,341 502,770 2,021,869
223,355 51,609 274,964
34,297 108,677 142,974
99,999 14,217 114,216
28,480 63,443 91,923
23,700 12,587 36,287
29,779 72,714 102,493
120 6,783 6,903
9,054 46,028 69,866
119,263 55,531 305,227
38,631 76,504 393,993
9,766 160,869 211,562
(72,079) 1,020,869 198,288
1,827,108 5,106,134 10,851,355
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STATE OF OHIO

COMBINING STATEMENT OF ACTIVITIES
DISCRETELY PRESENTED COMPONENT UNITS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

MAJOR COMPONENT UNITS

OHIO WATER
DEVELOPMENT
SCHOOL AUTHORITY OHIO
FACILITIES (for the year ended STATE
COMMISSION 12/31/03) UNIVERSITY
EXPENSES:
Primary, Secondary and Other Education...............ccc.ccoue.. $ 10,374 — —
Community and Economic Development............c.ccoecvveennee. — — —
IntergovernmMental ... 434,471 562 —
COSt Of SEIVICES.....ocvviitiie e — 77,518 —
AAMINISITALION. ...eun i e eeaaaas — 10,269 —
Education and General:
Instruction and Departmental Research..................c......... — — 577,500
Separately Budgeted Research.........cccccovceveiiiiiinnnecnn — — 317,310
PUDBIIC SEIVICE. ... — — 110,750
ACAEMIC SUPPOTL.....eeitiieiiiiierieie ettt — — 103,502
SHUAENT SEIVICES.....coivviiiiieee et — — 65,906
Institutional SUPPOIt........ceeveiiiiiiiiiiierece e — — 109,331
Operation and Maintenance of Plant — — 73,133
Scholarships and Fellowships..........ccocvieviieiiieeeiiiee e — — 49,336
AUXIlIArY SErVICES.......uuiiiiiiiiiiiii et — — 178,645
HOSPITAIS. ...ttt — — 1,039,526
Interest on Long-Term Debt..........c..coooiiiiiiiiiiiiii, — — 23,322
(D 1=T o] (= To -1 1 To] o IO USSP 43 145 141,477
(O 11 01 — 3,049 5,135
TOTAL EXPENSES........oo i 444,888 91,543 2,794,873
PROGRAM REVENUES:
Charges for Services, Fees, Fines and Forfeitures.............. 1,607 126,954 1,753,935
Operating Grants, Contributions
and Restricted Investment INCOME............eevevvvvieeeeiiinenns 9,591 84,321 508,974
Capital Grants, Contributions
and Restricted Investment INCOME..........c.eeveeivvieeeeiiinneenns — — 80,147
TOTAL PROGRAM REVENUES..........ccooeeeviieeeeiiieeeee, 11,198 211,275 2,343,056
NET PROGRAM (EXPENSE) REVENUE ........c.cccceeviiieennnen. (433,690) 119,732 (451,817)
GENERAL REVENUES:
Unrestricted Investment INCOME............ccceeeeeeeiieiiieieiiiiieenn. — 1,477 244,013
StAtE ASSISTANCE. .....u it e e 620,562 — 536,693
(O] (1= R SOTTRN — 35 8,840
TOTAL GENERAL REVENUES.......covvviiieieieieeeeeeeeeeeee, 620,562 1,512 789,546
CONTRIBUTIONS TO ENDOWMENTS AND
PERMANENT FUND PRINCIPAL....cccovviiiiiiiiieeeeieeeeeevis — — 51,478
SPECIAL ITEMS. ...t — 1,734 —
CHANGE IN NET ASSETS...oooeiiiiiieeeeeeeeeeeeeeeeee e 186,872 122,978 389,207
NET ASSETS (DEFICITS), JULY 1 (as restated)............... (1,811,881) 1,993,392 3,037,545
NET ASSETS (DEFICITS), JUNE 30.....cccccoivireiiieeeieeene $ (1,625,009) 2,116,370 3,426,752

The notes to the financial statements are an integral part of this statement.
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UNIVERSITY NONMAJOR
OF COMPONENT
CINCINNATI UNITS TOTAL
$ — % 39,744  $ 50,118
— 8,645 8,645
— 17,137 452,170
— — 77,518
— — 10,269
243,226 1,242,002 2,062,728
131,637 154,097 603,044
46,068 124,182 281,000
57,919 318,265 479,686
35,264 199,168 300,338
69,250 351,267 529,848
64,310 237,873 375,316
15,260 153,627 218,223
74,041 454,860 707,546
— 171,449 1,210,975
22,780 35,401 81,503
61,967 220,240 423,872
5,015 42,039 55,238
826,737 3,769,996 7,928,037
304,345 2,210,417 4,397,258
440,847 506,593 1,550,326
8,263 56,800 145,210
753,455 2,773,810 6,092,794
(73,282) (996,186) (1,835,243)
— 125,155 370,645
194,145 1,197,430 2,548,830
2,582 32,765 44,222
196,727 1,355,350 2,963,697
12,442 26,698 90,618
— (2,769) (1,035)
135,887 383,093 1,218,037
1,691,221 4,723,041 9,633,318
$ 1827108 $ 5106134 $ 10,851,355
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STATE OF OHIO

NOTESTO THE FINANCIAL STATEMENTS

JUNE 30, 2004

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the State
of Ohio, as of June 30, 2004, and for the year then
ended, conform with generally accepted accounting
principles (GAAP) as applied to governments. The
Governmental Accounting Standards Board (GASB)
is the standard-setting body for establishing gov-
ernmental accounting and financial reporting princi-
ples, which are included in the GASB’s Codification
of Governmental Accounting and Financial Report-
ing Standards. The State’s significant accounting
policies are as follows.

A. Financial Reporting Entity

The State of Ohio’s primary government includes all
funds, elected officials, departments and agencies,
bureaus, boards, commissions, and authorities that
make up the State’s legal entity. Component units,
legally separate organizations for which the State’s
elected officials are financially accountable, also
comprise, in part, the State’s reporting entity. Addi-
tionally, other organizations for which the nature and
significance of their relationship with the primary
government are such that exclusion would cause the
reporting entity’s financial statements to be mislead-
ing or incomplete should be included in a govern-
ment’s financial reporting entity.

GASB Statement No. 14, The Financial Reporting
Entity, defines financial accountability. The criteria
for determining financial accountability include the
following circumstances:

1 appointment of a voting majority of an organiza-
tion’s governing authority and the ability of the
primary government to either impose its will on
that organization or the potential for the organi-
zation to provide specific financial benefits to, or
impose specific financial burdens on, the pri-
mary government, or

1 an organization is fiscally dependent on the pri-
mary government.

1. Blended Component Units

The Ohio Building Authority and the State Highway
Patrol Retirement System are legally separate or-
ganizations that provide services entirely, or almost
entirely, to the State or otherwise exclusively, or al-
most exclusively, benefit the State. Therefore, the
State reports these organizations’ balances and
transactions as though they were part of the primary
government using the blending method.

2. Discretely Presented Component Units

The component units’ columns in the basic financial
statements include the financial data of the organi-
zations listed below. The separate discrete column
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labeled, “Component Units,” emphasizes these or-
ganizations’ separateness from the State’s primary
government. Officials of the primary government
appoint a voting majority of each organization’s gov-
erning board.

The primary government has the ability to impose its
will on the following organizations by modifying or
approving their respective budgets.

School Facilities Commission

Arts and Sports Facilities Commission
SchoolNet Commission

Ohio Air Quality Development Authority

The following organizations impose or potentially
impose financial burdens on the primary govern-
ment.

Ohio Water Development Authority
Ohio State University

University of Cincinnati

Ohio University

Miami University

University of Akron

Bowling Green State University
Kent State University

University of Toledo

Cleveland State University
Youngstown State University

Wright State University

Shawnee State University

Central State University

Medical College of Ohio at Toledo
Terra State Community College
Columbus State Community College
Clark State Community College
Edison State Community College
Southern State Community College
Washington State Community College
Cincinnati State Community College
Northwest State Community College
Owens State Community College

The School Facilities Commission, Arts and Sports
Facilities Commission, and SchoolNet Commission,
which are governmental component units that use
special revenue fund reporting, do not issue sepa-
rately audited financial reports.

Information on how to obtain financial statements for
the State’s component units that do issue their own
separately audited financial reports is available from
the Ohio Office of Budget and Management.



STATE OF OHIO

NOTESTO THE FINANCIAL STATEMENTS

JUNE 30, 2004

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3. Joint Ventures and Related Organizations

As discussed in more detail in NOTE 18, the State
participates in several joint ventures and has related
organizations. The State does not include the finan-
cial activities of these organizations in its financial
statements, in conformity with GASB Statement No.
14,

B. Basis of Presentation

Government-wide Statements — The Statement of
Net Assets and the Statement of Activities display
information about the primary government (the
State) and its component units. These statements
include the financial activities of the overall govern-
ment, except for fiduciary activities. Fiduciary funds
of the primary government and component units that
are fiduciary in nature are reported only in the
statements of fiduciary net assets and changes in
fiduciary net assets.

For the government-wide financial statements, elimi-
nations have been made to minimize the double
counting of internal activities. These statements
distinguish between the governmental and business-
type activities of the State. Governmental activities
generally are financed through taxes, intergovern-
mental revenues, and other nonexchange transac-
tions. Business-type activities are financed in whole,
or in part, by fees charged to external parties for
goods or services.

The Statement of Net Assets reports all financial and
capital resources using the economic resources
measurement focus and the accrual basis of ac-
counting. The State presents the statement in a
format that displays assets less liabilities equal net
assets. Net assets section is displayed in three
components:

1 The Invested in Capital Assets, Net of Related
Debt component consists of capital assets, net
of accumulated depreciation and reduced by the
outstanding balances of any bonds or other bor-
rowings that are attributable to the acquisition,
construction, or improvement of those assets.
The portion of debt attributable to significant un-
spent related debt proceeds at year-end is not
included in the calculation of this net assets
component.

1 The Restricted Net Assets component repre-
sents net assets with constraints placed on their
use that are either 1.) externally imposed by
creditors, grantors, contributors, or laws or regu-
lations of other governments or 2.) imposed by
law through constitutional provisions or enabling
legislation. For component units with permanent

endowments, restricted net assets are displayed
in two additional components — expendable and
nonexpendable. Nonexpendable net assets are
those that are required to be retained in perpetu-

ity.

1  The Unrestricted Net Assets component con-
sists of net assets that do not meet the definition
of the preceding two components.

The Statement of Activities presents a comparison
between direct expenses and program revenues for
each function of the State’s governmental activities
and for the different business-type activities of the
State. Direct expenses are those that are specifi-
cally associated with a program or function and,
therefore, are clearly identifiable to a particular pro-
gram or function. Centralized expenses have been
included in direct expenses. Indirect expenses have
not been allocated to the programs or functions re-
ported in the Statement of Activities.

Generally, the State does not incur expenses for
which it has the option of first applying restricted or
unrestricted resources for their payment.

Program revenues include licenses, permits and
other fees, fines, forfeitures, charges paid by the
recipients of goods or services offered by the pro-
grams, and grants, contributions, and investment
earnings that are restricted to meeting the opera-
tional or capital requirements of a particular pro-
gram. Revenues that are not classified as program
revenues, including all tax, tobacco settlement, un-
restricted investment income, escheat property reve-
nues, unrestricted federal grants, and state assis-
tance are presented as general revenues.

Fund Financial Statements — The fund financial
statements provide information about the State’s
funds, including the fiduciary funds and blended
component units. Separate statements for each
fund category — governmental, proprietary, and fi-
duciary — are presented. The emphasis of fund
financial statements is on major governmental and
enterprise funds, each displayed in a separate col-
umn. All remaining governmental funds are aggre-
gated and reported as nonmajor funds.

Governmental fund types include the General, spe-
cial revenue, debt service, and capital projects
funds. The proprietary funds consist of enterprise
funds. Fiduciary fund types include pension trust,
private-purpose trust, investment trust, and agency
funds.

67



STATE OF OHIO

NOTESTO THE FINANCIAL STATEMENTS

JUNE 30, 2004

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Operating revenues for the State’s proprietary funds
mainly consist of charges for sales and services and
premium and assessment income since these reve-
nues result from exchange transactions associated
with the principal activity of the respective enterprise
fund. Exchange transactions are those in which
each party receives and gives up essentially equal
values. Investment income and revenue from the
federal government for extended unemployment
benefits are also reported as operating revenues for
the Unemployment Compensation Fund, since these
sources provide significant funding for the payment
of unemployment benefits — the fund’s principal ac-
tivity. Investment income for the Tuition Trust Au-
thority Fund is also reported as operating revenue,
since this source provides significant funding for the
payment of tuition benefits. Nonoperating revenues
for the proprietary funds result from nonexchange
transactions or ancillary activities; nonoperating
revenues are primarily comprised of investment in-
come and federal operating grants.

Proprietary fund operating expenses principally con-
sist of expenses for the cost of sales and services,
administration, premium dividend reductions and
refunds, bonuses and commissions, prizes, benefits
and claims, and depreciation. Nonoperating ex-
penses principally consist of interest expense on
debt and the amortization of discount on deferred
lottery prize liabilities, which is reported under
“Other” nonoperating expenses.

The State reports the following major governmental
funds:

General — The General Fund, the State’s primary
operating fund, accounts for resources of the gen-
eral government, except those required to be ac-
counted for in another fund.

Job, Family and Other Human Services Special
Revenue Fund — This fund accounts for public as-
sistance programs primarily administered by the De-
partment of Job and Family Services, which provides
financial assistance, services, and job training to
those individuals and families who do not have suffi-
cient resources to meet their basic needs.

Education Special Revenue Fund — This fund ac-
counts for programs administered by the Department
of Education, the Ohio Board of Regents, and other
various state agencies, which prescribe the State’s
minimum educational requirements and which pro-
vide funding and assistance to local school districts
for basic instruction and vocation and technical job
training, and to the State’s colleges and universities
for post-secondary education.

68

Highway Operating Special Revenue Fund — This
fund accounts for programs administered by the De-
partment of Transportation, which is responsible for
the planning and design, construction, and mainte-
nance of Ohio’s highways, roads, and bridges and
for Ohio’s public transportation programs.

Revenue Distribution Special Revenue Fund — This
fund accounts for tax relief and aid to local govern-
ment programs, which derive funding from tax and
other revenues levied, collected, and designated by
the State for these purposes.

The State reports the following major proprietary
funds:

Workers’ Compensation Enterprise Fund — This
fund accounts for the operations of the Ohio Bureau
of Workers’ Compensation and the Ohio Industrial
Commission, which provide workers’ compensation
insurance services.

Lottery Commission Enterprise Fund — This fund
accounts for the State’s lottery operations.

Unemployment Compensation Enterprise Fund —
This fund, which is administered by the Ohio De-
partment of Job and Family Services, accounts for
unemployment compensation benefit claims.

Ohio Building Authority Enterprise Fund — This fund
accounts for the Authority’s local government office
building lease operations and for the maintenance of
all government office buildings owned or leased by
the Authority.

Tuition Trust Authority Enterprise Fund — This fund
accounts for the operations of the Ohio Tuition Trust
Authority, including the sale of tuition credits under
its guaranteed return option program.

Liguor Control Enterprise Fund — This fund ac-
counts for the State’s liquor sales operations of the
Ohio Department of Commerce’s Division of Liquor
Control.

Underground Parking Garage Enterprise Fund —
This fund accounts for the operations of the State’s
underground parking facilities at Capitol Square in
Columbus.

Office of Auditor of State Enterprise Fund — This
fund accounts for the operations of the Ohio Auditor
of State’s Office, which provides government audit
and management advisory services to Ohio’s public
offices.



STATE OF OHIO

NOTESTO THE FINANCIAL STATEMENTS

JUNE 30, 2004

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The State reports the following fiduciary fund types:

Pension Trust Fund — The State Highway Patrol
Retirement System Pension Trust Fund accounts for
resources that are required to be held in trust for
members and beneficiaries of the defined benefit
plan. The financial statements for the State High-
way Patrol Retirement System Pension Trust Fund
are presented for the fiscal year ended December
31, 2003.

Private-Purpose Trust Fund — The Private-Purpose
Trust Fund accounts for trust arrangements under
which principal and income benefit participants in
the Variable College Savings Plan, which is adminis-
tered by the Tuition Trust Authority.

Investment Trust Fund — The STAR Ohio Invest-
ment Trust Fund accounts for the state-sponsored
external investment pool, which the Treasurer of
State administers for local government participants.

Agency Funds — These funds account for the re-
ceipt, temporary investment, and remittance of fidu-
ciary resources held on behalf of individuals, private
organizations, and other governments.

The State reports the following major component
unit funds:

The School Facilities Commission accounts for
grants that provide assistance to local school dis-
tricts for the construction of school buildings.

The Ohio Water Development Authority, Ohio State
University, and University of Cincinnati funds are
business-type activities that use proprietary fund
reporting. The financial statements for the Ohio Wa-
ter Development Authority, which provides financial
assistance to local governments for the construction
of wastewater and sewage facilities, are presented
for the fiscal year ended December 31, 2003. The
Ohio State University Fund accounts for the univer-
sity’s operations, including its health system, super-
computer center, agricultural research and devel-
opment center, and other legally separate entities
subject to the control of the university’s board. The
University of Cincinnati Fund accounts for the uni-
versity’s operations, including its related foundation.

C. Measurement Focus and Basis of Accounting
Government-wide, Enterprise Fund, and Fiduciary
Fund Financial Statements — The State reports the
government-wide financial statements and the pro-
prietary fund and fiduciary fund financial statements
using the economic resources measurement focus
and the accrual basis of accounting. Revenues are

recorded when earned, and expenses are recorded
at the time liabilities are incurred, regardless of when
the related cash flows take place.

The State recognizes revenues, expenses, gains,
losses, assets, and liabilities resulting from ex-
change and exchange-like transactions when the
exchange takes place. When resources are re-
ceived in advance of the exchange, the State reports
the unearned revenue as a liability.

Nonexchange transactions, in which the State gives
(or receives) value without directly receiving (or giv-
ing) equal value in exchange, include derived taxes,
grants, and entitlements. The revenues, expenses,
gains, losses, assets, and liabilities resulting from
nonexchange transactions are recognized in accor-
dance with the requirements of GASB 33, Account-
ing and Financial Reporting for Nonexchange
Transactions.

Under the accrual basis, the State recognizes assets
from derived tax revenues (e.g., personal income,
sales, motor vehicle fuel taxes) in the fiscal year
when the exchange transaction on which the tax is
imposed occurs or when the resources are received,
whichever occurs first. The State recognizes de-
rived tax revenues, net of estimated refunds and
estimated uncollectible amounts, in the same period
that the assets are recognized, provided that the
underlying exchange transaction has occurred.

Revenue from grants and entitiements is recognized
in the fiscal year in which all eligibility requirements
have been satisfied. Resources transmitted in ad-
vance of the State meeting eligibility requirements
are reported as unearned revenue.

Investment income includes the net increase (de-
crease) in the fair value of investments.

As permitted by GAAP, all governmental and busi-
ness-type activities and enterprise funds have
elected not to apply Financial Accounting Standards
Board Statements and Interpretations issued after
November 30, 1989.

Governmental Fund Financial Statements — The
State reports governmental funds using the current
financial resources measurement focus and the
modified accrual basis of accounting. Under this
method, revenues are recognized when measurable
and available. The State considers revenues re-
ported in the governmental funds, with exception to
federal revenue reported in the Highway Operating
Special Revenue Fund, to be available when the
revenues are collectible within 60 days after year-
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

end or soon enough thereafter to be used to pay
liabilities of the current period. The availability pe-
riod for purposes of recognizing federal revenues for
the Highway Operating Special Revenue Fund is
105 days after fiscal year-end or soon enough
thereafter to pay liabilities of the current period.

Significant revenue sources susceptible to accrual
under the modified accrual basis of accounting in-
clude:

Personal income taxes

Sales and use taxes

Motor vehicle fuel taxes

Charges for goods and services
Federal government grants

Tobacco settlement

Investment income

= . A _a _a _a _a

The State recognizes assets from derived tax reve-
nues (e.g., personal income, sales, motor vehicle
fuel taxes) in the fiscal year when the exchange
transaction on which the tax is imposed occurs or
when the resources are received, whichever occurs
first. The State recognizes derived tax revenues,
net of estimated refunds and estimated uncollectible
amounts, in the same period that the assets are rec-
ognized, provided that the underlying exchange
transaction has occurred and the revenues are col-
lected during the availability period.

For revenue arising from exchange transactions (i.e.,
charges for goods and services), the State defers
revenue recognition when resources earned from
the exchange are not received during the availability
period and reports unearned revenue when re-
sources are received in advance of the exchange.

The governmental funds recognize federal govern-
ment revenue in the period when all applicable eligi-
bility requirements have been met and resources are
available. Resources transmitted in advance of the
State meeting eligibility requirements are reported
as unearned revenue. The State defers revenue
recognition for reimbursement-type grant programs if
the reimbursement is not received during the avail-
ability period.

Investment income includes the net increase (de-
crease) in the fair value of investments.

Licenses, permits, fees, and certain other miscella-
neous revenues are not susceptible to accrual be-
cause generally they are not measurable until re-
ceived in cash. The “Other” revenue account is
comprised of refunds, reimbursements, recoveries,
and other miscellaneous income.
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Expenditures are recorded when the related fund
liability is incurred, except for principal and interest
on general long-term debt, capital lease obligations,
compensated absences, and claims and judgments.
The governmental funds recognize expenditures for
these liabilities to the extent they have matured or
will be liquidated with expendable, available financial
resources.

General capital asset acquisitions are reported as
expenditures in the governmental funds. Proceeds
from general long-term debt issuances, including
refunding bond proceeds, bond premiums, and ac-
quisitions under capital leases are reported as other
financing sources while bond discounts and pay-
ments to bond escrow agents are reported as other
financing uses.

D. Budgetary Process

As the Ohio Revised Code requires, the Governor
submits biennial operating and capital budgets to the
General Assembly.

The General Assembly approves operating appro-
priations in annual amounts and capital appropria-
tions in two-year amounts.

The General Assembly enacts the budget through
passage of specific departmental line-item appro-
priations, the legal level of budgetary control. Line-
item appropriations are established within funds by
program or major object of expenditure. The Gover-
nor may veto any item in an appropriation bill. Such
vetoes are subject to legislative override.

The State’s Controlling Board can transfer or in-
crease a line-item appropriation within the limitations
set under Sections 127.14 and 131.35, Ohio Re-
vised Code.

All governmental funds are budgeted except the fol-
lowing activities within the debt service fund type:

Improvements General Obligations
Highway Improvements General Obligations
Development General Obligations
Public Improvements General Obligations
Vietnam Conflict Compensation

General Obligations
Economic Development Revenue Bonds
Infrastructure Bank Revenue Bonds
Revitalization Project Revenue Bonds
Higher Education Facilities Special Obligations
Mental Health Facilities Special Obligations
Parks and Recreation Facilities Special Obligations
School Building Program Special Obligations
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Ohio Building Authority Special Obligations
Transportation Certificates of Participation

For budgeted funds, the State’s Central Accounting
System controls expenditures by appropriation line-
item, so at no time can expenditures exceed appro-
priations and financial-related legal compliance is
assured. The State uses the modified cash basis of
accounting for budgetary purposes.

The Detailed Appropriation Summary by Fund Re-
port, which is available for public inspection at the
Onhio Office of Budget and Management and its web
site, www.obm.ohio.gov, provides a more compre-
hensive accounting of activity on the budgetary ba-
sis at the legal level of budgetary control.

In the Statement of Revenues, Expenditures and
Changes in Fund Balances — Budget and Actual
(Non-GAAP Budgetary Basis) — General Fund and
Major Special Revenue Funds, the State reports
estimated revenues and other financing sources and
uses for the General Fund only; the State does not
estimate revenue and other financing sources and
uses for the major special revenue funds or its
budgeted nonmajor governmental funds.

Additionally, in the non-GAAP budgetary basis fi-
nancial statement, “actual” budgetary expenditures
include cash disbursements and outstanding en-
cumbrances, as of June 30.

The State Highway Patrol Retirement System Pen-
sion Trust Fund, the Variable College Savings Plan
Private-Purpose Trust Fund, and the STAR Ohio
Investment Trust Fund are not legally required to
adopt budgets. For budgeted proprietary funds, the
State is not legally required to report budgetary data
and comparisons for these funds. Also, the State
does not present budgetary data for its discretely
presented component units.

Because the State budgets on a modified cash basis
of accounting, which differs from GAAP, NOTE 3
presents a reconciliation of the differences between
the GAAP basis and non-GAAP budgetary basis of
reporting.

E. Cash Equity with Treasurer
and Cash and Cash Equivalents

Cash equity with Treasurer consists of pooled de-
mand deposits and investments carried at fair value.
The State’s cash pool under the Treasurer of State’s
administration has the general characteristics of a
demand deposit account whereby additional cash
can be deposited at any time and can also be effec-

tively withdrawn at any time, within certain budgetary
limitations, without prior notice or penalty.

Cash and cash equivalents include amounts on de-
posit with financial institutions and cash on hand.
The cash and cash equivalents account also in-
cludes investments with original maturities of three
months or less from the date of acquisition for the
Bureau of Workers’ Compensation enterprise fund.

Cash equity with Treasurer and cash and cash
equivalents, including the portions reported under
“Restricted Assets,” are considered to be cash
equivalents, as defined in GASB Statement No. 9,
for purposes of the Statement of Cash Flows.

Additional disclosures on the State’s deposits can be
found in NOTE 4.

F. Investments

Investments include long-term investments that may
be restricted by law or other legal instruments. With
the exception of certain money market investments,
which have remaining maturities at the time of pur-
chase of one year or less and are carried at amor-
tized cost, and holdings in the State Treasury Asset
Reserve of Ohio (STAR Ohio) investment pool, the
State reports investments at fair value based on
quoted market prices. STAR Ohio operates in a
manner consistent with Rule 2a7 of the Investment
Company Act of 1940; investments in the 2a7-like
pool are reported at amortized cost (which approxi-
mates fair value). The colleges and universities re-
port investments received as gifts at their fair value
on the donation date.

The primary government does not manage or pro-
vide investment services for investments reported in
the Agency Fund that are owned by other, legally
separate entities that are not part of the State of
Ohio’s reporting entity.

Additional disclosures on the State’s investments
can be found in NOTE 4.

G. Taxes Receivable

Taxes receivable represent amounts due to the
State at June 30, which will be collected sometime in
the future. In the government-wide financial state-
ments, revenue has been recognized for the receiv-
able. In the fund financial statements only the por-
tion of the receivable collected during the 60-day
availability period has been recognized as revenue
while the remainder is recorded as deferred reve-
nue. Additional disclosures on taxes receivable can
be found in NOTE 5A.
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H. Intergovernmental Receivable

The intergovernmental receivable balance is primar-
ily comprised of amounts due from the federal gov-
ernment for reimbursement-type grant programs.
Advances of resources to recipient local govern-
ments before eligibility requirements have been met
under government-mandated and voluntary nonex-
change programs and amounts due for exchanges
of State goods and services with other governments
are also reported as intergovernmental receivables.
Additional details on the intergovernmental receiv-
able balance can be found in NOTE 5B.

I. Inventories

Inventories are valued at cost. Principal inventory
cost methods applied include first-in/first-out, aver-
age cost, moving-average, and retail.

In the governmental fund financial statements, the
State recognizes the costs of material inventories as
expenditures when purchased. Inventories do not
reflect current appropriable resources in the gov-
ernmental fund financial statements, and therefore,
the State reserves an equivalent portion of fund bal-
ance.

J. Restricted Assets

The primary government reports assets restricted for
payment of deferred prize awards (Ohio Lotto) and
tuition benefits in the enterprise funds for the Lottery
Commission and Tuition Trust Authority, respec-
tively.

Generally, the component unit funds hold assets in
trust under bond covenants or other financing ar-
rangements that legally restrict the use of these as-
sets.

K. Capital Assets

Primary Government

The State reports capital assets purchased with
governmental fund resources in the government-
wide financial statements at historical cost, or at es-
timated historical cost when no historical records
exist. Donated capital assets are valued at their es-
timated fair value on the donation date. The State
does not report capital assets purchased with gov-
ernmental fund resources in the fund financial
statements. Governmental capital assets are re-
ported net of accumulated depreciation, except for
land, construction-in-progress, transportation infra-
structure assets, and individual works of art and his-
torical treasures, including historical land improve-
ments and buildings. Transportation infrastructure
assets are reported using the “modified approach,”
as discussed below, and therefore are not deprecia-
ble. Individual works of art and historical treasures,
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including historical land improvements and buildings,
are considered to be inexhaustible, and therefore,
are not depreciable.

The State reports capital assets purchased with en-
terprise fund resources and fiduciary fund resources
in the government-wide and the fund financial
statements at historical cost, or at estimated histori-
cal cost when no historical records exist. Donated
capital assets are valued at their estimated fair value
on the donation date. Capital assets are reported
net of accumulated depreciation.

The State has elected to capitalize its transportation
infrastructure assets, defined as bridges, general
highways, and priority highways, using the modified
approach. Under this approach, the infrastructure
assets are not depreciated because the State has
committed itself to maintaining the assets at a condi-
tion level that the Ohio Department of Transportation
(ODOT) has determined to be adequate to meet the
needs of the citizenry. Costs of maintaining the
bridge and highway infrastructure are not capital-
ized. New construction that represents additional
lane-miles of highway or additional square-footage
of bridge deck area and improvements that add to
the capacity or efficiency of an asset are capitalized.

ODOT maintains an inventory of its transportation
infrastructure capital assets, and conducts annual
condition assessments to establish that the condition
level that the State has committed itself to maintain-
ing is, in fact, being achieved. ODOT also estimates
the amount that must be spent annually to maintain
the assets at the desired condition level.

For its other types of capital assets, the State does
not capitalize the costs of normal maintenance and
repairs that do not add to an asset’s value or materi-
ally extend its useful life. Costs of major improve-
ments are capitalized. Interest costs associated with
the acquisition of capital assets purchased using
governmental fund resources are not capitalized;
while those associated with acquisitions purchased
using enterprise and fiduciary fund resources are
capitalized.

The State does not capitalize collections of works of
art or historical treasures that can be found at the
Governor’s residence, Malabar Farm (i.e., Louis
Bromfield estate), which the Ohio Department of
Natural Resources operates, the Ohio Arts Council,
the State Library of Ohio, and the Capitol Square
Review and Advisory Board for the following rea-
sons:
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1 the collection is held for public exhibition, educa-
tion, or research in furtherance of public service
rather than for financial gain.

i the collection is protected, kept unencumbered,
cared for, and preserved.

1 the collection is subject to an organizational pol-
icy that requires the proceeds from sales of col-
lection items to be used to acquire other items
for collections.

The State has established the following capitaliza-
tion thresholds:

BUldingS «...ccoovveveeeeeeeene $ 15,000
Building Improvements.......... 100,000
Land.....ceeeiiiiiieeee All, regardless of cost
Land Improvements.............. 15,000
Machinery and Equipment.... 15,000
Vehicles .......ccooeeeveeeiiiiiinnnn.. 15,000
Infrastructure:
Highway Network ............... 500,000
Bridge Network................... 500,000
Park and Natural
Resources Network ......... All, regardless of cost

For depreciable capital assets, the State applies the
straight-line method over the following estimated
useful lives:

Buildings .....cccooviiiiiiiee 20-45 years
Land Improvements.............. 10-25 years
Machinery and Equipment.... 2-15 years
Vehicles .....cccccovvieiiiiiie, 5-15 years
Park and Natural Resources

Infrastructure Network........ 10-50 years

NOTE 8 contains additional disclosures about the
primary government’s capital assets.

Discretely Presented Component Unit Funds

The discretely presented component unit funds
value all capital assets at cost and donated fixed
assets at estimated fair value on the donation date.
Capital assets are depreciated using the straight-line
method. Additional disclosures about the discretely
presented component unit funds’ capital assets can
be found in NOTE 8.

L. Noncurrent Liabilities

Government-wide Financial Statements — Liabilities
whose average maturities are greater than one year
are reported in two components — the amount due
in one year and the amount due in more than one
year. Additional disclosures as to the specific liabili-

ties included in noncurrent liabilities can be found in
NOTES 10 through 15.

Fund Financial Statements — Governmental funds
recognize noncurrent liabilities to the extent they
have matured or will be liquidated with expendable,
available financial resources.

The proprietary funds and component unit funds re-
port noncurrent liabilities expected to be financed
from their operations.

M. Compensated Absences

Employees of the State’s primary government earn
vacation leave, sick leave, and personal leave at
various rates within limits specified under collective
bargaining agreements or under law. Generally,
employees accrue vacation leave at a rate of 3.1
hours every two weeks for the first five years of em-
ployment, up to a maximum rate of 9.2 hours every
two weeks after 25 years of employment. Employ-
ees may accrue a maximum of three years vacation
leave credit. At termination or retirement, the State
pays employees, at their full rate, 100 percent of
unused vacation leave, personal leave, and, in cer-
tain cases, compensatory time and 50 to 55 percent
of unused sick leave.

Such leave is liquidated in cash, under certain re-
strictions, either annually in December, or at the time
of termination from employment.

For the governmental funds, the State reports the
compensated absences liability as a fund liability
(included in the “Accrued Liabilities” account as a
component of wages payable) to the extent it will be
liquidated with expendable, available financial re-
sources. For the primary government’s proprietary
funds and its discretely presented component unit
funds, the State reports the compensated absences
liability as a fund liability included in the “Refund and
Other Liabilities” account.

The State’s primary government accrues vacation,
compensatory time, and personal leaves as liabilities
when an employee’s right to receive compensation
is attributable to services already rendered and it is
probable that the employee will be compensated
through paid time off or some other means, such as
at termination or retirement.

Sick leave time that has been earned, but is un-
available for use as paid time off or as some other
form of compensation because an employee has not
met a minimum service time requirement, is accrued
to the extent that it is considered to be probable that
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the conditions for compensation will be met in the
future.

The State’s primary government accrues sick leave
using the vesting method. Under this method, the
liability is recorded on the basis of leave accumu-
lated by employees who are eligible to receive ter-
mination payments, as of the balance sheet date,
and on leave balances accumulated by other em-
ployees who are expected to become eligible in the
future to receive such payments.

Included in the compensated absences liability is an
amount accrued for salary-related payments directly
and incrementally associated with the payment of
compensated absences upon termination. Such
payments include the primary government’s share of
Medicare taxes.

For the colleges and universities, vacation and sick
leave policies vary by institution.

N. Fund Balance
Fund balance reported in the governmental fund
financial statements is classified as follows:

Reserved

Reservations represent balances that are not appro-
priable or are legally restricted for a specific pur-
pose. Additional details on “Reserved for Other”
balances are disclosed in NOTE 17.

Unreserved/Designated
Designations represent balances available for tenta-
tive management plans that are subject to change.

Unreserved/Undesignated

Unreserved/undesignated fund balances are avail-
able for appropriation for the general purpose of the
fund.

0. Risk Management

The State’s primary government is self-insured for
claims under its traditional healthcare plans and for
vehicle liability while it has placed public official fidel-
ity bonding with a private insurer. The State self-
funds tort liability and most property losses on a pay-
as-you-go basis; however, selected state agencies
have acquired private insurance for their property
losses. While not the predominant participants, the
State’s primary government and its discretely pre-
sented component units participate in a public entity
risk pool, which is accounted for in the Bureau of
Workers’ Compensation Enterprise Fund, for the
financing of their respective workers’ compensation
liabilities. These liabilities are reported in the gov-
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ernmental funds as an interfund payable. (See
NOTE 7).

P. Interfund Balances and Activities

Interfund transactions and balances have been
eliminated from the government-wide financial
statements to the extent that they occur within either
the governmental or business-type activities. Bal-
ances between governmental and business-type
activities are presented as internal balances and are
eliminated in the total column. Revenues and ex-
penses associated with reciprocal transactions
within governmental or within business-type activi-
ties have not been eliminated.

In the fund financial statements, interfund activity
within and among the three fund categories (gov-
ernmental, proprietary, and fiduciary) is classified
and reported as follows:

Reciprocal interfund activity is the internal counter-
part to exchange and exchange-like transactions.
This activity includes:

Interfund Loans — Amounts provided with a re-
quirement for repayment, which are reported as in-
terfund receivables in lender funds and interfund
payables in borrower funds. When interfund loan
repayments are not expected within a reasonable
time, the interfund balances are reduced and the
amount that is not expected to be repaid is reported
as a transfer from the fund that made the loan to the
fund that received the loan.

Interfund Services Provided and Used — Sales and
purchases of goods and services between funds for
a price approximating their external exchange value.
Interfund services provided and used are reported
as revenues in seller funds and as expenditures or
expenses in purchaser funds. Unpaid amounts are
reported as interfund receivables and payables in
the fund balance sheets or fund statements of net
assets.

Nonreciprocal interfund activity is the internal coun-
terpart to nonexchange transactions. This activity
includes:

Interfund Transfers — Flows of assets without
equivalent flows of assets in return and without a
requirement for repayment. In governmental funds,
transfers are reported as other financing uses in the
funds making transfers and as other financing
sources in the funds receiving transfers.
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Interfund Reimbursements — Repayments from
funds responsible for particular expenditures or ex-
penses to the funds that initially paid for them. Re-
imbursements are not displayed in the financial
statements.

Details on interfund balances and transfers are dis-
closed in NOTE 7.

Q. Intra-Entity Balances and Activities
Balances due between the primary government and
its discretely presented component units are re-

ported as receivables from component units or pri-
mary government and payables to component units
or primary government. For each major component
unit, the nature and amount of significant transac-
tions with the primary government are disclosed in
NOTE 7.

Resource flows between the primary government
and its discretely presented component units are
reported like external transactions (i.e., revenues
and expenses).

NOTE 2 RESTATEMENTS AND CHANGES IN ACCOUNTING PRINCIPLES AND STANDARDS

A. Implementation of Recently Issued
Accounting Pronouncements

For the fiscal year ended June 30, 2004, the State

implemented the provisions of the following pro-

nouncements of the Governmental Accounting

Standards Board (GASB):

o GASB Statement No. 39, Determining Whether
Certain Organizations Are Component Units

e GASB Technical Bulletin No. 2004-1, Tobacco
Settlement Recognition and Financial Reporting
Entity Issues

GASB Statement No. 39 amends GASB Statement
No. 14, The Financial Reporting Entity, and estab-
lishes additional guidance on the application of exist-
ing standards during the assessment of potential
component units when determining a government’s
financial reporting entity. GASB Statement No. 39
requires the reporting of a legally separate, tax-
exempt organization, as a component unit,

when it raises and holds economic resources for the
direct benefit of a governmental unit, and the organi-
zation in question meets certain other criteria set
forth in the standard.

GASB Technical Bulletin No. 2004-1 clarifies the
guidance for revenue recognition of payments to
settling governments pursuant to the Master Settle-
ment Agreement with the major tobacco companies.

Restatements for the primary government and its
component units resulting from corrections, imple-
mentation of GASB 39, and changes in reporting
entity are detailed in the following tables.

B. Restatements — Primary Government
Restatements of fund balances/net assets, as of
June 30, 2003, for the primary government are pre-
sented in the following table (dollars in thousands).

Governmental Funds

Job, Family
and Other Other
Human Governmental
Services Funds Total
Fund Balance, as of June 30, 2003, As Previously Reported...........cccooeierirereienenenncns $288,975 $3,597,928 $3,886,903
Corrections:
Decrease in Assets:
Intergovernmental Receivable
(Federal Temporary Assistance to Needy Families (TANF) Program).................... (59,983) — (59,983)
Increase in Liabilities:
Unearned Revenue (Federal TANF Program) .........cccccceoeeriiinieeniinieesie e (210,973) — (210,973)
Fund Balance, July 1, 2003, As Restated.........cccccueiiriiiiiiiice e $ 18,019 $3,597,928 $3,615,947
Governmental
Activities
Net Assets, as of June 30, 2003, As Previously REPOIMEM ..........ooiiiiiiiiie ettt e et e e s e e e e enaee e snneeas $16,860,415
Corrections:
Increase/(Decrease) in Assets:
Intergovernmental Receivable (Federal Programs — TANF-($59,983) & Child Care Development-$30,127) (29,856)
Other Receivables (Tobacco Settlement Revenue Recognition under GASB Technical Bulletin 2004-1) ...........ccccceeeneee. 158,161
Increase in Liabilities:
Unearned Revenue (Federal TANF PrOgram) .........ooiioiiioiiiii ettt sttt et sae et ee et e e e saeesanee s (210,973)
Net Assets, JUuly 1, 2003, AS RESIAIEA. ... ....oeiiiiie it e et e e s e e e et e e e asteeesseeeaneeeeanneeeeanseeesnnseeeanneeeesneeesnneeas $16,777,747
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C. Restatements — Nonmajor Component Units
Restatements of net assets, as of June 30, 2003,
are summarized for the discretely presented nonma-
jor component unit funds below (dollars in thou-
sands).

Nonmajor
Component
Units

Net Assets, as of June 30, 2003,

As Previously Reported ...........cccocveeiniieennnnnn. $3,875,671
Change in Accounting Principle:

Implementation of GASB 39 ..........ccceiiiienne 845,022
Change in Reporting Entity:

Net Assets of the

Air Quality Development Authority................... 3,972
Corrections to Net Assets,

as previously reported ...........ccocveiiiiieiniiieenne (1,624)
Net Increase........cccocceviiiiiiiiiiiiecceee 847,370
Net Assets, July 1, 2003, As Restated................ $4,723,041

D. Recently Issued GASB Pronouncements

In March 2003, the GASB issued Statement No. 40,
Deposit and Investment Risk Disclosures—an
amendment of GASB Statement No. 3. This State-
ment establishes accounting and financial reporting
standards for disclosure of common deposit and in-
vestment risks related to credit risk, custodial credit
risk, concentration of credit risk, interest rate risk,
and foreign currency risk. The provisions of this
Statement are effective for financial statements for
periods beginning after June 15, 2004.

In November 2003, the GASB issued Statement No.
42, Accounting and Financial Reporting for Impair-
ment of Capital Assets and for Insurance Recover-
ies. This Statement establishes accounting and fi-
nancial reporting standards for impairment of capital
assets and clarifies and establishes accounting re-
quirements for insurance recoveries. This State-
ment’s provisions are effective for financial state-
ments for periods beginning after December 15,
2004.

In April 2004, the GASB issued Statement No. 43,
Financial Reporting for Postemployment Benefit
Plans Other Than Pension Plans. This Statement
establishes uniform financial reporting standards for
other postemployment benefits (OPEB) plans and
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supersedes guidance included in Statement No. 26,
Financial Reporting for Postemployment Healthcare
Plans Administered by Defined Benefit Pension
Plans. The standards in this Statement apply for
OPEB trust funds included in the financial reports of
plan sponsors or employers, as well as for the stand-
alone financial reports of OPEB plans or the public
employee retirement systems, or other third parties
that administer them. The requirements of this
Statement are effective one year prior to the effec-
tive date of GASB Statement No. 45, Accounting
and Financial Reporting by Employers for Postem-
ployment Benefits Other Than Pension, for the em-
ployer (single-employer plan) or for the largest par-
ticipating employer in the plan (multiple-employer
plan). The effective dates by which governments
are to implement the provisions of GASB Statement
No. 45 are discussed below.

In May 2004, the GASB issued Statement No. 44,
Economic Condition Reporting: The Statistical Sec-
tion. This Statement amends portions of NCGA
Statement 1, Governmental Accounting and Finan-
cial Reporting Principles, that guide the preparation
of the statistical section. The provisions of this
Statement are effective for statistical sections pre-
pared for periods beginning after June 15, 2005.

In June 2004, the GASB issued Statement No. 45,
Accounting and Financial Reporting by Employers
for Postemployment Benefits Other Than Pensions.
This Statement establishes standards for the meas-
urement, recognition, and disclosures, and if appli-
cable, required supplementary information (RSI) in
the financial reports of state and local governmental
employers. This Statement is effective for periods
beginning after December 15, 2006, for phase 1
governments (those with total annual revenues of
$100 million or more in the first fiscal year ending
after June 15, 1999); after December 15, 2007, for
phase 2 governments (those with total annual reve-
nues of $10 million or more but less than $100 mil-
lion in the first fiscal year ending after June 15,
1999); and after December 15, 2008, for phase 3
governments (those with total annual revenues of
less than $10 million in the first fiscal year ending
after June 15, 1999).

Management has not yet determined the impact that
the new GASB pronouncements will have on the
State’s financial statements.
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In the accompanying Statement of Revenues, Ex-
penditures and Changes in Fund Balances —
Budget and Actual (Non-GAAP Budgetary Basis) —
General Fund and Major Special Revenue Funds,
actual revenues, transfers-in, expenditures, encum-
brances, and transfers-out reported on the non-
GAAP budgetary basis do not equal those reported
on the GAAP basis in the Statement of Revenues,
Expenditures and Changes in Fund Balances —
Major Governmental Funds.

This inequality results primarily from basis differ-
ences in the recognition of accruals, deferred reve-
nue, interfund transactions, and loan transactions,
and from timing differences in the budgetary basis of
accounting for encumbrances. On the non-GAAP
budgetary basis, the State recognizes encum-
brances as expenditures in the year encumbered,
while on the modified accrual basis, the State rec-
ognizes expenditures when goods or services are
received regardless of the year encumbered.

Original budget amounts in the accompanying
budgetary statements have been taken from the first
complete appropriated budget for fiscal year 2004.

An appropriated budget is the expenditure authority
created by appropriation bills that are signed into law
and related estimated revenues. The original
budget also includes actual appropriation amounts
automatically carried over from prior years by law,
including the automatic rolling forward of appropria-
tions to cover prior-year encumbrances.

Final budget amounts represent original appropria-
tions modified by authorized transfers, supplemental
and amended appropriations, and other legally au-
thorized legislative and executive changes applica-
ble to fiscal year 2004, whenever signed into law or
otherwise legally authorized.

For fiscal year 2004, no excess of expenditures over
appropriations were reported in individual funds.

A reconciliation of the fund balances reported under
the GAAP basis and budgetary basis for the General
Fund and the major special revenue funds is pre-
sented on the following page.
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Primary Government

Reconciliation of GAAP Basis Fund Balances to Non-GAAP Budgetary Basis Fund Balances

For the General Fund and Major Special Revenue Funds
As of June 30, 2004

(dollars in thousands)

Major Special Revenue Funds

Job, Family,
and Other
Human Highway Revenue
General Services Education Operating Distribution
Total Fund Balances - GAAP Basis ...........c.ccccceveveuenna. $ 735,836 $ (76,455) $ 48,306 $ 600,221 $ 118,804
Less: Reserved Fund Balances .............ccccovveeeeeeennn. 638,088 1,270,539 50,498 1,427,459 126,517
Less: Designated Fund Balances .............cccccevceeeennns 97,748 — — — —
Unreserved/Undesignated Fund Balances —
GAAP BaSIS ... — (1,346,994) (2,192) (827,238) (7,713)
Revenue Accruals/Adjustments:
Cash Equity with Treasurer ..........cccccooveiviineenncene (74,863) (5,936) (557) (15,108) (2,515)
Taxes Receivable ..........cccoooeiiiiiiiiieeeee e (811,159) — — (48,302) (212,641)
Intergovernmental Receivable..............ccccccccveeneenen. (454,312) (572,397) (127,753) (85,264) —
Loans Receivable, Net..........cccceieiiiiiiieeeee (41,757) — (9,438) (55,311) —
Interfund Receivable.............cccoooeiiiniiniiieee, (269,421) (6) — — —
Other Receivables ...........cccoviiiiiiiiiic e, (297,374) (41,059) (560) (986) —
INVENTOTIES ..o (21,614) — — (23,403) —
Other ASSEtS .......ccoruiiiiiiiicsiec e (16,919) (1,994) (4,577) (3,175) —
Deferred Revenue............cccocvneeiinieieseeece e 160,128 282,324 11,759 850 16,289
Unearned Revenue.............ccccccveeveiieeieeieeee — 330,740 58,335 34,629 8,162
Total Revenue Accruals/Adjustments ............c.cccceneeee (1,827,291) (8,328) (72,791) (196,070) (190,705)
Expenditure Accruals/Adjustments:
Accounts Payable ..........c.cccovirininiiniieecceee 153,398 53,630 10,001 134,401 —
Accrued Liabilities..........cccoerereriiriiec e 99,842 11,872 1,373 19,046 —
Medicaid Claims Payable ............ccccceiiiiiiinieeannenn. 954,720 — — — —
Intergovernmental Payable... 286,132 231,759 70,017 1,386 356,021
Interfund Payable...........oocoiiiieiiieee e 580,085 15,251 2,696 100,045 56
Payable to Component Units ..........cccocceeeiieeiiienene 10,728 1,498 1,043 682 —
Refund and Other Liabilities ... 686,075 8,006 — — 70,389
Liability for Escheat Property ..........cccoceviiiiivnccennn. 7,149 — — — —
Total Expenditure Accruals/Adjustments ..................... 2,778,129 322,016 85,130 255,560 426,466
Other Adjustments:
Fund Balance Reclassifications:
From Unreserved (Non-GAAP Budgetary Basis)
to Reserved for:
Noncurrent Portion of Loans Receivable............... 39,529 — 9,170 54,617 —
Noncurrent Portion of Interfund Receivable .......... 265,875 — — — —
INVENLOMES ... 21,614 — — 23,403 —
State and Local Highway Construction.................. — — — — 126,517
Federal Programs..........ccoocveeiinieinieee e — 410 8,704 — —
OtNET .. 20,696 1,994 203 3,175 —
From Undesignated (Non-GAAP
Budgetary Basis) to Designated ...............ccocevvieennen. 97,748 — — — —
Cash and Investments Held
Outside of State Treasury..........cccveeveeniniieeneennne. (256,173) (23,544) (3,801) (365) (6,818)
Total Other Adjustments ..........cccocevvieiviieieceeee 189,289 (21,140) 14,276 80,830 119,699
Total Basis Differences..........cccccceeevveveeeeeecccreenenn. 1,140,127 292,548 26,615 140,320 355,460
TIMING DIFFERENCES
Encumbrances..........cooeoiiiiiiiiie i (205,837) (387,700) (28,427) (134,660) —
Budgetary Fund Balances (Deficits) —
NON-GAAP BaSIS ...c.veveieiiriieiiniicie e $ 934,290 $(1,442,146) $ (4,004) $ (821,578) $ 347,747
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A. Legal Requirements

The deposit and investment policies of the Treasurer
of State and the State Board of Deposit are gov-
erned by the Uniform Depository Act, Chapter 135,
Ohio Revised Code, which requires state moneys to
be maintained in one of the following three classifi-
cations:

Active Deposits — Moneys required to be kept in a
cash or near-cash status to meet current demands.
Such moneys must be maintained either as cash in
the State’s treasury or in one of the following: a
commercial account that is payable or withdrawable,
in whole or in part, on demand, a negotiable order of
withdrawal account, a money market deposit ac-
count, or a designated warrant clearance account.

Inactive Deposits — Those moneys not required for
use within the current two-year period of designation
of depositories. Inactive moneys may be deposited
or invested only in certificates of deposit maturing
not later than the end of the current period of desig-
nation of depositories.

Interim Deposits — Those moneys not required for
immediate use, but needed before the end of the
current period of designation of depositories. Interim
deposits may be deposited or invested in the follow-
ing instruments:

. Bonds, notes, or other obligations of or
guaranteed by the United States, or those
for which the faith of the United States is
pledged for the payment of principal and in-
terest;

. Bonds, notes, debentures, or other obliga-
tions or securities issued by any federal
government agency, or the Export-lmport
Bank of Washington;

. Repurchase agreements in the securities
enumerated above;

. Certificates of deposit in the eligible institu-
tions applying for interim moneys;

. Bonds and other direct obligations of the
State of Ohio issued by the Treasurer of
State and of the Ohio Public Facilities Com-
mission, the Ohio Building Authority, and
the Ohio Housing Finance Agency;

e  The Treasurer of State’s investment pool,
as authorized under Section 135.45, Ohio
Revised Code;

. Linked deposits, reduced-rate deposits at
financial institutions that provide reduced-
rate loans to small businesses, as author-
ized under Section 135.63, Ohio Revised
Code;

e  Agricultural linked deposits, reduced-rate
deposits at financial institutions that provide
reduced-rate loans to agricultural busi-
nesses, as authorized under Section
135.631, Ohio Revised Code;

. Securities lending agreements with any
eligible financial institution that is a member
of the federal reserve system or federal
home loan bank, or any recognized U.S.
government securities dealer;

. Commercial paper issued by any corpora-
tion that is incorporated under the laws of
the United States or a state, and rated in
one of the two highest rating categories by
two nationally recognized rating agencies
and not exceeding five percent of the total
average investment portfolio;

. Bankers’ acceptances maturing in 270 days
or less and not exceeding 10 percent of the
total average investment portfolio;

. Debt of domestic corporations and direct
obligations of foreign nations diplomatically
recognized by the United States, rated in-
vestment grade by nationally recognized
rating agencies and, in the aggregate, not
exceeding 25 percent of the total average
investment portfolio;

. Obligations of a board of education as au-
thorized under Sections 133.10 or 133.301,
Ohio Revised Code; and

. No-load money market funds consisting of
U.S. government agency obligations or
commercial paper, and repurchase agree-
ments secured by such obligations.

The primary government’s deposits must be held in
insured depositories approved by the State Board of
Deposit and must be fully collateralized.

In some cases, deposit and investment policies of
certain individual funds and component units are
established by Ohio Revised Code provisions other
than the Uniform Depository Act and by bond trust
agreements. In accordance with applicable statutory
authority, the State Highway Patrol Retirement
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System Pension Trust Fund, the Tuition Trust Au-
thority Enterprise Fund, the Workers’ Compensation
Enterprise Fund, the Retirement Systems Agency
Fund, and the higher education institutions may also
invest in common and preferred stocks, domestic
and foreign corporate/government bonds and notes,
direct mortgages, limited partnerships, venture capi-
tal, real estate, and other investments.

B. State-Sponsored Investment Pool

The Treasurer of State is the investment advisor and
administrator of the State Treasury Asset Reserve of
Ohio (STAR Ohio), a statewide external investment
pool authorized under Section 135.45, Ohio Revised
Code. STAR Ohio issues a stand-alone financial
report, copies of which may be obtained by making a
written request to: Director of Investments, Treas-
urer of State, 30 East Broad Street, 9" Floor, Co-
lumbus, Ohio 43215, by calling (614) 466-2160, or
by accessing the Treasurer of State’'s website at
www.ohiotreasurer.org.

C. Deposits

1. Primary Government

As of June 30, 2004, the carrying amount of depos-
its was (dollars in thousands) $941,596 and the
bank balance was $1,067,570. Of the bank balance,
$774,483 was fully insured or collateralized with se-
curities held by the primary government or its agent
in the primary government’s name (Category 1),
$11,276 was collateralized with securities held by
the pledging financial institution’s trust department or
its agent in the primary government’'s name (Cate-
gory 2), and $281,811, although meeting legal col-
lateralization requirements, was categorized as un-
insured and uncollateralized (Category 3).

2. Component Units

As of June 30, 2004, the carrying amount of depos-
its was (dollars in thousands) $618,492, and the
bank balance was $705,228. Of the bank balance,
$20,229 was fully insured or collateralized with secu-
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rities held by the respective component units or their
agents in the component unit's name (Category 1),
$498,487 was collateralized with securities held by
the pledging financial institution’s trust department or
its agent in the respective component unit's name
(Category 2), and $186,512, although meeting legal
collateralization requirements, was categorized as
uninsured and uncollateralized (Category 3).

D. Investments

The State categorizes investments to give an indica-
tion of the levels of credit risk associated with the
State’s custodial arrangements at year-end. Cate-
gory 1 includes investments that are insured, regis-
tered, or held by the State or its agent in the State’s
name. Category 2 includes uninsured and unregis-
tered investments held by the counterparty’s trust
department or its agent in the State’s name. Cate-
gory 3 includes uninsured and unregistered invest-
ments held by the counterparty, its trust department,
or its agent, but not in the State’s name.

Certain investments have not been categorized be-
cause the securities are not used as evidence of the
investment. These uncategorized investments in-
clude ownership in mutual funds, real estate, ven-
ture capital and limited partnerships, direct mort-
gages, life insurance, investment contracts, charita-
ble lead trusts, and the deposit with the federal gov-
ernment. In conformity with Governmental Account-
ing Standards Board Statement No. 28, Accounting
and Financial Reporting for Securities Lending
Transactions, securities lent at year-end for cash
collateral have not been categorized by custodial
credit risk, while securities lent for securities collat-
eral have been categorized.

The levels of credit risk assumed by the primary
government and its discretely presented component
units and the carrying amount and fair value of in-
vestments, as of June 30, 2004, are detailed in the
tables on the following page.
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Investment Credit Risk
As of June 30, 2004
(dollars in thousands)
Total
Primary Government: Category 1 Category 2 Category 3 Fair Value
U.S. Government & Agency Obligations:
Not on Securities Loan...........ccccoeevvevenveeenennne $ 15,497,572 $ — $ 5,189,802 $ 20,687,374
On Securities Loan .......cccceeeeeeieeeeeeeeeeeeeeeeeeeeeeen, — — 94,538 94,538
Repurchase Agreements.......... 118,117 — 339 118,456
Common and Preferred Stock..
Not on Securities Loan............ccocceeivenieinniieene 58,508,478 — 3,790,566 62,299,044
On Securities Loan .......ccccceeeeeveeeieeeieeeeeeeeeeeeeenn, — — 863,698 863,698
Corporate Bonds and Notes:
Not on Securities Loan..............ceeeeveeeeveeeveevvennnnns 10,371,209 — 1,527,885 11,899,094
On Securities Loan .........cccooeiieiiiiiiienieeieeen — — 58,264 58,264
Foreign Stocks and Bonds .........cccceeceeiiiineniieenns 24,737,854 — 1,597,211 26,335,065
Commercial Paper.........cccouviveeeiiiiiiiee e 3,152,408 — 1,607,815 4,760,223
High-Yield & Emerging Markets Fixed Income........ 898,909 — — 898,909
Mortgage and Asset-Backed Securities .................. 5,033,132 — — 5,033,132
Securities Lending Collateral:
U.S. Government & Agency Obligations............. 10,628 — 1,348,409 1,359,037
Repurchase Agreements .............ccccceeeneee. 1,083,669 — — 1,083,669
Common and Preferred Stock 134,350 — 269,858 404,208
Corporate Bonds and Notes ..........cccceeevverennnnen. 2,305,871 — 222,870 2,528,741
Foreign Stocks and Bonds... — — 199,384 199,384
Commercial Paper........cccoccceeevcveeienens 464,612 — — 464,612
Mortgage and Asset-Backed Securities.............. 13,142 — — 13,142
$122,329,951 $ — $16,770,639 139,100,590
Investments Held by Broker-dealers under Securities Loans with Cash Collateral:
U.S. Government and AgenCy OblIGations ............coiuiiiiiiiieie ettt 6,389,037
CommON aNd Preferred SOCK .........ooii ittt e e e e e e e e et e e e e s ennsaeeaeeeeenne 398,227
(0] g oTo] =1 (- =Te] g o S3=TaTo I\ L] (=TSSP EPRTN 227,900
Foreign Stocks and Bonds............... B PRSP PP URTUPRRPPPP 965,887
Mortgage and Asset-Backed SECUNLIES. ........cc.uiiuiiiiiiie ittt st 12,848
LY UL E= 1 U g Vo [ SO S TR UROS 10,357,751
REAI ESTALE ...ttt etk e b b e b et e e e b et e e h et e abne e e nanee e e neee s 9,793,482
Venture Capital............ 1,780,588
Limited Partnerships.... 999,037
INVESTMENT CONTFACES .....eiiiiiie ettt e e et e et e e e st e e sas e e e sneeeeenseeeeanseeenneeeeanneeeenseeeesnneeeanneean 943
Securities Lending Collateral — Mutual FUNGS .........cooiiiiiii e e 207,323
Deposit With Federal GOVEIMIMENT..........coouii ittt ettt ettt e s nbeeseneens 711,038
Component Units’ Equity in State Treasurer's Cash and Investment Pool
(including associated Collateral on Lent SECUIIES) .......cocuiiiiiiiiiiiiiieicee e (542,200)
Component Units’ Equity in the State Treasury Asset Reserve of Ohio (STAR Ohi0)......ccccceeiiiiiieiiiiiiniiceee. (485,075)
Total Investments — Primary GOVEIMMENT...........uii ittt e e e e e e s sbee e seeeaesaneeeanes $169,917,376
Total
Component Units: Category 1 Category 2 Category 3 Fair Value
U.S. Government & Agency Obligations................. $ 266,857 $ 983,877 $201,006 $1,451,740
Common and Preferred Stock...........cccoceeeieeieennne. 801,816 1,432,507 128,637 2,362,960
Corporate Bonds and Notes.........ccccoeeeeeiiieeninnnne 216,957 345,163 89,598 651,718
Commercial Paper.........cccovvveeeieiiiieiee e 104 — — 104
Repurchase Agreements..........ccccceveeiieenecninceninen. — 328,152 4,062 332,214
Negotiable Certificates of Deposit...........c..cceevuenee. — — 4,000 4,000
Foreign Bonds .........cccceviiiiiiiiiiiiciccee e 29 — — 29
Other Investments ..........ccccooiiiiiiieeiee e, 1,206 — — 1,206
$1,286,969 $3,089,699 $427,303 4,803,971
Investment in State Treasurer’'s Cash and Investment Pool
(including associated Collateral on Lent SECUIIES) .......ccuiiiiiiiiiiiiiiiesiie e 542,200
Investment in the State Treasury Asset Reserve of Ohio (STAR Ohi0).......ccoiiiiiiiiiiiiiie e 485,075
IMIUBUAE FUNGS ...ttt e e ettt e e b et e e s et e e et e e as et e sse e e e e be e e e enre e e e neeeeenneeennnee 1,172,255
[T I ] = (T 84,060
D=t 1Y o] o F= o =T T PSPPSR PSPPI 45,774
Life INSUFANCE ... 2,761
[ T (=0 I =T 1= ] a1 oSSR 23,025
[LaNVZ=TS] (a1 o1 A @7 a1 = Tox (=R 66,629
Charitable LEAA TIUSES ... ..eeteiiiiieiii ettt ettt h et b e et et e b e e bt e ea e et e e bt e be e e nbeenbeesaneenneas 651
Total Investments — ComPONENt UNIES .........eiiiiiiiiiiie et see e ee e e st s e e ae e e ssaee e ssnaeesraaeennreeesnnes $7,226,401
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The total carrying amount of deposits and invest-
ments, as of June 30, 2004, reported for the primary
government and its component units is (dollars in
thousands) $178,267,277. The total carrying
amount of deposits and investments categorized
and disclosed in this note is $178,703,865. A rec-
onciliation of the difference is presented in the table
below.

E. Securities Lending Transactions

The Treasurer of State, Bureau of Workers’ Com-
pensation (BWC), and the State Highway Patrol Re-
tirement System participate in securities lending
programs for securities included in the “Cash Equity
with Treasurer” and “Investments” accounts and the
STAR Ohio program. Each lending program is ad-
ministered by a custodial agent bank, whereby cer-
tain securities are transferred to an independent
broker-dealer (borrower) in exchange for collateral.
The State requires its custodial agents to ensure
that the State’s lent securities are collateralized at
no less than 102 percent of fair value. Conse-
quently, as of June 30, 2004, the State had no credit

exposure since the amount the State owed to bor-
rowers exceeded the amount borrowers owed the
State.

For loan contracts the Treasurer executes for the
State’s cash and investment pool, which is reported
in the financial statements as “Cash Equity with
Treasurer,” and for the Ohio Lottery Commission’s
Structured Investment Portfolio, which is reported as
“‘Restricted Investments,” the lending agent may not
lend more than 75 percent of the total average port-
folio. For the STAR Ohio program, no more than 25
percent of the STAR Ohio total average investment
portfolio may be lent up to seven days and no more
than 10 percent of the total average portfolio for
terms greater than seven days, but no more than to
30 days.

The State invests cash collateral in short-term obli-
gations, which have a weighted average maturity of
45 days or less and generally match the maturities
of securities loans.

Reconciliation of Deposit and Investments Disclosures
With Financial Statements
As of June 30, 2004

(dollars in thousands)

Government-Wide Statement of Net Assets

Fiduciary Funds

Governmental Business-Type Component Statement of
Activities Activities Units Net Assets Total

Cash Equity with Treasurer............ccc.ccceeevnene. $5,107,379 50,295 $ 388,266 $ 170,767 $ 5,716,707

Cash and Cash Equivalents............. 94,120 1,716,627 730,630 377,034 2,918,411

Investments ..........ccoooiiiiiiiiine 742,645 14,973,939 5,189,911 138,797,209 159,703,704

Collateral on Lent Securities ............ 2,108,403 2,673,153 153,934 1,324,054 6,259,544

Deposit with Federal Government.... — 711,038 — — 711,038
Restricted Assets:

Cash and Cash Equivalents......................... — 1,768 121,243 — 123,011

INVESTMENES ... — 1,573,953 1,260,909 — 2,834,862

Total Reporting Entity .........cccoooeevirennnne $8,052,547 $21,700,773 $7,844,893 $140,669,064 $178,267,277
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Primary Government:

DEPOSIES. ....vievieceiiectee ettt $ 941,596
Investments ... 169,917,376
170,858,972
Component Units:
DEPOSIES. . uviieeeieiiiieie e 618,492
Investments ... 7,226,401
7,844,893
Total Carrying Amount of Deposits and Investments ........ 178,703,865
Outstanding Warrants and Other Reconciling Items ......... (188,708)
Differences Resulting from Component Units
with December 31 Year-Ends (247,880)
Total Reporting Entity..........ccoceeviiiiiniiiiiieeeeeen $178,267,277
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The State cannot sell securities received as collat-
eral unless the borrower defaults. Consequently,
these amounts are not reflected in the financial
statements.

According to the lending contracts the Treasurer of
State executes for the State’s cash and investment
pool and for the Ohio Lottery Commission, the secu-
rities lending agent is to indemnify the Treasurer of
State for any losses resulting from either the default
of a borrower or any violations of the security lend-

ing policy.

The security lending agent for the STAR Ohio Pro-
gram is to indemnify the Treasurer for losses result-
ing from the failure of the borrower to return the
loaned securities in accordance with the terms of the
loan agreement, provided, however, that the agent’s
obligation to indemnify the Treasurer under the
agreement shall be limited to an indemnification
amount equal to the difference between the market
value of the loaned securities on the date that such
loaned securities should have been returned to the
agent (the “default date”) and the greater of:

e the cash collateral received from the
borrower, or

e the value of investments of collateral —
the greater of (i) the value of the collat-
eral on the default date or (ii) the value
of the collateral when it was received
from the borrower. In the case of collat-
eral consisting of a letter of credit, the
value of the collateral shall be the face
amount of the letter of credit.

Loan contracts for the Bureau of Workers Compen-
sation do not provide any loss indemnification by
securities lending agents in cases of borrower de-
fault.

During fiscal year 2004, the State had not experi-
enced any losses due to credit or market risk on se-
curities lending activities.

During the fiscal year, the Treasurer and the STAR
Ohio program lent U.S. government and agency ob-
ligations in exchange for collateral consisting of
cash. The BWC lent fixed maturities and equity se-
curities in exchange for cash, broker-provided, and
letters of credit collateral while the State Highway
Patrol Retirement System also lent a mix of fixed

maturities and equity securities in exchange for cash
collateral.

F. Derivatives

Derivatives are generally defined as a contract
whose value depends on, or derives from, the val-
ues of an underlying asset, reference rate, or index.

As of June 30, 2004, the Bureau of Workers’ Com-
pensation Enterprise Fund held approximately $4.4
billion in certain mortgage and asset-backed securi-
ties (primarily classified under the “U.S. Government
and Agency Obligations” investment type), which the
fund classified as derivatives. The overall return or
yield on mortgage and asset-backed securities de-
pends on the interest amount collected over the life
of the security and the change in the fair value. Al-
though the Bureau will receive the full principal
amount, if prepaid, the interest income that would
have been collected during the remaining period to
maturity is lost. Accordingly, the yields and maturi-
ties of mortgage and asset-backed securities gener-
ally depend on when the underlying loan principal
and interest are repaid. If the market rates fall below
a loan’s contractual rate, it is generally to the bor-
rower's advantage to repay the existing loan and
obtain new, lower interest rate financing.

Through the use of international money managers,
the Bureau of Workers’ Compensation also enters
into various foreign currency exchange contracts to
manage exposure to changes in foreign currency
exchange rates on its international securities hold-
ings. A forward currency exchange contract is a
commitment to purchase or sell a foreign currency at
a future date at a negotiated forward rate. Risk as-
sociated with such contracts includes movement in
the value of foreign currency relative to the U.S. dol-
lar and the ability of the counterparty to perform.
The fair value of the forward currency contracts pay-
able for the Bureau was $29 thousand, as of June
30, 2004.

Additionally, during the reporting period, the retire-
ment systems reported in the Retirement Systems
Agency Fund had investments in derivatives that
were held in the Treasurer of State’s custody. Spe-
cific information on the nature of the transactions
and the reasons for entering into them can be found
in each respective system’'s Comprehensive Annual
Financial Report.
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A. Taxes Receivables — Primary Government
Current taxes receivable are expected to be col-
lected in the next fiscal year while noncurrent taxes
receivable are not expected to be collected until
more than one year from the balance sheet date. As
of June 30, 2004, approximately $155.1 million of
the net taxes receivable balance is also reported as
deferred revenue on the governmental funds’ bal-
ance sheet, of which $138.8 million is reported in the
General Fund and $16.3 million is reported in the
Revenue Distribution Special Revenue Fund.

Refund liabilities for income, corporation franchise,
and sales taxes, totaling approximately $756.3 mil-
lion, are reported for governmental activities as “Re-
funds and Other Liabilities” on the Statement of Net
Assets, of which, $685.9 million is reported in the
General Fund and $70.4 million is reported in the
Revenue Distribution Special Revenue Fund on the
governmental funds’ balance sheet.

The following table summarizes taxes receivable for
the primary government (dollars in thousands).

Governmental Activities

Major Governmental Funds Nonmajor
Govern- Total
Highway Revenue mental Primary
General Operating Distribution Funds Government
Current-Due Within One Year:

INCOME TAXES wvveeeeeeeeeeeeeeee e e e $279,129 $ — $ 47,653 $ 146 $ 326,928
Sales TaXeS ... 423,407 — 28,655 764 452,826
Motor Vehicle Fuel Taxes ........cccoeeeveveeveennnnns — 48,302 100,365 2,035 150,702
Public Utility Taxes..........ccccvvvveeveeeieiiiiieeeene. 64,484 — 30,790 — 95,274
Other TaXeS ....ooeeeeeeeeeeee e — — — 1,850 1,850
767,020 48,302 207,463 4,795 1,027,580

Noncurrent-Due in More Than One Year:
INCOME TaAXES ...ovviiieeeeeie e, 44,139 — 5,178 — 49,317
Taxes Receivable, Net........cccoooeveeveveeeenn.. $811,159 $48,302 $212,641 $4,795 $1,076,897

B. Intergovernmental Receivables — Primary Government
The intergovernmental receivable balance reported for the primary government, all of which is expected to be col-
lected within the next fiscal year, consists of the following, as of June 30, 2004 (dollars in thousands).

From From Sales
Nonexchange of Goods
Programs and Services
Other Total
Federal Local State Local Primary
Government Government Governments Government Government
Governmental Activities:
Major Governmental Funds:
GENEIAL.....uuueiiiiiiirrar e erarararararaaaes $ 436,831 $ 8,770 $ — $ 8,711 $ 454,312
Job, Family and Other Human Services.............. 506,030 66,367 — — 572,397
[ To [UTeT= 4[] o S 57,306 70,447 — — 127,753
Highway Operating..........cccceeevviieiiee e 85,264 — — — 85,264
Nonmajor Governmental Funds .............cccccceeeis 226,661 19,294 — 22,816 268,771
Total Governmental Activities...........cccccoeoeee. 1,312,092 164,878 — 31,527 1,508,497
Business-Type Activities:
Unemployment Compensation ............ccccceeeeeeennnnes — — 4,800 — 4,800
Office of Auditor of State .................ccl 28 — — — 28
Total Business-Type Activities..........ceevveeeeeene. 28 — 4,800 — 4,828
Intergovernmental Receivable .......................... $1,312,120 $164,878 $4,800 $31,527 $1,513,325
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C. Loans Receivable

Loans receivable for the primary government and its discretely presented major component units, as of June 30,
2004, are detailed in the following tables (dollars in thousands).

Primary Government — Loans Receivable

Governmental Activities

Major Governmental Funds

Nonmajor
Govern- Total
Highway mental Primary
Loan Program General Education Operating Funds Government
School District Solvency Assistance...................... $27,233 $ — $ — $ — $ 27,233
Vocational Education............ccccooovviiiiiieeeiieeiiiiinnn. 104 29 — — 133
Wayne Trace Local School District........................ 4,677 — — — 4,677
Vocational School Assistance ...........cccccoceevvevnenn. — 9,148 — — 9,148
Nurses Education Assistance.........cccccccevvvvveeeneens — 261 — — 261
Office of Minority Financial Incentives ................... 1,632 — — — 1,532
Rail Development ..........coovvviiiiiviiiiieieieieieeeeeeeieeeeens — — — 4,246 4,246
Economic Development
Office of Credit and Finance...............ccccceeeeee. — — — 294,482 294,482
Ohio Housing Finance Agency .........ccccceeveueenenn. — — — 265,139 265,139
Small Government Fire Departments..................... 238 — — — 238
Higher Education Research Investment Loans ..... — — — 751 751
Highway, Transit, & Aviation Infrastructure Bank .. — — 55,311 — 55,311
Natural RESOUICES..........ceevveeeeeeieeeeeeeeeeeeeeeeeeeeeenenns — — — 155 155
Local Infrastructure Improvements ........................ — — — 251,633 251,633
Columbiana County Economic Stabilization .......... 1,499 — — — 1,499
State Workforce Development..............cccceeunnnee. 6,201 — — — 6,201
Professional Development............c.cccoooiiiiiiiienni. 901 — — — 901
Loans Receivable, Gross.........cccceevviieiiiiiieeenee. 42,385 9,438 55,311 816,406 923,540
Estimated Uncollectible ............ccccoviiiiiiinenne (628) — — (15,473) (16,101)
Loans Receivable, Net.............cooeeeeeieiiiiennnnn. $41,757 $9,438 $55,311 $800,933 $907,439
Current-Due Within One Year........cccccevvvveeeennn. $21,123 $ 268 $ 7,579 $129,203 $158,173
Noncurrent-Due in More Than One Year............ 20,634 9,170 47,732 671,730 749,266
Loans Receivable, Net ..........ccccevvvvvvvnvvenvnenrnnnnns $41,757 $9,438 $55,311 $800,933 $907,439
Major Component Units — Loans Receivable
Ohio Water
Development University
Authority Ohio State of
Loan Program (12/31/03) University Cincinnati
Water and Wastewater Treatment
(including restricted POrtioN).........cceiiiiiiiie e s $2,704,764 $ — $ —
R 10 o L= o — 81,98 36,093
(O 1 o1 PR — — 694
Loans Receivable, GroSS.........cccuuiiiiieiiiiiieeee ettt a e 2,704,764 81,985 36,787
Estimated Uncollectible....... ..o — (10,605) (4,407)
LOANS RECEIVADIE, NBL........eeee e et e e e e e v e e e e ee s $2,704,764 $71,380 $32,380
CUrrent-DUEe WIthin ONE Y A ........eeeeeee oot e e e e e reeeee s $ 2,295 $12,056 $ 3,201
Noncurrent-Due in More Than One Year........cccooooiiiieuieeiiieeeeeeeee e 2,702,469 59,324 29,179
LOANS RECEIVADIE, NEBL.......eeeeeeee et e et e e e e v e e e e ae s $2,704,764 $71,380 $32,380
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D. Other Receivables

The other receivables balances reported for the primary government and its major discretely presented major
component units reporting significant balances, as of June 30, 2004, consist of the following (dollars in thou-

sands).
Primary Government — Other Receivables
Governmental Activities
Major Governmental Funds
Job,
Family Nonmajor
& Other Govern-
Human Highway mental
Type of Receivable General  Services  Education Operating Funds Total
ACCOUNES i $ 5790 §$ — $560 $986 $ 16,479 $ 23,815
Drug Manufacturers’ Rebates ...........ccccccooviiiene.n. 269,149 — — — — 269,149
Health Facility Bed Assessments ...........cccccccceeeeee. — 38,552 — — — 38,552
1] G2 = 3,670 — — — 1,616 5,286
LBASES. ...t — — — — 1,545 1,545
Tobacco Settlement .............ceeeeiiiiiiiiiiiieeeeeeeee, — — — — 158,638 158,638
MisCellan@ous ...........ooiivviiiiie e 18,765 2,507 — — — 21,272
Other Receivables, Net-
Due Within One Year .........cccoceeeeeviveciiiiee e $297,374 $41,059 $560 $986 $178,278 $518,257
Business-Type Activities
Unemploy-
Workers’ Lottery ment Ohio Tuition Office of
. Compen- Commis- Compen- Building Trust Auditor
Type of Receivable sation sion sation Authority  Authority  of State Total
ACCOUNES ..o $850,169 $ — $75,501 $ 900 $5,046 $8,788 $940,404
Interest and Dividends
(including restricted portion)............ 73,472 2,910 — 290 — — 76,672
LEASES ..coveieieeeeeee e — — — 13,817 — — 13,817
Lottery Sales Agents...........ccccuvveeenn. — 38,417 — — — — 38,417
Other Receivables, Gross................ 923,641 41,327 75,501 15,007 5,046 8,788 1,069,310
Estimated Uncollectible.................... (685,773) (384) (65,054) — — (54) (751,265)
Other Receivables, Net.................... $237,868 $40,943 $10,447 $15,007 $5,046 $8,734 $318,045
Current-Due Within One Year ......... $237,868 $40,943 $10,447 $ 2,881 $5,046 $8,734  $305,919
Noncurrent-Due in More
ThanOne Year......ccccoceeeeeevevunnnnn.. — — — 12,126 — — 12,126
Other Receivables, Net ................... $237,868 $40,943 $10,447 $15,007 $5,046 $8,734 $318,045
Total Primary Government.............. $836,302

Major Component Units — Other Receivables

University
Ohio State of

Type of Receivable University Cincinnati

ACCOUNES oo $488,499 $ 25,471

INtEIESt ... 15,510 9,330

PledgesS . .oooeieieee e 48,844 59,495

MisCellan@ous ...........oovivuiiiiieieee e — 19,354

Other Receivables, Gross ...........ccccvvveeeeeeeeevennnnn. 552,853 113,650

Estimated Uncollectible ..........ccoooviiiiiiiiees (212,735) (9,856)

Other Receivables, Net ...........ccccccevvvvviveiiieiiieeene, $340,118 $103,794

Current-Due Within One Year ........cccccevvvvvveveennns $316,347 $ 71,815
Noncurrent-Due in More

Than OnNe Year.......cccoceeeiiiieiieieee e 23,771 31,979

Other Receivables, Net ..........ccovveveeiieeciieeneen. $340,118 $103,794
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The “Other Receivables” balance reported in the
fiduciary funds as of June 30, 2004, is comprised of
interest due of $1.4 million and miscellaneous re-
ceivables of $3.4 million.

Nonmajor governmental funds report leases receiv-
able for direct financing agreements with local gov-
ernment for land and buildings under the Chapter
166 Direct Loan Program, which is administered by
Ohio Department of Development’s Office of Credit
and Finance.

Additionally, under long-term direct financing leases
with local governments for office space, the Ohio
Building Authority, a blended component unit re-
ported in the proprietary funds, charges a pro-rata
share of the buildings’ debt service and operating
costs based on square-footage occupied.

Future lease payments included under “Other Re-
ceivables” in governmental and business-type activi-
ties, net of executory costs, (dollars in thousands)
are as follows:

NOTE 6 PAYABLES

A. Accrued Liabilities

Leases Receivable

Govern- Business-

Year Ending mental Type

June 30, Activities Activities Total
2005............. $ 169 $ 2,099 $ 2,268
2006............. 169 2,345 2,514
2007 ............. 169 4,802 4,971
2008............. 169 2,716 2,885
2009............. 169 — 169
Thereafter..... 990 — 990

Total Minimum

Lease

Payments ......... 1,835 11,962 13,797

Amount

for interest ........ (290) (885) (1,175)

Present Value

of Net Minimum

Lease

Payments ......... 1,545 11,077 12,622

Unearned

Income.............. — 2,740 2,740

$1,545 $13,817 $15,362

Details on accrued liabilities for the primary government and its discretely presented major component units re-
porting significant balances, as of June 30, 2004, follow (dollars in thousands).

Primary Government — Accrued Liabilities

Health Vehicle Total
Benefit Accrued Liability Accrued
Wages Claims Interest Claims Liabilities
Governmental Activities:
Major Governmental Funds:
GENETAL ..ot $ 96,710 $3,132 $ — $ — $ 99,842
Job, Family and Other Human Services. .......... 11,510 362 — — 11,872
[=Lo [UTe=1 1 o] o 1,318 55 — — 1,373
Highway Operating ..........ccccccoeeeeiiiiiiiiee e 18,704 342 — — 19,046
Nonmajor Governmental Funds ......................... 33,633 938 5 — 34,576
161,875 4,829 5 — 166,709
Reconciliation of balances in fund financial
statements to government-wide financial
statements due to basis differences...................... — — 104,591 3,552 108,143
Total Governmental Activities............ccoouuueen.... 161,875 4,829 104,596 3,552 274,852
Business-Type Activities:
Ohio Building Authority ............coccoiiiieeiiiiiiie. — — 114 — 114
Tuition Trust Authority .........cccooiiiiiiies 191 — — — 191
Liquor Control.........ccuveeeeiiiiiiiieeee e 886 27 — — 913
Underground Parking Garage ............cccceevnveenn. 57 2 — — 59
Office of Auditor of State ............ccoveeeeiiiriieinnnnnn. 2,983 62 — — 3,045
Total Business-Type Activities...........cccccevneen. 4,117 9N 114 — 4,322
Total Primary Government.............cccceeeneee. $165,992 $4,920 $104,710 $3,552 $279,174
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Primary Government — Accrued Liabilities (Continued)

Management
Health and Admini- Total
Benefit strative Accrued
Wages Claims Expenses Liabilities
Fiduciary Activities:
State Highway Patrol Retirement System
Pension Trust (12/31/03) ......coovvviiiiiiieeiiiieenne $824 $140 $ — $ 964
Variable College Savings Plan
Private-Purpose Trust.............euvvveeiviiiieeieeenennns — — 4,569 4,569
Total Fiduciary Activities............cccccveeiveenenn. $824 $140 $4,569 $5,533
Major Component Units — Accrued Liabilities
Wages & Total
Employee Accrued Accrued
Benefits Interest Other Liabilities
Ohio State UNIVersity............ccoveveeveeeeeeceanena, $75,195 $1,906 $49,981 $127,082
University of Cincinnati.............ccccccoiiiiiee 52,585 3,144 12,205 67,934

B. Intergovernmental Payable
The intergovernmental payable balances for the primary government, as of June 30, 2004, are comprised of the
following (dollars in thousands).

Primary Government

Local Government

Shared
Revenue Other
and Local State
Permissive Subsidies Federal Govern-
Taxes and Other ~ Government ments Total
Governmental Activities:
Major Governmental Funds:
(€ 1=1 1= ¢ OSSR $ — $ 286,132 $ — $ — $ 286,132
Job, Family and Other Human Services .......... — 231,706 53 — 231,759
Education ..........ccoeeeeeeeiiiecec e — 69,574 443 — 70,017
Highway Operating .......c.ccccocveviiiiiniiene e — 1,386 — — 1,386
Revenue Distribution .............ccoovvvviieiiiiniiinnne. 13,620 339,342 — 3,059 356,021
Nonmajor Governmental Funds .............ccccee.. — 203,080 — — 203,080
Total Governmental Activities...........ccccceeeet 13,620 1,131,220 496 3,059 1,148,395
Business-Type Activities:
Unemployment Compensation ............ccccccocueeee. — 437 — — 437
Liquor Control........ccvvveieeiiiiiieeee e — 400 — — 400
Total Business-Type Activities............ccccceeee... — 837 — — 837
Total Primary Government.............c..c.co.v..... $13,620  $1,132,057 $ 496 $3,059  $1,149,232
Fiduciary Activities:
Holding and Distribution Agency Fund ............... $ —  $ — $2,028 $ 75 § 2,103
Payroll Withholding
and Fringe Benefits Agency Fund ................... — 357 — — 357
Other Agency Fund .........ccccoeiviiiiiiiieeeeee. 61,462 7,391 — — 68,853
Total Fiduciary Activities .............c.ccvevvevvenee. $61,462 % 7,748 $2,028 $ 75 $ 71,313
Component Units-Intergovernmental Payable
As of June 30, 2004, the School Facilities Commis- Commission has with local school districts. The con-
sion Component Unit Fund reported an intergov- tracts commit the State to cover the costs of con-
ernmental payable balance totaling approximately struction of facilities of the school districts once the
$1.99 billion for long-term funding contracts the districts have met certain eligibility requirements.
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C. Refund and Other Liabilities

Refund and other liabilities for the primary government and its discretely presented major component units report-

ing significant balances, as of June 30, 2004, consist of the following (dollars in thousands).

Primary Government — Refund and Other Liabilities

Estimated Tax Refund Claims

Personal Corporation Total Interest on
Income Franchise Tax Refund  Lawyers’ Trust
Governmental Activities: Tax Tax Liabilities Accounts Other Total
Major Governmental Funds:
General.......cocceeviieiieiieeee e $519,959 $165,963 $685,922 $ — $ 153 $686,075
Job, Family and
Other Human Services................. — — — 6,721 1,285 8,006
Revenue Distribution ............... 64,766 5,623 70,389 — — 70,389
Nonmajor Governmental Funds......... — — — — 7,624 7,624
584,725 171,586 756,311 6,721 9,062 772,094
Reconciliation of balances in fund
financial statements to government-
wide financial statements due to basis
differences.......ccccceeeeeciiieiiieiieeeee, — — — — 5,570 5,570
Total Governmental Activities......... $584,725 $171,586 $756,311 $6,721 $14,632 $777,664
Reserve for
Compen- Refund &
sation Security Compensated Capital
Adjustment Deposits Absences Leases Other Total
Business-Type Activities:
Workers' Compensation..................... $1,647,199 $85,679 $22,086 —_ $53,175 $1,808,139
Lottery Commission ............c....... — — 2,455 30,286 33,331 66,072
Unemployment Compensation .......... — 8,806 — — — 8,806
Ohio Building Authority ............cccceeeee — — 105 — — 105
Tuition Trust Authority.........ccccoevneeene — — 151 — 682 833
Liquor Control ........ccccceveeeeennes — — 2,815 — 2,094 4,909
Underground Parking Garage.. — — 125 — — 125
Office of Auditor of State.................... — 54 7,082 82 7,846 15,064
1,647,199 94,539 34,819 30,368 97,128 1,904,053
Reconciliation of balances included in
the “Other Noncurrent Liabilities”
balance in the government-wide
financial statements .............cccccei (1,647,199) (85,679) (34,563) (30,368) (24,970) (1,822,779)
Total Business-Type Activities........ $ — $ 8,860 $ 256 $ — $72,158 $ 81,274
Total Primary Government..................... $ 858,938
Child Refund & Retirement
Support Security Payroll Systems’
Collections Deposits Withholdings Assets Other Total
Fiduciary Activities:
State Highway Patrol Retirement
System Pension Trust (12/31/03)... $ — $ — $ — $ — $ 70 $ 70
Variable College Savings Plan
Private-Purpose Trust..................... — — — — 174 174
STAR Ohio Investment Trust............. — — — — 2,227 2,227
Agency Funds.......cccocoeeiviiieenceee 95,734 492,504 101,258 131,336,182 — 132,025,678
Total Fiduciary Activities................. $95,734 $492,504 $101,258 $131,336,182 $2,471 $132,028,149
Major Component Units — Refund and Other Liabilities
Obligations
Refund & Under
Security Compensated Capital Annuity Life
Deposits Absences Leases Agreements Other Total
Ohio State University .............cc.c........ $52,692 $70,518 $ 15,010 $52,263 $63,707 $254,190
University of Cincinnati ...................... 6,390 62,471 131,151 — 26,660 226,672
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A. Interfund Balances
Interfund balances, as of June 30, 2004, consist of the following (dollars in thousands):
Due to
Governmental Activities
Major Governmental Funds
Job, Family
and Other Nonmajor
Human Governmental
Due from General Services Funds Total
Major Governmental Funds:
(1Y T=T = | TR $ — $ 6 $2,851 $ 2,857
Job, Family and Other Human Services...................... — — — —
EdUCAtioN ... — — — —
Highway Operating .........ccccoeieeiieiiieiie e — — — —
Revenue Distribution ...........ccccceiiiiiiiiieeeeen — — 56 56
Nonmajor Governmental Funds...........cccccoeeieiiiiieenenne 266,798 — 350 267,148
Total Governmental Activities ..........ccooeeeeeeieeinnl. 266,798 6 3,257 270,061
Business-Type Activities:
Lottery CommiSSIiON ........coccueiiiiiiiiiiiee e — — — —
Liquor Control 2,623 — — 2,623
Underground Parking Garage..........c.cccoeveevveeneenncenne. — — — —
Total Business-Type Activities........c.cccceevevieinireennnenn. 2,623 — — 2,623
Total Primary Government ..........cccceeevveeeerenns $269,421 $6 $3,257 $272,684
Business-Type Activities
Office of Total
Workers’ Liquor Auditor of Primary
Compensation Control State Total Government
Major Governmental Funds:
GENETAl ... $568,093 $12 $9,123 $577,228 $ 580,085
Job, Family and Other Human Services....................... 15,251 — — 15,251 15,251
Education.......c.ccceiinienineceeen 2,696 — — 2,696 2,696
Highway Operating .........ccccovienieiieineeiiceee e 100,045 — — 100,045 100,045
Revenue Distribution ...........ccccceiiiiiiiieeeen — — — — 56
Nonmajor Governmental Funds...........ccccooiiiiiiiinineenn. 109,657 — — 109,657 376,805
Total Governmental Activities ...........ccoeecvvveeeeeeeiiiinnnn, 795,742 12 9,123 804,877 1,074,938
Business-Type Activities:
Lottery CommiSSION .......ccocueeeiiiieeiie e 4,450 — — 4,450 4,450
Liquor Control ..........eeoiiiieiiiieeeeee e 2,485 — — 2,485 5,108
Underground Parking Garage............cccoeeerveenennncennn 175 — — 175 175
Total Business-Type Activities........c.cccceevvieiiiieeninenn. 7,110 — — 7,110 9,733
Total Primary Government .........cc.ccceveereennnnen. $802,852 $12 $9,123 $811,987 $1,084,671

Interfund balances result from the time lag between
dates that 1.) interfund goods and services are pro-
vided or reimbursable expenditures/expenses occur,

proximately $265.9 million is not expected to be col-

lected in the subsequent fiscal year.

2.) transactions are recorded in the accounting sys-
tem, and 3.) payments between funds are made.

Included in the interfund balances above is $266.8
million due to the General Fund from the nonmajor
governmental funds for interfund loans made to
support housing programs at the Ohio Housing Fi-
nance Agency, which is accounted for in the Com-
munity and Economic Development Special Reve-
nue Fund. Of the total interfund loan balance, ap-
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Additionally, the State’s primary government is per-
mitted to pay its workers’ compensation liability on a
terminal-funding (pay-as-you-go) basis. As a result,
the Workers’ Compensation Enterprise Fund recog-
nized $802.9 million as an interfund receivable for
the unbilled premium due for the primary govern-
ment’s share of the Bureau’s actuarially determined
liability for compensation. In the Statement of Net
Assets, the State includes the liability totaling $802.3
million in the internal balance reported for govern-
mental activities.
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NOTE 7 INTERFUND BALANCES AND TRANSFERS
AND SIGNIFICANT TRANSACTIONS WITH COMPONENT UNITS (Continued)

B. Interfund Transfers

Interfund transfers, for the year ended of June 30, 2004, consist of the following (dollars in thousands):

Transferred to

Governmental Activities

Major Governmental Funds

Job, Family Nonmajor
and Other Govern-
Human Highway Revenue mental
Transferred from General Services Education  Operating  Distribution Funds Total
Major Governmental Funds:
GENETal ..., $ — $12,948 $ 10,246 $ — $ 3,780 $ 944,854 $ 971,828
Job, Family and Other Human Services...... 6,857 — 1,500 — — — 8,357
Education..........coceviiiiiiiec 31,843 — — — — — 31,843
Highway Operating ........ccccoeveneiiieinennnen, 718 — — — 47,314 229,793 277,825
Revenue Distribution ............... 106,241 — — 524,862 — 209,949 841,052
Nonmajor Governmental Funds...................... 271,494 1,199 — 34 — 12,391 285,118
Total Governmental Activities....................... 417,153 14,147 11,746 524,896 51,094 1,396,987 2,416,023
Business-Type Activities:
Workers’ Compensation ............cccccccveeennee, 7,655 — — — — — 7,655
Lottery Commission ................. 623 — 655,606 — — — 656,229
Unemployment Compensation — 10,795 — — — — 10,795
Ohio Building Authority ............ — — — — — 10,293 10,293
Liquor Control ........cccceeeevveeennns 118,012 — — — — 26,566 144,578
Underground Parking Garage...................... — — — — — 756 756
Total Business-Type Activities............cc....... 126,290 10,795 655,606 — — 37,615 830,306
Total Primary Government .................... $543,443 $24,942 $667,352 $524,896 $51,094 $1,434,602 $3,246,329
Business-Type Activities
Unemploy- Total
ment Ohio Office of Primary
Compen- Building Auditor of Govern-
sation Authority State Total ment

Major Governmental Funds:

GeNeral.....ccocoiiiiiiiieee e $ — $15,190 $32,548 $47,738 $1,019,566
Job, Family and Other Human Services.... 1,419 — — 1,419 9,776
Education...........ccooevvveeeiiiiiiie e — — — — 31,843
Highway Operating........c.ccoceeiieeiiiieennnnen. — — — — 277,825
Revenue Distribution .............cccccooeiis — — — — 841,052
Nonmajor Governmental Funds.................... — — — — 285,118
Total Governmental Activities.................... 1,419 15,190 32,548 49,157 2,465,180
Business-Type Activities:
Workers’ Compensation .............ccceeveueeenn. — — — — 7,655
Lottery CommisSion..........ccceveveiiecniienieene — — — — 656,229
Unemployment Compensation .. — — — — 10,795
Ohio Building Authority ...........cccoecvenneennnen. — — — — 10,293
Liquor Control .........ccceeieiiiiicieniinieeeee — — — — 144,578
Underground Parking Garage ................... — — — — 756
Total Business-Type Activities................... — — — — 830,306

Total Primary Government...

$1,419 $15,190

$32,548 $49,157 $3,295,486

Transfers are used to 1.) move revenues from the
fund that statute or budget requires to collect them
to the fund that statute or budget requires to expend
them, 2.) move receipts restricted to debt service
from the funds collecting the receipts to the debt

service fund as debt service payments become due,
and 3.) utilize unrestricted revenues collected in one
fund to finance various programs accounted for in
other funds in accordance with budget authoriza-
tions.
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AND SIGNIFICANT TRANSACTIONS WITH COMPONENT UNITS (Continued)

C. Component Units

For fiscal year 2004, the component units reported
$2.55 billion in state assistance revenue from the
primary government in the Statement of Activities.

Included in “Primary, Secondary and Other Educa-
tion” expenses reported for governmental activities,
is funding that the primary government provided to
the School Faciliies Commission for capital con-
struction at local school districts and the SchoolNet
Commission for the acquisition of computers to
benefit local schools.

Additionally, the primary government provided finan-
cial support to the colleges and universities in the
form of state appropriations for instructional and
non-instructional purposes and capital appropria-
tions for construction. This assistance is included in
“Higher Education Support” expenses reported for
governmental activities.

Details of balances and activity reported in the gov-
ernment-wide financial statements between the pri-
mary government and its discretely presented com-
ponent units are summarized below.

Program Expenses for State Assistance
to the Component Units

Primary, Total State
Payable Secondary Higher Assistance
to the and Other Education to the
Component Education Support Component
Primary Government Units Function Function Units
Major Governmental Funds:
GENEIAL. ... $10,728 $619,505 $1,669,927 $2,289,432
Job, Family and Other Human Services.................... 1,498 — — —
EdUucation ..........oeeeiiiiiiee e 1,043 — — —
Highway Operating .........cccccveeeeeiiiiiiiieee e 682 — — —
Nonmajor Governmental Funds.............cccccvvveeeeennnns 33,928 35,577 224,326 259,903
47,879 655,082 1,894,253 2,549,335
Reconciling items to balance with
government-wide financial statements..............cccccoooeenne _ (505) _ (505)
Total Primary Government............ccccceevvvieeeeieeeeenee. $47,879 $654,577 $1,894,253 $2,548,830
Total State
Receivable Assistance
from the from the
Primary Primary
Component Units Government  Government
Major Component Units:
School Facilities Commission.........cccceeeeeeveieiieiiinnnnes $ — $ 620,562
Ohio State University.........coccceeiiiieiiiiiiicc e 19,926 536,693
University of Cincinnati.............ccoooiiiiieeiiie. 671 194,145
Nonmajor Component Units.........cccccooevvvvievieeieicninen. 27,282 1,197,935
47,879 2,549,335
Reconciling items to balance with
government-wide financial statements .................ccccceee — (505)
Total Component UnNits .........ccccovveeeeiiiiiiiiee e $47,879 $2,548,830
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NOTE 8 CAPITAL ASSETS

A. Primary Government

Capital asset activity, for the year ended June 30, 2004, reported for the primary government is as follows (dollars

in thousands):

Governmental Activities:

Capital Assets Not Being Depreciated:
Buildings ....coooi
Land ...
Land Improvements ...........cccceeiiiiiienn.
Construction-in-Progress ......................

Infrastructure:
Highway Network:

General Subsystem...........ccccceene.
Priority Subsystem .............ccccuen.
Bridge Network.........cccccoiiiiieiinnnni.

Total Capital Assets

Not Being Depreciated..............cocvvveeeees

Other Capital Assets:

BUuildings .....ovvvviieiiiiiiiiiiiiiiieeeeeeeeeees
Land Improvements .........c.cccccvevevenenennn.
Machinery and Equipment ....................
VehiCles .......cooviiiiiiiiieeeeeee

Infrastructure:
Parks, Recreation and

Natural Resources Network ...............

Total Other Capital Assets

at historical cost ........ccccooevviiiiiieenen.

Less Accumulated Depreciation for:
Buildings......ccveiiiiiiiieeee e
Land Improvements............ccccccevuveeenne
Machinery and Equipment..................
Vehicles.......ccooiiiiiiii

Infrastructure:
Parks, Recreation and

Naturals Resources Network...........
Total Accumulated Depreciation ...........
Other Capital Assets, Net......................

Governmental Activities-

Capital Assets, Net.......ccccoeeviiiinneenn.

For fiscal year 2004, the State charged depreciation expense to the following governmental functions:

Governmental Activities:
Primary, Secondary and Other Education
Higher Education Support
Public Assistance and Medicaid
Health and Human Services
Justice and Public Protection
Environmental Protection and Natural Resources

Primary Government

Balance Balance
July 1, 2003 Increases Decreases June 30, 2004
$ 54,602 $ — $ — $ 54,602

1,530,958 45,240 (2,337) 1,573,861
930 — — 930
1,661,545 648,179 (614,648) 1,695,076
8,059,076 173,672 — 8,232,748
6,570,628 137,105 — 6,707,733
2,255,567 31,608 — 2,287,175
20,133,306 1,035,804 (616,985) 20,552,125
2,966,416 217,328 (16,355) 3,167,389
224,966 67,882 (23,592) 269,256
429,336 63,598 (50,634) 442,300
230,251 28,307 (24,793) 233,765
18,563 6,068 (106) 24,525
3,869,532 383,183 (115,480) 4,137,235
1,125,318 89,103 (8,435) 1,205,986
115,784 11,626 (486) 126,924
287,570 51,417 (38,391) 300,596
104,930 13,117 (10,258) 107,789
727 644 (270) 1,101
1,634,329 165,907 (57,840) 1,742,396
2,235,203 217,276 (57,640) 2,394,839
$22,368,509 $1,253,080 $(674,625) $22,946,964

Transportation .........c..eveiiiiiiiiiee e

General Government
Community and Economic Development

Total Depreciation Expense for Governmental Activities..........
Losses on Capital Asset Disposals Included in Depreciation ...

Fiscal Year 2004 Increases to Accumulated Depreciation .......

$ 2,303
7

8,798
22,965
75,008
14,606
22,575
30,285
2,988

$179,535
(13,628)

$165,907
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Primary Government (Continued)
Balance Balance
July 1, 2003 Increases Decreases June 30, 2004
Business-Type Activities:
Capital Assets Not Being Depreciated:
Land.....cooooieeeee e $ 12,631 $ — $ — $ 12,631
Construction-in-Progress...........ccc.cee.... 956 — (956) —
Total Capital Assets
Not Being Depreciated....................... 13,587 — (956) 12,631
Other Capital Assets:
Buildings .....cccoviiieiiiieee e 256,728 1,163 (37) 257,854
Land Improvements..........ccccceeveeeenn. 66 — — 66
Machinery and Equipment.................... 163,335 6,020 (17,251) 152,104
Vehicles .....ocveveiiiieeiee e 4,852 814 (1,128) 4,538
Total Other Capital Assets
at historical cost..........ccoeeeeiiiiiiiinnnnnnn. 424,981 7,997 (18,416) 414,562
Less Accumulated Depreciation for:
Buildings ......ccoveeeiieeiiiieecee e 115,617 8,474 — 124,091
Land Improvements.............cccceceeeunee 48 1 — 49
Machinery and Equipment................. 108,536 23,719 (15,079) 117,176
Vehicles .....ooooviiiiiieee e 2,459 559 (942) 2,076
Total Accumulated Depreciation............ 226,660 32,753 (16,021) 243,392
Other Capital Assets, Net..................... 198,321 (24,756) (2,395) 171,170
Business-Type Activities-
Capital Assets, Net ........ccccccvveeuneenenn. $211,908 $(24,756) $(3,351) $183,801

For fiscal year 2004, the State charged depreciation expense to the following business-type functions:
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Business-Type Activities:
Workers’ Compensation.............eeeeeeeiiiiiiiiee e
Lottery COmMmMISSION ........cuiiiiiieieeiieie e
Tuition Trust AUthOFItY ......ooiiii e,
Liquor CONtrol........cooouiiiiiieie e
Underground Parking Garage ..........cccccovueeeeiiieeeiniiee i
Office of Auditor of State ..........coeeeiiiiiic

Total Depreciation Expense for Business-Type Activities ........
Losses on Capital Asset Disposals Included in Depreciation ...

Fiscal Year 2004 Increases to Accumulated Depreciation .......

$16,250
14,982
98

232
548
2,393

34,503
(1,750)

$32,753
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B. Major Component Units

Capital asset activity, for the year ended June 30, 2004, reported for discretely presented major component unit

funds with significant capital asset balances is as follows (dollars in thousands):

Ohio State University:
Capital Assets Not Being Depreciated:

Total Capital Assets
Not Being Depreciated............cccccceeeee.

Other Capital Assets:
BUildings ...
Land Improvements
Machinery, Equipment and Vehicles......
Library Books and Publications..............

Total Other Capital Assets
at historical cost..........ccoooeiiii

Less Accumulated Depreciation for:
BuildingS ....oevvvviiiiiieieieeeeee
Land Improvements..........ccccccveveveveneenn
Machinery, Equipment and Vehicles......
Library Books and Publications..............

Total Accumulated Depreciation............
Other Capital Assets, Net ......................
Total Capital Assets, Net .......................

University of Cincinnati:
Capital Assets Not Being Depreciated:

Construction-in-Progress.............cccc......
Collections of Works of Art
and Historical Treasures.....................

Total Capital Assets
Not Being Depreciated........................

Other Capital Assets:
Buildings .......cooceiiiieiiiiieees
Land Improvements
Machinery, Equipment and Vehicles
Library Books and Publications..............
Infrastructure..........ccccveviieenicee,

Total Other Capital Assets
at historical cost..........ccceeviiiil

Less Accumulated Depreciation for:
BUildings ......cooviiiiiiiiie e
Land Improvements..........cccccvevevevenennn
Machinery, Equipment and Vehicles......
Library Books and Publications..............
Infrastructure..........ccocveviieeeiie,

Total Accumulated Depreciation............
Other Capital Assets, Net ......................
Total Capital Assets, Net .......................

Major Component Units

Balance Balance
July 1, 2003 Increases Decreases June 30, 2004
$ 42,025 $ 177 $ — $ 42,202
237,643 292,417 (152,637) 377,423
279,668 292,594 (152,637) 419,625
2,141,374 141,031 (922) 2,281,483
181,959 11,606 (2) 193,563
655,875 67,106 (37,066) 685,915
158,472 3,673 (1,605) 160,540
3,137,680 223,416 (39,595) 3,321,501
865,040 68,583 (2,717) 930,906
104,415 8,069 (2) 112,482
451,239 57,886 (34,290) 474,835
127,299 6,939 — 134,238
1,547,993 141,477 (37,009) 1,652,461
1,589,687 81,939 (2,586) 1,669,040
$1,869,355 $374,533 $(155,223) $2,088,665
$ 17,962 $ 2,014 $ — $ 19,976
256,317 119,488 (176,007) 199,798
4,579 — (171) 4,408
278,858 121,502 (176,178) 224,182
1,078,212 205,940 (7,324) 1,276,828
21,806 7,160 (1,040) 27,926
141,455 13,981 (8,835) 146,601
117,674 9,333 (1,419) 125,588
54,840 21,961 — 76,801
1,413,987 258,375 (18,618) 1,653,744
400,330 39,698 (2,871) 437,157
5,548 1,183 (128) 6,603
94,654 11,653 (8,424) 97,883
75,605 6,390 (1,419) 80,576
35,262 3,077 — 38,339
611,399 62,001 (12,842) 660,558
802,588 196,374 (5,776) 993,186
$1,081,446 $317,876 $(181,954) $1,217,368

For fiscal year 2004, Ohio State University and the University of Cincinnati reported $141.5 million and $62 million

in depreciation expense, respectively.
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All part-time and full-time employees and elected
officials of the State, including its component units,
are eligible to be covered by one of the following
retirement plans:

Ohio Public Employees Retirement System
State Teachers Retirement System of Ohio
State Highway Patrol Retirement System
Alternative Retirement Plan

A. Ohio Public Employees Retirement System
(OPERS)

Pension Benefits

OPERS administers three separate pension plans —
a cost-sharing, multiple-employer defined benefit
plan, a defined contribution plan, and a cost-sharing,
multiple-employer combined plan with features of
both the defined benefit plan and the defined contri-
bution plan.

OPERS benefits are established under Chapter 145,
Ohio Revised Code. OPERS provides retirement
and disability benefits, annual cost-of-living adjust-
ments, and death benefits to plan members and
beneficiaries enrolled in the defined benefit and
combined plans.

Most employees who are members of OPERS and
who have fewer than five years of total service credit
as of December 31, 2002, and new employees hired
on or after January 1, 2003, are eligible to select one
of the OPERS retirement plans, as listed above, in
which they wish to participate. Members not eligible
to select a plan include law enforcement officers
(who must participate in the defined benefit plan),
college and university employees who choose to
participate in one of their university’s alternative re-
tirement plans (see NOTE 9D.), and re-employed
OPERS retirees. Participants may change their se-
lection once prior to attaining five years of service
credit, once after attaining five years of service credit
and prior to attaining ten years of service credit, and
once after attaining ten years of service credit.

Regular employees who participate in the defined
benefit plan or the combined plan may retire after 30
years of credited service regardless of age, or at or
after age 55 with 25 years of credited service, or at
or after age 60 with five years of credited service.
Regular employees retiring before age 65 with less
than 30 years of service credit receive a percentage
reduction in benefit amounts.

Law enforcement employees may retire at age 48
with 25 or more years of credited service. Employ-
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ees who participate in the defined contribution plan
may retire at age 55.

The retirement allowance for the defined benefit plan
is based on years of credited service and the final
average salary, which is the average of the mem-
ber's three highest salary years. The annual allow-
ance for regular employees is determined by multi-
plying the final average salary by 2.2 percent for
each year of Ohio contributing service up to 30
years and by 2.5 percent for all other years in ex-
cess of 30 years of credited service. The annual
allowance for law enforcement employees is deter-
mined by multiplying the final average salary by 2.5
percent for the first 25 years of Ohio contributing
service, and by 2.1 percent for each year of service
over 25 years. Retirement benefits increase three
percent annually regardless of changes in the Con-
sumer Price Index.

The retirement allowance for the defined benefit por-
tion of the combined plan is based on years of cred-
ited service and the final average salary, which is
the average of the member’s three highest salary
years. The annual allowance for regular employees
is determined by multiplying the final average salary
by 1.0 percent for each year of Ohio contributing
service up to 30 years and by 1.25 percent for all
other years in excess of 30 years of credited service.
Retirement benefits increase three percent annually
regardless of changes in the Consumer Price Index.
Additionally, retirees receive the proceeds of their
individual retirement plans in a manner similar to
retirees in the defined contribution plan, as dis-
cussed below.

The retirement allowance for the defined contribution
plan is based entirely on the proceeds of retirees’
individual retirement plans. Retirees may choose to
receive either a lump-sum distribution or a monthly
annuity for life. Participants direct the investment of
their accounts by selecting from nine professionally
managed investment options.

Retirees covered under any one of the three OPERS
plan options may also choose to take part of their
retirement benefit in a Partial Lump-Sum Option
Plan (PLOP). Under this option, the amount of the
monthly pension benefit paid to the retiree is actu-
arially reduced to offset the amount received initially
under the PLOP. The amount payable under the
PLOP is limited to a minimum of six months and
maximum of 36 months worth of the original unre-
duced monthly pension benefit, and is capped at no
more than 50 percent of the retirement benefit
amount.
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Employer and employee required contributions to
OPERS are established under the Ohio Revised
Code and are based on percentages of covered
employees’ gross salaries, which are calculated an-
nually by the retirement system’s actuaries. Contri-
bution rates for fiscal year 2004, which are the same
for the defined benefit, defined contribution, and
combined plans, were as follows:

Contribution Rates

Employee Employer

Share Share
Regular Employees....................... 8.50% 13.31%
Law Enforcement Employees........ 10.10% 16.70%

In the combined plan, the employer’s share finances
the defined benefit portion of the plan, while the em-
ployee’s share finances the defined contribution por-
tion of the plan. In the defined contribution plan,
both the employee and employer share of the costs
are used to finance the plan.

Employer contributions required and made for the
last three years for the defined benefit and combined
plans follow (dollars in thousands):

2004 2003 2002
Primary Government:
Regular Employees .... $235,634  $224,267 $228,637
Law Enforcement
Employees............... 3,763 3,596 3,646
Total ..couvenene. $239,397  $227,863  $232,283
Major Component Units:
School Facilities
Commission ................ $ 346 $ 298 $ 454
Ohio Water
Development Authority 83 72 71
Ohio State University ..... 54,280 51,968 48,550
University of Cincinnati... 12,596 11,339 10,057

Contribution amounts shown for fiscal year 2002 only apply to the
defined benefit plan, since the combined plan was not in effect
during fiscal year 2002.

Employer and employee contributions required and
made for the last two fiscal years for the defined
contribution plan and the defined contribution part of
the combined plan follow (dollars in thousands):

2004 2003

Primary Government:

Employer Contributions .................... $1,593 $ 530

Employee Contributions.................... 3,322 1,137
Major Component Units:
Ohio State University:

Employer Contributions .................... 720 188

Employee Contributions.................... 1,437 392
University of Cincinnati:

Employer Contributions .................... 150 39

Employee Contributions.................... 291 83

Only contributions for the past two fiscal years are presented,
since the defined contribution plan and the combined plan began
during fiscal year 2003.

OPERS issues a stand-alone financial report, copies
of which may be obtained by making a written re-
quest to: Ohio Public Employees Retirement Sys-
tem, 277 East Town Street, Columbus, Ohio 43215-
4642, or by calling (614) 222-6705 or 1-800-222-
7377.

Other Postemployment Benefits

Members of the defined contribution plan may ac-
cess a Retiree Medical Account upon retirement.
During fiscal year 2004, employers paid 4.81 per-
cent of their share into members’ accounts. An em-
ployee’s interest in the medical account for qualify-
ing healthcare expenses vests on the basis of length
of service, with 100.0 percent vesting attained after
10 years of service credit. Employers make no fur-
ther contributions to a member’'s medical account
after retirement, nor do employers have any further
obligation to provide postemployment healthcare
benefits.

Employer contributions, for the fiscal year ended
June 30, 2004, are as follows (dollars in thousands):

2004

Primary Government...............ccccoveeeeeencennnn. $902
Major Component Units:

Ohio State University.........ccccceeveeeiecnnnnenn.. 407

University of Cincinnati.............ccccceevcieenns 85

All age and service retirees who are members of the
defined benefit or combined plans with 10 or more
years of service credit qualify for healthcare cover-
age under OPERS. Members hired after January 1,
2003 with no prior service credit vest according to
length of service. Members with 10 years of service
credit have a 25-percent vested interest. Vested
interest increases with service credit until members
attain a 100.0 percent vested interest after reaching
30 years of service credit. Members hired after
January 1, 2003 can also choose various coverage
options.

Healthcare coverage for disability recipients and
primary survivor recipients is also available to mem-
bers of the defined benefit and combined plans.
Chapter 145, Ohio Revised Code, provides the
statutory authority for employer contributions. For
law enforcement and regular employees, the portion
of the employer rate used to fund healthcare was 5.0
percent of covered payroll for the period, July 1,
2003 through December 31, 2003 and 4.0 percent of
covered payroll for the period, January 1, 2004
through June 30, 2004. Employees do not fund any
portion of healthcare costs.
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Benefits in the defined benefit and combined plans
are advance-funded using the entry-age, normal
cost method. Significant actuarial assumptions,
based on the latest actuarial review performed as of
December 31, 2002 (the latest information avail-
able), include a rate of return on investments of 8.0
percent, an annual increase in total payroll for active
employees of 4.0 percent compounded annually for
inflation (assuming no change in the number of ac-
tive employees), and an additional increase in total
payroll of between .5 percent and 6.3 percent based
on additional annual pay increases. Healthcare
costs were assumed to increase 4.0 percent annu-
ally.

Net assets available for payment of benefits at De-
cember 31, 2002 were $10.0 billion. The actuarially
accrued liability and the unfunded actuarial accrued
liability were $18.7 billion and $8.7 billion, respec-
tively. All investments are carried at market value.

For the actuarial valuation of net assets available for
future healthcare benefits, OPERS applies the
smoothed market approach. Under this approach,
assets are adjusted annually to reflect 25 percent of
unrealized market appreciation or depreciation on
investments.

For fiscal year 2004, the State’s actuarially required
and actual contributions for the defined benefit plan
and the defined benefit portion of the combined plan
are as follows (dollars in thousands):

2004
Primary Government:
Regular Employees.........cccccoveeveeennnn, $120,358
Law Enforcement Employees.............. 1,388
1] <= | SR $121,746
Major Component Units:
School Facilities Commission ................ $ 177
Ohio Water Development Authority........ 42
Ohio State University ..........cccccceeeeeinnnnn, 27,726
University of Cincinnati................ccc........ 6,434

The number of active contributing participants for the
primary government was 59,013, as of June 30,
2004.

B. State Teachers Retirement System of Ohio
(STRS)

Pension Benefits

STRS administers three separate pension plans — a
cost-sharing, multiple-employer defined benefit plan,
a defined contribution plan, and a cost-sharing, mul-
tiple-employer combined plan with features of both
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the defined benefit plan and the defined contribution
plan.

Participants in the defined benefit plan may retire
after 30 years of credited service regardless of age,
or at or after age 55 with 25 years of credited ser-
vice, or at or after age 60 with five years of credited
service. Members retiring before age 65 with less
than 30 years of service credit receive a percentage
reduction in benefit amounts. Retirees are entitled
to a maximum annual retirement benefit, payable in
monthly installments for life, equal to the greater of
the “formula benefit” calculation, the “money-
purchase benefit” calculation, or the “partial lump-
sum option plan.”

Under the “formula benefit” calculation, the retire-
ment allowance is based on years of credited ser-
vice and the final average salary, which is the aver-
age of the member’s three highest salary years.
The annual allowance is determined by multiplying
the final average salary by 2.5 percent for each year
of Ohio contributing service in excess of 30 years
and by 2.2 percent for all other years of credited
service up to a maximum annual allowance of 100
percent of final average salary. Each year over 30
years is increased incrementally by .1 percent start-
ing at 2.5 percent for the 31% year of Ohio service.
For teachers with 35 or more years of earned ser-
vice, the annual allowance is determined by multiply-
ing the final average salary by 2.5 percent for the
first 31 years of service.

Under the “money-purchase benefit” calculation, a
member’s lifetime contributions, plus interest at
specified rates, are matched by an equal amount
from contributed employer funds. This total is then
divided by an actuarially determined annuity factor to
determine the maximum annual retirement allow-
ance. Retirement benefits increase three percent
annually regardless of changes in the Consumer
Price Index.

Retirees can also choose a “partial lump-sum” option
plan. Under this option, retirees may take a lump-
sum payment that equals from six to 36 times their
monthly service retirement benefit.  Subsequent
monthly benefits are reduced proportionally.

Employees hired after July 1, 2001, and those with
less than five years of service credit at that date,
may choose to participate in the combined plan or
the defined contribution plan, in lieu of participation
in the defined benefit plan. Participants in the de-
fined contribution plan are eligible to retire at age 50.
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Employee and employer contributions are placed
into individual member accounts, and members di-
rect the investment of their accounts by selecting
from nine professionally managed investment op-
tions. Retirees may choose to receive either a lump-
sum distribution or a monthly annuity for life.

Participants in the combined plan may start to collect
the defined benefit portion of the plan at age 60.
The annual allowance is determined by multiplying
the final average salary by 1.0 percent for each year
of Ohio contributing service credit. Participants in
the combined plan may also participate in the partial
lump-sum option plan, as described previously, for
the portion of their retirement benefit that is provided
through the defined benefit portion of the plan. The
defined contribution portion of the plan may be taken
as a lump sum or as a lifetime monthly annuity at
age 50.

A retiree of STRS or any other Ohio public retire-
ment system is eligible for re-employment as a
teacher after two months from the date of retirement.
Members and the employer make contributions dur-
ing the period of re-employment. Upon termination
or the retiree reaches the age of 65, whichever
comes later, the retiree is eligible for a money-
purchase benefit or a lump-sum payment in addition
to the original retirement allowance.

STRS also provides death, survivors’, disability,
healthcare, and supplemental benefits to members
in the defined benefit and combined plans. STRS
benefits are established under Chapter 3307, Ohio
Revised Code.

Employer and employee required contributions to
STRS are established by the Board and limited un-
der the Ohio Revised Code to employer and em-
ployee rates of 14.0 percent and 10.0 percent, re-
spectively, and are based on percentages of cov-
ered employees’ gross salaries, which are calcu-
lated annually by the retirement system’s actuary.

Contribution rates for fiscal year 2004 were 14 per-
cent for employers and 10.0 percent for employees
for the defined benefit, defined contribution, and
combined plans. For the defined benefit and com-
bined plans, 13.0 percent of the employer rate is
used to fund pension obligations. The difference
between the total employer rate and the share used
to fund pension obligations is the percentage used
to fund the STRS healthcare program. For the de-
fined contribution plan, 10.5 percent of the em-
ployer’s share is deposited into individual employee
accounts, while 3.5 percent is paid to the defined
benefit plan.

Employer contributions required and made for the
last three years for the defined benefit and combined
plans follow (dollars in thousands):

2004 2003 2002
Primary Government $ 6,966 $ 7,248 $5,420

Major

Component Units:

Ohio State University 31,995 31,181 22,220
University of Cincinnati 13,043 12,536 8,579

Contribution amounts shown for fiscal years 2002 and 2003 only
apply to the defined benefit plan, since the combined plan was not
in effect until fiscal year 2004.

Employer and employee contributions required and
made for the last two fiscal years for the defined
contribution plan and the defined contribution part of
the combined plan follow (dollars in thousands):

2004 2003

Primary Government:

Employer Contributions.............. $111 $ 96

Employee Contributions ............. 161 138
Major Component Units:
Ohio State University:

Employer Contributions.............. 634 418

Employee Contributions ............. 819 517
University of Cincinnati:

Employer Contributions.............. 480 384

Employee Contributions ............. 547 400

Only contributions for the past two fiscal years are presented,
since the defined contribution plan and the combined plan began
during fiscal year 2003.

STRS issues a stand-alone financial report, copies
of which may be obtained by making a written re-
quest to: State Teachers Retirement System of
Ohio, 275 East Broad Street, Columbus, Ohio
43215-3771, or by calling 1-888-227-7877.

Other Postemployment Benefits

The STRS plan provides comprehensive healthcare
benefits to retirees and their dependents that are
enrolled in the defined benefit and combined plans.
Retirees are required to make healthcare premium
payments at amounts that vary according to each
retiree’s years of credited service and choice of
healthcare provider. Retirees must pay additional
premiums for covered spouses and dependents.
Chapter 3307, Ohio Revised Code, gives the STRS
board discretionary authority over how much, if any,
of associated healthcare costs are absorbed by the
plan. Currently, employer contributions equal to 1.0
percent of covered payroll are allocated to pay for
healthcare benefits.
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Retirees enrolled in the defined contribution plan
receive no postemployment healthcare benefits.

The employer contribution is financed on a pay-as-
you-go basis. As of June 30, 2003 (the most recent
information available), net assets available for future
healthcare benefits were $2.8 billion. Net healthcare
costs paid by the primary government and its dis-
cretely presented major component units, for the
year ended June 30, 2004, are as follows (dollars in
thousands):

2004
Primary Government .............ccccccovenuee. $ 536
Major Component Units:
Ohio State University .........ccccccoeiineen. 2,461
University of Cincinnati ...........ccccoceeeee 1,003

The number of eligible benefit recipients for STRS
as a whole was 143,239, as of June 30, 2003; a
breakout of the number of eligible recipients for the
primary government and its component units, as of
June 30, 2004, is unavailable.

C. State Highway Patrol Retirement System
(SHPRS)

Pension Benefits

SHPRS, a component unit of the State, was estab-
lished in 1944 by the General Assembly as a single-
employer, defined benefit pension plan and is ad-
ministered by the State.

The plan issues a stand-alone financial report that
includes financial statements and required supple-
mentary information, and the State reports the plan
as a pension trust fund. Copies of the financial re-
port may be obtained by writing to the Ohio State
Highway Patrol Retirement System, 6161 Busch
Boulevard, Suite 119, Columbus, Ohio 43229-2553,
or by calling (614) 431-0781 or 1-800-860-2268.

SHPRS is authorized under Chapter 5505, Ohio Re-
vised Code, to provide retirement and disability
benefits to retired members and survivor benefits to
qualified dependents of deceased members of the
Ohio State Highway Patrol. Chapter 5505, Ohio Re-
vised Code, also requires contributions by active
members and the Ohio State Highway Patrol. The
employee contribution rate is established by the
General Assembly, and any change in the rate re-
quires legislative action. The SHPRS Retirement
Board establishes and certifies the employer contri-
bution rate to the State of Ohio every two years. By
law, the employer rate may not exceed three times
the employee contribution rate nor be less than the
employee’s contribution rate.
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Contribution rates, as of December 31, 2003, were
as follows:

Contribution Rates

Employee Employer
Share Share
10.0% 24.50%

On March 24, 2003, the employee share increased
from 9.5 percent to 10.0 percent, while the employer
share increased to 24.50 percent from 23.50 percent
on July 1, 2003.

During calendar year 2003, all of the employees’
contributions funded pension benefits while 18.75
percent of the employer’s contributions funded pen-
sion benefits from January 1 through June 30, 2003,
and 21.0 percent of the employer’s contributions
funded pension benefits from July 1 through De-
cember 31, 2003. The difference in the total em-
ployer rates charged and the employer rates appli-
cable to the funding of pension benefits is applied to
the funding of postemployment healthcare benefits.

SHPRS’ financial statements are prepared using the
accrual basis of accounting, under which expenses
are recorded when the liability is incurred and reve-
nues are recorded when they are earned and be-
come measurable.

All investments are reported at fair value. Fair value
is, “the amount that the plan can reasonably expect
to receive for an investment in a current sale, be-
tween a willing buyer and a willing seller — that is,
other than in a forced or liquidation sale.” Short-
term investments are reported at cost, which ap-
proximates fair value. Corporate bonds are valued
at the median price by the brokerage firms.

Securities traded on a national exchange are valued
at the last reported sales price at the current ex-
change rate. The fair value of real estate invest-
ments is based on independent appraisals. For ac-
tuarial purposes, assets are valued with a method
that amortizes each year’s investment gain or loss
over a closed, four-year period.

The employer’s annual pension costs for the last
three calendar years are as follows (dollars in thou-
sands):

Percentage of

For the Employer’s
Year Ended Primary Annual Pension
December 31, Government Cost Contributed
2003 $16,307 100%
2002 15,393 100%
2001 13,765 100%
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SHPRS Schedule of Funding Progress

Last Three Calendar Years
(dollars in thousands)

(A) (B) (©) (D) (E) (F) (G)

Unfunded UAAL as
Actuarial Percentage of
Actuarial Accrued Ratio of Active Active Member
Valuation Accrued Valuation Liability (UAAL)  Assets to AAL Member Payroll
Year Liability (AAL) Assets (B) - (C) (©)/(B) Payroll (D)(F)
2003 $702,799 $545,982 $156,817 77.7% $81,738 191.9%
2002 (a) 663,070 527,604 135,466 79.6 78,997 171.5
2002 668,606 492,431 176,175 73.7 78,997 223.0
2001 636,715 551,279 85,436 86.6 76,344 111.9

(a) Change in assumption or method.

SHPRS used the entry-age, normal actuarial cost
method for the Schedule of Funding Progress for the
actuarial valuation, dated December 31, 2003. As-
sumptions used in preparing the Schedule of Fund-
ing Progress and in determining the annual required
contribution include: an 8.0 percent rate of return on
investments; projected salary increase of 4.0 per-
cent attributable to inflation and additional projected
salary increases ranging from .3 percent to 3.7 per-
cent a year attributable to seniority and merit; price
inflation was assumed to be at least 4.0 percent a
year; and postretirement increases each year equal
to 3.0 percent after the retiree reaches age 53.

The unfunded actuarial accrued liability is being am-
ortized using the level-percentage of projected pay-
roll method over a closed period of 40 years.

The Schedule of Funding Progress for the last three
years is presented in the table above. Amounts re-
ported do not include assets or liabilities for postem-
ployment healthcare benefits.

Other Postemployment Benefits

In addition to providing pension benefits, SHPRS
pays health insurance claims on behalf of all per-
sons receiving a monthly pension or survivor benefit
and Medicare Part B basic premiums for those eligi-
ble benefit recipients upon proof of coverage. The
number of active contributing plan participants, as of
December 31, 2003, was 1,542. The cost of retiree
healthcare benefits is recognized as claims are in-
curred and premiums are paid. The calendar year
2003 expense was $7.2 million.

Healthcare benefits are established in Chapter 5505,
Ohio Revised Code, and are advance funded by the
employer on the same actuarially determined basis
(using the same assumptions) as are the SHPRS
pension benefits, as previously discussed. In addi-

tion, the assumption that projected healthcare costs
would increase at a rate of 4.0 percent, compounded
annually, due to inflation, was also used in the
valuation. Net assets available for benefits allocated
to healthcare costs at December 31, 2003 were
$90.5 million, and included investments carried at
fair value, as previously described.

As of December 31, 2003, the unfunded actuarial
accrued liability for healthcare benefits, the portion
of the present value of plan promises to pay benefits
in the future that are not covered by future normal
cost contributions, was $58.6 million; the actuarial
accrued liability for healthcare benefits at that date
was $149.1 million.

Employer contributions are made in accordance with
actuarially determined requirements. The employer
contribution requirement was approximately $3.4
million or 4.75 percent of active member payroll for
the period, January 1 through June 30, 2003, and
3.5 percent of active member payroll for the period,
July 1 through December 31, 2003.

D. Alternative Retirement Plan (ARP)

Pension Benefits

The ARP is a defined contribution retirement plan
that is authorized under Section 3305.02, Ohio Re-
vised Code. The ARP provides at least three or
more alternative retirement plans for academic and
administrative employees of Ohio’s institutions of
higher education, who otherwise would be covered
by STRS or OPERS. Classified civil service em-
ployees are not eligible to participate in the ARP.

The Board of Trustees of each public institution of
higher education enters into contracts with each ap-
proved retirement plan provider. Once established,
full-time faculty and unclassified employees who are
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hired subsequent to the establishment of the ARP,
or who had less than five years of service credit un-
der the existing retirement plans, may choose to en-
roll in the ARP. The choice is irrevocable for as long
as the employee remains continuously employed in
a position for which the ARP is available. For those
employees that choose to join the ARP, any prior
employee contributions that had been made to
STRS or OPERS would be transferred to the ARP.
The Ohio Department of Insurance has designated
eight companies as being eligible to serve as plan
providers for the ARP.

Ohio law requires that employee contributions be
made to the ARP in an amount equal to those that
would otherwise have been required by the retire-
ment system that applies to the employee’s position.
Therefore, employees who would have otherwise
been enrolled in STRS or OPERS would contribute
10.0 percent or 8.5 percent of their gross salaries,
respectively. Employees may also voluntarily make
additional contributions to the ARP.

Ohio law also requires each public institution of
higher education contribute 3.5 percent of a partici-
pating employee’s gross salary for the year ended
June 30, 2004 to STRS in cases when the employee
would have otherwise been enrolled in STRS.

For the year ended June 30, 2004, employers were
not required to contribute to the ARP on behalf of
employees that would otherwise have been enrolled
in OPERS.

The employer contribution amount is subject to ac-
tuarial review every third year to determine if the rate
needs to be adjusted to mitigate any negative finan-
cial impact that the loss of contributions may have
on STRS and OPERS. The Board of Trustees of
each public institution of higher education may also
make additional payments to the ARP based on the
gross salaries of employees multiplied by a percent-
age the respective Board of Trustees approves.
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The ARP provides full and immediate vesting of all
contributions made on behalf of participants. The
contributions are directed to one of the eight invest-
ment management companies as chosen by the par-
ticipants. The ARP does not provide disability bene-
fits, annual cost-of-living adjustments, postretirement
health care benefits, or death benefits. Benefits are
entirely dependent on the sum of the contributions
and related investment income generated by each
participant’s choice of investment options.

For the State’s discretely presented major compo-
nent units, employer and employee contributions
required and made for the year ended June 30,
2004, for the ARP follow (dollars in thousands):

Fiscal Year 2004
OPERS STRS

Major Component Units:

Ohio State University:

Employer Contributions.............. $14,543 $8,794

Employee Contributions ............. 9,287 8,375
University of Cincinnati:

Employer Contributions.............. 5,319 3,875

Employee Contributions ............. 3,767 3,691
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The State has pledged its full faith and credit for the
payment of principal and interest on general obliga-
tion bonds.

At various times since 1921, Ohio voters, by 17 con-
stitutional amendments (the last adopted in Novem-
ber 2000 for land conservation purposes), have au-
thorized the incurrence of general obligation debt for
the construction and improvement of common
school and higher education facilities, highways,
local infrastructure improvements, research and de-
velopment of coal technology, and natural re-
sources. In practice, general obligation bonds are
retired over periods of 10 to 25 years.

A 1999 constitutional amendment provided for the
issuance of Common Schools Capital Facilities
Bonds and Higher Education Capital Facilities
Bonds. As of June 30, 2004, the General Assembly
had authorized the issuance of $2.51 billion in
Common Schools Capital Facilities Bonds, of which
$1.79 billion had been issued. As of June 30, 2004,
the General Assembly had also authorized the issu-
ance of $1.85 billion in Higher Education Capital Fa-
cilities Bonds, of which $1.25 billion had been is-
sued.

Through approval of the November 1995 amend-
ment, voters authorized the issuance of Highway
Capital Improvements Bonds in amounts up to $220
million in any fiscal year (plus any prior fiscal years’
principal amounts not issued under the new authori-
zation), with no more than $1.2 billion outstanding at
any time. As of June 30, 2004, the General Assem-
bly had authorized the issuance of approximately
$1.77 bilion in Highway Capital Improvements
Bonds, of which $1.30 billion had been issued.

Constitutional amendments in 1987 and 1995 al-
lowed for the issuance of $2.4 billion of general obli-
gation bonds for infrastructure improvements (Infra-
structure Bonds), of which no more than $120 million
may be issued in any fiscal year. As of June 30,
2004, the General Assembly had authorized $2.16
billion of these bonds to be sold (excluding any
amounts for unaccreted discount on capital appre-
ciation bonds at issuance), of which $1.92 billion had
been issued (net of $214 million in unaccreted dis-
counts at issuance).

A 1968 constitutional amendment authorized the
issuance of Highway Obligations in amounts up to
$100 million in any calendar year, with no more than
$500 million in principal amount outstanding at any
one time. The aggregate of General Assembly au-
thorizations, as of June 30, 2004, for Highway Obli-

gations, was approximately $1.75 billion, all of which
had been issued.

Coal Research and Development Bonds and Parks,
Recreation, and Natural Resources Bonds may be
issued as long as the outstanding principal amounts
do not exceed $100 and $200 million, respectively.
As of June 30, 2004, the General Assembly had au-
thorized the issuance of $150 million in Coal Re-
search and Development Bonds, all of which had
been issued. Legislative authorizations for the issu-
ance of Natural Resources Capital Facilities Bonds
totaled $287 million, as of June 30, 2004 of which
$240 million had been issued.

The State may issue Conservation Projects Bonds
up to $200 million. No more than $50 million may be
issued during a fiscal year. As of June 30, 2004,
the General Assembly had authorized the issuance
of approximately $100 million in Conservation Pro-
jects Bonds, all of which had been issued.

General obligation bonds outstanding and future
general obligation debt service requirements, as of
June 30, 2004, are presented in the table on the fol-
lowing page.

For the year ended June 30, 2004, NOTE 15 sum-
marizes changes in general obligation bonds.
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Primary Government-Governmental Activities
Summary of General Obligation Bonds
and Future Funding Requirements
As of June 30, 2004
(dollars in thousands)
Fiscal Maturing Authorized
Years Interest Through Outstanding But
Issued Rates Fiscal Year Balance Unissued
Common Schools Capital Facilities ........... 2000-04 3.1%-5.4% 2024 $1,745,057 $ 715,000
Higher Education Capital Facilities............. 2000-04 3.8%-5.4% 2024 1,171,443 601,000
Highway Capital Improvements................. 1997-04 3.0%-5.0% 2014 807,222 475,000
Infrastructure Improvements...................... 1990-04 2.0%-7.6% 2023 1,368,172 240,014
Highway Obligations............ccccccccveiiieenne 1996 4.5% 2005 10,000 —
Coal Research and Development.............. 1996-04 2.4%-5.0% 2013 48,975 —
Natural Resources Capital Facilities.......... 1995-03 3.0%-5.6% 2018 171,316 47,000
Conservation Projects ..........cccccceevuvvenennnn. 2002-04 3.5%-4.3% 2019 98,526 —
Total General Obligation Bonds............ $5,420,711 $2,078,014
Future Funding of Current Interest and Capital Appreciation Bonds:
Interest
Rate
Year Ending June 30, Principal Interest Swaps, Net Total
2005....cceiieiieeeeee, $ 390,705 $ 226,052 $ (459) $ 616,298
2006......eeeeeeeiiiiiieeeee, 375,905 206,725 (386) 582,244
2007 .., 376,555 191,817 (312) 568,060
2008.....eieeeeeeieieeeee, 371,965 175,994 (237) 547,722
2009 360,795 160,358 (160) 520,993
2010-2014.....ovvvvverrerernnns 1,571,640 577,701 (81) 2,149,260
2015-2019...cuvvivvevnrrrennnnns 943,830 283,612 — 1,227,442
2020-2024........ovvvvernrnnnnnnn 637,185 70,589 — 707,774
Total Current Interest
and Capital Appreciation Bonds........ $5,028,580 $1,892,848 $(1,635) $6,919,793
Future Funding of Variable-Rate Bonds:
Interest
Rate
Year Ending June 30, Principal Interest Swaps, Net Total
2005....ciiiieeeee, $ 785 $ 4,530 $ 5,754 $ 11,069
2006 .......eeeeeeeeiiiieeeeeee, 625 4,576 5,866 11,067
2007 .., 650 4,569 5,850 11,069
2008.....eeveerniiennirniirnrannnnns 675 5,085 6,373 12,133
2009 695 5,594 5,890 12,179
2010-2014....oevvvvverrrrnnnnns 26,680 27,590 19,641 73,911
2015-2019...cuvvvvrvrerernnnnnns 195,840 21,695 14,538 232,073
2020-2024 ..........oeeeeenn. 126,075 9,478 3,554 139,107
Total Variable-Rate Bonds................... 352,025 $83,117 $67,466 $502,608
Total General Obligation Bonds........... 5,380,605
Unamortized Discount/
(Premium), Net.......cccooevieeeeieeeee. 100,724
Deferred Refunding Loss.................... (60,618)
Total Carrying Amount..............cccu..... $5,420,711

For the variable-rate bonds, using the assumption that current interest rates remain the same over their term, the
above interest and net swap payment amounts are based on rates, as of June 30, 2004. As rates vary, variable-
rate bond interest payments and net swap payments vary.
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Interest Rate Swaps

As of June 30, 2004, approximately $382.1 million of Infrastructure Improvement Bonds and Common Schools
Bonds included associated interest-rate swaps. Terms of the swap agreements are provided below.

Primary Government-Governmental Activities

Interest Rate Swaps
As of June 30, 2004

(dollars in thousands)

Method Credit
Counter- to Quality
party’s State’s Esti- Ratings
Under- Swap Swap Termination mate of
Type of Notional lying Rate at Rate at Effective (Maturity) Fair Fair Counter-
Issue Swap Amount Index 06/30/2004 06/30/2004 Date Date Value Value parties
Infrastructure Floating $63,900 BMA 1.02%* 4.63% 11/29/2001 08/01/2021  $(5,404) Quoted 50%
Improvements, to fixed Index Market ~ Aaa/AAA
Series 2001B knock-out Value Bear
Stearns
Financial
Products
50%
Aa3/A+
Morgan
Stanley
Capital
Services
Infrastructure Floating $104,315 Actual 1.03% 2.96% 02/26/2003 08/01/2008 $(111) Quoted Aa3/A+
Improvements, to fixed Bond Market ~ Morgan
Refunding Rate Value Stanley
Series 2003B Capital
Services
Infrastructure Floating $58,085 Actual 1.03% 3.04% 03/20/2003  02/01/2010 $544 Quoted Aa3/A+
Improvements, to fixed Bond Market ~ Morgan
Refunding Rate Value Stanley
Series 2003D Capital
Services
Infrastructure Fixed to $30,115 BMA 2.54% 1.02%* 12/04/2003  02/01/2010 $(309) Quoted Aa3/AA-
Improvements, floating Index Market  JP
Series 2003F Value Morgan
Chase
Infrastructure Floating $58,725  68% of .99% 3.51% 03/03/2004 02/01/2023 $1,312 Quoted Aa3/A+
Improvements, to fixed LIBOR Market ~ Morgan
Refunding enhanced (1-month Value Stanley
Series 2004A LIBOR LIBOR > Capital
5.0%) or Services
63% of
LIBOR +
25 basis
points
(1-month
LIBOR <
5.0%)
Common Fixed to $67,000 BMA 2.67% 1.05%* 12/15/2003  09/01/2007 $(145) Quoted 50%
Schools, floating Index Market  Aa3/A+
Series 2003D Value Morgan
Stanley
Capital
Services
50%
Aa3/AA-
JP Mor-
gan
Chase

*Weighted-average rate based on payment dates
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Each swap counterparty is required to post collateral
to a third party when their respective credit rating, as
determined by specified nationally recognized credit
rating agencies, falls below the trigger level defined
in the swap agreement. This arrangement protects
the State by mitigating the credit risk, and therefore
termination risk, inherent in the swap. Collateral on
all swaps must be in the form of cash or U.S. gov-
ernment securities held by a third-party custodian.
Net payments are made on the same date, as speci-
fied in the agreements.

The State retains the right to terminate any swap
agreement at the market value prior to maturity. The
State has termination risk under the contracts, par-
ticularly upon the occurrence of an additional termi-
nation event (ATE), as defined in the swap agree-
ments. An ATE occurs if either the credit rating of
the bonds associated with a specific swap or the
credit rating of the swap counterparty falls below a
threshold defined in each swap agreement. If the
swap was terminated, the variable-rate bonds would
no longer carry a synthetic interest rate. Also, if at
the time of the termination the swap has a negative
fair value, the State would be liable to the counter-
party for a payment at the swap’s fair value. Other
termination events include failure to pay, bankruptcy,
merger without assumption, and illegality. No such
credit events have occurred.

Interest rate risk, rollover risk, basis risk, and credit
risk vary for each interest rate swap. Discussion of
these risks is included below, when applicable to the
swap.

Infrastructure Improvements-Series 2001B

The State entered into an interest rate swap to con-
vert the Series 2001B variable-rate bonds into a syn-
thetic fixed rate to minimize interest expense. The
combination of the variable-rate bonds and a float-
ing-to-fixed swap creates a low-cost, long-term syn-
thetic fixed rate debt that protects the State from
rising interest rates. This structure produced ex-
pected present value savings of approximately $2
million versus a traditional fixed-rate bond structure.

The State was not exposed to credit risk because
the swap had a negative fair value at June 30, 2004.
However, should interest rates change and the fair
value of the swap becomes positive, the State would
be exposed to credit risk in the amount of the deriva-
tive’s fair value.

In addition, the swap has a knock-out option. In the

event the 180-day average of the BMA index rate
exceeds seven percent, the counterparty can knock-
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out (cancel) the swap. If the counterparty exercises
its option to cancel, the State would be exposed to
higher floating rates.

The swap exposes the State to basis risk or a mis-
match (shortfall) between the floating rate received
on the swap and the variable rate paid on the under-
lying variable-rate bonds. A mismatch (shortfall)
would effectively raise the fixed rate that the State
pays on the swap. BMA is a proxy for the State’s
variable-rate debt.

Infrastructure Improvements-

Refunding Series 2003B

The State entered into an interest rate swap to con-
vert the Series 2003B variable-rate refunding bonds
into a synthetic fixed rate through the escrow period
to protect the State from rising interest rates. The
combination of variable-rate bonds and a floating-to-
fixed swap creates a low-cost, synthetic fixed-rate
debt during the escrow period without incurring
negative arbitrage, increases the State’s variable-
rate exposure after the call date, and generates ex-
pected present value savings of $8.4 million.

The swap matures on August 1, 2008, and the Se-
ries 2003 variable-rate bonds mature on August 1,
2017. This mismatch in terms allows the State to
increase its variable rate exposure after August 1,
2008, which is consistent with its long-term as-
set/liability management policy objective.

The State was not exposed to credit risk because
the swap had a negative fair value at June 30, 2004.
However, should interest rates change and the fair
value of the swap becomes positive, the State would
be exposed to credit risk in the amount of the deriva-
tive’s fair value.

Infrastructure Improvements-

Refunding Series 2003D

The State entered into an interest rate swap to con-
vert the Series 2003D variable-rate refunding bonds
into a synthetic fixed rate through the escrow period
that protects the State from rising interest rates. The
combination of variable-rate bonds and a floating-to-
fixed swap creates a low-cost, synthetic fixed-rate
debt during the escrow period without incurring
negative arbitrage, increases the State’s variable-
rate exposure after the call date, and generates ex-
pected present value savings of $4.9 million.

The swap matures on February 1, 2010, and the
Series 2003 variable-rate bonds mature on February
1, 2019. This mismatch in terms allows the State to
increase its variable rate exposure after February 1,
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2010, which is consistent with its long-term as-
set/liability management policy objective. At June
30, 2004, the State has credit risk exposure equal to
the swap’s fair value of $.5 million.

Infrastructure Improvements-Series 2003F

The State entered into an interest rate swap to con-
vert a portion of the Series 2003F fixed-rate bonds
into a synthetic variable rate. The combination of
fixed-rate bonds and a fixed-to-floating swap creates
a borrowing cost that is less than the traditional vari-
able borrowing cost for an expected present value
savings of $.2 million.

The State was not exposed to credit risk because
the swap had a negative fair value at June 30, 2004.
However, should interest rates change and the fair
value of the swap becomes positive, the State would
be exposed to credit risk in the amount of the deriva-
tive’s fair value.

Infrastructure Improvements-

Refunding Series 2004A

The State entered into an interest rate swap to con-
vert the Series 2004A variable-rate bonds into a syn-
thetic fixed rate to minimize interest expense. The
combination of the variable-rate bonds and a float-
ing-to-fixed swap creates a low-cost, long-term syn-
thetic fixed rate debt that protects the State from
rising interest rates.

At June 30, 2004, the State has credit risk exposure
equal to the swap’s fair value of $1.3 million.

The swap exposes the State to basis risk or a mis-
match (shortfall) between the floating rate received
on the swap and the variable rate paid on the under-
lying variable-rate bonds. A mismatch (shortfall)
would effectively make the fixed rate the State pays
on the swap higher. BMA is a proxy for the State’s
variable-rate debt.

The swap has an embedded floor. When the one-
month LIBOR rate falls below five percent, the State
will receive a pay off of the swap from the Counter-
party. This floor reduces the basis risk when rates
are below five percent.

Common Schools-Series 2003D

The State entered into an interest rate swap to con-
vert its Common Schools, Series 2003D fixed-rate
bonds into a synthetic variable rate. Through the
swap, the State achieves variable rate exposure
synthetically at a rate equal to the BMA index less
20.5 basis points.

The swap matures on September 1, 2007, and the
Common Schools, Series 2003D bonds mature

March 15, 2024. Upon expiration of the swap, the
bonds are expected to change from a synthetic vari-
able rate to a natural variable rate.

The State was not exposed to credit risk because
the swap had a negative fair value at June 30, 2004.
However, should interest rates change and the fair
value of the swap becomes positive, the State would
be exposed to credit risk in the amount of the deriva-
tive’s fair value.

Advance Refundings
During fiscal year 2004, there were two advance
refundings of general obligation bonds as follows:

The State issued approximately $59.0 million in In-
frastructure Improvements refunding bonds (Series
2004A and 2004B) with a true interest cost rate of
3.6 percent to defease approximately $60.6 million
(in substance). Net refunding bond proceeds of
$64.8 million (after payment of underwriting fees and
bond issue costs) were deposited with escrow
agents to provide for all future principal and interest
payments on the old bonds. As a result of the re-
funding, the State’s debt service payments will be
reduced by $4.5 million over the next 19 years. The
net economic gain from the refunding was $3.3 mil-
lion. At issuance, Series 2004A was comprised of
$58.7 million in term bonds, and Series 2004B was
comprised of $309 thousand in capital appreciation
bonds, net of unaccreted discount of $7.9 million
and unamortized premium of $6.2 million.

The State issued approximately $58.2 million in
Common Schools refunding bonds (Series 2003E)
with an average interest cost rate of 5 percent to
defease approximately $57.6 million (in substance).
Net refunding bond proceeds of $65.1 million were
deposited with escrow agents to provide for all future
principal and interest payments on the old bonds.
As a result of the refunding, the State’s debt service
payments will be reduced by $5.2 million over the
next 10 years. The net economic gain from the re-
funding was $3.3 million.

In prior years, the Treasurer of State defeased cer-
tain Infrastructure Improvement Bonds, Natural Re-
sources Bonds, and Higher Education Bonds by
placing the proceeds of new bonds in irrevocable
trusts to provide for all future debt service payments
on the old bonds. Accordingly, the various trust ac-
counts’ assets and liabilities for the defeased bonds
are not included in the State’s financial statements.
As of June 30, 2004, Infrastructure Improvement
Bonds of $502.8 million, Natural Resources Bonds
of $16.8 million, Common Schools Bonds of $57.6
million, and Higher Education Bonds of $56.2 million
are considered defeased and no longer outstanding.
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The State Constitution permits state agencies and
authorities to issue bonds that are not supported by
the full faith and credit of the State. These bonds
pledge income derived from user fees and rentals on
the acquired or constructed assets to pay the debt
service. Issuers for the primary government include
the Ohio Building Authority (OBA), which has issued
revenue bonds on its own behalf and for the Ohio
Bureau of Workers’ Compensation, the Treasurer of
State for the Ohio Department of Development’s
Office of Credit and Finance, and the Ohio Depart-
ment of Transportation. Major issuers for the State’s
component units include the Ohio Water Develop-
ment Authority, the Ohio State University, and the
University of Cincinnati.

A. Primary Government

Economic Development bonds, issued by the Treas-
urer of State for the Office of Credit and Finance’s
Direct Loan Program, provide financing for loans
and loan guarantees to businesses within the State
for economic development projects that create or
retain jobs in the State. The taxable bonds are
backed with profits derived from the sale of spiritu-
ous liquor by the Division of Liquor Control and
pledged moneys and related investment earnings
held in reserve under a trust agreement with a finan-
cial institution.

Revitalization Project revenue bonds provide financ-
ing to enable the remediation or clean up of con-
taminated publicly or privately owned lands to allow
for their environmentally safe and productive devel-
opment. During fiscal year 2004, the Treasurer of
State issued $100 million in Revitalization Project

bonds, which are also backed with profits derived
from the sale of spirituous liquor by the Division of
Liquor Control.

Since fiscal year 1998, the Treasurer of State has
issued a total of $439 million in State Infrastructure
Bank Bonds for various highway construction pro-
jects sponsored by the Department of Transporta-
tion. The State has pledged federal highway re-
ceipts as the primary source of moneys for meeting
the principal and interest requirements on the bonds.

Revenue bonds accounted for in business-type ac-
tivities finance the costs of the William Green Build-
ing, which houses the main operations of the Ohio
Bureau of Workers’ Compensation in Columbus and
other office buildings and related facilities con-
structed by the OBA for shared use by local gov-
ernments. The principal and interest requirements
on the OBA bonds are paid from rentals received
under the long-term lease agreements discussed in
NOTE 5D.

Revenue bonds outstanding for the primary govern-
ment, as of June 30, 2004, are presented in the ta-
ble below.

For the year ended June 30, 2004, NOTE 15 sum-
marizes changes in revenue bonds.

Future bond service requirements for revenue bonds
of the primary government, as of June 30, 2004, are
presented in the table at the top of the following

page.

Primary Government
Revenue Bonds
As of June 30, 2004

(dollars in thousands)

Governmental Activities:
Treasurer of State:

Economic Development ..........ooovvvviiiiiiiiiiieiiieieieieeeeeeeeeeeees
State Infrastructure Bank ............cccoooiiiiiiiieee
Revitalization Project..........ccooiiiiiie

Total Governmental Activities.........cccceevvveveveeeeeeeeiieeeieee,

Business-Type Activities:

Bureau of Workers’ Compensation ............cccceeeveiiiieenennn.
Ohio Building AUthOrity.........ccocciiiiiiiiiie e

Total Business-Type Activities.........ccooooiiieiiiiiene.
Total Revenue Bonds...........cccccooviiiiiiieiiiiiiiieeeee e,
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Fiscal Maturing

Year Interest Through Outstanding

Issued Rates Fiscal Year Balance
1997-04 3.8%-7.8% 2024 $234,975
1998-04 2.0%-5.0% 2011 321,485
2003 3.0%-5.0% 2018 51,498
607,958
2003 1.6%-4.0% 2014 148,390
1986-04 2.0%-9.8% 2008 10,147
158,537
$766,495
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Primary Government
Future Funding Requirements for Revenue Bonds
As of June 30, 2004
(dollars in thousands)
Governmental Activities Business-Type Activities Total
Year Ending June 30, Principal Interest Total Principal Interest Total Principal Interest Total

2005 .....oieeeieeeen, $62,175 $31,664 $93,839 $ 6,991 $ 6986 $ 13977 § 69,166 $ 38,650 $ 107,816
2006 .....ooveriiieeieen, 63,185 28,770 91,955 15,237 6,770 22,007 78,422 35,5640 113,962
2007 oo, 64,280 25,689 89,969 18,803 6,050 24,853 83,083 31,739 114,822
2008 ..o, 65,450 22,488 87,938 17,741 5,337 23,078 83,191 27,825 111,016
2009 ..., 57,875 19,355 77,230 16,005 4,606 20,611 73,880 23,961 97,841
2010-2014 .....coevveeen, 115,795 66,165 181,960 78,800 11,597 90,397 194,595 77,762 272,357
2015-2019...cceereenen, 91,095 38,059 129,154 — — — 91,095 38,0569 129,154
2020-2024.........c.ce..... 67,880 9,270 77,150 — — — 67,880 9,270 77,150

587,735 241,460 829,195 153,577 41,346 194,923 741,312 282,806 1,024,118
Net Unamortized

Premium/(Discount)..... 20,223 — 20,223 10,289 — 10,289 30,512 — 30,512
Deferred

Refunding Loss............ — — — (5,329) — (5,329) (5,329) — (5,329)
Total .o, $607,958 $241,460 $849,418 $158,537  $41,346 $199,883 $766,495 $282,806 $1,049,301

In December 1998, the Treasurer of State entered
into a forward purchase refunding agreement to ad-
vance refund approximately $102 million in Series
1996 Taxable Development Assistance Bonds on
October 1, 2006. Under the terms of the bond pur-
chase agreement, the underwriter has agreed to
purchase approximately $102 million in Series 1998
Taxable Development Assistance Refunding Bonds
and deliver to the escrow agent on or before August
25, 2006 cash and/or direct U.S. government obliga-
tions sufficient to provide for the redemption of the
refunded bonds on October 1, 2006. Because the
State has not taken delivery of the proceeds from
the issuance of the Series 1998 Taxable Develop-
ment Assistance Refunding Bonds, as of June 30,
2004, no obligation for the refunding bonds has
been included in the financial statements.

During fiscal year 2004, there were two advance
refundings of revenue bonds as follows:

The State issued approximately $6.7 million in State
Facilities refunding bonds (Series 2003A DiSalle
Government Center) with a true interest cost rate of
1.9 percent to defease approximately $10.2 million
(in substance). Net refunding bond proceeds of $7
million were deposited with escrow agents to provide
for all future principal and interest payments on the
old bonds. As a result of the refunding, the State’s
debt service payments will be reduced by $5.6 mil-
lion over the next five years. The net economic gain
from the refunding was $636 thousand.

The State issued approximately $701 thousand in
State Facilities refunding bonds (Series 2003A
Ocasek Government Center) with a true interest cost

rate of 1.9 percent to defease approximately $1 mil-
lion (in substance). Net refunding bond proceeds of
$700 thousand were deposited with escrow agents
to provide for all future principal and interest pay-
ments on the old bonds. As a result of the refund-
ing, the State’s debt service payments will be re-
duced by $546 thousand over the next five years.
The net economic gain from the refunding was $61
thousand.

B. Component Units

Ohio Water Development Authority (OWDA) bonds
and notes provide financing to local government au-
thorities (LGA) in the State of Ohio for the acquisi-
tion, construction, maintenance, repair, and opera-
tion of water development projects and solid waste
projects, including the construction of sewage and
related water treatment facilities. The principal and
interest requirements on OWDA obligations are
generally paid from investment earnings, federal
funds and/or repayments of loan principal and inter-
est thereon from the LGAs.

A portion of OWDA'’s outstanding bonds has been
issued for the Water Pollution Control Loan Pro-
gram, which provides low-cost financing to LGAs for
the construction of wastewater treatment facilities.
In the event pledged program revenues, which con-
sist of interest payments from the LGAs as reim-
bursement for construction costs, are not sufficient
to meet debt service requirements for the bonds, the
General Assembly may appropriate moneys for the
full replenishment of a bond reserve. As of Decem-
ber 31, 2003, approximately $697.0 million in bonds
were outstanding for this program.
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NOTE 11 REVENUE BONDS AND NOTES (Continued)

Future bond service requirements for the Water Pol- student fees, rental income, and gifts and donations,
lution Control Loan Program revenue bonds, as of as may be provided for in the respective bond pro-
December 31, 2003, are as follows (dollars in thou- ceedings, for the construction of educational and
sands): student residence facilities and auxiliary facilities
such as dining halls, hospitals, parking facilities,
Year Ending bookstores, and athletic facilities.
December 31, Principal Interest Total
$ 33,460 $ 75608 $ 109,068 Except as previously discussed with respect to
35,095 70,549 105,644 OWDA'’s Water Pollution Control Loan Program
36,605 65,223 101,828 bonds, the State is not obligated in any manner for
37,860 60,177 98,037 the debt of its component units.
39,705 55,510 95,215
f;g:;gg %g:gg ggg:ggg Of the outstanding revenue bonds and notes re-
2019-2023 102,050 31,672 133,722 ported for the OWDA component unit fund, approxi-
2024-2028 — 3,661 3,661 mately $127.6 million in bonds had adjustable inter-
2029-2033 — 231 231 est rates that are reset weekly at rates determined
692,220 687,993 1,380,213 by the remarketing agency. As of December 31,
Net Unamortized 2003, the rates for $100.9 million and $26.7 million
Premium/(Discount) . 24,516 — 24,516 of the variable-rate bonds were 1.1 percent and 1.3
Deferred percent, respectively.
Refunding Loss......... (19,758) — (19,758)
TOtal oo, $696,978 $687,993  $1,384,071 Future bond service requirements for revenue bonds
and notes reported for the discretely presented ma-
Generally, bonds and notes issued by the state uni- jor component units, as of June 30, 2004, are pre-
versities and state community colleges are payable sented in the table below.

from the institutions’ available receipts, including

Major Component Units
Future Funding Requirements for Revenue Bonds
As of June 30, 2004

(dollars in thousands)

Ohio Water Development Authority
(12/31/03) Ohio State University University of Cincinnati

Year Ending
December 31 or June 30, Principal Interest Total Principal Interest Total Principal Interest Total

$ 104,430 $ 75,608 $ 180,038
105,265 70,549 175,814  $405,480 $ 23,529 $ 429,009 § 59,868 §$ 30,391 $§ 90,259
130,580 65,223 195,803 18,206 23,630 41,836 20,630 28,774 49,404
104,935 60,177 165,112 16,689 22,864 39,553 25,650 27,881 53,531
67,030 55,610 122,540 17,274 22,008 39,282 31,215 26,818 58,033
— — — 18,184 21,121 39,305 26,040 25,664 51,704
453,810 215,817 669,627 — — — — — —

2010-2014 — — — 89,354 90,973 180,327 138,650 111,927 250,577
2014-2018.... 354,960 109,545 464,505 — — — — — —
2015-2019 — — — 79,565 65,004 144,569 161,145 79,473 240,618
2019-2023 207,725 31,672 239,397 — — — — — —
2020-2024 .... — — — 67,945 38,715 106,660 144,740 44,560 189,300
2024-2028 28,510 3,661 32,171 — — — — — —
2025-2029 — — — 47,025 19,522 66,547 116,640 17,402 134,042
2029-2033.... 3,660 231 3,891 — — — — — —

2030-2034 — — — 32,974 4,294 37,268 34,900 1,614 36,514

1,660,905 687,993 2,248,898 792,696 331,660 1,124,356 759,478 394,504 1,153,982

Net Unamortized

Premium/(Discount)...... 30,785 — 30,785 — — — 1,592 — 1,592
Deferred

Refunding Loss............ (30,709) — (30,709) — — — — — —
Total ..ooeeciiiieeee, $1,560,981 $687,993 $2,248,974 $792,696 $331,660 $1,124,356 $761,070 $394,504 $1,155,574
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NOTE 12 SPECIAL OBLIGATION BONDS

The Ohio Building Authority (OBA) and the Treas-
urer of State issue special obligation bonds reported
in governmental activities.

OBA bonds finance the capital costs of categories of
facilities including correctional facilities and office
buildings for state departments and agencies and, in
some cases, related facilities for local governments.

Under the authority of Chapter 154, Ohio Revised
Code, the Treasurer of State is the issuer of special
obligation bonds that finance the cost of capital fa-
cilities for state-supported institutions of higher edu-
cation, mental health and retardation institutions,
and parks and recreation. Prior to September 14,
2000, when House Bill 640 became effective and
reassigned the issuing authority for these obligations
to the Treasurer of State, the Ohio Public Facilities
Commission issued the Chapter 154 bonds.

Elementary and Secondary Education Bonds, which
the Treasurer of State issued for the Department of
Education, finance the construction costs of capital
facilities for local school districts.

The State reports OBA bonds issued for capital pro-
jects that benefit state agencies as special obligation
bonds, while OBA bonds issued to finance the costs
of local government facilities are reported as reve-
nue bonds (See NOTE 11).

Pledges of lease rental payments from appropria-
tions made to the General Fund, Highway Safety
and Highway Operating Special Revenue funds, and
Underground Parking Garage Enterprise Fund,
moneys held by trustees pursuant to related trust
agreements, and other receipts, as required by the
respective bond documents, secure the special obli-
gation bonds. The lease rental payments are re-

ported in the fund financial statements as interfund
transfers.

Special obligation bonds outstanding and bonds au-
thorized but unissued, as of June 30, 2004, are pre-
sented in the table below.

Future special obligation debt service requirements,
as of June 30, 2004, are as follows (dollars in thou-
sands):

Year Ending
June 30, Principal Interest Total
2005.............. $ 455429 $ 189,956 $ 645,385
2006.............. 443,938 167,942 611,880
2007 ....cuuuee. 445,632 141,029 586,661
2008 .............. 430,559 120,244 550,803
2009.............. 321,200 100,585 421,785
2010-2014 ..... 1,191,475 291,623 1,483,098
2015-2019..... 463,925 88,111 552,036
2020-2024 ..... 123,165 14,301 137,466
3,875,323 1,113,791 4,989,114

Net Unamor-

tized Premium/

(Discount)......... 88,328 — 88,328

Deferred

Refunding Loss (59,171) — (59,171)

Total ................ $3,904,480 $1,113,791 $5,018,271

For the year ended June 30, 2004, NOTE 15 sum-
marizes changes in special obligation bonds.

During fiscal year 2004, the OBA defeased a num-
ber of special obligation bond issues in substance
when the net proceeds of refunding bonds (after
payment of underwriting fees and bond issue costs)
were deposited with escrow agents to provide for all
future principal and interest payments on the old
bonds. A resulting economic gain/(loss) from an

Primary Government-Governmental Activities
Special Obligation Bonds
As of June 30, 2004

(dollars in thousands)

Fiscal Maturing Authorized
Years Interest Through Outstanding But
Issued Rates Fiscal Year Balance Unissued
Ohio Building Authority ...........ccccevnneeen. 1986-04 2.0%-9.8% 2024 $2,278,308 $361,910
Treasurer of State:
Chapter 154 Bonds:
Higher Education Facilities .................. 1994-03 3.2%-6.0% 2013 1,133,059 —
Mental Health Facilities........................ 1995-03 3.1%-6.0% 2018 263,773 77,915
Parks and Recreation Facilities ........... 1996-04 2.5%-5.5% 2019 122,725 23,100
Elementary and Secondary Education.... 1997-99 4.0%-5.6% 2008 106,615 —
Total Special Obligation Bonds............. $3,904,480 $462,925
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NOTE 12 SPECIAL OBLIGATION BONDS (Continued)

advance refunding represents the difference be-
tween the present values of the debt service pay-
ments on the old and new debt. Details on the ad-
vance refundings for fiscal year 2004 are presented
in the table below.

In prior years, the OBA and the Treasurer of State
defeased certain bond issues by placing the pro-
ceeds of new bonds in irrevocable trusts to provide

for all future debt service payments on the old
bonds. Accordingly, the various trust accounts’ as-
sets and liabilities for the defeased bonds are not
included in the State’s financial statements. As of
June 30, 2004, $299.8 million and $476.9 million of
OBA and Chapter 154 special obligation bonds, re-
spectively, are considered defeased and no longer
outstanding.

Governmental Activities
Special Obligation Bonds
Details of Advance Refundings
For the Year Ended June 30, 2004

(dollars in thousands)

True Carrying
Interest  Amount of Refunding Economic
Amount of Cost Bonds Bond Reduction Gain
Refunding Rates of Refunded Proceeds in Debt Resulting
Date of Bonds Refunding (in sub- Placed in Service from
Refunding Bond Issue Refunding Issued Bonds stance) Escrow Payments Refunding
Ohio Building Authority:
State Facilities (DiSalle 7/22/03 $ 4,263 1.9% $ 6,498 $ 4,450  $3,593 over $ 407
Government Center), Series 2003A next 5 years
State Facilities (Lausche 7/22/03 4,915 1.9% 7,183 4,935 $3,948 over 449
State Office Building), next 5 years
Series 2003A
State Facilities (Ocasek 7/22/03 1,994 1.9% 2,876 1,998 $1,553 over 175
Government Office Building), next 5 years
Series 2003A
State Facilities (Highway 3/23/04 41,695 2.4% 42,685 46,879  $2,446 over 2,148
Safety Building), Series 2004B next 8 years
State Facilities (DNR 5/11/04 3,910 2.5% 3,473 4,022 $153 over 149
Fountain Square), Series 2004A next 5 years
State Facilities (Vern Riffe 5/11/04 22,705 2.3% 22,236 23,550 $678 over 663
Center), Series 2004A next 5 years
State Facilities (Adult 5/11/04 42,665 2.1% 41,819 44,365  $1,215 over 1,190
Correctional Building), next 5 years
Series 2004B
Total..oveececinceee $122,147 $126,770 $130,199 $5,181

NOTE 13 CERTIFICATES OF PARTICIPATION

As of June 30, 2004, approximately $6.5 million in
certificate of participation (COP) obligations were
reported in governmental activities.

In fiscal year 1992, the Ohio Department of Trans-
portation participated in the issuance of $8.7 million
of COP obligations to finance the acquisition of the
Panhandle Rail Line Project. During fiscal year
1996, the Department also participated in the issu-
ance of $10.2 million in COP obligations to provide
assistance to the Rickenbacker Port Authority for
facility improvements at the Rickenbacker Interna-
tional Airport in Franklin and Pickaway counties.

112

Under the COP financing arrangements, the State is
required to make rental payments from the Trans-
portation Certificates of Participation Debt Service
Fund and the General Fund (subject to biennial ap-
propriations) that approximate the interest and prin-
cipal payments made by trustees to certificate hold-
ers.

Obligations outstanding for the primary government
under COP financing arrangements, as of June 30,
2004, are presented in the table at the top of the
following page.
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Primary Government — Governmental Activities
Certificate of Participation Obligations
As of June 30, 2004
(dollars in thousands)
Fiscal Maturing

Year Interest Through Outstanding

Issued Rates Fiscal Year Balance

Department of Transportation:

Panhandle Rail Line Project..........cccccoviiiiiiiiiiiniiieeeen 1992 6.5% 2012 $5,105

Rickenbacker Port Authority Improvements..................... 1996 6.1% 2007 1,375

Total Certificates of Participation ..................... $6,480

As of June 30, 2004, the primary government’s fu-
ture commitments under the COP financing ar-

For the year ended June 30, 2004, NOTE 15 sum-
marizes changes in COP obligations.

rangements are as follows (dollars in thousands):
For the State’s component units, approximately

Year Ending $29.7 million in COP obligations are reported in the
June 30, Principal Interest Total component unit funds. The obligations finance
2005 ........... $ 945 $ 408 $1,353 building construction costs at the Ohio State Univer-
2006 ........... 1,005 348 1,353 sity, University of Cincinnati, and the University of
2007 ........... 800 285 1,085 Akron.

2008 ........... 520 242 762

38(1)8 o1 5 222 42188 3 82‘5‘ As of June 30, 2004, future commitments under the

: " : : COP financing arrangements for the State’s compo-

Total.......... $6,480 $1,892 $8,372 nent units are detailed in the table below.

Component Units
Future Funding Requirements for Certificate of Participation Obligations
As of June 30, 2004

(dollars in thousands)

Ohio State University University of Cincinnati

Year Ending June 30, Principal Interest Total Principal Interest Total
2005.....cccinee. $ 720 $ 321 $1,041 $ 90 $ 46 $ 136
2006 .......ccueeneee. 355 293 648 90 41 131
2007 .o, 360 277 637 90 36 126
2008......ccceenee. 390 260 650 95 31 126
2009.....ccceenee. 405 242 647 95 26 121
2010-2014........ 2,340 890 3,230 380 52 432
2015-2019........ 2,330 242 2,572 — — —
2020-2024........ — — — — — —
2025-2029........ — — — — — —
2030-2034........ — — — — — —

Total ..ooovvviienen. $6,900 $2,525 $9,425 $840 $232 $1,072

University of Akron Total Component Units

Year Ending June 30, Principal Interest Total Principal  Interest Total
2005....ccccminene $ — $1725 $ 1725 $ 810 $ 2,092 $ 2,902
2006 .......cccnnee. 140 1,585 1,725 585 1,919 2,504
2007 ..o 275 1,450 1,725 725 1,763 2,488
2008......ccoeinnee 295 1,430 1,725 780 1,721 2,501
2009 .....cceeenee. 315 1,410 1,725 815 1,678 2,493
2010-2014........ 1,955 6,670 8,625 4,675 7,612 12,287
2015-2019........ 2,765 5,860 8,625 5,095 6,102 11,197
2020-2024........ 3,845 4,780 8,625 3,845 4,780 8,625
2025-2029........ 5,240 3,385 8,625 5,240 3,385 8,625
2030-2034........ 7,170 1,455 8,625 7,170 1,455 8,625

Total oo $22,000 $29,750  $51,750 $29,740  $32,507 $62,247
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NOTE 14 OTHER NONCURRENT LIABILITIES

As of June 30, 2004, in addition to bonds and certifi-
cates of participation obligations discussed in
NOTES 10 through 13, the State reports the follow-
ing noncurrent liabilities in its financial statements
(dollars in thousands):

Governmental Activities:

Compensated Absences ....................... $ 382,208
Capital Leases Payable ........................ 3,460
Liability for Escheat Property ................ 173,935
Total Governmental Activities ............ 559,603
Business-Type Activities:
Compensated Absences ............cccc...... 34,563
Capital Leases Payable ......................... 30,368
Workers’ Compensation:
Unearned Revenue...........ccccoeeeevvnnne.n 394,319
Benefits Payable ...........cccccocvevie, 14,619,873
(@1 1= SRR 1,750,020
Deferred Prize Awards Payable............. 856,903
Tuition Benefits Payable ........................ 1,141,700
Workers Compensation Claims-
Auditor of State’s Office....................... 7,828
Total Business-Type Activities........... 18,835,574
Total Primary Government................. $19,395,177

For the year ended June 30, 2004, NOTE 15 sum-
marizes the changes in other noncurrent liabilities.
Explanations of certain significant noncurrent liability
balances reported in the financial statements follow.

A. Compensated Absences

For the primary government, the compensated ab-
sences liability, as of June 30, 2004, was $416.8
million, of which $382.2 million is allocable to gov-
ernmental activities and $34.6 million is allocable to
business-type activities.

As of June 30, 2004, discretely presented major
component units reported a total of $133.7 million in
compensated absences liabilities, as detailed by
major component unit in NOTE 15.

B. Lease Agreements

The State’s primary government leases office build-
ings and office and computer equipment. Although
the lease terms vary, most leases are renewable
subject to biennial appropriations by the General
Assembly. If the likelihood of the exercise of a fiscal
funding clause in the lease agreement is, in the
management’s judgment, remote, then the lease is
considered noncancelable for financial reporting
purposes and is reported as a fund expendi-
ture/expense for operating leases or as a liability for
capital leases.
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Assets acquired through capital leasing are valued
at the lower of fair value or the present value of the
future minimum lease payments at the lease’s incep-
tion.

Operating leases (leases on assets not recorded in
the Statement of Net Assets) contain various re-
newal options as well as some purchase options.

Any escalation clauses, sublease rentals, and con-
tingent rents are considered immaterial to the future
minimum lease payments and current rental expen-
ditures. Operating lease payments are recorded as
expenditures or expenses of the related funds when
paid or incurred.

The primary government’s total operating lease ex-
penditures/expenses for fiscal year 2004 were ap-
proximately $85.4 million.

Future minimum lease commitments for operating
leases and capital leases judged to be noncancel-
able, as of June 30, 2004, are as follows (dollars in
thousands):

Primary Government

Operating

Year Ending June 30, Leases
2005 .. e $4,628
2006 .....uueeeeiririiiririrrii i —————————————— 361
2007 coeeeeieeeeieeeiieerr i ——————————— 39
2008 ....eeeeeeeerirrrirnrirerirr i ————————————— 28
2009 ... e 3

Total minimum lease payments.................. $5,059

Capital Leases
Govern- Business-

Year Ending mental Type

June 30, Activities Activities Total
2005.......... $1,435 $16,135 $17,570
2006.......... 1,285 16,134 17,419
2007.......... 821 27 848
2008.......... 441 15 456
2009.......... 11 — 11

Total Mini-

mum Lease

Payments ...... 3,993 32,311 36,304

Amount

for interest ..... (533) (1,943) (2,476)

Present Value

of Net Mini-

mum Lease

Payments ...... $3,460 $30,368 $33,828
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As of June 30, 2004, the primary government had
the following capital assets under capital leases (dol-
lars in thousands):

Primary Government

Govern- Business-
mental Type
Activities Activities Total
Equipment .... $5,998 $69,469 $75,467
Vehicles........ 33 — 33
Total ............. $6,031 $69,469 $75,500

Amortization expense for the proprietary funds within
the Statement of Activities is included with deprecia-
tion expense.

Capital leases are reported under the “Refund and
Other Liabilities” account in the proprietary funds.
For the component units, capital lease obligations
are included under the “Other Liabilities” account.

Future minimum lease commitments for capital
leases judged to be noncancelable and capital as-
sets under capital leases for the discretely presented
major component unit funds, as of June 30, 2004,
are presented in the table below.

Major Component Units

Capital Leases

Ohio University

Year Ending State of

June 30, University Cincinnati
2005 .....ccccceinnnnnn, $ 5,576 $ 11,047
2006 .....ovvvrnnnnnnnnn, 5,431 11,198
210 [0 3,413 11,647
2008 ......evvvnnnnnnnn, 828 11,852
2009 ..., 183 12,882
2010-2014 ........... 637 55,964
2015-2019........... — 44,299
2020-2024 ........... — 51,631

Total Minimum

Lease Payments .... 16,068 210,520

Amount

forinterest .............. (1,058) (79,369)

Present Value of

Net Minimum

Lease Payments .... $15,010 $131,151

Equipment &

Vehicles......cc........ $30,240 $ —

Buildings................ — 140,635

Total........coeeeeeel, $30,240 $140,635

C. Liability for Escheat Property

The State records a liability for escheat property to
the extent that it is probable that the escheat prop-
erty will be reclaimed and paid to claimants. As of
June 30, 2004, this liability totaled approximately
$173.9 million.

D. Workers’ Compensation

Unearned Revenue

Unearned revenue in the amount of $394.3 million is
reported as a noncurrent liability in the Workers’
Compensation Enterprise Fund. This balance
represents employer assessments for disabled
workers benefits and for self-insuring employers
guaranty deposits received or in the course of col-
lection, but not yet recognized.

Benefits Payable

As discussed in NOTE 20A, the Workers’ Compen-
sation Enterprise Fund provides benefits to employ-
ees for losses sustained from job-related injury, dis-
ease, or death. The Bureau has computed a re-
serve for compensation, as of June 30, 2004, in the
amount of approximately $14.62 billion. The re-
serve, which includes estimates for reported claims
and claims incurred but not reported, is included in
the “Benefits Payable” balance reported for the en-
terprise fund.

E. Deferred Prize Awards Payable

Deferred prize awards payable in installments over
future years totaling approximately $856.9 million, as
of June 30, 2004, are reported at present value
based upon interest rates the Treasurer of State pro-
vides the Lottery Commission Enterprise Fund. The
interest rates, ranging from 4.0 to 11.7 percent, rep-
resent the expected long-term rate of return on the
assets restricted for the payment of deferred prize
awards. Once established for a particular deferred
prize award, the interest rate does not fluctuate with
changes in the expected long-term rate of return.
The difference between the present value and gross
amount of the obligations is amortized into income
over the terms of the obligations using the interest
method.
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The present value of future payments of unpaid Actuarial Deficit, as of June 30, 2003 ............ $(321.1)
prize awards, as of June 30, 2004, is as follows (dol- Interest on the Deficit at 7.0 Percent............. (22.5)
lars in thousands): Recognition of Gain in Investment Returns ... 54.2
Additional Deficit from New Unit Purchases .. (3.2)
Year Ending June 30, Lower—Than—Assumed Tuition Increase.......... 43.4
Budget Savings........ccccceeeeiiiiiee e 1.1
2005 $ 142,721 Lower-Than-Expected
2008 127,253 Units/Credits Redeemed............ccccccverenneen. (2.8)
2007 oo 116,166 Lower-Than-Expected Credit Payouts............ 0.3
2008 100,696 Interest Gain on Late Tuition Payouts............ 0.5
2009 85,302 Change in Assumptions...........ccccceiieeeeennns (43.8)
2010-2014 ..o 329,871 Other . e 0.7)
2015-2019..cciiiiiien 280,757 . -
2020-2024..oooooororeeee 134,551 Actuarial Deficit, as of June 30, 2004,
_— Before Adjustment for Value of Future
. ) 1,317,317 Contingent Payments for Variable
Unamortized Discount........... __ (460,414) Investment OptioNS ..........ccccveveeeveeeeeannae (294.6)
Net Prize Liability ................. $ 856,903 Value of Future Contingent Payments
- for Variable Investment Options.................. 42.2
The State reduces prize liabilities by an estimate of Actuarial Deficit, as of June 30, 2004 ........... $(252.4)

the amount of prizes that will ultimately be un-
claimed.

F. Tuition Benefits Payable

The actuarial present value of future tuition benefits
payable from the Tuition Trust Authority Enterprise
Fund were $1.14 billion, as of June 30, 2004. The
valuation method reflects the present value of esti-
mated tuition benefits that will be paid in future years
and is adjusted for the effects of projected tuition
increases at state universities and state community
colleges and termination of participant contracts un-
der the plan.

The following assumptions were used in the actuar-
ial determination of tuition benefits payable: 7.0 per-
cent rate of return, compounded annually, on the
investment of current and future assets; a projected
annual tuition increase of 10.0 percent for calendar
year 2005 and thereafter; and a 2.5 percent Con-
sumer Price Index inflation rate. The effect of
changes due to experience and actuarial assump-
tion changes follow (dollars in millions):
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As of June 30, 2004, the market value of net assets
available for payment of the tuition benefits payable
was $847.1 million.

G. Other Liabilities

The Workers’ Compensation Enterprise Fund re-
ports approximately $1.75 billion in other noncurrent
liabilities, as of June 30, 2004, of which 1.) $1.65
billion is comprised of the compensation adjustment
expenses liability for estimated future expenses to
be incurred in the settlement of claims, as discussed
further in NOTE 20A., 2.) $85.7 million represents
premium payment security deposits collected in ad-
vance from private employers to reduce credit risk
for premiums collected in subsequent periods, and
3.) $17.1 million consists of other miscellaneous li-
abilities.

Additionally, the Office of the Auditor of State Enter-
prise Fund reports $7.8 million in other liabilities for
estimated workers’ compensation claims payable.
For the payment of the claims, the General Fund
transfers resources to the Office of the Auditor of
State Enterprise Fund. As claims expenses are in-
curred, transfers from the General Fund are ac-
crued.

Accordingly, the General Fund reported an interfund
payable to the Bureau of Workers’ Compensation
Enterprise Fund in an amount equal to the workers’
compensation claims payable reported in the Office
of Auditor of State Enterprise Fund, as of June 30,
2004 (See NOTE 7A.).
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NOTE 15 CHANGES IN NONCURRENT LIABILITIES

Primary Government

Changes in noncurrent liabilities, for the year ended June 30, 2004, are presented for the primary government in

the following table.

Primary Government
Changes in Noncurrent Liabilities
For the Fiscal Year Ended June 30, 2004

(dollars in thousands)

Governmental Activities:

Bonds and Notes Payable:
General Obligation Bonds (NOTE 10)..........
Revenue Bonds (NOTE 11)....cccccocieeninnennn.
Special Obligations (NOTE 12) ...........c.c....

Total Bonds and Notes Payable.................
Certificates of Participation (NOTE 13) ...........

Other Noncurrent Liabilities (NOTE 14):
Compensated Absences...........ccccceeeeeeeinnnes
Capital Leases Payable...........cccccoeceeennee.
Litigation Liabilities..........ccccccoviiiiinnnines
Liability for Escheat Property .......................

Total Other Noncurrent Liabilities ..............

Governmental Activities-Noncurrent Liabilities

Business-Type Activities:

Bonds and Notes Payable:
Revenue Bonds (NOTE 11).....ccccoiieiiiiiinns

Other Noncurrent Liabilities (NOTE 14):
Compensated Absences............cccceeereeennnes
Capital Leases Payable.............ccccveeeeeenns
Workers’ Compensation:

Unearned Revenue ...........cccccooiiiieenennn.
Benefits Payable............ccococceiiiiiniiiene
Other:
Adjustment Expenses Liability .................
Premium Payment Security Deposits.......
Miscellaneous ..........ccccveeveeiieiiiiiiiieeeeee
Deferred Prize Awards Payabile...................
Tuition Benefits Payable.............cccceeeeeens
Workers’ Compensation Claims-
Auditor of State’s Office.........cccccevvverernnen.

Total Other Noncurrent Liabilities ..............
Business-Type Activities-Noncurrent Liabilities

Total Primary Government ...............cccceeeeee.

Amount Due
Balance Balance Within

July 1, 2003 Additions Reductions June 30, 2004 One Year
$ 4,603,842 $1,307,987 $ (491,118) $ 5,420,711 $ 391,970
450,598 222,359 (64,999) 607,958 62,799
4,093,614 429,696 (618,830) 3,904,480 452,614
9,148,054 1,960,042 (1,174,947) 9,933,149 907,383
7,370 — (890) 6,480 945
383,637 331,908 (333,337) 382,208 49,669
4,888 400 (1,828) 3,460 1,184
10,000 — (10,000) — —
141,328 78,829 (46,222) 173,935 54,989
539,853 411,137 (391,387) 559,603 105,842
9,695,277 2,371,179 (1,567,224) 10,499,232 1,014,170
167,310 8,868 (17,641) 158,537 6,991
34,580 30,609 (30,626) 34,563 1,406
44,151 66 (13,849) 30,368 14,711
402,436 35,076 (43,193) 394,319 16,930
14,307,371 2,548,502 (2,236,000) 14,619,873 1,764,828
1,673,704 — (26,505) 1,647,199 441,865
82,991 5,370 (2,682) 85,679 —
75,576 72,205 (130,639) 17,142 10,761
929,225 29,365 (101,687) 856,903 88,200
1,080,500 110,993 (49,793) 1,141,700 54,800
7,828 — — 7,828 443
18,638,362 2,832,186 (2,634,974) 18,835,574 2,393,944
18,805,672 2,841,054 (2,652,615) 18,994,111 2,400,935
$28,500,949 $5,212,233  $(4,219,839) $29,493,343 $3,415,105
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NOTE 15 CHANGES IN NONCURRENT LIABILITIES (Continued)

The State makes payments on bonds and notes
payable and certificate of participation obligations
that pertain to its governmental activities from the
debt service funds. The General Fund and the ma-
jor special revenue funds will primarily liquidate the
other noncurrent liabilities balance attributable to
governmental activities.

For fiscal year 2004, the State’s primary government
included interest expense on its debt issues in the
following governmental functions rather than report-
ing it separately as interest expense. The related
borrowings are essential to the creation or continu-
ing existence of the programs they finance. The
various state subsidy programs supported by the
borrowings provide direct state assistance to local
governments for their respective capital construction
or research projects. None of the financing pro-
vided under these programs benefits the general
operations of the primary government, and accord-
ingly, such expense is not reported separately on

the Statement of Activities under the expense cate-
gory for interest on long-term debt.

(dollars
in thousands)

Governmental Activities:

Primary, Secondary and Other Education $ 83,228
Higher Education Support ............cccocueeee. 121,238
Environmental Protection
and Natural Resources..............c.vuuuee.... 416
Transportation.........ccccceevveeeii, 4
Community and Economic Development 21,841
Intergovernmental ...............cccccciiiiiiins 85,066
Total Interest Expense
Charged to Governmental Functions.. $311,793

Component Units

Changes in noncurrent liabilities, for the year ended
June 30, 2004 (December 31, 2003 for the Ohio Wa-
ter Development Authority), are presented in the
following table for the State’s discretely presented
major component units.

Major Component Units
Changes in Noncurrent Liabilities
For the Fiscal Year Ended June 30, 2004

(dollars in thousands)

Amount Due
Balance Balance Within
July 1, 2003 Additions Reductions  June 30, 2004  One Year
School Facilities Commission:
Intergovernmental Payable........................ $2,133,542 $ 394,439 $ (537,072) $1,990,909 $638,909
Compensated Absences™............ccccecueenne 411 174 (62) 523 81
Total.oooveeeeeeeee $2,133,953 $ 394613 $ (537,134) $1,991,432 $638,990
Ohio Water Development Authority:
Bonds and Notes Payable......................... $1,614,964 $ 246,373 $ (300,356) $1,560,981 $104,241
Compensated Absences™............cccovueeene 177 8 (43) 142 —
Total..ooooeeeeeeeeee $1,615,141 $ 246,381 $ (300,399) $1,561,123 $104,241
Ohio State University:
Unearned Revenue ..........cccccoovveevveeneeenn. $ 97,674 $1,546,534  $(1,550,254) $ 93,954 $ 87,954
Compensated Absences®...........cccccuueeen... 64,541 11,982 (6,005) 70,518 6,005
Capital Leases Payable* ............ccccccceee.. 17,723 2,590 (5,303) 15,010 5,070
Other Liabilities™ ...........ccocevvieeeiiiiiiiineen... 108,736 12,744 (5,511) 115,969 4,804
Bonds and Notes Payable......................... 560,631 384,525 (152,460) 792,696 405,480
Certificates of Participation........................ 7,880 — (980) 6,900 720
Total.oooeeeeeeeeeeeee $ 857,185 $1,958,375  $(1,720,513)  $1,095,047 $510,033
University of Cincinnati:
Compensated Absences®............c.ccen.... $ 58,465 $ 4177 % (171) $ 62,471 $ 33,790
Capital Leases Payable* ............c.cc.occeee.. 135,262 — (4,111) 131,151 4,306
Other Liabilities™ ........cccvvvvvevvreeevererererernnnns 32,347 91,653 (90,950) 33,050 396
Bonds and Notes Payable......................... 509,776 304,960 (53,666) 761,070 60,387
Certificates of Participation........................ 930 — (90) 840 90
Total.ooveeeeeeeee $ 736,780 $ 400,790 $ (148,988) $ 988,582 $ 98,969

*Liability is reported under the “Refund and Other Liabilities” account.
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NOTE 16 NO COMMITMENT DEBT

The State of Ohio, by action of the General Assem-
bly, created various financing authorities for the ex-
pressed purpose of making available to non-profit
and, in some cases, for profit private entities lower
cost sources of capital financing for facilities and
projects found to be for a public purpose. Fees are
assessed to recover related processing and applica-
tion costs incurred.

The authorities’ debt instruments represent limited
obligations payable solely from payments made by
the borrowing entities. Most of the bonds are se-
cured by the property financed. Upon repayment of
the bonds, ownership of acquired property transfers
to the entity served by the bond issuance. This debt
is not deemed to constitute debt of the State or a
pledge of the faith and credit of the State. Accord-
ingly, these bonds are not reflected in the accompa-
nying financial statements.

As of June 30, 2004 (December 31, 2003 for com-
ponent units), revenue bonds and notes outstanding
that represent “no commitment” debt for the State
are as follows (dollars in thousands):

Outstanding

NOTE 17 FUND DEFICITS, “OTHER” RESERVES, AND DESIGNATIONS

A. Fund Deficits

The following individual funds reported deficits that
are reflected in the State’s basic financial state-
ments, as of June 30, 2004 (dollars in thousands):

Primary Government:
Major Governmental Funds:
Job, Family and Other Human Services.. $ (76,455)

Nonmajor Governmental Funds:
Mental Health and Retardation

Special Revenue Fund ...............cccec... (67,004)
Total Governmental Funds................. $ (143,459)

B. “Other” Fund Balance Reserves and Designations

Amount
Primary Government:
Ohio Department of Development:
Ohio Housing Finance Agency......... $1,708,174
Ohio Enterprise Bond Program ........ 168,890
Hospital Facilities Bonds .................. 24,905
Total Primary Government....... $1,901,969
Component Units:
Ohio Water Development Authority......... $2,114,745
Ohio Air Quality
Development Authority ...........cc........... 1,616,281
Total Component Units ............ $3,731,026
Primary Government (Continued):
Proprietary Funds:
Tuition Trust Authority Enterprise Fund... $ (289,354)

Component Units:

School Facilities Commission Fund ......... $(1,625,009)

Details on the “Reserved for Other” account reported for the governmental funds, as of June 30, 2004, are pre-

sented below.

Primary Government
Governmental Funds — Reserved for Other
As of June 30, 2004

(dollars in thousands)

Job, Family Nonmajor Total
and Other Govern- Govern-
General Human Highway mental mental
Fund Services Education Operating Funds Funds
Prepaids (included in “Other Assets”)........ $16,919 $1,994 $203 $3,175 $ 5,847 $28,138
Advances to Local Governments............... 3,651 — — — — 3,651
Ohio Enterprise Bond Program ................. — — — — 10,000 10,000
Loan Guarantee Programs............c........... 126 — — — 2,514 2,640
Long-Term Leases Receivable.................. — — — — 1,525 1,525
Special Purpose Restrictions:
Environmental Protection
and Natural Resources..................... — — — — 6,499 6,499
Assets in Excess of
Debt Service Requirements................... — — — — 3 3
Total Reserved for Other................ $20,696 $1,994 $203 $3,175 $26,388 $52,456
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The unreserved fund balance for governmental funds, as of June 30, 2004, has been designated as follows, (dol-

lars in thousands):

Major Governmental Funds:

General Fund:

Budget Stabilization ............
Compensated Absences

Total General Fund..........
Nonmajor Governmental Funds:
Compensated Absences

Total Governmental Funds

$ 74,598

....................... 23,150
.................. 97,748

....................... 6,584

$104,332

NOTE 18 JOINT VENTURES AND RELATED ORGANIZATIONS

A. Joint Ventures

Great Lakes Protection Fund (GLPF)

The Great Lakes Protection Fund is an lllinois non-
profit organization that was formed to further federal
and state commitments to the restoration and main-
tenance of the Great Lakes Basin’s ecosystem. The
governors of seven of the eight states that border on
the Great Lakes comprise the GLPF’'s membership.
Under the GLPF’s articles of incorporation, each
state is required to make a financial contribution.
Income earned on the contributions provides grants
to projects that advance the goals of the Great
Lakes Toxic Substances Control Agreement and the
binational Great Lakes Water Quality Agreement.

Each governor nominates two individuals to the
GLPF’s board of directors who serve staggered two-
year terms. All budgetary and financial decisions
rest with the board except when restricted by the
GLPF’s articles of incorporation.

Annually, one-third of the GLPF’s net earnings is
allocated and paid to member states in proportion to
their respective cash contributions to the GLPF. The
allocation is based on the amount and period of time
the states’ contributions were invested. GLPF earn-
ings distributions are to be used by the states to fi-
nance projects that are compatible with the GLPF’s
objectives. Ohio has applied its distribution (ap-
proximately $285 thousand for the year ended De-
cember 31, 2003) to the operations of its own pro-
tection program, known as the Lake Erie Protection
Program, which is modeled after the GLPF.

Required contributions and contributions received
from the states, which border the Great Lakes, as of
December 31, 2003 (the GLPF’s year-end), are as
follows (dollars in thousands):
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Contribution Contribution Contribution
Required Received Percentage

Michigan.......... $25,000 $25,000 30.9%
Indiana*........... 16,000 — —
lllinois .............. 15,000 15,000 18.4
Ohio...ccvvvveeeenn, 14,000 14,000 17.3
New York......... 12,000 12,000 14.8
Wisconsin........ 12,000 12,000 14.8
Minnesota........ 1,500 1,500 1.9
Pennsylvania... 1,500 1,500 1.9
Total........ $97,000 $81,000 100.0%

*The State of Indiana has not yet elected to join the Great
Lakes Protection Fund.

Summary financial information for the GLPF, for the
fiscal year ended December 31, 2003, is as follows
(dollars in thousands):

Cash and Investments ..........cooveeeeeeeeeennn.. $112,577
Other ASSEtS ......evvvveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 361

Total ASSEtS..ccoveeeeeeeeeieeeeee. $112,938
Total Liabilities ........ccooevveiiiiiiiiieeeeee e, $ 2,059

Total Net Assets........coveeeeeiiiiiiiiieeeeeeeee, 110,879
Total Liabilities and Net Assets..... $112,938

Total Revenues and Other Additions .......... $ 22,477
Total Expenditures ..........ccoocveeeiiieeeeiieeenne (6,593)

Net Increase in Net Assets ........... $ 15,884

In the event of the Fund’s dissolution, the State of
Ohio would receive a residual portion of the Fund’s
assets equal to the lesser of the amount of such as-
sets multiplied by the ratio of its required contribution
to the required contributions of all member states, or
the amount of its required contribution.

Local Community and Technical Colleges

The State’s primary government has an ongoing
financial responsibility for the funding of six local
community colleges and eight technical colleges.
With respect to the local community colleges, State
of Ohio officials appoint three members of each col-
lege’s respective nine-member board of trustees;
county officials appoint the remaining six members.
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The governing boards of the technical colleges con-
sist of either seven or nine trustees, of which state
officials appoint two and three members, respec-
tively; the remaining members are appointed by the
local school boards located in the respective techni-
cal college district.

The Ohio General Assembly appropriates moneys to
these institutions from the General Fund to subsidize
operations so that higher education can become
more financially accessible to Ohio residents. The
primary government also provides financing for the
construction of these institutions’ capital facilities by
meeting the debt service requirements for the Higher
Education Capital Facilities general obligation bonds
issued by the Ohio Public Facilities Commission
(OPFC) and Higher Education Facilities special obli-
gation bonds, previously issued by the OPFC, for
these purposes. The bonds provide funding for
capital appropriations in the Special Revenue Fund,
which are available to the local community and
technical colleges for spending on capital construc-
tion.

Fiscal year 2004 expenses that were included in the
“Higher Education Support” function under govern-
mental activities in the Statement of Activities for
state assistance to the local community and techni-
cal colleges are presented below (dollars in thou-
sands).

Operating  Capital

Subsidies Subsidies Total

Local Community Colleges:
Cuyahoga Community College $ 46,191 $ 2,270 $ 48,461

Jefferson Community College 4,041 731 4,772
Lakeland Community College 15,162 451 15,613
Lorain County

Community College............... 22,330 1,275 23,605
Rio Grande

Community College............... 4,305 17 4,322
Sinclair Community College ... 43,820 1,498 45,318
Total Local

Community Colleges............. 135,849 6,242 142,091
Technical Colleges:
Belmont Technical College..... 4,957 246 5,203
Central Ohio

Technical College.................. 4,880 12 4,892
Hocking Technical College..... 16,535 255 16,790
James A. Rhodes

State College (formerly Lima

Technical College)................ 7,329 3,640 10,969
Marion Technical College........ 4,044 257 4,301
Zane State College

(formerly Muskingum Area

Technical College)................ 5,157 361 5,518
North Central State College.... 7,368 997 8,365
Stark State College

of Technology .........ccccceenneee. 11,547 3,742 15,289
Total Technical Colleges....... 61,817 9,510 71,327
Total oo $197,666  $15,752 $213,418

Information for obtaining complete financial state-
ments for each of the primary government’s joint
ventures is available from the Ohio Office of Budget
and Management.

B. Related Organizations

Officials of the State’s primary government appoint a
voting majority of the governing boards of the Ohio
Turnpike Commission, the Petroleum Underground
Storage Tank Release Compensation Board, the
Higher Education Facility Commission, and the Ohio
Legal Assistance Foundation. However, the primary
government’s accountability for these organizations
does not extend beyond making the appointments.

During fiscal year 2004, the State had the following
related-party transactions with its related organiza-
tions:

e The primary government distributed $2.8
million in motor vehicle fuel excise tax col-
lections from the Revenue Distribution Fund
to the Ohio Turnpike Commission.

e Separate funds, established for the Petro-
leum Underground Storage Tank Release
Compensation Board and the Higher Educa-
tion Facility Commission, were accounted
for on the primary government’s Central Ac-
counting System. The primary purpose of
the funds is to streamline payroll and other
administrative disbursement processing for
these organizations. The financial activities
of the funds, which do not receive any fund-
ing support from the primary government,
have been included in the agency funds.

e From the Job, Family and Other Human
Services Fund, the Public Defender’s Office
paid approximately $647 thousand in com-
pensation to the Ohio Legal Assistance
Foundation for administrative services per-
formed under contract for the distribution of
state funding to nonprofit legal aid societies.
Also, during fiscal year 2004, the Ohio Legal
Assistance Foundation received approxi-
mately $1.6 million in state assistance paid
from the Job, Family and Other Human Ser-
vices Fund.
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A. Litigation

The State, its units, and employees are parties to
numerous legal proceedings, which normally occur
in governmental operations.

Litigation pending in the Ohio Court of Claims con-
tests the Ohio Department of Human Services
(ODHS, now Ohio Department of Job and Family
Services (ODJFS)) former Medicaid financial eligibil-
ity rules for married couples when one spouse is
living in a nursing facility and the other resides in the
community. ODHS promulgated new eligibility rules
effective January 1, 1996. ODHS appealed an order
of the federal court directing it to provide notice to
persons potentially affected by the former rules from
1990 through 1995, and the Court of Appeals ruled
in favor of ODHS. The U.S. Supreme Court did not
grant plaintiff's petition for certiorari. As to the Court
of Claims case, it is not possible to state the period
(beyond the current fiscal year) during which neces-
sary additional Medicaid expenditures would have to
be made. Plaintiffs have estimated total additional
Medicaid expenditures at $600 million for the retro-
active period and, based on current law, it is esti-
mated that the State's share of those additional ex-
penditures would be approximately $240 million.
The Court of Appeals has certified the class action
and notice has been sent to the members of the
class. Trial for liability only was completed in the
Court of Claims in January 2003, and all post-trial
briefs have been filed with that Court. In March
2004, the trial court issued a decision finding no li-
ability with respect to ODJFS. The plaintiff class has
filed an appeal from that decision to the Franklin
County Court of Appeals. That appeal is currently
pending. No liability has been reported in the finan-
cial statements for this matter.

Litigation is also currently pending in the Cuyahoga
County Court of Appeals relating to the transfer to
the GRF and use in fiscal year 2002 for general
State purposes of $60 million in earned federal re-
imbursement on Title XX (Social Services Block
Grant) expenditures. Plaintiff Cuyahoga County filed
an action contesting this transfer and use of those
monies for general State purposes, and the trial
court ordered the State to return the monies to its
Department of Job and Family Services. The State
has appealed the ftrial court's decision and order.
No liability has been reported in the financial state-
ments for this matter.
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All other legal proceedings are not, in the opinion of
management after consultation with the Attorney
General, likely to have a material adverse effect on
the State’s financial position.

B. Federal Awards

The State of Ohio receives significant awards from
the federal government in the form of grants and
entittements, including certain non-cash programs
(which are not included in the basic financial state-
ments). Receipt of grants is generally conditioned
upon compliance with terms and conditions of the
grant agreements and applicable federal regulations,
including the expenditure of resources for eligible
purposes. Substantially all grants are subject to ei-
ther the Federal Single Audit or to financial compli-
ance audits by the grantor agencies of the federal
government or their designees. Disallowances and
sanctions as a result of these audits may become
liabilities to the State.

As a result of the fiscal year 2003 State of Ohio Sin-
gle Audit (completed in 2004), $20.6 million of fed-
eral expenditures are in question as not being ap-
propriate under the terms of the respective grants.
The amount of expenditures, which may be ulti-
mately disallowed by the grantor, cannot be deter-
mined at this time, and consequently, no provision
for any liability or adjustments for this matter has
been recognized in the State’s financial statements
for the fiscal year ended June 30, 2004.

C. Tax Refund Claims

As of June 30, 2004, tax refund claims estimated in
the amount of $21.7 million were pending an official
determination of the Tax Commissioner at the Ohio
Department of Taxation. The claims arose from re-
fund claims taxpayers filed for tax periods occurring
in fiscal year 2004 and in prior years. No liability has
been reported in the financial statements for this
matter.

D. Construction Commitments

As of June 30, 2004, the Ohio Department of Trans-
portation had total contractual commitments of ap-
proximately $1.73 billion for highway construction
projects. Funding for future projects is expected to
be provided from federal, primary government, gen-
eral obligation and revenue bonds, and local gov-
ernment sources in amounts of $937 million, $325.9
million, $382 million, and $83.7 million, respectively.
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As of June 30, 2004, other major non-highway con-
struction commitments for the primary government’s
budgeted capital projects funds are as follows (dol-
lars in thousands):

Primary Government

Mental Health/Mental Retardation

Facilities Improvements...............ccccooeee $ 48,834
Parks and Recreation Improvements.......... 17,249
Administrative Services

Building Improvements ............................ 89,168
Youth Services Building Improvements....... 4,039
Transportation Building Improvements........ 63
Adult Correctional Building Improvements .. 42,179
Highway Safety Building Improvements...... 2,643
Ohio Parks and Natural Resources............. 22,064

Total.cooveeeeeeeeeeeeeeeeeeeeeeeeeeeee e $226,239

As of June 30, 2004, construction commitments for
the State’s discretely presented major component
units are as follows (dollars in thousands):

Major Component Units

Ohio State University.........ccocceveeriiienennne $328,534
University of Cincinnati................cccoieee.. 382,042

E. Tobacco Settlement

In November 1998, the Attorneys General of 46
states, five U.S. territories, and the District of Co-
lumbia signed the Master Settlement Agreement
(MSA) with the nation’s largest tobacco manufactur-
ers. This signaled the end of litigation brought by
the Attorneys General against the manufacturers in
1996 for state health care expenses attributed to
smoking—related claims. The remaining four states
(Florida, Minnesota, Mississippi, and Texas) settled
separately.

According to the MSA, participating tobacco manu-
facturers are required to adhere to a variety of new
marketing and lobbying restrictions and provide
payments to the states in perpetuity.

While Ohio’s share of the total base payments to the
states through 2025 will not change over time, the
amount of the annual payment is subject to a num-
ber of adjustments, including an inflation adjustment
and a volume adjustment. Some of these adjust-
ments (for example, inflation) should contribute to an
increase in the payments and others (for example,
domestic cigarette sales volume) may decrease the
payments. But the net effect of these adjustment
factors on future payments is very uncertain, which
makes it difficult to speculate on how different Ohio’s

real payments will be from the pre-adjusted base
payment amounts.

In addition to the base payments, Ohio will receive
payments from the Strategic Contribution Fund. The
Strategic Contribution Fund was established to re-
ward states that played leadership roles in the to-
bacco litigation and settlement negotiations. Alloca-
tions from the fund are based on a state’s contribu-
tion to the litigation and settlement with the tobacco
companies. These payments are also subject to the
adjustment factors outlined in the MSA.

A schedule of pre-adjusted base payments and
payments from the Strategic Contribution Fund for
the State of Ohio in future years follows (dollars in
thousands):

Pre-adjusted

Payments

Pre-adjusted From the

MSA Strategic

Year Ending Base Contribution
June 30, Payments Fund Total

2005............ $ 352,827 $ — $ 352,827
20086............ 352,827 — 352,827
2007............ 352,827 — 352,827
2008............ 359,829 23,950 383,779
2009............ 359,829 23,950 383,779
2010-2014 .. 1,799,147 119,750 1,918,897
2015-2019 .. 1,885,893 71,850 1,957,743
2020-2024 .. 2,016,011 — 2,016,011
2025............ 403,202 — 403,202
Total............ $7,882,392 $239,500  $8,121,892

During fiscal year 2004, Ohio received $320.5 mil-
lion, which was approximately $32.3 million or 9.2
percent less than the pre-adjusted base payment for
the year. For the last five fiscal years, with fiscal
year 2000 being the first year when base payments
were made to the states under the settlement, the
State has received a total of about $1.79 billion,
which is approximately $200 million or 10.1 percent
less than the total of the pre-adjusted base pay-
ments established for the last three fiscal years.

The moneys provide funding for the construction of
elementary and secondary school capital facilities,
new programs for smoking cessation and other
health-related purposes, biomedical research and
technology, and assistance to the tobacco-growing
areas in Ohio. During fiscal year 2004, the State
transferred $234.7 million in tobacco settlement
revenues from the Special Revenue Fund to the
General Fund to help make up for a shortfall in esti-
mated tax revenues for fiscal year 2004.
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A. Workers’ Compensation Benefits

The Ohio Workers’ Compensation System, which
the Bureau of Workers’ Compensation and the In-
dustrial Commission administer, is the exclusive
provider of workers’ compensation insurance to pri-
vate and public employers in Ohio who are not self-
insured. The Workers’ Compensation Enterprise
Fund provides benefits to employees for losses sus-
tained from job-related injury, disease, or death.

The “Benefits Payable” account balance reported in
the Workers’ Compensation Enterprise Fund, as of
June 30, 2004, in the amount of approximately
$14.62 billion includes reserves for indemnity and
medical claims resulting from work-related injuries
or illnesses, including actuarial estimates for both
reported claims and claims incurred but not re-
ported. The liability is based on the estimated ulti-
mate cost of settling claims, including the effects of
inflation and other societal and economic factors
and projections as to future events, including claims
frequency, severity, persistency, and inflationary
trends for medical claims reserves. The compen-
sation adjustment expenses liability, which is in-
cluded in “Other Liabilities” in the amount of ap-
proximately $1.65 billion, is an estimate of future
expenses to be incurred in the settlement of claims.
The estimate for this liability is based on projected
claim-related expenses, estimated costs of the
managed care Health Partnership Program, and
the reserve for compensation.

Management of the Ohio Bureau of Workers’ Com-
pensation and the Industrial Commission of Ohio
believes that the recorded reserves for compensa-
tion and compensation adjustment expenses make
for a reasonable and appropriate provision for ex-
pected future losses. While management uses
available information to estimate the reserves for
compensation and compensation adjustment ex-

penses, future changes to the reserves for compen-
sation and compensation adjustment expenses may
be necessary based on claims experience and
changing claims frequency and severity conditions.
The methods of making such estimates and for es-
tablishing the resulting liabilities are reviewed quar-
terly and updated based on current circumstances.
Any adjustments resulting from changes in estimates
are recognized in the current period.

Benefits payable and the compensation adjustment
expenses liability have been discounted at 5.5 per-
cent to reflect the present value of future benefit
payments. The selected discount rate approximates
an average yield on United States government secu-
rities with durations similar to the expected claims
underlying the Fund’s reserves. The undiscounted
reserves for the benefits and compensation adjust-
ment expenses totaled $33.1 billion, as of June 30,
2004, and $32.3 billion, as of June 30, 2003. For
additional information, refer to the Fund’s separate
audited financial report, for the fiscal year ended
June 30, 2004.

Changes in the balance of benefits payable and the
compensation adjustment expenses liability for the
Workers’ Compensation Program during the past
two fiscal years are presented in the table below.

B. State Employee Healthcare Plans

Employees of the primary government have the op-
tion of participating in the Ohio Med Health Plan or
the United Healthcare Plan, which are fully self-
insured health benefit plans. Ohio Med, a preferred
provider organization, was established July 1, 1989,
while United Healthcare, a health maintenance or-
ganization, became a self-insured healthcare plan of
the State on July 1, 2002. Medical Mutual of Ohio
administers the Ohio Med plan under a claims ad-
ministration contract with the primary government.

Primary Government
Changes in Workers’ Compensation Benefits Payable
and Compensation Adjustment Expenses Liability

Last Two Fiscal Years
(dollars in millions)

Benefits Payable and Compensation

Adjustment Expenses Liability, as of July 1..........

Incurred Compensation

and Compensation Adjustment Benefits...............

Incurred Compensation

and Compensation Adjustment Benefit Payments
Change in Liability Due to Decrease in Discount Rate

Benefits Payable and Compensation
Adjustment Expenses Liability, as of June 30
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Fiscal Year Fiscal Year
2004 2003
............. $15,981 $14,888
............. 2,549 2,916
............ (2,263) (2,267)
......... — 444
............. $16,267 $15,981
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The United Healthcare Plan has a similar contract
with the primary government to serve as claims ad-
ministrator.  Benefits offered under the United
Healthcare Plan under the State’s administration are
essentially the same as the benefits offered before
the plan became a self-insured arrangement for the
State.

When it is probable that a loss has occurred and the
amount of the loss can be reasonably estimated, the
primary government reports liabilities for the gov-
ernmental and proprietary funds. Liabilities include
an amount for claims that have been incurred but
not reported. The plans’ actuaries calculate esti-
mated claims liabilities based on prior claims data,
employee enrollment figures, medical trends, and
experience.

Governmental and proprietary funds pay a share of
the costs for claims settlement based on the number
of employees opting for plan participation and the
type of coverage selected by participants. The
payments are reported in the Payroll Withholding
and Fringe Benefits Agency Fund until such time
that the primary government pays the accumulated
resources to Medical Mutual of Ohio or United
Healthcare for claims settlement.

For governmental funds, the primary government
recognizes claims as expenditures to the extent that
the amounts are payable with expendable available
financial resources. For governmental and busi-
ness-type activities, claims are recognized in the
Statement of Activities as expenses when incurred.

As of June 30, 2004, approximately $82 million in
total assets was available in the Agency Fund and
on deposit with Medical Mutual to cover claims.
Changes in the balance of Ohio Med health claims
liabilities during the past two fiscal years are as fol-
lows (dollars in thousands):

Ohio Med Plan

As of June 30, 2004, the resources on deposit in the
Payroll Withholding and Fringe Benefits Agency
Fund and on deposit with Medical Mutual of Ohio for
the payment of claims under the Ohio Med Plan ex-
ceeded the estimated claims liability by approxi-
mately $41.1 million, thereby resulting in a funding
surplus. The surplus was reallocated back to the
governmental and proprietary funds, with a resulting
reduction in expenditures/expenses.

As of June 30, 2004, approximately $2.3 million in
total assets was available in the Agency Fund and
on deposit with United Healthcare to cover claims
incurred by June 30. Changes in the balance of
United Healthcare claims liabilities during the past
fiscal year are as follows (dollars in thousands):

United Healthcare Plan

Fiscal Year Fiscal Year

2004 2003
Claims Liabilities,
asofJuly 1........... $ 39,449 $ 22,744
Incurred Claims......... 275,399 265,890
Claims Payments ..... (273,931) (249,185)
Claims Liabilities,
as of June 30......... $ 40,917 $ 39,449

Fiscal Year Fiscal Year

2004 2003
Claims Liabilities,
asof July 1............ $ 13,637 $ —
Incurred Claims........ 46,921 76,077
Claims Payments ..... (53,014) (62,440)
Claims Liabilities,
as of June 30......... $ 7,544 $13,637

As of June 30, 2004, the estimated claims liability of
the United Healthcare Plan exceeded the resources
on deposit in the Payroll Withholding and Fringe
Benefits Agency Fund for the payment of claims by
approximately $5.2 million, thereby, resulting in a
funding deficit. The net claims liability, which was
payable from expendable financial resources in the
governmental funds, as of June 30, 2004, was re-
ported as a fund liability in the governmental and
proprietary funds.

C. Other Risk Financing Programs

The primary government has established programs
to advance fund potential losses for vehicular liability
and theft in office. The potential amount of loss aris-
ing from these risks, however, is not considered ma-
terial in relation to the State’s financial position.
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STATE OF OHIO

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2004

NOTE 21 SUBSEQUENT EVENTS

A. Bond Issuances and Authorizations

Subsequent to June 30, 2004 (December 31, 2003 for the Ohio Water Development Authority), the State issued

major debt as detailed in the table below.

Debt Issuances

Subsequent to June 30, 2004

(dollars in thousands)

Primary Government:
Ohio Public Facilities Commission-General Obligation Bonds:
Higher Education Facilities, Series 2004B
Common Schools Capital Facilities, Series 2004B
Common Schools Capital Facilities Refunding, Series 2004C
Natural Resources Refunding-Series J
Treasurer of State-General Obligation Bonds:
Infrastructure Improvements Refunding, Series 2004C
Infrastructure Improvements, Series 2004D
Total General Obligation Bonds.............ceeeiiiiiiiiiiiiiie e
Treasurer of State-Revenue Bonds:
Ohio 166 Loan Program (Taxable), Series 2004A
Higher Education Capital Facilities Refunding, Series [1-2004A
Mental Health Capital Facilities Refunding, Series 11-2004A

Parks and Recreation Capital Facilities Refunding,
Series 11-2004B

Total Revenue Bonds ..........cccooviiiiiiiiiiiec e,
Ohio Building Authority Special Obligation Bonds:

State Facilities Refunding (Arts and Sports Facilities),
Series 2004A

State Facilities Refunding (Administrative Building),
Series 2004B

State Facilities Refunding (Adult Correctional Building,
Series 2004C

Total Special Obligation Bonds...........cceeeeiiiiiiiiiiiiee
Total Primary Government ............ccccvvrireeniee e

Major Component Units:

Ohio Water Development Authority Revenue Bonds and Notes:
Water Pollution Control Loan-Water Quality, Series 2004
Drinking Water Assistance, Series 2004
Fresh Water, Series 2004
Road Loan Advance, Series 2004A
Water Quality Refunding, Series 2004

Total Ohio Water Development Authority............ccccceveeeiiiinnen,

*True Interest Cost

Interest
Coupon
Date Rates Amount

Sept. 9, 2004 4.2%* $ 150,000
Sept. 14, 2004 4.2%* 200,000
Sept. 14, 2004 3.5%* 18,880
Sept. 14, 2004 3.3%* 47,425
Aug. 26, 2004 3.4%* 39,530
Nov. 9, 2004 4.6%* 120,000
575,835
Aug. 25, 2004 5.5%* 50,000
Aug. 26, 2004 3.4%* 173,975
Aug. 26, 2004 3.4%* 30,035
Aug. 26, 2004 3.6%* 11,740
265,750
Sept. 30, 2004 3.4%* 20,000
Sept. 30, 2004 3.6%* 130,750
Sept. 30, 2004 3.7%* 225,350
376,100
$1,217,685
Jan. 29, 2004 2.0%-5.00% $509,700
Feb. 26, 2004 2.0%-5.00% 99,490
May 27, 2004 2.0%-5.25% 149,000
Sept. 23, 2004 Variable Rate 16,000
Nov. 17, 2004 2.5%-5.0% 65,005
$839,195

B. Tuition Trust Authority

The Authority’s Board passed a resolution, on August 26, 2004, to continue the temporary suspension of contribu-

tions to Guaranteed Savings fund plan accounts from January 1, 2005 through December 31, 2005.
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STATE OF OHIO

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)

JUNE 30, 2004

Infrastructure Assets Accounted for Using the Modified Approach

Pavement Network

The Ohio Department of Transportation conducts
annual condition assessments of its Pavement
Network. The State manages its pavement system
by means of annual, visual inspections by trained
pavement technicians. Technicians rate the
pavement using a scale of 1 (minimum) to 100
(maximum) based on a Pavement Condition Rating
(PCR). This rating examines items such as
cracking, potholes, deterioration of the pavement,
and other factors. It does not include a detailed
analysis of the pavement’s subsurface conditions.

Ohio accounts for its pavement network in two
subsystems:  Priority, which comprises interstate

highways, freeways, and multi-lane portions of the
National Highway System, and General, which
comprises two-lane routes outside of cities.

For the Priority Subsystem, it is the State’s intention
to maintain at least 75 percent of the pavement at a
PCR level of at least 65, and to allow no more than
25 percent of the pavement to fall below a 65 PCR
level. For the General Subsystem, it is the State’s
intention to maintain at least 75 percent of the
pavement at a PCR level of at least 55, and to allow
no more than 25 percent of the pavement to fall
below a 55 PCR level.

Condition Assessment Data for the Pavement Network

Priority Subsystem: Calendar Year 2003 Calendar Year 2002 Calendar Year 2001
Lane- Lane- Lane-
PCR Miles % Miles % Miles %
Excellent.......... 85-100 7,679 62.81% 7,483 61.29% 6,753 55.74%
Good ............... 75-84 2,451 20.05 2,498 20.46 2,688 2219
Fair....ccocoveens 65-74 1,618 13.24 1,849 15.14 2,162 17.85
Poor.......cccc...... Less than 65 477 3.90 380 3.11 511 4.22
12,225 100.00% 12,210 100.00% 12,114 100.00%
General Subsystem: Calendar Year 2003 Calendar Year 2002 Calendar Year 2001
Lane- Lane- Lane-
PCR Miles % Miles % Miles %
Excellent.......... 85-100 12,634 41.77% 11,997 39.57% 10,635 34.89%
Good ............... 75-84 6,378 21.09 6,496 21.43 6,547 21.47
Fair.....cccoveenee 55-74 10,910 36.07 11,278 37.20 12,393 40.65
Poor......ccocveeuee Less than 55 324 1.07 546 1.80 912 2.99
30,246 100.00% 30,317 100.00% 30,487 100.00%

Comparison of Estimated-to-Actual Maintenance and Preservation Costs
(dollars in thousands)

Fiscal Year 2004

Fiscal Year 2003 Fiscal Year 2002

Priority Subsystem:

Estimated ........ccoovvvveeenenn. $195,333

Actual .....ccooooiiiiiiee 273,318
General Subsystem:

Estimated.........cocovvveeennn. $133,236

Actual ......ccooeeeeiiiiinn, 227,437
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STATE OF OHIO

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)

JUNE 30, 2004

Infrastructure Assets Accounted for Using the Modified Approach (Continued)

Bridge Network

The Ohio Department of Transportation conducts
annual inspections of all bridges in the State’s
Bridge Network.  The inspections cover major
structural items such as piers and abutments, and
assign a general appraisal condition rating from 0
(minimum) to nine (maximum) based on a composite

It is the State’s intention to maintain at least 85
percent of the square feet of deck area at a general
appraisal condition rating level of at least five, and to
allow no more than 15 percent of the number of
square feet of deck area to fall below a general
appraisal condition rating level of five.

measure of these major structural items.

Condition Assessment Data for the Bridge Network

Calendar Year 2003 Calendar Year 2002 Calendar Year 2001
General Square Square Square
Appraisal Feet of Feet of Feet of
Rating Deck Area % Deck Area % Deck Area %
Excellent........... 7-9 47,045,574 57.19% 45,143,958 56.01% 43,395,068 53.56%
Good ..............., 5-6 32,972,057 40.08 33,066,880 41.02 34,898,954 43.08
Fair....cooeevevnn, 34 2,224,378 2.71 2,387,969 2.96 2,687,455 3.32
Poor......cccccue.., 0-2 17,970 .02 8,788 .01 30,112 .04

82,259,979 100.00% 80,607,595 100.00% 81,011,589 100.00%

Comparison of Estimated-to-Actual Maintenance and Preservation Costs
(dollars in thousands)

Fiscal Year 2004 Fiscal Year 2003

Estimated .........cccceeeennnne $147,779 $180,358
Actual ..o, 208,381 229,077

Fiscal Year 2002

$192,105
210,084
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NONMAJOR GOVERNMENTAL FUNDS

Special Revenue Funds
The Special Revenue Funds account for specific revenues that are legally restricted to expenditure for
particular purposes.

Debt Service Funds
The Debt Service Funds account for the resources accumulated and payments made for principal and
interest on long-term debt of the governmental funds.

Capital Projects Funds
The Capital Projects Funds account for the acquisition and construction of major capital facilities other
than those financed by proprietary funds and trust funds.
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STATE OF OHIO

COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS

JUNE 30, 2004
(dollars in thousands)

ASSETS:

Cash Equity with Treasurer ................
Cash and Cash Equivalents. . ..............
Investments . ............ .. ... ...
Collateral on Lent Securities. . ..............
TaxesReceivable........................
Intergovernmental Receivable ..............
Loans Receivable, Net . .. .................

Interfund Receivable. . ............ ... ... ... . ...,
OtherReceivables . ...,

Inventories .

Other Assets

TOTAL ASSETS. ... ..

LIABILITIES

LIABILITIES AND FUND BALANCES:

Accounts Payable. ........ .. ... .. .. ..
Accrued Liabilities. . . ........ ...

Obligations Under Securities Lending .. ......
Intergovernmental Payable. ... .............
Interfund Payable . . ......................
Payable to Component Units .. .............
Deferred Revenue . ......................
Unearned Revenue. . .....................
Refund and Other Liabilities. ... ............

TOTAL LIABILITIES ...................

FUND BALANCES:
Reserved for:

DebtService . ........... .
Encumbrances .......... .. ... .. i,
Noncurrent Portion of Loans Receivable. .. ... ..
Loan Commitments . .....................
INVENEONES . . v vt e e e e e e
Federal Programs . ......................

Other:

Prepaids. . ......... ... . . i
Ohio Enterprise Bond Program ... .........
Loan Guarantee Programs . .. ............
Long-Term Leases Receivable . ...........
Environmental Protection and Natural Resources

Assets in Excess of Debt Service Requirements

Unreserved/Designated for Compensated Absences. . . . .

Unreserved/Undesignated (Deficits). . ........
TOTAL FUND BALANCES ..............
TOTAL LIABILITIES AND FUND BALANCES... $

132

SPECIAL DEBT CAPITAL
REVENUE SERVICE PROJECTS
FUNDS FUNDS FUNDS
1,824,130  $ 48,900 % 427,243
63,592 1,251 —
441,975 39,246 —
754,647 22,722 172,363
4,795 — —
268,771 — —
800,182 751 —
3,257 — —
178,273 5 —
201 — —
11,374 34 —
4,351,197  $ 112909  $ 599,606
220655  $ 216  $ 35,142
34,571 5 —
754,647 22,722 172,363
203,080 — —
376,805 — —
33,928 — —
253,710 — —
143,052 — —
1,810 5,814 —
2,022,258 28,757 207,505
— 83,398 —
868,609 — 570,164
689,823 751 —
103,629 — —
201 — —
12,205 — —
5,847 — —
10,000 — —
2,514 — —
1,525 — —
6,499 — —
—_— 3 —_—
6,584 — —
621,503 — (178,063)
2,328,939 84,152 392,101
4,351,197  $ 112909  $ 599,606




$

TOTAL

2,300,273
64,843
481,221
949,732
4,795
268,771
800,933
3,257
178,278
201
11,408

5,063,712

256,013
34,576
949,732
203,080
376,805
33,928
253,710
143,052
7,624

2,258,520

83,398
1,438,773
690,574
103,629
201
12,205

5,847
10,000
2,514
1,525
6,499

3

6,584
443,440

2,805,192
5,063,712
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STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

REVENUES:
INCOmMeE TaXesS. . . ..o e e e
SalES TaAXES . ottt
Corporate and Public Utility Taxes . . . . ......... ...,
Motor Vehicle Fuel Taxes. . ...t
Cigarette TaXeS . ... oot
Other Taxes . ... e
Licenses, Permitsand Fees . . .......... ... .. . ...
Sales, Servicesand Charges. .. ........... ... ..o ...
Federal Government. . ...t e
Tobacco Settlement . ........... ..

EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education ....................
Higher Education Support. . . ...
Public Assistance and Medicaid . . . .........................
Health and Human Services. . .. ........ .. ..
Justice and Public Protection . .. ............ ... ... . . . . ...
Environmental Protection and Natural Resources . .............
Transportation. . . ... ...t
General Government . ...
Community and Economic Development . .. ..................

INTERGOVERNMENTAL. . . ..o e
CAPITAL OUT LAY o e e e e e e
DEBT SERVICE . .. .. e e e

TOTALEXPENDITURES . ... ... i

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES .. ...t

OTHER FINANCING SOURCES (USES):
BondsIssued . ....... ...
Refunding Bonds Issued. . .. ........ ... .. ... . . ...
Payment to Refunded Bond Escrow Agents. . .................
Bond Premiums . .. ... e
Bond DiSCOUNES. . .. .ot
Capital Leases . . ...
Transfers-in. . .. ...
Transfers-out .. ........ . ..

TOTAL OTHER FINANCING SOURCES (USES). . . ..............
NET CHANGE INFUND BALANCES . . ... ... . i

FUND BALANCES, JULY L .ottt ittt it et e e e i e
Increase (Decrease) for Changes in Inventories ...............

FUND BALANCES,JUNE 30 ...,
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SPECIAL DEBT CAPITAL
REVENUE SERVICE PROJECTS
FUNDS FUNDS FUNDS
4,586 — $ —
17,975 — —
14,115 — —
20,985 7,901 —
11 — —
43,485 — —
839,773 1,258 —
38,881 — 17
1,780,053 — —
316,322 — —
46,962 2,099 3,297
212,817 3,789 242
3,335,965 15,047 3,556
35,585 — —
268,685 — —
320 — —
1,446,859 — —
567,199 — —
257,243 — —
532 — —
158,888 — —
664,925 — —
219,428 — —
12,402 — 444,566
— 1,334,025 880
3,632,066 1,334,025 445,446
(296,101) (1,318,978) (441,890)
420,000 1,163 540,403
— 247,297 —
— (260,146) —
— 102,401 8,869
— (7,923) —
122 — —
230,635 1,203,967 —
(284,847) — (271)
365,910 1,286,759 549,001
69,809 (32,219) 107,111
2,258,929 116,371 284,990
201 — —
2,328,939 84,152  $ 392,101




TOTAL

$ 4,586
17,975
14,115
28,886

11

43,485
841,031
38,898
1,780,053
316,322
52,358
216,848

3,354,568

35,585
268,685
320
1,446,859
567,199
257,243
532
158,888
664,925

219,428
456,968
1,334,905
5,411,537

(2,056,969)

961,566
247,297
(260,146)
111,270
(7,923)
122
1,434,602
(285,118)
2,201,670

144,701

2,660,290
201

$ 2,805,192
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NONMAJOR SPECIAL REVENUE FUNDS

The Special Revenue Funds account for specific revenues that are legally restricted to expenditure for

particular purposes.

The Community and Economic Development
Fund accounts for programs administered by
the Department of Development and other vari-
ous state agencies, which were created to as-
sure the efficient use of resources for the
State’s community and economic growth and
development.

The Health Fund accounts for public health
programs primarily administered by the De-
partment of Health, which promotes the preven-
tion and treatment of diseases and illnesses
through technical assistance, health education,
and research.

The Mental Health and Retardation Fund ac-
counts for mental health care and retardation
programs primarily administered by the De-
partment of Mental Health and the Department
of Mental Retardation and Developmental Dis-
abilities, which provide assistance, services,
and medical care to those individuals with men-
tal health and developmental disability prob-
lems.

The Highway Safety Fund accounts for public
safety programs primarily administered by the
Department of Public Safety, which enforces
traffic-related laws for the purpose of reducing
accidents, deaths, injuries, and property dam-
ages on Ohio’s highways.

The Natural Resources Fund accounts for en-
vironmental programs administered by the De-
partment of Natural Resources, the Environ-
mental Protection Agency, and other various
state agencies, which promote, protect, and
manage the State’s natural resources and envi-
ronment.

The Wildlife and Waterways Safety Fund ac-
counts for programs administered by the De-
partment of Natural Resources’ Divisions of
Wildlife and Watercraft, which promote, protect,
and manage the State’s wildlife and waterways
and which provide technical assistance and
education to the public.

The Local Infrastructure and Transportation
Improvements Fund accounts for the Local
Transportation Improvement Program adminis-
tered by the Ohio Public Works Commission,
which provides grants and loans to local gov-
ernments for highway, road, and bridge con-
struction.

The Tobacco Settlement Fund accounts for
various health, education, economic, and law
enforcement-related programs funded with
moneys received under the Master Settlement
Agreement with the nation’s largest tobacco
companies.

The Clean Ohio Program Fund accounts for
programs that assist local communities in the
clean-up and redevelopment of brownfield sites,
the protection of green space, the preservation
of farmland, the improvement of water quality,
and the expansion of Ohio's network of recrea-
tional trails and greenways.

The Higher Education Improvements Fund
accounts for bond proceeds that finance the
construction of facilities for state-assisted
higher education institutions.
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STATE OF OHIO

COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FUNDS
JUNE 30, 2004

(dollars in thousands)

ASSETS:

Cash Equity with Treasurer ........................
Cashand Cash Equivalents. . ......................
Investments . ......... ... . ...
Collateral on Lent Securities. . . ..............cc......
TaxesReceivable.............. ... ... ... ... .....
Intergovernmental Receivable . .....................
Loans Receivable, Net . .......... ... ... ... .. ... ...
Interfund Receivable. . . ................ .. .. .......
OtherReceivables . ......... .. ... ... ...
INVENtONIES . . . oo
Other ASSetS. . ... oot e

TOTALASSETS .. ...

LIABILITIES AND FUND BALANCES:

LIABILITIES:

Accounts Payable. . .......... ... ... ... ... ...
Accrued Liabilities. . ......... ... ... . .
Obligations Under Securities Lending . ...............
Intergovernmental Payable. . .......................
Interfund Payable . .. .......... .. ... .. ... ... ...,
Payable to Component Units . ......................
Deferred Revenue . ......... ... .. ... .. ..
Unearned Revenue. . ........... ... . ..
Refund and Other Liabilities . . . .....................

TOTAL LIABILITIES .. ... . e

FUND BALANCES:
Reserved for:
Encumbrances . ......... ... .
Noncurrent Portion of Loans Receivable. . .. ............
Loan Commitments . . ... ...
INVENEONES . . o o it e e e
Federal Programs . . .. ... ...t
Other:
Prepaids. . . ... ..
Ohio Enterprise Bond Program . . .. ................
Loan Guarantee Programs . . . ...,
Long-Term Leases Receivable . ...................
Environmental Protection and Natural Resources. . . . . . ..
Unreserved/Designated for Compensated Absences. . . . .
Unreserved/Undesignated (Deficits). . ................

TOTAL FUND BALANCES (DEFICITS) ............
TOTAL LIABILITIES AND FUND BALANCES. ..
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COMMUNITY MENTAL HEALTH
AND ECONOMIC AND
DEVELOPMENT HEALTH RETARDATION

$ 677,026 42,550 $ 81,565
52,809 92 —
109,960 — —
290,918 17,166 32,906
1,506 — —
45,441 34,573 186,663
548,394 — —
2,541 9 1
7,464 3,031 126

— 201 —
1,616 5,818 829

$ 1,737,675 103,440 $ 302,090

$ 54,549 23,666 $ 62,300
7,601 3,298 4,239
290,918 17,166 32,906
15,834 16,423 138,705
282,962 3,375 57,314

924 225 310
9,777 7,614 70,704
139,127 461 2,616
1,810 — —
803,502 72,228 369,094
441,933 15,379 63,856
439,264 — —
27,617 — —
— 201 —
8,310 561 —
1,425 482 829
10,000 — —
2,514 — —
1,525 — —
1,585 701 —
— 13,888 (131,689)
934,173 31,212 (67,004)
$ 1,737,675 103,440 $ 302,090




LOCAL

INFRASTRUCTURE
WILDLIFE AND AND
HIGHWAY NATURAL WATERWAYS TRANSPORTATION TOBACCO CLEAN OHIO
SAFETY RESOURCES SAFETY IMPROVEMENTS SETTLEMENT PROGRAM

210,436 $ 157,870 $ 60,635 $ 236,958 $ 179,138 $ 86,329

5,371 1,018 14 — 4,288 —

— — — — 332,015 —
84,897 63,407 24,462 95,596 73,503 34,828

— 1,850 1,439 — — —

2,086 8 — — — —

— 155 — 251,633 — —

324 376 6 - — -

— 8,730 284 — 158,638 —
2,041 687 343 6 31 3
305,155 $ 234,101 $ 87,183 $ 584,193 $ 747,613 $ 121,160
10,810 $ 7,526 $ 1,957 $ 4,141 $ 39,344 $ 4,986
12,218 4,950 2,036 45 159 25
84,897 63,407 24,462 95,596 73,503 34,828

1,115 158 — 2,009 28,836 —
23,454 4,248 5,340 — 91 21

11 60 129 6 600 —

28 6,949 — — 158,638 —

732 109 7 — — —
133,265 87,407 33,931 101,797 301,171 39,860
21,155 40,028 11,148 12 1,374 77,768

— — — 250,559 — —

— — — 76,012 — —

— 3,334 — — — —
2,041 687 343 6 31 3
— — — — — 6,499

2,732 1,051 447 10 58 —
145,962 101,594 41,314 155,797 444,979 (2,970)
171,890 146,694 53,252 482,396 446,442 81,300
305,155 $ 234,101 $ 87,183 $ 584,193 $ 747,613 $ 121,160
(continued)
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STATE OF OHIO

COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FUNDS
JUNE 30, 2004

(dollars in thousands)
(continued)

ASSETS:

Cash Equity with Treasurer . ......................
Cashand Cash Equivalents. .. ....................
Investments . ......... ... . ... ...
Collateral on Lent Securities. . . ........covvv...
TaxesReceivable. . ......... ... ... ...
Intergovernmental Receivable .. ...................
Loans Receivable, Net . . ......... ... ... .. ........
Interfund Receivable. . . ..........................
OtherReceivables . .............. ... ...
INVENTOMIES .« . o oo e
Other ASSetS. . ... e

TOTALASSETS. ... .o

LIABILITIES AND FUND BALANCES:
LIABILITIES:

Accounts Payable. ......... ... ... . . ..
Accrued Liabilities. . . ........ ..o
Obligations Under Securities Lending . ..............
Intergovernmental Payable. . ......................
Interfund Payable . . .......... ... ... ... .. .. ... ...
Payable to Component Units .. ....................
Deferred Revenue . ............ ... . ...
Unearned Revenue. . ...,
Refund and Other Liabilities . . .....................

TOTAL LIABILITIES ... ... ..

FUND BALANCES:
Reserved for:

Encumbrances . ........... .. .. e
Noncurrent Portion of Loans Receivable. . .............
Loan Commitments . .. ....... .t
INVENLONES . . . . it e e e
Federal Programs . ... ........ i

Other:

HIGHER
EDUCATION
IMPROVEMENTS

TOTAL

1,824,130
63,592
441,975
754,647
4,795
268,771
800,182
3,257
178,273
201
11,374

4,351,197

220,655
34,571
754,647
203,080
376,805
33,928
253,710
143,052
1,810

2,022,258

Prepaids. . . ... ..
Ohio Enterprise Bond Program . . . .................
Loan Guarantee Programs . . . ...,
Long-Term Leases Receivable .. ..................
Environmental Protection and Natural Resources. . . . . . ..
Unreserved/Designated for Compensated Absences. . . . .
Unreserved/Undesignated (Deficits). . ................

TOTAL FUND BALANCES (DEFICITS) ............
TOTAL LIABILITIES AND FUND BALANCES. ..

140

195,956

868,609
689,823
103,629
201
12,205

5,847
10,000
2,514
1,525
6,499
6,584
621,503

2,328,939

$ 128,587

$

4,351,197
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STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

NONMAJOR SPECIAL REVENUE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

COMMUNITY MENTAL HEALTH
AND ECONOMIC AND
DEVELOPMENT HEALTH RETARDATION
REVENUES:
INCOME TaAXES . .« o vt e e e e e e $ 4,586 $ — —
SaAlES TAXES . oottt 17,975 — —
Corporate and Public Utility Taxes . .. . .......... ..., 790 — —
Motor Vehicle Fuel Taxes. . ...t 5,476 — —
Cigarette TaXeS . ... oot 11 — —
Other TaXeS . .ot it e e e 35,058 — —
Licenses, Permitsand Fees . . .......... ... .. . ... 435,070 22,757 6
Sales, Servicesand Charges. .. ........... ... ... ... 19,631 25 20
Federal Government. . ... e 416,030 432,275 834,147
Tobacco Settlement . ........... — — —
InvestmentIncome . . ... .. . .. 4,935 66 —
O Nl . 63,057 27,885 50,859
TOTAL REVENUES . . oo e 1,002,619 483,008 885,032
EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education .................... 8 — —
Higher Education Support. . . ... — — —
Public Assistance and Medicaid . .. ......................... — — 320
Health and Human Services. . ... .. i —_— 488,179 917,427
Justice and Public Protection . .............. . ... ... 188,222 6 —
Environmental Protection and Natural Resources . ............. 476 — —
Transportation. . . ... ...t 532 — —
General Government . ... 154,629 — —
Community and Economic Development . .. .................. 605,689 1,242 —
INTERGOVERNMENTAL . & e et e e e e e e e e e — — —
CAPITAL OUTLAY ottt ittt e e e e e e e e e 5,877 — —
TOTAL EXPENDITURES . .o 955,433 489,427 917,747
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . ..o v i e 47,186 (6,419) (32,715)
OTHER FINANCING SOURCES (USES):
Bonds Issued . ........... . 100,000 — —
Capital Leases . . . ... 12 — —
Transfers-in. . .. ... 7,005 10,463 2,913
Transfers-out .. ... .. (24,157) (810) (1,426)
TOTAL OTHER FINANCING SOURCES (USES). . .. ... vv e e 82,860 9,653 1,487
NET CHANGE INFUND BALANCES . ... ..t 130,046 3,234 (31,228)
FUND BALANCES (DEFICITS), JULY 1 . . oottt i e e e i 804,127 27,777 (35,776)
Increase (Decrease) for Changes in Inventories . .............. — 201 —
FUND BALANCES (DEFICITS),JUNE30................ $ 934,173 $ 31,212 (67,004)
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LOCAL

INFRASTRUCTURE
WILDLIFE AND AND
HIGHWAY NATURAL WATERWAYS TRANSPORTATION TOBACCO CLEAN OHIO
SAFETY RESOURCES SAFETY IMPROVEMENTS SETTLEMENT PROGRAM

— 3 — 3 — 3 — — 3 —

— 13,325 — — — —

— — 15,509 — — —

847 7,580 — — — —

250,327 95,051 36,562 — — —

17,182 1,644 379 — — _
20,658 57,333 18,569 — — 1,041

— — — — 316,322 —
1,729 425 553 2,501 36,098 655
32,013 34,207 3,066 1,443 165 15
322,756 209,565 74,638 3,944 352,585 1,711

— — — — 35,577 —

195 — — — 41,058 —

375,553 446 — — 2,972 —
— 192,327 64,241 — — 199

— 4,045 — — 214 —
— 2,272 — 941 51,867 2,914
— — — 171,048 — 48,380

3,285 — 3,240 — — —
379,033 199,090 67,481 171,989 131,688 51,493
(56,277) 10,475 7,157 (168,045) 220,897 (49,782)
— — — 120,000 — 50,000

110 — — — — —

145,085 610 726 63,833 — —

(18,851) (3,551) (1,334) — (234,678) —
126,344 (2,941) (608) 183,833 (234,678) 50,000
70,067 7,534 6,549 15,788 (13,781) 218
101,823 139,160 46,703 466,608 460,223 81,082
171,890  $ 146,694  $ 53,252 $ 482,396 446,442  $ 81,300

(continued)
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STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES

NONMAJOR SPECIAL REVENUE FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)
(continued)

REVENUES:

INCOmMeE TaXesS. . . ..o e e e
SalES TaAXES . vttt
Corporate and Public Utility Taxes . . .. .......... ...,
Motor Vehicle Fuel Taxes. . ...t
Cigarette TaXeS . . ..ot
Other Taxes . ... e
Licenses, Permitsand Fees . . .......... ... . ...
Sales, Servicesand Charges.. . . ........... ... ... ...
Federal Government. . ...t
Tobacco Settlement . ...

EXPENDITURES:
CURRENT OPERATING:

Primary, Secondary and Other Education ....................
Higher Education Support. . . ...
Public Assistance and Medicaid . . . .........................
Health and Human Services. . . ......... .. ..
Justice and Public Protection . .. ........... ... ... .. . . . ...
Environmental Protection and Natural Resources . .............
Transportation. . . ... ...
General Government . .........
Community and Economic Development . .. ..................

INTERGOVERNMENTAL. . . .. e
CAPITAL OUT LAY o e e e e e e
TOTALEXPENDITURES .. ... ... e

EXCESS (DEFICIENCY) OF REVENUES

OVER (UNDER) EXPENDITURES .. ....... ..ot

OTHER FINANCING SOURCES (USES):

Bonds lssued . .......... ..
Capital Leases . . . ... e
Transfers-in. .. ...
Transfers-0ut .. ...

TOTAL OTHER FINANCING SOURCES (USES). . . ... ..o vn e

NET CHANGE IN FUND BALANCES ............
FUND BALANCES (DEFICITS), JULY 1 . ...........
Increase (Decrease) for Changes in Inventories

FUND BALANCES (DEFICITS), JUNE 30

144

HIGHER
EDUCATION
IMPROVEMENTS

TOTAL

4,586
17,975
14,115
20,985

11

43,485
839,773
38,881
1,780,053
316,322
46,962
212,817

3,335,965

35,585
268,685
320
1,446,859
567,199
257,243
532
158,888
664,925

219,428
12,402

3,632,066

(296,101)

(40)

420,000
122
230,635

(284,847)

149,960

365,910

(118,618)

167,202

69,809

2,258,929
201

$

2,328,939
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STATE OF OHIO

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

NONMAJOR SPECIAL REVENUE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

REVENUES:

Income Taxes
Sales Taxes .......cceeeeevvnvnnnns
Corporate and Public Utility Taxes
Motor Vehicle Fuel Taxes
Cigarette Taxes
Other Taxes ........cceeevvvvvvneee.
Licenses, Permits and Fees
Sales, Services and Charges
Federal Government
Tobacco Settlement

BUDGETARY EXPENDITURES:
CURRENT OPERATING:

Primary, Secondary and Other Education ......................

Higher Education Support
Public Assistance and Medicaid
Health and Human Services
Justice and Public Protection

Environmental Protection and Natural Resources ..........

Transportation
General Government
Community and Economic Development
INTERGOVERNMENTAL
CAPITAL OUTLAY
DEBT SERVICE

TOTAL BUDGETARY EXPENDITURES
EXCESS (DEFICIENCY) OF REVENUES

OVER (UNDER) BUDGETARY EXPENDITURES..............

OTHER FINANCING SOURCES (USES):
Bond Proceeds
Transfers-in ........cccceeeeeeeenenn.

Transfers-out

TOTAL OTHER FINANCING SOURCES (USES)...........

NET CHANGE IN FUND BALANCES

BUDGETARY FUND BALANCES
(DEFICITS), JULY 1

Outstanding Encumbrances at Beginning of Fiscal Year

BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30
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COMMUNITY AND ECONOMIC DEVELOPMENT

BUDGET

FINAL

ACTUAL

VARIANCE
WITH
FINAL

BUDGET
POSITIVE/
(NEGATIVE)

366,154
616

8,046
226,121
1,083,950
29,344
770

$

4,614
17,659
790
5,441
11
35,051
413,986
10,364
491,814
5,035
108,056

1,092,821

771

330,502
471
6,108
174,328
895,756

25,940

101

35,652
145
1,938
51,793
188,194
3,404
770

$ 1,715,873

1,433,876

281,997

$

(341,055)

100,000
47,873

(64,715)

83,158
(257,897)

59,270

364,488

165,861



HEALTH

MENTAL HEALTH AND RETARDATION

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ — $ —
28,977 7
2,984 20
414,017 1,865,697
110 2
86,031 52,503
532,119 1,918,229
— — $ — $ — — $ —
— — — 1,380,061 1,223,738 156,323
593,067 560,991 32,076 1,225,351 1,069,993 155,358
19 8 11 — — —
2,209 2,026 183 — — —
595,295 563,025 $ 32,270 $ 2,605,412 2,293,731 $ 311,681
(30,906) (375,502)
1,195 2
(23) (11)
1,172 9)
(29,734) (375,511)
15,662 (247,893)
22,365 312,883
$ 8,293 $ (310,521)

(continued)
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STATE OF OHIO

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

NONMAJOR SPECIAL REVENUE FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)
(continued)

REVENUES:
INCOME TAXES ...coiiiiieeeeee ettt e e e e e e e e e e e e e
SAIES TAXES wevuniiieieeieeeeeee ettt
Corporate and Public Utility TaXes .......cccceevvuiiiereiiiiiieneeenne
Motor Vehicle FUel TaXeS ........coeeeeeeiiiiiiiiiicccciivirvreeeeeees
CIgArette TAXES.....ccciiiieiiiiieiiee ettt
(@] (g T=T g IF= DTSR
Licenses, Permits and FEes .........coooveiiiiiiiiiiiiiiieieeeeeeee,
Sales, Services and Charges .........ccccvvveeeieiiiiieeee i
Federal GOVEINMENL ........cooviiiiiiiiiee e
Tobacco Settlement..........eeevveiiiiiiiiie s

BUDGETARY EXPENDITURES:

CURRENT OPERATING:
Primary, Secondary and Other Education ......................
Higher Education SUPPOIt ........cccovveveiiiieiniee e
Public Assistance and Medicaid ...........cccoeeeeevriviiinnnnnnnn.
Health and Human Services ...........ccccceeveeviiciinvvvnnnnnnns
Justice and Public Protection ..............cccoeeeeieevciiiinninnnns
Environmental Protection and Natural Resources ..........
TranSPOrtation ..........cooocueeieeiiiiiiiee e
General GOVEINMENT ........ooovvieieiicirrrrrere e
Community and Economic Development ...........c.cccouee...

INTERGOVERNMENTAL......oii ittt

CAPITAL OQUTLAY oot

DEBT SERVICE.......ccoo ittt

TOTAL BUDGETARY EXPENDITURES...........cccccovveeene

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES..............

OTHER FINANCING SOURCES (USES):
BONd ProCEEAS .......ccooeiiiiiiiiiiiiitieeeeeeeee e
TranSTEIS-IN .....ooiieiiee e
TraNSTEIS-0UL ......ccoeiiieeiee e

TOTAL OTHER FINANCING SOURCES (USES)...........
NET CHANGE IN FUND BALANCES..........cccccoiiiiiiec

BUDGETARY FUND BALANCES
(DEFICITS), JULY 1 it
Outstanding Encumbrances at Beginning of Fiscal Year

BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ...
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HIGHWAY SAFETY

BUDGET

FINAL

ACTUAL

VARIANCE
WITH
FINAL

BUDGET
POSITIVE/
(NEGATIVE)

234
455,033

7,955
11,677

847
244,929
17,217
18,007
2,547
36,991

320,538

198
415,438

5,496
11,675

39,595

474,899

432,807

$

(112,269)

175,338

(37,674)
137,664

25,395

113,773
29,555

$ 168723



NATURAL RESOURCES

WILDLIFE AND WATERWAYS SAFETY

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ — $ —
13,325 —
— 15,383
7,530 —
95,967 36,488
1,644 380
58,652 18,569
647 851
36,054 3,838
213,819 75,509
— — — $ — — $ —
639 454 185 — — —
283,998 243,987 40,011 85,001 73,557 11,444
5,483 4,341 1,142 — — _
10,089 6,171 3,918 — — —
— — — 24,498 9,115 15,383
300,209 254,953 45,256 $ 109,499 82,672 $ 26,827
(41134 (7,163)
2,178 2
(1,801) —
377 2
(40,757) (7,161)
109,301 44510
39,191 9,536

$ 107,735

$ 46,885
(continued)
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STATE OF OHIO

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

NONMAJOR SPECIAL REVENUE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

(continued)

REVENUES:
INCOME TAXES ...coiiiiieeeeee ettt e e e e e e e e e e e e e
SAIES TAXES wevuniiieieeieeeeeee ettt
Corporate and Public Utility TaXes .......cccceevvuiiiereiiiiiieneeenne
Motor Vehicle FUel TaXeS ........coeeeeeeiiiiiiiiiicccciivirvreeeeeees
CIgArette TAXES.....ccciiiieiiiiieiiee ettt
(@] (g T=T g IF= DTSR
Licenses, Permits and FEes ..........oooveeiiiiiiiiiiiiieieieeeeeeee,
Sales, Services and Charges .........cccccvvveeeeiiiivieeee i
Federal GOVErNMENL ........cooviiiiiiiiee e
Tobacco Settlement..........eeeveeiiiiiiiei s

BUDGETARY EXPENDITURES:

CURRENT OPERATING:
Primary, Secondary and Other Education ......................
Higher Education SUPPOIt ........cccovveveiiieiiiieeeireee e
Public Assistance and Medicaid ...........ccceeeeeevviviiiinnnnnn.
Health and Human Services ............ccccevveeveiciinvvvvnnnnnns
Justice and Public Protection .............ccccoeeeeeeeveciiiinnnnns
Environmental Protection and Natural Resources ..........
TranSPOrtation ..........cooocueeieeiiiiiiiee e
General GOVEINMENT ........ooovviiieiiiiiirrrrrreee e
Community and Economic Development .............ccccuee...

INTERGOVERNMENTAL.....ooi ittt

CAPITAL OQUTLAY ot

DEBT SERVICE.......ccoo ittt

TOTAL BUDGETARY EXPENDITURES...........cccccovneeene

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES..............

OTHER FINANCING SOURCES (USES):
BONd ProCEEAS .......ccooeiiiiiiiiiiiiitieeeeeeeee e
TranSTEIS-IN .....ooveeiiiee e e
TraNSTEIS-0UL ......ccoeiiieeiee e

TOTAL OTHER FINANCING SOURCES (USES)...........
NET CHANGE IN FUND BALANCES..........cccccoiiiiiiec

BUDGETARY FUND BALANCES
(DEFICITS), JULY 1 it
Outstanding Encumbrances at Beginning of Fiscal Year

BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ... eeeseeseeeseeeees
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LOCAL INFRASTRUCTURE

AND TRANSPORTATION IMPROVEMENTS

VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
$ —
3,933
19,139
23,072
— — $ —

1,183 1,041 142

580,885 215,890 364,995

582,068 216,931 $ 365,137

(193,859)
120,153
63,832
183,985
(9,874)

246,792
7

$ 236925



TOBACCO SETTLEMENT

CLEAN OHIO PROGRAM

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ — $ —
_ 1,041
320,532 _
2,857 1,129
1,699 18
325,088 2,188
— — $ — $ — — $ —
52,914 — 52,914 — — _
13,322 12,426 896 — — —
7,772 4,150 3,622 — _ _
— — — 362 195 167
303 201 102 — — —
95,141 93,242 1,899 3,965 3,307 658
— — — 177,011 125,737 51,274
169,452 110,019 $ 59,433 $ 181,338 129,239 $ 52,099
215,069 (127,051)
— 50,000
52,903 _
(323,158) —
(270,255) 50,000
(55,186) (77,051)
161,989 32,113
2,959 49,323
$ 109,762

$ 4,385
(continued)
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STATE OF OHIO

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

NONMAJOR SPECIAL REVENUE FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)
(continued)

REVENUES:
INCOME TAXES ...coiiiiieeeeee ettt e e e e e e e e e e e e e
SAIES TAXES wevuniiieieeieeeeeee ettt
Corporate and Public Utility TaXes .......cccceevvuiiiereiiiiiieneeenne
Motor Vehicle FUel TaXeS ........coeeeeeeiiiiiiiiiicccciivirvreeeeeees
CIgArette TAXES.....ccciiiieiiiiieiiee ettt
(@] (g T=T g IF= DTSR
Licenses, Permits and FEes ..........oooveeiiiiiiiiiiiiieieieeeeeeee,
Sales, Services and Charges .........cccccvvveeeeiiiivieeee i
Federal GOVErNMENL ........cooviiiiiiiiee e
Tobacco Settlement..........eeeveeiiiiiiiei s

BUDGETARY EXPENDITURES:

CURRENT OPERATING:
Primary, Secondary and Other Education ......................
Higher Education SUPPOIt .........ccovveeeiiiieiiiee e
Public Assistance and Medicaid ...........ccccoeeeeevriiirivnnnnnnn.
Health and Human Services ............cccceeveeveiccinvvvvnnnnnns
Justice and Public Protection .............ccccoeeeeeeececiiinnnnnnns
Environmental Protection and Natural Resources ..........
TranSPOrtation ..........cooocueeieeiiiiiiiee e
General GOVEINMENT ........ooovviiieiiciiirrrerereee e
Community and Economic Development .............ccccvee...

INTERGOVERNMENTAL......oii ittt

CAPITAL OQUTLAY ot

DEBT SERVICE.......ccoi ittt

TOTAL BUDGETARY EXPENDITURES...........cccccovuveeene

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES..............

OTHER FINANCING SOURCES (USES):
BONd ProCEEAS .......ccooeiiiiiiiiiiiiitieeeeeeeee e
TranSTEIS-IN .....ooveeiiiee e e
TranNSTEIS-0UL ......ccoiiiieeiee et

TOTAL OTHER FINANCING SOURCES (USES)...........
NET CHANGE IN FUND BALANCES..........cccccoiiiiiiec

BUDGETARY FUND BALANCES
(DEFICITS), JULY 1 it
Outstanding Encumbrances at Beginning of Fiscal Year

BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ...
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HIGHER EDUCATION IMPROVEMENTS

VARIANCE
WITH
FINAL

BUDGET
POSITIVE/
(NEGATIVE)

BUDGET

FINAL ACTUAL

— — $ —
873,879 389,809

$

873,879 484,070 $ 389,809

(482,559)

150,114

150,114
(332,445)

(9,817)
203,398

$  (138,864)



TOTAL

VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
$ 4,614
17,659
14,115
20,824
11
43,428
820,354
32,609
2,867,797
320,532
18,449
344,502
4,504,894
872 771 $ 101
926,793 484,070 442,723
1,380,061 1,223,738 156,323
1,831,974 1,643,608 188,366
829,617 750,552 79,065
369,977 318,210 51,767
8,046 6,108 1,938
231,907 178,870 53,037
1,196,537 1,001,543 194,994
757,896 341,627 416,269
61,797 40,551 21,246
12,447 11,675 772
7,607,924 6,001,323 $ 1,606,601
(1,496,429)
420,267
343,323
(427,382)
336,208
(1,160,221)
525,700
1,033,705

$ 399,184
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NONMAJOR DEBT SERVICE FUNDS

The Debt Service Funds account for the resources accumulated and payments made for principal and

interest on long-term debt of the governmental funds.

The Coal Research/Development General
Obligations Fund accounts for the payment of
principal and interest on general obligation
bonds that have been authorized under Section
15 of Article VIII, Ohio Constitution, to finance
coal research and development projects.

The Improvements General Obligations
Fund accounts for the payment of principal and
interest on general obligation bonds that have
been authorized under Section 2f of Article VIII,
Ohio Constitution, to finance the improvement
of higher education facilities, public schools,
and natural resources.

The Highway Improvements General Obliga-
tions Fund accounts for the payment of princi-
pal and interest on general obligation bonds
that have been authorized under Section 2g of
Article VIII, Ohio Constitution, to finance the ac-
quisition of rights-of-way and the construction
and reconstruction of the State’s highways and
urban extensions.

The Development General Obligations Fund
accounts for the payment of principal and inter-
est on general obligation bonds that have been
authorized under Section 2h of Article VIII, Ohio
Constitution, to finance the construction, im-
provement, and development of higher educa-
tion facilities, public schools, and natural re-
sources.

The Highway General Obligations Fund ac-
counts for the payment of principal and interest
on general obligation bonds that have been au-
thorized under Section 2i of Article VIII, Ohio
Constitution, to finance the construction of the
State’s highways.

The Public Improvements General Obliga-
tions Fund accounts for the payment of princi-
pal and interest on general obligation bonds
that have been authorized under Section 2i of
Article VIII, Ohio Constitution, to finance the im-
provement of higher education facilities, water
pollution controls, parks, and natural resources.
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The Vietnam Conflict Compensation General
Obligations Fund accounts for the payment of
principal and interest on general obligation
bonds that have been authorized under Section
2j of Article VIII, Ohio Constitution, to provide
funding for the compensation to Ohioans that
served in the military during the Vietham Con-
flict.

The Local Infrastructure Improvements
General Obligations Fund accounts for the
payment of principal and interest on general
obligation bonds that have been authorized un-
der Section 2k of Article VIII, Ohio Constitution,
to finance the cost of local government’s public
infrastructure improvement projects.

The State Projects General Obligations Fund
accounts for the payment of principal and inter-
est on general obligation bonds that have been
authorized under Section 2| of Article VIII, Ohio
Constitution, to finance capital improvements at
state and local parks and other natural re-
sources-related projects.

The Highway Capital Improvements General
Obligations Fund accounts for the payment of
principal and interest on general obligation
bonds that have been authorized under Section
2m of Article VIII, Ohio Constitution, to finance
capital improvements to the state highway sys-
tem.

The Higher Education Capital Facilities Gen-
eral Obligations Fund accounts for the pay-
ment of principal and interest on general obliga-
tion bonds that have been authorized under
Section 2n of Article VIII, Ohio Constitution, to
finance the costs of capital facilities for state-
supported and state-assisted institutions of
higher education, including those for technical
education.



The Common Schools Capital Facilities
General Obligations Fund accounts for the
payment of principal and interest on general
obligation bonds that have been authorized un-
der Section 2n of Article VIII, Ohio Constitution,
to finance the costs of facilities for a system of
common schools throughout Ohio.

The Conservation Projects General Obliga-
tions Fund accounts for the payment of princi-
pal and interest on general obligation bonds
that have been authorized under Section 20 of
Article VIII, Ohio Constitution, to finance the
purchase of additional “greenspace” land or in-
terest in land devoted to natural areas, open
spaces, and agriculture.

The Economic Development Revenue Bonds
Fund accounts for the payment of principal and
interest on revenue bonds issued to finance
loans to individuals, corporations, and agencies
within the State for economic development pro-
jects that create or retain jobs in the State.

The Infrastructure Bank Revenue Bonds
Fund accounts for the payment of principal and
interest on revenue bonds that have been au-
thorized under the authority of Section 5531.10,
Ohio Revised Code, to finance the construction
of the Spring-Sandusky Highway Project in Co-
lumbus.

The Revitalization Project Revenue Bonds
Fund accounts for the payment of principal and
interest on revenue bonds to finance the costs
of environmentally safe and productive devel-
opment, use, or resuse of publicly and privately
owned lands, including those within urban ar-
eas.

The Higher Education Facilities Special Ob-
ligations Fund accounts for the payment of
principal and interest on special obligation
bonds issued to finance the construction of
higher education facilities.

The Mental Health Facilities Special Obliga-
tions Fund accounts for the payment of princi-
pal and interest on special obligation bonds is-
sued to finance the construction of mental
health facilities.

The Parks and Recreation Facilities Special
Obligations Fund accounts for the payment of
principal and interest on special obligation
bonds issued to finance the construction of
parks and recreation projects and state park
facilities.

The School Building Program Special Obli-
gations Fund accounts for the payment of
principal and interest on special obligation
bonds that have been authorized under Section
2i of Article VIII, Ohio Constitution, to finance
the costs of school buildings and classroom fa-
cilities used by public school districts for ele-
mentary and secondary education purposes.

The Ohio Building Authority Special Obliga-
tions Fund accounts for the payment of princi-
pal and interest on special obligation bonds is-
sued to finance the construction of state office
buildings and the costs of capital improvements
for the Departments of Administrative Services,
Youth Services, Transportation, Rehabilitation
and Correction, Natural Resources, and Public
Safety and for the Arts and Sports Facilities
Commission.

The Transportation Certificates of Participa-
tion Fund accounts for the payment of certifi-
cate of participation-related obligations that fi-
nanced the acquisition of the Department of
Transportation’s Panhandle Rail Line Project.
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STATE OF OHIO
COMBINING BALANCE SHEET
NONMAJOR DEBT SERVICE FUNDS
JUNE 30, 2004

(dollars in thousands)

ASSETS:

Cash Equity with Treasurer . ........... ... ... ......
Cashand Cash Equivalents . .. .....................
Investments . ......... ... . ... ...
Collateralon Lent Securities. . . ......covvinn.
Loans Receivable, Net . .......... ... ... .. ... ... ...
OtherReceivables . ................c .
Other ASSetS. . .. oo e

TOTAL ASSETS. ... ..

LIABILITIES AND FUND BALANCES:

LIABILITIES:

AccountsPayable. . ........... .. ... ... ... . ..
Accrued Liabilities. . . .......... ... ...
Obligations Under Securities Lending . ...............
Refund and Other Liabilities . . . .....................

TOTAL LIABILITIES ... ... e

FUND BALANCES:
Reserved for:
DebtService . . ..o
Noncurrent Portion of Loans Receivable. . .. ............
Other:
Assets in Excess of Debt Service Requirements ... ... ..

TOTAL FUNDBALANCES ......................
TOTAL LIABILITIES AND FUND BALANCES. ..

156

COAL RESEARCH/ HIGHWAY
DEVELOPMENT IMPROVEMENTS IMPROVEMENTS
GENERAL GENERAL GENERAL
OBLIGATIONS OBLIGATIONS OBLIGATIONS

$ 19 $ - $ —
— 130 55
8 Ju— Ju—
$ 27 $ 130 $ 55
$ — $ — $ —
8 —_— —_—
— 130 55
8 130 55
19 — —
19 — —
$ 27 $ 130 $ 55




VIETNAM HIGHWAY
PUBLIC CONFLICT CAPITAL
DEVELOPMENT HIGHWAY IMPROVEMENTS COMPENSATION STATE PROJECTS IMPROVEMENTS
GENERAL GENERAL GENERAL GENERAL GENERAL GENERAL
OBLIGATIONS OBLIGATIONS OBLIGATIONS OBLIGATIONS OBLIGATIONS OBLIGATIONS
—_ $ 10,918 $ - $ — $ 41 $ 14,937
268 420 155 28 — —
— 4,405 — — 16 6,026
268 $ 15,743 $ 155 $ 28 $ 57 $ 20,963
— 3 — 3 — 3 — 3 — s —
— 4,405 - - 16 6,026
268 170 155 25 — —
268 4,575 155 25 16 6,026
— 11,168 — — 41 14,937
— 11,168 — 41 14,937
268 $ 15,743 $ 155 $ 28 $ 57 $ 20,963
(continued)
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STATE OF OHIO
COMBINING BALANCE SHEET
NONMAJOR DEBT SERVICE FUNDS
JUNE 30, 2004

(dollars in thousands)
(continued)

HIGHER COMMON
EDUCATION SCHOOLS
CAPITAL CAPITAL CONSERVATION
FACILITIES FACILITIES PROJECTS
GENERAL GENERAL GENERAL
OBLIGATIONS OBLIGATIONS OBLIGATIONS
ASSETS:
Cash Equity with Treasurer ........................ $ 7,439 $ 14,506 $ 1,040
Cashand Cash Equivalents. . ...................... — — —
Investments . ......... ... . ... — — —
Collateral on Lent Securities. . . ............co ... 3,001 5,852 420
Loans Receivable, Net . . .. ........ ... ... ... ... — — —
OtherReceivables . ..., — — —
Other ASSetS. . ... e e — — —
TOTAL ASSETS . . ... $ 10,440 $ 20,358 $ 1,460
LIABILITIES AND FUND BALANCES:
LIABILITIES:
AccountsPayable. . ........... ... .. ... ... ... $ — $ — $ —
Accrued Liabilities. . ......... ... . . . . — — —
Obligations Under Securities Lending . ............... 3,001 5,852 420
Refund and Other Liabilities . . ...................... — — —
TOTAL LIABILITIES ... .. e 3,001 5,852 420
FUND BALANCES:
Reserved for:
Debt ServiCe . . . vt 7,439 14,506 1,040
Noncurrent Portion of Loans Receivable. . .. ............ — — —
Other:
Assets in Excess of Debt Service Requirements .. ... ... — — —
TOTALFUNDBALANCES ..... ...t 7,439 14,506 1,040
TOTAL LIABILITIES AND FUND BALANCES... $ 10,440 $ 20,358 $ 1,460
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HIGHER PARKS AND
ECONOMIC INFRASTRUCTURE REVITALIZATION EDUCATION MENTAL HEALTH RECREATION
DEVELOPMENT BANK PROJECT FACILITIES FACILITIES FACILITIES
REVENUE REVENUE REVENUE SPECIAL SPECIAL SPECIAL
BONDS BONDS BONDS OBLIGATIONS OBLIGATIONS OBLIGATIONS
— 3 — 3 — 3 — 3 — s —
— — 10 31 90 59
7,540 488 2,681 1,666 516 359
1,719 — 611 379 118 82
— — — 751 — —
9,259 $ 488 $ 3,302 $ 2,827 $ 724 $ 500
— 8 — 3 — 3 — 3 — 3 —
— — — — — 5
1,719 — 611 379 118 82
1,719 — 611 379 118 87
7,540 488 2,691 1,697 606 413
— — — 751 — —
7,540 488 2,691 2,448 606 413
9,259 $ 488 $ 3,302 $ 2,827 $ 724 $ 500
(continued)
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STATE OF OHIO
COMBINING BALANCE SHEET
NONMAJOR DEBT SERVICE FUNDS
JUNE 30, 2004

(dollars in thousands)
(continued)

ASSETS:

Cash Equity with Treasurer ........................
Cashand Cash Equivalents.. . ......................
Investments . ......... ... . ...
Collateral on Lent Securities. . . .....................
Loans Receivable, Net . . .. ........... . ... ... ...
OtherReceivables . ...,
Other ASSetS. . ... e e

TOTALASSETS. . ...

LIABILITIES AND FUND BALANCES:

LIABILITIES:

Accounts Payable. ........ .. ... .. .. ..
Accrued Liabilities. . ........ .
Obligations Under Securities Lending . ...............
Refund and Other Liabilites . . . .....................

TOTAL LIABILITIES . ... .. .

FUND BALANCES:
Reserved for:
DebtService . ... i e
Noncurrent Portion of Loans Receivable. . .. ............
Other:
Assets in Excess of Debt Service Requirements .. ... ...

TOTAL FUNDBALANCES .......... .. ...
TOTAL LIABILITIES AND FUND BALANCES. ..

160

SCHOOL OHIO
BUILDING BUILDING
PROGRAM AUTHORITY TRANSPORTATION
SPECIAL SPECIAL CERTIFICATES OF
OBLIGATIONS OBLIGATIONS PARTICIPATION
Ju— 5 Ju—
372 24,681 943
85 — —
—_— 5 —_—
457 $ 24,725 $ 943
- $ 216 $ -
85 — —
— 5,011 —
85 5,227 —
372 19,498 943
372 19,498 943
457 $ 24,725 $ 943




TOTAL

48,900
1,251
39,246
22,722
751

34
112,909

216

22,722
5,814

28,757

83,398
751

84,152

112,909
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STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

NONMAJOR DEBT SERVICE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

VIETNAM
COAL RESEARCH/ CONFLICT
DEVELOPMENT HIGHWAY COMPENSATION
GENERAL GENERAL GENERAL
OBLIGATIONS OBLIGATIONS OBLIGATIONS
REVENUES:
Motor Vehicle Fuel Taxes. . . . ..o $ — $ 7,901 $ —
Licenses, Permitsand Fees . . . ......... ... .. — 1,258 —
InvestmentIncome . . ... .. . 3 307 —
Other. . .. — — —
TOTAL REVENUES . . o oot e e 3 9,466 —
EXPENDITURES:
DEBT SERVICE . .o ittt et e e 7,277 35,594 —
TOTAL EXPENDITURES . .\ttt e e e e i 7,277 35,594 —
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER)EXPENDITURES . ..... .ttt (7,274) (26,128) —
OTHER FINANCING SOURCES (USES):
Bonds ISSUEd . ... ..o — — —
Refunding Bonds Issued. . .. ....... ... .. i — — —
Payment to Refunded Bond Escrow Agents. . . ................ — — —
Bond Premiums . . ... ... . e 59 — —
Bond DiSCOUNTS. . . ... i — — —
Transfers-in. . .. ... 7,193 — —
TOTAL OTHER FINANCING SOURCES (USES). . .. ... vv e e 7,252 — —
NET CHANGE INFUND BALANCES . .. ...ttt (22) (26,128) —
FUND BALANCES (DEFICITS), JULY 1 ..\ttt i i i e e 41 37,296 3
FUND BALANCES, JUNE 30 ........ ... .. . $ 19 $ 11,168 $ 3
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HIGHER COMMON
LOCAL HIGHWAY EDUCATION SCHOOLS
INFRASTRUCTURE CAPITAL CAPITAL CAPITAL CONSERVATION
IMPROVEMENTS STATE PROJECTS IMPROVEMENTS FACILITIES FACILITIES PROJECTS
GENERAL GENERAL GENERAL GENERAL GENERAL GENERAL

OBLIGATIONS OBLIGATIONS OBLIGATIONS OBLIGATIONS OBLIGATIONS OBLIGATIONS

$ — $ — $ — $ — $ — $ —
4 5 919 27 62 8

1,354 — — — — —
1,358 5 919 27 62 8
140,512 21,617 150,699 92,056 111,882 5,034
140,512 21,617 150,699 92,056 111,882 5,034
(139,154) (21,612) (149,780) (92,029) (111,820) (5,026)

66,915 — — — 58,235 —

(64,830) — — — (65,117) -
9,745 — 14,761 8,165 41,128 2,309

(7,881) — — — — —
135,254 20,523 139,728 79,303 91,859 3,721
139,203 20,523 154,489 87,468 126,105 6,030
49 (1,089) 4,709 (4,561) 14,285 1,004
(49) 1,130 10,228 12,000 221 36
$ — $ 41  $ 14,937 7439 % 14506  $ 1,040

(continued)



STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

NONMAJOR DEBT SERVICE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)
(continued)

ECONOMIC INFRASTRUCTURE REVITALIZATION
DEVELOPMENT BANK PROJECT
REVENUE REVENUE REVENUE
BONDS BONDS BONDS
REVENUES:
Motor Vehicle Fuel TaxXes. . . . ..o oo e e e $ — $ — $ —
Licenses, Permitsand Fees. . ......... ... ... . ... — — —
InvestmentIncome . ... .. . . .. e 63 475 34
Other. . . — — —
TOTAL REVENUES . . oo e e 63 475 34
EXPENDITURES:
DEBT SERVICE . .ot ittt e e e 20,582 66,977 4,710
TOTAL EXPENDITURES . .o 20,582 66,977 4,710
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . . it (20,519) (66,502) (4,676)
OTHER FINANCING SOURCES (USES):
Bonds lssued . .......... .. — — —
Refunding Bonds Issued. . . ......... ... .. ... i — — —
Payment to Refunded Bond Escrow Agents. . ................. — — —
Bond Premiums . ... 1,473 886 —
Bond DiSCOUNTS. . . . ..ot — — —
Transfers-in. . . ... e 21,230 65,542 1,182
TOTAL OTHER FINANCING SOURCES (USES). . ... iv e e 22,703 66,428 1,182
NET CHANGE INFUNDBALANCES . ... ...t 2,184 (74) (3,494)
FUND BALANCES (DEFICITS), JULY 1 . . oottt i e i i e 5,356 562 6,185
FUND BALANCES,JUNE 30 ............................ $ 7,540 $ 488 $ 2,691
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HIGHER PARKS AND SCHOOL OHIO

EDUCATION MENTAL HEALTH RECREATION BUILDING BUILDING
FACILITIES FACILITIES FACILITIES PROGRAM AUTHORITY TRANSPORTATION
SPECIAL SPECIAL SPECIAL SPECIAL SPECIAL CERTIFICATES OF
OBLIGATIONS OBLIGATIONS OBLIGATIONS OBLIGATIONS OBLIGATIONS PARTICIPATION
— s — 3 — 3 — s — % —
28 16 6 7 64 71
1,168 301 270 — — 696
1,196 317 276 7 64 767
246,865 49,906 14,552 31,796 333,199 767
246,865 49,906 14,552 31,796 333,199 767
(245,669) (49,589) (14,276) (31,789) (333,135) —
— — — — 1,163 —
— — — — 122,147 —
— — — — (130,199) —
— — 1,039 — 22,836 —
246,045 48,205 13,511 31,765 298,906 —
246,045 48,205 14,550 31,765 314,811 —
376 (1,384) 274 (24) (18,324) —
2,072 1,990 139 396 37,822 943
2,448  $ 606 $ 413 $ 372 $ 19,498  $ 943

(continued)
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STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

NONMAJOR DEBT SERVICE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

(continued)
TOTAL
REVENUES:
Motor Vehicle Fuel Taxes. .. ...t $ 7,901
Licenses, PermitsandFees . .. .......... ... ... .. . . . . ... 1,258
InvestmentIncome . . ... .. . e 2,099
Other. . . e 3,789
TOTAL REVENUES . . . . ... e e e 15,047
EXPENDITURES:
DEBT SERVICE . . ... e e e e e 1,334,025
TOTAL EXPENDITURES . .. ... e e st e i e e i 1,334,025
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . ..\ttt e e (1,318,978)
OTHER FINANCING SOURCES (USES):
Bonds Issued . ......... ... 1,163
Refunding Bonds Issued. . .. ........ ... .. . ... . ... 247,297
Payment to Refunded Bond Escrow Agents. . ................. (260,146)
Bond Premiums . ... .. 102,401
Bond DiSCOUNES. . .. ..ot e (7,923)
Transfers-in. . .. ... e 1,203,967
TOTAL OTHER FINANCING SOURCES (USES). . . . ..o oo v v e 1,286,759
NET CHANGE IN FUND BALANCES . . ... ... i i i (32,219)
FUND BALANCES (DEFICITS), JULY 1 . . ... e e e e 116,371
FUND BALANCES,JUNE 30 ............. .. .. ... $ 84,152
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STATE OF OHIO

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

NONMAJOR DEBT SERVICE FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

REVENUES:
Motor Vehicle FUEl TAXES .....uveviieeieeiiieeiiiceee e,
Licenses, Permits and FEES .........ccoevvvvrrvvrvrrrieeeiieieeeeeeeeeen
INVESIMENT INCOME .oooviiieeeiieeeeee e

BUDGETARY EXPENDITURES:
DEBT SERVICE.......ooiii oo

TOTAL BUDGETARY EXPENDITURES...........cccovieeene

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES..............

OTHER FINANCING SOURCES (USES):
BONA ProCEEAS ..ot
TranSTErS-iN ......oovvviiieiiee e eeenaaes
TranSTEIS-0UL.........ccoiiiiiirirtreeeee e
TOTAL OTHER FINANCING SOURCES (USES)...........

NET CHANGE IN FUND BALANCES........ccoccceiiieieee e

BUDGETARY FUND BALANCES
(DEFICITS), JULY L.ttt

BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ...civiieiiiieeieee e

168

COAL RESEARCH/DEVELOPMENT
GENERAL OBLIGATIONS

VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
$ —
3
7,193
7,196
7,265 7,217 $ 48
7,265 7,217 $ 48
(21)
(21)
40
$ 19



LOCAL INFRASTRUCTURE IMPROVEMENTS

HIGHWAY GENERAL OBLIGATIONS

GENERAL OBLIGATIONS

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ 7,901 $ —
1,258 —
608 25
_ 135,254
9,767 135,279
35,594 35,594 $ — $ 157,064 139,328 $ 17,736
35,594 35,594 $ — $ 157,064 139,328 $ 17,736
(25,827) (4,049)
— 3,965
— 3,965
(25,827) (84)
36,745 84
$ 10,918 $ —

(continued)
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STATE OF OHIO

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

NONMAJOR DEBT SERVICE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

(continued)

REVENUES:
Motor Vehicle FUEl TAXES .....uveviieeieeiiieeiiiceee e,
Licenses, Permits and FEES .........ccoevvvvrrvvrvrrrieeeiieieeeeeeeeeen
INVESIMENT INCOME .oooviiieeeiieeeeee e

BUDGETARY EXPENDITURES:
DEBT SERVICE.......ooiii oo

TOTAL BUDGETARY EXPENDITURES...........cccvveeene

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES..............

OTHER FINANCING SOURCES (USES):
BONA ProCEEAS .......oeeevivicee e
TranSTEIS-IN ......oovviiiiee et eeenaeas
TranSfErS-0UL .......coooeiiiiiiiirirreeee e
TOTAL OTHER FINANCING SOURCES (USES)...........

NET CHANGE IN FUND BALANCES........ccoccciiiiieieee e

BUDGETARY FUND BALANCES
(DEFICITS), JULY L.ttt

BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ...civiiiiiiieeieee e

170

STATE PROJECTS GENERAL OBLIGATIONS

VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
7
20,523
20,530
23,808 21,617 $ 2,191
23,808 21,617 $ 2,191
(1,087)
(1,087)
1,128
41



HIGHWAY CAPITAL IMPROVEMENTS
GENERAL OBLIGATIONS

HIGHER EDUCATION CAPITAL FACILITIES
GENERAL OBLIGATIONS

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ — $ —
1,327 62
_ 79,303
1,327 79,365
153,560 149,492 $ 4,068 $ 97,668 91,220 $ 6,448
153,560 149,492 $ 4,068 $ 97,668 91,220 $ 6,448
(148,165) (11,855)
13,554 7,329
139,727 —
153,281 7,329
5,116 (4,526)
9,821 11,965
$ 14,937 $ 7,439

(continued)
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STATE OF OHIO

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

NONMAJOR DEBT SERVICE FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

(continued)
COMMON SCHOOLS CAPITAL FACILITIES
GENERAL OBLIGATIONS
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
Motor Vehicle FUEI TAXES ......veeeeeieeeeeeeeeeeeeee e $ —
Licenses, Permits and FEES .........ccoevvvvrrvvrvrrrieeeiieieeeeeeeeeen —
INVESIMENT INCOME ...covniiecee e 90
(@1 1= S 91,860
TOTAL REVENUES. ..ottt 91,950
BUDGETARY EXPENDITURES:
DEBT SERVICE......cc oottt $ 108,298 108,298 —
TOTAL BUDGETARY EXPENDITURES..........cccoeeeeeeeens $ 108,298 108,298 —
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. (16,348)
OTHER FINANCING SOURCES (USES):
BONA ProCEEAS .......oeeevivicee e 30,662
TranSTErS-iN ......coovviiiiiiee e eeanaaas —
TranSTEIS-0UL.........ccoieiiiiiiririeereeee e —
TOTAL OTHER FINANCING SOURCES (USES)........... 30,662
NET CHANGE IN FUND BALANCES......ccccvviveiieieeeeeeeeeee, 14,314
BUDGETARY FUND BALANCES
(DEFICITS), JULY Luiiiiiiiieeiiie et eeee e e e iee e sneee e 192
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ...ccvieeeiiieeciieeeieeeesiiee s seee e sneeee s $ 14,506

172



CONSERVATION PROJECTS GENERAL OBLIGATIONS TOTAL

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET

POSITIVE/ POSITIVE/

FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ — $ 7,901
— 1,258
8 2,130
3,721 337,854
3,729 349,143

9,744 4,717 $ 5,027 $ 593,001 557,483 $ 35,518
9,744 4,717 $ 5,027 $ 593,001 557,483 $ 35,518

(988) (208,340)
1,992 57,502
— 139,727
1,992 197,229
1,004 (11,111)
36 60,011
$ 1,040 $ 48,900
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NONMAJOR CAPITAL PROJECTS FUNDS

The Capital Projects Funds account for the acquisition and construction of major capital facilities
other than those financed by proprietary funds and trust funds.

The Infrastructure Bank Obligations Fund
accounts for revenue bond proceeds that fi-
nance various highway construction projects
sponsored by the Department of Transporta-
tion.

The Mental Health/Mental Retardation Facili-
ties Improvements Fund accounts for special
obligation bond proceeds that finance the con-
struction of mental health/mental retardation
facilities.

The Parks and Recreation Improvements
Fund accounts for special obligation bond pro-
ceeds that finance the capital improvement of
parks and recreation facilities.

The Administrative Services Building Im-
provements Fund accounts for special obliga-
tion bond proceeds that finance capital im-
provements for the Department of Administra-
tive Services.

The Youth Services Building Improvements
Fund accounts for special obligation bond pro-
ceeds that finance capital improvements for the
Department of Youth Services.

The Transportation Building Improvements
Fund accounts for special obligation bond pro-
ceeds that finance capital improvements for the
Department of Transportation.

The Adult Correctional Building Improve-
ments Fund accounts for special obligation
bond proceeds that finance capital improve-
ments for the Department of Rehabilitation and
Correction.

The Highway Safety Building Improvements
Fund accounts for special obligation bond pro-
ceeds that finance capital improvements for the
Department of Public Safety.

The Ohio Parks and Natural Resources Fund
accounts for general obligation bond proceeds
that finance capital improvements for state and
local parks and other natural resources-related
projects.

The Highway Capital Improvement Fund ac-
counts for general obligation bond proceeds
that finance capital improvements to the state
highway system.
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STATE OF OHIO

COMBINING BALANCE SHEET
NONMAJOR CAPITAL PROJECTS FUNDS
JUNE 30, 2004

(dollars in thousands)

MENTAL HEALTH/

MENTAL
INFRASTRUCTURE RETARDATION PARKS AND
BANK FACILITIES RECREATION
OBLIGATIONS IMPROVEMENTS IMPROVEMENTS
ASSETS:
Cash Equity with Treasurer ........................ $ 92,674 $ 13,156 $ 13,611
Collateral on Lent Securities. . . ..............c.c...... 37,387 5,308 5,491
TOTAL ASSETS . ... . $ 130,061 $ 18,464 $ 19,102
LIABILITIES AND FUND BALANCES:
LIABILITIES:
AccountsPayable. . ............. ... ... .. . .. $ 4,584 $ 2,113 $ 935
Obligations Under Securities Lending . ............... 37,387 5,308 5,491
TOTAL LIABILITIES . ... . et 41,971 7,421 6,426
FUND BALANCES:
Reserved for:
Encumbrances . .. ......c.iii i 101,514 45,833 16,314
Unreserved/Undesignated (Deficits). . ................ (13,424) (34,790) (3,638)
TOTAL FUNDBALANCES ... ... it 88,090 11,043 12,676
TOTAL LIABILITIES AND FUND BALANCES... $ 130,061 $ 18,464 $ 19,102
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ADMINISTRATIVE YOUTH ADULT HIGHWAY OHIO PARKS
SERVICES SERVICES TRANSPORTATION CORRECTIONAL SAFETY AND
BUILDING BUILDING BUILDING BUILDING BUILDING NATURAL

IMPROVEMENTS IMPROVEMENTS IMPROVEMENTS IMPROVEMENTS IMPROVEMENTS RESOURCES

$ 80,040 $ 10,359 $ 28 $ 44,160 $ 2,455 19,295

32,291 4,179 11 17,816 990 7,784

$ 112,331 $ 14,538 $ 39 $ 61,976 $ 3,445 27,079

$ 6,546 $ — $ - $ 6,830 $ 357 2,550

32,291 4,179 11 17,816 990 7,784

38,837 4,179 11 24,646 1,347 10,334

81,885 3,984 63 34,986 2,286 18,567

(8,391) 6,375 (35) 2,344 (188) (1,822)

73,494 10,359 28 37,330 2,098 16,745

$ 112,331 $ 14,538 $ 39 $ 61,976 $ 3,445 27,079
(continued)
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STATE OF OHIO

COMBINING BALANCE SHEET
NONMAJOR CAPITAL PROJECTS FUNDS
JUNE 30, 2004

(dollars in thousands)
(continued)

ASSETS:

Cash Equity with Treasurer . .......................
Collateral on Lent Securities. . . .....................

TOTALASSETS. ... .. ...

LIABILITIES AND FUND BALANCES:

LIABILITIES:
AccountsPayable. . ........... .. ... ... ... .. . ...
Obligations Under Securities Lending . ...............

TOTAL LIABILITIES .. ... ..

FUND BALANCES:
Reserved for:

Encumbrances . ......... . ...
Unreserved/Undesignated (Deficits). . ................

TOTAL FUNDBALANCES ......................
TOTAL LIABILITIES AND FUND BALANCES. ..

178

HIGHWAY
CAPITAL
IMPROVEMENT TOTAL
$ 151,465 427,243
61,106 172,363
$ 212,571 599,606
$ 11,227 35,142
61,106 172,363
72,333 207,505
264,732 570,164
(124,494) (178,063)
140,238 392,101
$ 212,571 599,606
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STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

NONMAJOR CAPITAL PROJECTS FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

MENTAL HEALTH/

MENTAL
INFRASTRUCTURE RETARDATION PARKS AND
BANK FACILITIES RECREATION
OBLIGATIONS IMPROVEMENTS IMPROVEMENTS
REVENUES:
Sales, Servicesand Charges . .. ...t $ — $ 17 $ —
InvestmentIncome . ... .. . . .. e 729 292 31
Other. . . — 69 49
TOTAL REVENUES . . oo e e 729 378 80
EXPENDITURES:
CAPITAL OUTLAY ottt e e e e e e e e e 99,182 23,762 25,927
DEBT SERVICE . .ottt ittt e — — —
TOTAL EXPENDITURES . .\ttt e e e i i i e e 99,182 23,762 25,927
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . ... ...ttt (98,453) (23,384) (25,847)
OTHER FINANCING SOURCES (USES):
Bonds Issued . ......... .. 113,765 — 25,000
Bond Premiums . ... e 6,235 — —
Transfers-out .. ........ .. — — —
TOTAL OTHER FINANCING SOURCES (USES). . . . . oo v v v v e et 120,000 — 25,000
NET CHANGE INFUND BALANCES . ... ...t 21,547 (23,384) (847)
FUND BALANCES (DEFICITS), JULY 1 . . oottt i e e i 66,543 34,427 13,523
FUND BALANCES,JUNE 30............. ... ... it $ 88,00 $ 11,043 $ 12,676
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ADMINISTRATIVE YOUTH ADULT HIGHWAY OHIO PARKS
SERVICES SERVICES TRANSPORTATION CORRECTIONAL SAFETY AND
BUILDING BUILDING BUILDING BUILDING BUILDING NATURAL

IMPROVEMENTS IMPROVEMENTS IMPROVEMENTS IMPROVEMENTS IMPROVEMENTS RESOURCES

$ — $ — $ — $ — $ — $ —

763 170 1 206 11 174
106 — — 2 — 1
869 170 1 208 11 175
91,007 6,876 41 54,290 15,344 17,766
— 880 — — — —
91,007 7,756 41 54,290 15,344 17,766
(90,138) (7,586) (40) (54,082) (15,333) (17,591)
174,267 — — 57,400 9,971 —
— — — 2,634 — —
(271) — — — — —
173,996 — — 60,034 9,971 —
83,858 (7,586) (40) 5,952 (5,362) (17,591)
(10,364) 17,945 68 31,378 7,460 34,336
$ 73494 $ 10,359  $ 28 $ 37,330 $ 2,098 $ 16,745

(continued)
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STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

NONMAJOR CAPITAL PROJECTS FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)
(continued)

HIGHWAY
CAPITAL
IMPROVEMENT TOTAL
REVENUES:
Sales, Servicesand Charges . . . ......... .. ... . .. ... $ —_— 17
Investment INnCome . . .. ... . 920 3,297
(] 1 = 15 242
TOTAL REVENUES . . . . ... e e e e 935 3,556
EXPENDITURES:
CAPITAL OUTLAY . o e s e e e e e e e e e e e e e i 110,371 444 566
DEBT SERVICE . . ... . e e e e e e e e — 880
TOTAL EXPENDITURES . . ... . e e e e 110,371 445,446
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . ... ..o\ttt (109,436) (441,890)
OTHER FINANCING SOURCES (USES):
Bonds ISSUEd . ... ..o 160,000 540,403
Bond Premiums . ... ... —_— 8,869
Transfers-out . . ... — (271)
TOTAL OTHER FINANCING SOURCES (USES). . . . .. ..o v it 160,000 549,001
NET CHANGE IN FUND BALANCES . .. ... .. i e i i e e 50,564 107,111
FUND BALANCES (DEFICITS), JULY 1 . . ... e e e e e 89,674 284,990
FUND BALANCES,JUNE 30 ............................ $ 140,238 392,101
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STATE OF OHIO

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

NONMAJOR CAPITAL PROJECTS FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

INFRASTRUCTURE BANK OBLIGATIONS

VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
Sales, Services and Charges.........ccocevvveevvveeieeiee e e $ —
Federal GOVErNMENt.........ccooviviiiiicee e —
INVESIMENT INCOME ...ceviiieeeeeeeeeee e 1,215
OBNET ..t
TOTAL REVENUES.........ooi ittt 1,215
BUDGETARY EXPENDITURES:
CAPITAL OQUTLAY ettt $ 231,713 205,890 $ 25,823
DEBT SERVICE......cc oottt — — —
TOTAL BUDGETARY EXPENDITURES........c.ccceeeeeeeeen. $ 231,713 205,890 $ 25,823
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. (204,675)
OTHER FINANCING SOURCES (USES):
BONA ProCEEAS ......eeviiiieeeeeiee et 120,000
TrANSTEIS=IN .ovvviiiiiiiiieiee e —
=10 ) (ST o 11 | R —
TOTAL OTHER FINANCING SOURCES (USES)........... 120,000
NET CHANGE IN FUND BALANCES........cccoooeeveeeeeeeeeeeiiinn, (84,675)
BUDGETARY FUND BALANCES
(DEFICITS), JULY 1 (as restated)......ccccceeeiueieereeiiciieneenne (119,008)
Outstanding Encumbrances at Beginning of Fiscal Year 190,259
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ..ceovieeiiiieeeiiee e see e $ (13,424)

184



MENTAL HEALTH/MENTAL RETARDATION
FACILITIES IMPROVEMENTS

PARKS AND RECREATION IMPROVEMENTS

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ 17 $ —
414 164
39 22
470 186
111,613 71,560 $ 40,053 62,007 42,868 $ 19,139
111,613 71,560 $ 40,053 62,007 42,868 $ 19,139
(71,090) (42,682)
29 25,026
29 25,026
(71,061) (17,656)
17,246 (6,727)
18,137 20,745
$ (35,678) $ (3,638)
(continued)
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STATE OF OHIO

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

NONMAJOR CAPITAL PROJECTS FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

(continued)
ADMINISTRATIVE SERVICES BUILDING IMPROVEMENTS
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
Sales, Services and Charges.........ccocevvveevvveeieeiee e e $ —
Federal GOVErNMENt.........ccooviviiiiicee e —
INVESIMENL INCOME .....eviii e, 895
OtNET e 106
TOTAL REVENUES.........ooo oottt 1,001
BUDGETARY EXPENDITURES:
CAPITAL OQUTLAY et $ 263,894 185,478 $ 78,416
DEBT SERVICE......cc oottt — — —
TOTAL BUDGETARY EXPENDITURES........c.ccceeeeeeeeen. $ 263,894 185,478 $ 78,416
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. (184,477)
OTHER FINANCING SOURCES (USES):
BONA ProCEEAS ......eeviiiieeeeeiee et 174,267
TraANSTEIS-IN e 9,000
TranSfErsS-0UL........ccuviiiiiiei s (9,271)
TOTAL OTHER FINANCING SOURCES (USES)........... 173,996
NET CHANGE IN FUND BALANCES.......cccccvveveieeeeeeeeeeee, (10,481)
BUDGETARY FUND BALANCES
(DEFICITS), JULY 1 (as restated)......ccccceeeiueieereeiiciieneenne (62,831)
Outstanding Encumbrances at Beginning of Fiscal Year 64,184
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ..cooiieeiiiieeeiiee e siee e $ (9,128)
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YOUTH SERVICES BUILDING IMPROVEMENTS

TRANSPORTATION BUILDING IMPROVEMENTS

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ — $ —
253 1
253 1
36,526 13,103 $ 23,423 $ 111 105 $ 6
880 880 — — — —
37,406 13,983 $ 23,423 $ 111 $ 105 $ 6
(13,730) (104)
(13,730) (104)
5,979 (7
14,071 76
$ 6,320 $ (35)

(continued)
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STATE OF OHIO

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

NONMAJOR CAPITAL PROJECTS FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

(continued)
ADULT CORRECTIONAL BUILDING IMPROVEMENTS
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
Sales, Services and Charges.........ccocevvveevvveeieeiee e e $ —
Federal GOVErNMENt.........ccooviviiiiicee e —
INVESIMENL INCOME .....eviii e, 441
OFNET ..t —
TOTAL REVENUES.........ooo ittt 441
BUDGETARY EXPENDITURES:
CAPITAL OQUTLAY ettt $ 215,610 94,052 $ 121,558
DEBT SERVICE......cc oottt — — —
TOTAL BUDGETARY EXPENDITURES........c.ccceeeeeeeeen. $ 215,610 94,052 $ 121,558
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. (93,611)
OTHER FINANCING SOURCES (USES):
BONA ProCEEAS ......eeviiiieeeeeiee et 60,034
TrANSTEIS=IN ©ovvvieiiiiiiieieeeeeeee e —
TraNSTEIS-0UL........cceiiiieieee e —
TOTAL OTHER FINANCING SOURCES (USES)........... 60,034
NET CHANGE IN FUND BALANCES........cccoooeeveieeeeeeeeeiiinn, (33,577)
BUDGETARY FUND BALANCES
(DEFICITS), JULY 1 (as restated)......ccccceeeiueieereeiiciieneenne (18,729)
Outstanding Encumbrances at Beginning of Fiscal Year 54,287
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ..ceovieeiiiieeeiiee e see e $ 1,981
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HIGHWAY SAFETY BUILDING IMPROVEMENTS

OHIO PARKS AND NATURAL RESOURCES

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ — $ —
86 239
— 1
86 240
23,035 17,837 $ 5,198 $ 82,108 38,340 $ 43,768
23,035 17,837 $ 5,198 $ 82,108 38,340 $ 43,768
(17,751) (38,100)
9,971 —
6,500 —
(6,500) —
9,971 _
(7,780) (38,100)
(6,816) 15,683
14,408 19,648
$ (188) $ (2,769)

(continued)
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STATE OF OHIO

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES -- BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

NONMAJOR CAPITAL PROJECTS FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

(continued)
HIGHWAY CAPITAL IMPROVEMENT
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
Sales, Services and Charges.........ccocevvveevvveeieeiee e e $ —
Federal GOVErNMENt.........ccooviviiiiicee e —
INVESIMENT INCOME ...ceviiieeeeeeeeeee e 1,441
OFNET ..t —
TOTAL REVENUES.........ooo ittt 1,441
BUDGETARY EXPENDITURES:
CAPITAL OQUTLAY et $ 500,339 381,649 $ 118,690
DEBT SERVICE......cc oottt — — —
TOTAL BUDGETARY EXPENDITURES........c.ccceeeeeeeeeen. $ 500,339 381,649 $ 118,690
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. (380,208)
OTHER FINANCING SOURCES (USES):
BONA ProCEEAS ......eeviiiieeeeeiee et 160,016
TrANSTEIS=IN .ovvviiiiiiiiieiee e —
=10 ) (ST o 11 | R —
TOTAL OTHER FINANCING SOURCES (USES)........... 160,016
NET CHANGE IN FUND BALANCES........cccoooeeveeeeeeeeeeeiiinn, (220,192)
BUDGETARY FUND BALANCES
(DEFICITS), JULY 1 (as restated)......ccccceeeiueieereeiiciieneenne (83,998)
Outstanding Encumbrances at Beginning of Fiscal Year 179,722
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ..ceovieeiiiieeeiiee e see e $ (124,468)
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TOTAL

VARIANCE

WITH

FINAL

BUDGET BUDGET

POSITIVE/

FINAL ACTUAL (NEGATIVE)
$ 17
5,149
168
5,334

$ 1,526,956 1,050,882 $ 476,074

880 880 —

$ 1,527,836 1,051,762 $ 476,074
(1,046,428)
549,343
15,500
(15,771)
549,072
(497,356)
(259,208)
575,537
3 (381,027)
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AGENCY FUNDS

The Agency Funds account for resources the State holds in a purely custodial capacity (assets equal
liabilities) for individuals, private organizations, or other governments.

The Holding and Distribution Fund accounts
for assets held until such time that a determina-
tion has been made to refund amounts to the
individuals, private organizations, or other gov-
ernments.

The Centralized Child Support Collections
Fund accounts for assets temporarily held for
custodial parents.

The Retirement Systems Fund accounts for
assets held in the custody of the Treasurer of
State for the Ohio Public Employees Retirement
System, Ohio Police and Fire Pension Fund,
School Employees Retirement System of Ohio,
and State Teachers Retirement System of
Ohio. While legal custodian, the Treasurer of
State does not manage or provide investment
services to the foregoing retirement systems.

The Payroll Withholding and Fringe Benefits
Fund primarily accounts for assets held to lig-
uidate the State’s payroll withholding obliga-
tions.

The Other Fund accounts for assets held for

others, which are not accounted for in another
agency fund.
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STATE OF OHIO

COMBINING STATEMENT OF ASSETS AND LIABILITIES
AGENCY FUNDS

JUNE 30, 2004
(dollars in thousands)

CENTRALIZED
HOLDING AND CHILD SUPPORT RETIREMENT
DISTRIBUTION COLLECTIONS SYSTEMS
ASSETS:
Cash Equity With TreaSUrer.........ccvevvveveeiie e see e $ 11,441  $ — $ —
Cash and Cash Equivalents.............cccccuuvereiiiiiieeeeeiiiiieeeeene 417 79,687 —
Investments (at fair value):
U.S. Government and Agency Obligations..............cc.c....... — — 10,559,628
Common and Preferred StoCK..........coeevvviviiiiiiiieieieiiieeeeeen — — 58,552,590
Corporate Bonds and NOES..........ccoccvviieeiiiiiienee i — — 10,252,981
Foreign Stocks and Bonds...........ccccooviiiiiiiiiniiiieee e — — 25,408,093
Commercial Paper.........coooiiiiiiieiiiiiiee e esiree e — — 2,038,838
Repurchase AQreemeNntsS...........eeeeeiiiieiieeeeiniiieee e — — 52,100
Mutual FUNAS......cuveiiiiiicceeeeeee e — — 7,961,507
REAI ESTALE.....uueiiiiieie e — — 9,729,581
Venture Capital.........occveieieiieiiiieie e — — 1,780,588
Direct Mortgage LOaNnS. ........cuveeieeeiiiiiiiee i — — 5,000,276
State Treasury Asset Reserve of Ohio (STAR Ohio)......... — 16,047 —
Collateral on Lent SECUNMLIES.......ccvviveeeiiieiieeeeeeee e 3,708 3,657 —
Other RECEIVADIES.......ccoiiiiiiiiieeeee e 3,323 — —
OthEr ASSEIS... .o i ittt — — —
TOTAL ASSETS....coeeee e $ 18,889 % 99,391  $ 131,336,182
LIABILITIES:
Obligations Under Securities Lending...........cccevevvevveiieennnnn $ 3,708 % 3,657 % —
Intergovernmental Payable............ccccoveviiiiiiieeiiec e 2,103 — —
Refund and Other Liabilities............ccuveiiiiiiiiiiiieeeeeee e, 13,078 95,734 131,336,182
TOTAL LIABILITIES...cvieiiiiiiiiieeeee et $ 18,889 % 99,391  $ 131,336,182
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PAYROLL
WITHHOLDING AND

FRINGE BENEFITS OTHER TOTAL
$ 85,840 $ 73,486 $ 170,767
15,695 33,437 129,236
— — 10,559,628
— — 58,552,590
— — 10,252,981
— — 25,408,093
— — 2,038,838
80 — 52,180
_ — 7,961,507
— — 9,729,581
— — 1,780,588
— — 5,000,276
— 16,899 32,946
34,734 204,909 247,008
— 2 3,325
— 424,455 424,455
$ 136,349 $ 753,188 $ 132,343,999
$ 34,734 $ 204,909 $ 247,008
357 68,853 71,313
101,258 479,426 132,025,678
$ 136,349 $ 753,188 $ 132,343,999
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STATE OF OHIO

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

AGENCY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

HOLDING AND DISTRIBUTION

ASSETS
Cash Equity with Treasurer ............cccccveveennn.
Cash and Cash Equivalents ..............ccccceeee..
Collateral on Lent Securities ...........cccvveeeennne
Other Receivables .............ccccoeeveicicivinininnns

Total ASSELS ....coovvevevviieeeeeeeeeeen

LIABILITIES
Obligations Under Securities Lending............
Intergovernmental Payable .............cccccooveens
Refund and Other Liabilities .............cccccocveee.

Total Liabilities ........ccceeeeeeeiieiiieiieiiinnn.

CENTRALIZED CHILD SUPPORT
COLLECTIONS

ASSETS
Cash and Cash Equivalents ..............ccccceee...
INVESIMENTS...ovviieiiiiiieeeeeeeeeee s
Collateral on Lent SecuritieS............cceeevevvnnnee.

Total ASSELS ....ccooveeevvieeeee e
LIABILITIES

Obligations Under Securities Lending............
Refund and Other Liabilities .............cccccvveen.

Total Liabilities .........ccoeeeeeeviiiiiiiiiiiiinn.

RETIREMENT SYSTEMS

ASSETS
INVEStMENTS .....ccveiiiiiii,

Total ASSELS ....cccoeveeeeeeeeeee e

LIABILITIES
Refund and Other Liabilities:
Liability to:
Public Employees Retirement System .......
Ohio Police and Fire Fund...............cc......
School Employees Retirement System ......
State Teachers Retirement System ...........

Total Liabilities ........ccceeeeeeeieeiiieiiiiiinn.
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BALANCE

JULY 1, 2003 BALANCE
(as restated) ADDITIONS DEDUCTIONS JUNE 30, 2004
$ 13,668 $ 1,031,511 $ 1,033,738 $ 11,441
7,523 5,860 12,966 417
3,712 3,708 3,712 3,708
1,100 3,404 1,181 3,323
$ 26,003 $ 1,044,483 $ 1,051,597 $ 18,889
$ 3,712 $ 3,708 $ 3,712 $ 3,708
9,247 70,869 78,013 2,103
13,044 956,555 956,521 13,078
$ 26,003 $ 1,031,132 $ 1,038,246 $ 18,889
$ 90,609 $ 2,140,661 $ 2,151,583 $ 79,687
23,130 — 7,083 16,047
5,004 3,657 5,004 3,657
$ 118,743 $ 2,144,318 $ 2,163,670 $ 99,391
$ 5,004 $ 3,657 $ 5,004 $ 3,657
113,739 2,140,661 2,158,666 95,734
$ 118,743 $ 2,144,318 $ 2,163,670 $ 99,391
$ 110,352,184 $ 209,697,918 $ 188,713,920 $ 131,336,182
$ 110,352,184 $ 209,697,918 $ 188,713,920 $ 131,336,182
$ 47,493,068 $ 47,129,789 $ 35,456,807 $ 59,166,050
7,557,087 19,097,884 17,624,754 9,030,217
7,435,098 87,911,517 86,866,560 8,480,055
47,866,931 55,558,728 48,765,799 54,659,860

$ 110,352,184

$ 209,697,918

$ 188,713,920

$ 131,336,182




BALANCE
JULY 1, 2003

BALANCE

(as restated) ADDITIONS DEDUCTIONS JUNE 30, 2004
PAYROLL WITHHOLDING AND
FRINGE BENEFITS
ASSETS
Cash Equity with Treasurer .........c..cccccveveennn. $ 84,388 $ 2,395,656 $ 2,394,204 $ 85,840
Cash and Cash Equivalents ..............cccceee.. 13,240 359,558 357,103 15,695
INVESTMENES.. ..ot e, 98 80 98 80
Collateral on Lent SecuritieS.............ceeevevvnnnee. 29,435 34,734 29,435 34,734
Other Receivables..........ccccoovieiiiiiiniicenenn 100 1,763 1,863 —
Total ASSELS ..oovvvveieeeeeeeeeeeeeeeeeeecaiee $ 127,261 $ 2,791,791 $ 2,782,703 $ 136,349
LIABILITIES
Obligations Under Securities Lending............ $ 29,435  $ 34,734  $ 29,435  $ 34,734
Intergovernmental Payable .............cccccooveens 359 419,251 419,253 357
Refund and Other Liabilities ...........ccccvvvvveee. 97,467 1,798,198 1,794,407 101,258
Total Liabilities ..........cooooevivieeiiiiriiinnes $ 127,261 $ 2,252,183 $ 2,243,095 $ 136,349
OTHER
ASSETS
Cash Equity with Treasurer ...........cccoccveveennn. $ 60,432 $ 1,758,178 $ 1,745,124 $ 73,486
Cash and Cash Equivalents...............cccceeeennn. 135,179 23,121,498 23,223,240 33,437
INVESTMENLES ..., 18,350 1,352 2,803 16,899
Collateral on Lent Securities...........cceeeeeevvnnnnns 159,216 204,909 159,216 204,909
Other Receivables 56 27 81 2
Other ASSELS .....cooii et 426,474 148,359 150,378 424,455
Total ASSELS .oovvveeieeeeeeeeeee s $ 799,707 $ 25,234,323 $ 25,280,842 $ 753,188
LIABILITIES
Obligations Under Securities Lending............ $ 159,216 $ 204,909 $ 159,216 $ 204,909
Intergovernmental Payable .............cccccooveens 57,205 1,744,969 1,733,321 68,853
Refund and Other Liabilities ............cccvvvvveees 583,286 23,284,337 23,388,197 479,426
Total Liabilities ..........cooooevivieeeiiiriiinnes $ 799,707 $ 25,234,215 $ 25,280,734 $ 753,188
TOTAL AGENCY
ASSETS
Cash Equity with Treasurer..........c..ccoccvveveennn. $ 158,488 $ 5,185,345 $ 5,173,066 $ 170,767
Cash and Cash Equivalents...............ccceeeenn. 246,551 25,627,577 25,744,892 129,236
INVESTMENLES ..o, 110,393,762 209,699,350 188,723,904 131,369,208
Collateral on Lent Securities...........cceeveeevvnnnnns 197,367 247,008 197,367 247,008
Other Receivables .............cccvveeeeeeieeeieeiiiin, 1,256 5,194 3,125 3,325
Other ASSELS .....coooeeeeeeeteerreeeee e 426,474 148,359 150,378 424,455
Total ASSELS .oovvveeieeeeeeeeeee s $ 111,423,898 $ 240,912,833 $ 219,992,732 $ 132,343,999
LIABILITIES
Obligations Under Securities Lending............ $ 197,367 % 247,008 % 197,367 % 247,008
Intergovernmental Payable ............................ 66,811 2,235,089 2,230,587 71,313
Refund and Other Liabilities 111,159,720 237,877,669 217,011,711 132,025,678
Total Liabilities .........coooeveviviiieiiiriiiees $ 111,423,898 $ 240,359,766 $ 219,439,665 $ 132,343,999
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NONMAJOR DISCRETELY PRESENTED COMPONENT UNIT FUNDS

The Nonmajor Discretely Presented Component Unit Funds account for the financial activities of
the State of Ohio’s component units, organizations that are legally separate from the State’s primary
government and for which the primary government is financially accountable.

The Arts and Sports Facilities Commission
Fund accounts for the Arts and Sports Facilities
Commission’s operations, including the con-
struction of arts and sports facilities at the state
and local level.

The SchoolNet Commission Fund accounts
for the SchoolNet Commission’s operations,
including programs designed to assist Ohio’s
public schools acquire and maximize the use of
educational technology.

The Air Quality Development Authority Fund
accounts for the Air Quality Development Au-
thority’s operations, including programs that as-
sist Ohio’s businesses, government agencies,
and not-for-profit organizations with financing
projects that increase energy efficiency and re-
duce air pollution.

The Ohio University Fund accounts for the
operations of Ohio University, Ohio University
Foundation, and Ohio University Osteopathic
Medical Center, Inc. The university is located in
Athens, Ohio.

The Miami University Fund accounts for the
operations of Miami University and the Miami
University Foundation. The university is located
in Oxford, Ohio.

The University of Akron Fund accounts for
the operations of the University of Akron, the
University of Akron Foundation, and the Univer-
sity of Akron Research Foundation.

The Bowling Green State University Fund
accounts for the operations of Bowling Green
State University and the Bowling Green State
University Foundation.

The Kent State University Fund accounts for

the operations of Kent State University and the
Kent State University Foundation.
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The University of Toledo Fund accounts for
the operations of the University of Toledo and
the University of Toledo Foundation.

The Cleveland State University Fund ac-
counts for the operations of Cleveland State
University and the Cleveland State University
Foundation.

The Youngstown State University Fund ac-
counts for the operations of Youngstown State
University, the Youngstown State University
Foundation, and the University Housing Corpo-
ration.

The Wright State University Fund accounts
for the operations of Wright State University
and the Wright State University Foundation.
The university is located in Dayton, Ohio.

The Shawnee State University Fund accounts
for the operations of Shawnee State University
and the Shawnee State University Development
Foundation. The university is located in Ports-
mouth, Ohio.

The Central State University Fund accounts
for the operations of Central State University
and the Central State University Foundation.
The university is located in Wilberforce, Ohio.

The Medical College of Ohio Fund accounts
for the operations of the Medical College of
Ohio at Toledo, the Medical College of Ohio at
Toledo Foundation, and the college’s hospital.

The Terra State Community College Fund
accounts for the operations of Terra State
Community College and Terra College Founda-
tion. The college is located in Fremont, Ohio.

The Columbus State Community College
Fund accounts for the operations of Columbus
State Community College and the Columbus
State Community College Development Foun-
dation, Inc.



The Clark State Community College Fund
accounts for the operations of Clark State
Community College and the Clark State Com-
munity College Foundation. The college is lo-
cated in Springfield, Ohio.

The Edison State Community College Fund
accounts for the operations of Edison State
Community College and the Edison Foundation,
Inc. The college is located in Piqua, Ohio.

The Southern State Community College
Fund accounts for the operations of Southern
State Community College and the Southern
State Community College Foundation. The col-
lege is located in Hillsboro, Ohio.

The Washington State Community College
Fund accounts for the operations of Washing-
ton State Community College and the Washing-
ton State Foundation. The college is located in
Marietta, Ohio.

The Cincinnati State Community College
Fund accounts for the operations of Cincinnati
State Community College.

The Northwest State Community College
Fund accounts for the operations of Northwest
State Community College and the Northwest
State Community College Foundation. The col-
lege is located in Archbold, Ohio.

The Owens State Community College Fund
accounts for the operations of Owens State
Community College and the Owens State
Community College Foundation. The college is
located in Toledo, Ohio.
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STATE OF OHIO

COMBINING STATEMENT OF NET ASSETS

NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS

JUNE 30, 2004

(dollars in thousands)

ASSETS:
CURRENT ASSETS:
Cash Equity With TreaSUIer.........cccvieiiiiiiiiieeiiee e
Cash and Cash Equivalents..
INVESTMENTS. ...eiiii ittt e e
Collateral On Lent SECUNLIES. ......cvvevieieeriieeie e eee e nees
Intergovernmental Receivable..
Loans Receivable, Net...........ccccee.e..
Receivable from Primary Government..
Other Receivables..........c.ccccoeueee.
Inventories..........
OthEI ASSELS.....viiiiiieie ettt e e sre e e et ae e s ear e e e snaee s
TOTAL CURRENT ASSETS....oiiiiieiiiiiiiiee e iiieeee e e sieene e e s sniinees
NONCURRENT ASSETS:
Restricted Assets:
Cash and Cash EqQUIValents...........ccoccovrieeinineneee e
Investments...........cccueeeeenn.
Investments..............
Loans Receivable, Net.
Other ReCEIVADIES.........ccuiiiiiie et
OthEI ASSEES .. utiie ittt ettt e et e st e e e nabee s
Capital Assets Being Depreciated, Net.
Capital Assets Not Being Depreciated............ccocveeiiiieeniieeeiieeeennn.
TOTAL NONCURRENT ASSETS.....coiiiiiieieriesieeee e

TOTAL ASSETS

CURRENT LIABILITIES:
ACCOUNES Payable........ccooiiiiiiiiiiie e
Accrued Liabilities..
Obligations Under Securities Lending
Intergovernmental Payable................
Unearned REVENUE. ........ccueiiiiiiiiieie ettt
Refund and Other Liabilities...........cccevviriiiiiiiieieie e
Bonds and Notes Payable...........
TOTAL CURRENT LIABILITIES......oitiiiieieniesiceee e
NONCURRENT LIABILITIES:
Intergovernmental Payable............cccocoviiiiinice e
Unearned REVENUE. ........ccuuiiiiiieiieeie ettt
Refund and Other Liabilities..
Bonds and Notes Payable.....
Certificates of Participation................

TOTAL NONCURRENT LIABILITIES.....ccoiiiiiiiiiieiieeeeeeeee
TOTAL LIABILITIES....coiieiieeiee e

NET ASSETS:
Invested in Capital Assets, Net of Related Debt.............ccceecvvieiiinnnne
Restricted for:
Federal ProgramsS.........coocueeaiiiieeiee st s e seeeesaee e
Coal Research and Development Program.............cccoccvveeeeeeenenne
Nonexpendable:
Scholarships and Fellowships...........cccocoeieiciciiniccc e
RESEAICN. ...t
Endowments and Quasi-Endowments............ccccceevevriveineneenns
Loans, Grants and Other College and University Purposes.......
Expendable:
Scholarships and Fellowships.
Research........ccccoevvvieeiieene
Instructional Department Uses
Student and Public Services...
Academic Support.............
Debt Service.........
Capital Purposes
Endowments and Quasi-Endowments............ccocceeveerreinennenns
Current Operations .
Loans, Grants and Other College and University Purposes.......
unrestricted (DEfICILS)......uiiiiiiiiiieiiiieciee e

TOTAL NET ASSETS....cciiiiiiiiiicicci s
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ARTS AND OHIO AIR QUALITY
SPORTS DEVELOPMENT
FACILITIES SCHOOLNET AUTHORITY
COMMISSION COMMISSION (as of 12/31/03)
5249 $ 8654 $ 6,706
— — 2,120
2,118 3,491 _
— 384 —
— — 11
4 2 3
7,371 12,531 8,840
48,553 937 26
11,858 — —
60,411 937 26
67,782 13,468 8,866
9,034 260 185
35 226 28
2,118 3,491 —
— — 12
5 51 4
11,192 4,028 229
61 497 159
61 497 159
11,253 4,525 388
60,411 937 26
— 110 —
— — 4,518
(3,882) 7,896 3,934
56,529 $ 8,943 $ 8,478




UNIVERSITY BOWLING GREEN KENT UNIVERSITY
OHIO MIAMI OF STATE STATE OF
UNIVERSITY UNIVERSITY AKRON UNIVERSITY UNIVERSITY TOLEDO
— — — $ — — —
45,415 31,962 23,728 4,032 215,310 5,147
129,764 188,659 69,973 127,085 94,039 40,562
18,454 2,157 — — 1,745 4,615
2,895 2,771 1,772 1,133 — 2,439
3,331 6,626 — 478 1,108 851
29,363 9,508 26,938 12,412 16,969 17,198
2,779 3,161 1,100 4,195 1,494 383
19,287 1,345 8,241 171 3,588 2,780
251,288 246,189 131,752 149,506 334,253 73,975
48,756 2,572 — — — —
— — — 83,845 — 126,210
108,840 259,888 169,633 — 80,751 53,586
8,822 6,297 9,753 7,020 21,885 13,009
10,783 18,734 4,663 9,180 3,880 3,057
11,039 — 1,974 406 3,841 3,475
457,700 369,068 361,826 273,446 413,036 243,639
57,984 39,955 122,996 20,906 49,664 58,486
703,924 696,514 670,845 394,803 573,057 501,462
955,212 942,703 802,597 544,309 907,310 575,437
16,260 16,223 11,427 2,776 19,153 9,823
24,890 15,044 16,602 9,919 14,636 8,404
361 — — — — —
21,417 11,444 32,561 12,012 30,464 11,464
6,808 11,073 2,669 6,385 11,165 12,919
16,611 6,104 1,893 7,292 1,860 3,424
86,347 59,888 65,152 38,384 77,278 46,034
— — — 8,280 — —
— 2,699 1,064 — 2,115 —
28,886 22,683 30,032 6,620 25,483 13,609
193,107 87,109 196,496 80,638 270,715 155,349
— — 22,000 — — —
221,993 112,491 249,592 95,538 298,313 168,958
308,340 172,379 314,744 133,922 375,591 214,992
351,909 352,502 273,976 222,186 229,925 171,139
41,007 — — 29,628 109 7,200
875 — — 1,449 750 —
66,924 171,161 105,738 — 40,266 46,593
— — — 18,989 7,834 2,828
33,642 14,345 — 16,052 — 19,403
5,559 1,475 — 598 — —
32,700 8,036 — 204 — 5,665
5,332 2,177 — — — —
11,574 11,055 — — 38,917 —
— — 719 396 — 2,202
7,900 2,130 13,652 8,956 — 4,581
13,765 — — — — 28,281
9,406 — 58,494 — — 8,019
7,671 42,160 802 12,273 23,317 23,037
58,608 165,283 34,472 99,656 190,601 41,497
646,872 770,324 487,853 $ 410,387 531,719 360,445

(continued)
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STATE OF OHIO

COMBINING STATEMENT OF NET ASSETS

NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS

JUNE 30, 2004
(dollars in thousands)
(continued)

ASSETS:
CURRENT ASSETS:
Cash Equity With TreaSUIer.........cccvieiiiiiiiiieeiiee e
Cash and Cash Equivalents..
INVESTMENTS. ...eiiiiiiiie e e e
Collateral 0N Lent SECUNLIES. ......cvvevieiieriieeie e nees
Intergovernmental Receivable..
Loans Receivable, Net...........ccceeee.
Receivable from Primary Government..
Other Receivables..........c.ccccoeueeee.
Inventories..........
OthEI ASSELS.....viiiiiiiii et cce ettt et e e e et e e s enreeeenree s
TOTAL CURRENT ASSETS....oiiiiiiiiiiiiiee e seiiieee e sieen e e e
NONCURRENT ASSETS:
Restricted Assets:
Cash and Cash EqQUIValents...........ccoccovrieeinineneee e
Investments...........cccueeeeenn.
Investments..............
Loans Receivable, Net.
Other RECEIVADIES.........ccviiiiie ittt
OthEI ASSEES....utiie ittt ettt et e s nnb e e e anbee s
Capital Assets Being Depreciated, Net.
Capital Assets Not Being Depreciated............ccocveeiiiieeniieeineeeennn.
TOTAL NONCURRENT ASSETS.....coiiiiiiiieriesieeee e

TOTAL ASSETS

CURRENT LIABILITIES:
ACCOUNES Payable........ccooiiiiiiiiiiie e
Accrued Liabilities..
Obligations Under Securities Lending
Intergovernmental Payable................
Unearned REVENUE. ........ocuuiiiiiiiiieee ettt
Refund and Other Liabilities...........cccereiiieiiiiiieieie e
Bonds and Notes Payable...........
TOTAL CURRENT LIABILITIES.....coiiiiiieieieseeeeie e
NONCURRENT LIABILITIES:
Intergovernmental Payable............cccocoviiiiinice e
Unearned REVENUE. ........ccuuiiiiiieiieeie ettt
Refund and Other Liabilities..
Bonds and Notes Payable.....
Certificates of Participation................

TOTAL NONCURRENT LIABILITIES......ccooiiiiiiieeeeceeeee
TOTAL LIABILITIES....ciiieiiee e

NET ASSETS:
Invested in Capital Assets, Net of Related Debt.............ccceecvvieiiinnnne
Restricted for:
Federal ProgramsS.........cuocueeeiiiieeiee st siee s siee e iaee s seeeesbee e
Coal Research and Development Program.............cccoccvveeeeveenenne
Nonexpendable:
Scholarships and Fellowships...........cccooeieiciciiiicec e
RESEAICN. ...ttt
Endowments and Quasi-Endowments............ccccceeveevvsinennenns
Loans, Grants and Other College and University Purposes.......
Expendable:
Scholarships and Fellowships.
Research........ccccoevevieenieenne
Instructional Department Uses
Student and Public Services...
Academic Support.............
Debt Service.........
Capital Purposes
Endowments and Quasi-Endowments............ccccceeveerieeinennenns
Current Operations .
Loans, Grants and Other College and University Purposes.......
unrestricted (DEfICIES)......ueiiiiiiiiieiiiii et

TOTAL NET ASSETS....cciiiiiiiiici s

202

CLEVELAND YOUNGSTOWN WRIGHT
STATE STATE STATE
UNIVERSITY UNIVERSITY UNIVERSITY
4,608 17,449 43,755
43,255 16,527 8,820
— 1,387 6,538
1,694 513 3,017
1,890 1,727 3,272
14,141 5,657 13,390
278 1,905 769
1,520 944 15,079
67,386 46,009 94,640
40,604 134,669 —
46,456 19,304 105,111
10,403 2,376 16,162
2,827 3,668 6,854
732 709 1,245
191,546 142,728 224,207
61,599 17,364 3,700
354,167 320,818 357,279
421,553 366,827 451,919
3,859 1,220 9,802
4,639 6,797 6,636
7,928 3,216 38,814
4,514 2,801 11,326
985 835 1,707
21,925 14,869 68,285
20,747 9,624 9,032
51,227 34,629 13,622
71,974 44,253 22,654
93,899 59,122 90,939
242,138 129,093 211,422
— — 9,586
— — 441
18,564 30,160 —
— 414 14,250
2,777 1,547 14,193
86 523 5,976
3,186 2,948 10,392
374 1,644 1,025
1,463 — 1,156
— — 273
1,595 81 —
203 11,427 —
14,174 68 20,606
43,094 129,800 71,660
327,654 307,705 360,980




COLUMBUS

SHAWNEE CENTRAL MEDICAL TERRA STATE STATE CLARK STATE
STATE STATE COLLEGE COMMUNITY COMMUNITY COMMUNITY
UNIVERSITY UNIVERSITY OF OHIO COLLEGE COLLEGE COLLEGE
_ — $ — _ _ _
5,149 11,716 5,613 3,750 13,119 3,397
14,496 — — 1,782 56,335 8,668
— — — 237 — —
50 877 6,527 — — 78
34 — 296 25 1,281 444
3,308 a1 44,782 1,369 7,470 2,015
45 — 6,004 233 2,098 187
66 322 583 65 337 593
23,148 12,956 63,805 7,461 80,640 15,382
500 1,712 194 — 11,812 —
9,084 3,674 2,245 — 2,922 —
— — 79,845 668 — —
— 4,043 — — — —
279 243 — 19 — —
1,379 — 392 9% 283 —
47,960 53,459 144,843 18,938 76,793 21,478
18,585 917 6,379 302 33,621 1,284
77,787 64,048 233,898 20,023 125,431 22,762
100,935 77,004 297,703 27,484 206,071 38,144
569 3,415 13,588 691 4,560 491
2,265 5,809 22,893 411 642 427
— — — — — 8
673 2,266 2,062 269 10,663 673
938 172 5,054 577 3,511 179
330 149 — — 1,405 —
4,775 11,811 43,597 1,948 20,781 1,778
1,623 — 9,826 1,080 2,918 644
2,270 2,349 — — 22,700 —
3,893 2,349 9,826 1,080 25,618 644
8,668 14,160 53,423 3,028 46,399 2,422
63,945 52,355 150,541 18,400 96,064 22,689
1,646 — 650 — — _
130 — 12,360 843 3,610 5,525
3,491 1,496 2,307 — — —
1,151 — 4,466 192 — 173
127 — — 12 — 21
472 — — 37 — 616
190 — 8,319 3 — 37
590 — 2,603 — — —
173 — — 505 4,203 2,003
476 — — — — —
525 — — — — —
2,659 6,776 6,101 — — 68
16,692 2,217 56,933 4,464 55,795 4,590
92,267 62,844 $ 244,280 24,456 159,672 35,722

(continued)
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STATE OF OHIO

COMBINING STATEMENT OF NET ASSETS

NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS

JUNE 30, 2004
(dollars in thousands)
(continued)

ASSETS:
CURRENT ASSETS:
Cash Equity With TreaSUIer.........cccvieiiiiiiiiieeiiee e
Cash and Cash Equivalents..
INVESTMENTS. ...ttt e e e
Collateral 0N Lent SECUNLIES. ......cvveieerieeriieeie e nees
Intergovernmental Receivable..
Loans Receivable, Net...........ccceeee.
Receivable from Primary Government..
Other Receivables..........c.ccccoeueeee.
Inventories..........
OthEI ASSELS.....uiiiiiiie ettt ettt et e e e et e e s erreeeenrees
TOTAL CURRENT ASSETS....oiiiiieiiiiiiiie et e e seiiien e e e
NONCURRENT ASSETS:
Restricted Assets:
Cash and Cash EqQUIValents...........ccoccovrieeinineneee e
Investments...........ccceeeeenn.
Investments..............
Loans Receivable, Net.
Other ReCEIVADIES.........ccviiiiiie et
OtEI ASSELS....utiie ittt ettt st et e s nbb e e e anbee s
Capital Assets Being Depreciated, Net.
Capital Assets Not Being Depreciated............cccoeveeiriieeniiieeineeeeenn.
TOTAL NONCURRENT ASSETS.....coiiiiiiiieriesieeee e

TOTAL ASSETS

CURRENT LIABILITIES:
ACCOUNES Payable........ccooiiiiiiiiiiie e
Accrued Liabilities..
Obligations Under Securities Lending
Intergovernmental Payable................
Unearned REVENUE. ........cceiiiiiiiiieeie ettt
Refund and Other Liabilities...........ccceriiiieiiieiieiieie e,
Bonds and Notes Payable...........
TOTAL CURRENT LIABILITIES.....ccitiiiieieniesieeeeee e
NONCURRENT LIABILITIES:
Intergovernmental Payable............cccocoviiiiinice e
Unearned REVENUE. ........ccuuiiiiiieiieeie ettt
Refund and Other Liabilities..
Bonds and Notes Payable.....
Certificates of Participation................
TOTAL NONCURRENT LIABILITIES......cctviieeeeiiiieeeee e
TOTAL LIABILITIES...cii i e ettt e e

NET ASSETS:
Invested in Capital Assets, Net of Related Debt.............ccceecvvieiiinnnne
Restricted for:
Federal ProgramsS..........uccueeeiiiieeiee st siee e siee e
Coal Research and Development Program.............cccoccvveeveieenenne
Nonexpendable:
Scholarships and Fellowships..........ccccocoiiieiciciinciec e
RESEAICN. ...ttt
Endowments and Quasi-Endowments............ccccceeveenreineneenns
Loans, Grants and Other College and University Purposes.......
Expendable:
Scholarships and Fellowships.
Research........ccccoevevieenieenne
Instructional Department Uses
Student and Public Services...
Academic Support.............
Debt Service.........
Capital Purposes
Endowments and Quasi-Endowments............ccocceeveerreinennenns
Current OPErationS..........c.eeeeveeeiiieeeiiieesiieeesiee e e e .
Loans, Grants and Other College and University Purposes.......
unrestricted (DEfICIES)......ueiiuiiiiiiieiiiieeiee et

TOTAL NET ASSETS....cciiiiiiiiici s
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SOUTHERN WASHINGTON
EDISON STATE STATE STATE
COMMUNITY COMMUNITY COMMUNITY
COLLEGE COLLEGE COLLEGE

1,039 143 2,049

978 2,806 —

148 — _

— 7 —

— 168 —
3,167 1,266 2,058
204 134 111
111 34 14
5,647 4,558 4,232

140 — _
1,793 3,172 112

845 — —

155 — —
10,765 13,316 17,433
688 1,959 980
14,386 18,459 18,525
20,033 23,017 22,757
86 554 83
501 364 1,101
2,728 410 762
— 201 57

73 100 —
3,388 1,629 2,003
_ — 45
149 565 322

532 2,700 —
681 3,265 367
4,069 4,894 2,370
10,848 14,803 18,413
— — 112

69 128 —

180 33 —

— 791 —
890 — 489

60 — —
700 18 5
3,217 2,350 1,368
15,964 18,123 20,387




CINCINNATI NORTHWEST OWENS TOTAL

STATE STATE STATE NONMAJOR
COMMUNITY COMMUNITY COMMUNITY COMPONENT
COLLEGE COLLEGE COLLEGE UNITS
— % — 3 — 3 20,609
7,637 3,374 12,009 462,521
— 748 6,828 811,325
— — — 5,609
1,169 — 1,348 37,798
— — 121 23,894
1,161 — 4,206 27,282
4,018 914 15,783 231,678
15 219 991 26,305
97 6 2,620 57,812
14,097 5,261 43,906 1,704,833
9,236 732 — 75,654
— — — 408,330
— 2,008 — 926,935
222 — 687 100,679
— — — 64,342
510 — — 26,093
48,332 13,971 47,321 3,241,321
38,861 247 13,391 561,726
97,161 16,958 61,399 5,405,080
111,258 22,219 105,305 7,109,913
2,220 127 3,106 129,512
2,065 7 3,336 147,677
— — — 5,609
— — — 381
2,860 471 13,851 207,008
2,994 487 1,361 85,251
141 — — 42,909
10,280 1,092 21,654 618,347
— — 712 8,992
— — — 5,923
— 273 1,299 186,132
48,942 — — 1,162,385
— — — 22,000
48,942 273 2,011 1,385,432
59,222 1,365 23,665 2,003,779
46,344 14,145 60,712 2,814,923
— — — 110
— — — 4,518
— 529 — 90,467
— — — 3,515
— — 699 502,770
— — — 51,609
— 188 335 108,677
— — — 14,217
— 24 128 63,443
119 — — 12,587
— — — 72,714
— — — 6,783
— 249 — 46,028
— — — 55,531
— — — 76,504
222 105 107 160,869
5,351 5,614 19,659 1,020,869
52,036 $ 20,854 $ 81,640 $ 5,106,134
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STATE OF OHIO

COMBINING STATEMENT OF ACTIVITIES

NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

EXPENSES:
Primary, Secondary and Other Education................cccccouee...
Community and Economic Development............ccccceeevvneeen.
INtErgovErNMENTAl ........ooiviiiiieiie e
Education and General:
Instruction and Departmental Research..............c....cceeee..
Separately Budgeted Research............cccccooviiiieiiiiniienen.
PUDIIC SEIVICE......oiiiiiiiiiic e
ACAAEMIC SUPPOIL.....eeiiieiiiiiiiiee et e e
StUAENE SEIVICES. ....uvviiiiiiieeciiee e
INStitutional SUPPOIt.........cviiiiiiiiiiee e
Operation and Maintenance of Plant.............ccccccovvvineennn.
Scholarships and Fellowships
AUXIlIArY SEIVICES......eiiiiiieiiiie et
HOSPITAIS. ...t
Interest on Long-Term Debt........c.cccoiviiiiiiiiieeee

PROGRAM REVENUES:
Charges for Services, Fees, Fines and Forfeitures...............
Operating Grants, Contributions
and Restricted Investment INCOME.........cccvvvvvveeeeeeeeeeeeennnn.
Capital Grants, Contributions
and Restricted Investment INCOME.........cccvvvvvveeeeeeeeeeeeennn.

TOTAL PROGRAM REVENUES..........ccccoiie
NET PROGRAM (EXPENSE) REVENUE ........c.cccocviviiieiniienn.
GENERAL REVENUES:

Unrestricted Investment Income
State ASSIStANCE..........ccvvvvieeiiieeeeeeeeee e

CONTRIBUTIONS TO ENDOWMENTS AND
PERMANENT FUND PRINCIPAL.......cccciiiiiiiiceee

SPECIAL ITEMS....coiiiiiiiieiee e
CHANGE IN NET ASSETS....coiiiiiiiiiiiiiiiiiiiiieees
NET ASSETS, JULY 1 (as restated)
NET ASSETS, JUNE 30.....ccuuviiiiiiiiiiiiiiiieiieiiien,
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OHIO AIR QUALITY

ARTS AND DEVELOPMENT
SPORTS AUTHORITY
FACILITIES SCHOOLNET (for the year ended
COMMISSION COMMISSION 12/31/03)
554  $ 39,190 $ —
2,963 — 5,682
17,137 — —
1,339 561 2
21,993 39,751 5,684
98 833 302
83 723 9,813
181 1,556 10,115
(21,812) (38,195) 4,431
— — 53
— 34,015 —
— — 22
— 34,015 75
(21,812) (4,180) 4,506
78,341 13,123 3,972
56,529 $ 8,943 % 8,478




UNIVERSITY BOWLING GREEN KENT UNIVERSITY
OHIO MIAMI OF STATE STATE OF
UNIVERSITY UNIVERSITY AKRON UNIVERSITY UNIVERSITY TOLEDO

— — — $ — — $ —
174,626 138,529 106,092 102,289 151,453 120,917
29,896 7,874 18,688 5,835 14,936 16,268
18,171 1,795 14,898 8,448 14,144 4,736
47,792 30,176 25,388 34,120 33,524 30,326
24,246 21,042 11,282 23,123 23,346 18,848
41,438 35,012 41,991 27,466 34,516 25,480
37,165 25,800 20,083 17,902 30,401 16,263
14,996 11,209 16,851 12,655 13,088 13,038
58,122 87,108 34,844 59,920 70,559 47,513

2,662 — — — — —
5,023 2,268 6,342 4,497 8,166 5,901
29,150 24,746 26,594 17,715 27,269 16,011
23,541 8,084 1,602 1,578 1,703 1,811
506,828 393,643 324,655 315,548 424,005 317,112
330,132 273,069 169,811 212,480 312,955 181,998
44,166 41,049 79,604 31,712 — 60,188
5,612 5,418 1,297 8,794 — 965
379,910 319,536 250,712 252,986 312,955 243,151
(126,918) (74,107) (73,943) (62,562) (111,050) (73,961)
14,878 49,498 — 16,816 18,881 1,614
155,605 96,210 120,304 87,062 136,894 101,860
— — 1 87 16,352 431
170,483 145,708 120,305 103,965 172,127 103,905
12,860 6,565 4,496 — — 1,608
56,425 78,166 50,858 41,403 61,077 31,552
590,447 692,158 436,995 368,984 470,642 328,893
646,872 770,324 487,853 $ 410,387 531,719 $ 360,445

(continued)
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STATE OF OHIO

COMBINING STATEMENT OF ACTIVITIES

NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

(continued)

EXPENSES:
Primary, Secondary and Other Education................cccccouee...
Community and Economic Development............ccccceeevvneeen.
INtErgovErNMENTAl ......c.coiiiiiiiieiie e
Education and General:
Instruction and Departmental Research..............c..c.ccueee..
Separately Budgeted Research...........ccccccevviiieniiiniinenn.
PUDIIC SEIVICE.......iiiiiiiiiie e
ACAAEMIC SUPPOIL.....eeiiieiiiiiiiiee et e e
StUAENE SEIVICES. ....uvviiiiiiieeciiee e
INStitutional SUPPOIt.........cviiiiiiiiiiee e
Operation and Maintenance of Plant.............ccccccovvcvieeennn.
Scholarships and Fellowships
AUXIlIArY SEIVICES......eiiiiiieiiiie et
HOSPITAIS. ...t
Interest on Long-Term Debt........c.cccoiviiiiiiiiieeee

PROGRAM REVENUES:
Charges for Services, Fees, Fines and Forfeitures...............
Operating Grants, Contributions
and Restricted Investment INCOME.........cccvvvvvveeeeeeeeeeeeennnn.
Capital Grants, Contributions
and Restricted Investment INCOME.........cccvvvvvveeeeeeeeeeeeennn.

TOTAL PROGRAM REVENUES...........cccoii
NET PROGRAM (EXPENSE) REVENUE ........c.ccocoeviiieiniienn.
GENERAL REVENUES:

Unrestricted Investment Income
State ASSIStANCE...........cvvvieeeiieeeeeeeeeee e

CONTRIBUTIONS TO ENDOWMENTS AND
PERMANENT FUND PRINCIPAL......cccooiiiiiiiiiiiiies
SPECIAL ITEMS....coiiiiiiiieiee e
CHANGE IN NET ASSETS....coiiiiiiiiiiiiiiiiiiiiieees
NET ASSETS, JULY 1 (as restated)
NET ASSETS, JUNE 30.....ccuviiiiiiiiiiiiiiiiieiieiiien,
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CLEVELAND YOUNGSTOWN WRIGHT
STATE STATE STATE
UNIVERSITY UNIVERSITY UNIVERSITY

— $ — —
80,593 57,449 96,809
15,047 1,545 24,288
11,983 10,789 10,491
20,344 9,806 55,979
18,007 8,280 12,312
23,990 21,300 21,889
16,017 9,276 15,448
10,585 9,627 11,404
14,965 19,066 22,024
446 530 657
15,019 8,383 13,955
26 1,833 326
227,022 157,884 285,582
108,512 75,866 110,668
32,649 14,471 92,869
134 23,280 1,040
141,295 113,617 204,577
(85,727) (44,267) (81,005)
1,560 11,709 2,975
84,917 50,155 101,299
10,837 2,171 424
97,314 64,035 104,698

— 967 —
11,587 20,735 23,693
316,067 286,970 337,287
327,654 $ 307,705 360,980




COLUMBUS

SHAWNEE CENTRAL MEDICAL TERRA STATE STATE CLARK STATE
STATE STATE COLLEGE COMMUNITY COMMUNITY COMMUNITY
UNIVERSITY UNIVERSITY OF OHIO COLLEGE COLLEGE COLLEGE

13,722 7,109 45,442 5,944 54,165 5,468

— 886 18,611 — — —
3,360 8,084 1,200 2,016 4,798 2,163
2,367 5,666 6,951 511 3,678 933
3,313 4,705 2,066 938 9,380 1,808
5,135 6,437 11,775 2,775 14,939 3,331
3,694 4,461 9,270 1,397 12,140 2,124
8,706 7,267 1,224 651 9,992 1,358
3,881 6,531 2,986 1,041 9,872 2,861

— — 167,336 — — —

189 134 389 26 719 —
1,877 2,822 19,089 990 3,483 1,118

47 299 1,108 — — —
46,291 54,401 287,447 16,289 123,166 21,164
18,611 19,675 218,801 5,786 78,121 8,354
11,096 16,220 27,277 3,459 1,735 5,587
— — 8,533 113 29 84
29,707 35,895 254,611 9,358 79,885 14,025
(16,584) (18,506) (32,836) (6,931) (43,281) (7,139)
1,276 78 4,013 63 1,003 106
16,962 19,539 36,555 7,088 48,274 7,306
— — — — — 304
18,238 19,617 40,568 7,151 49,277 7,716
— — 39 — — 150

— — (2,769) — — —
1,654 1,111 5,002 220 5,996 727
90,613 61,733 239,278 24,236 153,676 34,995
92,267 62,844 244,280 24456  $ 159,672 $ 35,722

(continued)
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STATE OF OHIO

COMBINING STATEMENT OF ACTIVITIES
NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

(continued)
SOUTHERN WASHINGTON
EDISON STATE STATE STATE
COMMUNITY COMMUNITY COMMUNITY
COLLEGE COLLEGE COLLEGE
EXPENSES:
Primary, Secondary and Other Education.............cc.ccccceeune. $ — $ — —
Community and Economic Development............ccccceeevvneeen. — — —
IntergovernMental ...........ccooevviieee e — — —
Education and General:
Instruction and Departmental Research............c.ccccceeeee. 5,800 4,878 5,293
Separately Budgeted Research...........ccccccevviiieniiiniinenn. — — —
PUDIIC SEIVICE....uuuiieii e 738 1,079 —
ACAAEMIC SUPPOIL.....eeiiieiiiiiiiiee et e e 368 1,481 1,686
SHUAENT SEIVICES. ...uvveeiiieiiieeieee e eaaaens 1,593 1,071 1,441
INStitutional SUPPOIt.........cviiiiiiiiiiee e 3,559 1,287 3,411
Operation and Maintenance of Plant.............ccccccovvcvieeennn. 1,266 693 1,120
Scholarships and Fellowships 542 2,645 479
AUXIlIArY SEIVICES.......uviiieiiiiiiiiee et e e 825 2,935 1,396
HOSPITAIS. ...t — — —
Interest on Long-Term Debt........c.cccoiviiiiiiiiieeee 36 70 —
892 618 673
TOTAL EXPENSES.......co ottt 15,619 16,757 15,499
PROGRAM REVENUES:
Charges for Services, Fees, Fines and Forfeitures............... 8,230 8,160 4,868
Operating Grants, Contributions
and Restricted Investment INCOME.............ccceeeeeeviieeeeiiiinnns 611 3,900 4,567
Capital Grants, Contributions
and Restricted Investment INCOME.........cccvvvvvveeeeeeeeeeeeennn. 245 — —
TOTAL PROGRAM REVENUES...........ooo it 9,086 12,060 9,435
NET PROGRAM (EXPENSE) REVENUE ........cccccocevevevererenane. (6,533) (4,697) (6,064)
GENERAL REVENUES:
Unrestricted Investment Income — 76 12
State ASSIStANCE..........ccvvvvieeiiieeeeeeeeee e 6,722 6,123 5,371
(O] { =] T — — 1,531
TOTAL GENERAL REVENUES........ccoooiiiiiiiieeiieeeeeiis 6,722 6,199 6,914
CONTRIBUTIONS TO ENDOWMENTS AND
PERMANENT FUND PRINCIPAL..........coooeiiiiiieeeeeiiiies — 13 —
SPECIAL ITEMS ..o ettt e e — — —
CHANGE IN NET ASSETS...... oo 189 1,515 850
NET ASSETS, JULY 1 (as restated) 15,775 16,608 19,537
NET ASSETS, JUNE 30.....ccccviiiiiiiiiieeiiiiieeeeeiies $ 15,964 $ 18,123 20,387
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CINCINNATI NORTHWEST OWENS TOTAL

STATE STATE STATE NONMAJOR
COMMUNITY COMMUNITY COMMUNITY COMPONENT
COLLEGE COLLEGE COLLEGE UNITS

— $ — $ — $ 39,744
— — — 8,645
— — — 17,137
22,383 6,999 36,042 1,242,002
— — 223 154,097
2,088 936 2,265 124,182
3,440 585 3,144 318,265
4,908 1,488 5,971 199,168
10,685 3,164 11,687 351,267
4,007 1,186 8,160 237,873
1,064 916 4,430 153,627
— 1,862 6,549 454,860
1,451 — — 171,449
— 8 — 35,401
3,769 851 3,314 220,240
— 20 61 42,039
53,795 18,015 81,846 3,769,996
28,860 7,821 26,406 2,210,417
— 3,712 21,102 506,593
1,254 2 — 56,800
30,114 11,535 47,508 2,773,810
(23,681) (6,480) (34,338) (996,186)
52 74 418 125,155
27,572 7,361 40,236 1,197,430
— — 605 32,765
27,624 7,435 41,259 1,355,350
— — — 26,698
— — — (2,769)
3,943 955 6,921 383,093
48,093 19,899 74,719 4,723,041
52,036 $ 20,854 $ 81,640 $ 5,106,134
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STATE OF OHIO

COMBINING BALANCE SHEET

SCHOOL FACILITIES COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT
JUNE 30, 2004

(dollars in thousands)

SPECIAL REVENUE FUND

SCHOOL PUBLIC
BUILDING SCHOOL
ASSISTANCE BUILDING
ADMINISTRATION PROGRAM PROGRAM
ASSETS:
Cash Equity with Treasurer ........................ $ 2,738 $ 187,480 $ 109,064
Collateralon Lent Securities. . ..., 1,105 75,635 44,000
Intergovernmental Receivable .. .................... — — —
Other ASSetS. . ... oot e 27 — —
TOTAL ASSETS . ... . $ 3,870 $ 263,115 $ 153,064
LIABILITIES AND FUND BALANCES:
LIABILITIES:
AccountsPayable. . ........... .. ... ... ... .. ... ... $ 112 $ 4,707 $ 974
Accrued Liabilities. . . ......... .. . .. 202 — —
Obligations Under Securities Lending . ............... 1,105 75,635 44,000
Intergovernmental Payable. . ................. ... ... — 1,874,413 17,062
Deferred Revenue . ............. ..., — — —
TOTALLIABILITIES ...... .. . 1,419 1,954,755 62,036
FUND BALANCES:
Reserved for:
Encumbrances . .......... ... e 179 — 18,441
Loan COmMMItMENtS . . . ..ot vttt et et e e e et e — — 1,309
Other:
Prepaids. . ... .. 27 — —
Primary, Secondary and Other Education . . ... ........ — — 10,594
Unreserved/Designated for Compensated Absences. . . . . 43 — —
Unreserved/Undesignated (Deficits). . ................ 2,202 (1,691,640) 60,684
TOTAL FUND BALANCES (DEFICITS) ............ 2,451 (1,691,640) 91,028
TOTAL LIABILITIES AND FUND BALANCES... $ 3,870 $ 263,115 $ 153,064
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FEDERAL

EDUCATION SCHOOL
FACILITIES FACILITIES TOTAL
$ 68,375 $ — 3 367,657
27,585 — 148,325
— 6,704 6,704
— — 27
$ 95,960 $ 6,704 $ 522,713
$ 2,034 $ 9 s 7,836
— — 202
27,585 — 148,325
92,738 6,696 1,990,909
— 5,501 5,501
122,357 12,206 2,152,773
— 29 18,649
— — 1,309
— — 27
— — 10,594
— — 43
(26,397) (5,531) (1,660,682)
(26,397) (5,502) (1,630,060)
$ 95,960 $ 6,704 $ 522,713
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STATE OF OHIO

RECONCILIATION OF THE BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

SCHOOL FACILITIES COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT

JUNE 30, 2004
(dollars in thousands)

SCHOOL
FACILITIES
COMMISSION
TOtal FUNA BAIANCES......cocvieiieeee ettt e e e et e e e e e e e e e e e et seeeeeaeeaeeeeesbraraanans $ (1,630,060)
Total net assets reported for governmental activities in the Statement of Net Assets is different
because:
Capital assets used in governmental activities are not financial resources, and therefore, are not
reported in the funds. Those assets consist of:
Machinery and Equipment,
net of $78 accumulated dePreCiation...........occuuieiiiiei et sreee s 73
73
Some of the State's revenues are collected after year-end but are not available soon enough to pay
for the current period's (within 60 days of year-end) expenditures, and therefore, are deferred in the
funds.
(@)1 4 15T g R LTI STAVZ=1 o] [T 5,501
5,501
The following liabilities are not due and payable in the current period, and therefore, are not
reported in the funds.
Refund and Other Liabilities-Compensated ADSENCES...........ccoiiiiiiiiiiiaiiiiiee e (523)
B0 = 1B L= XYY <Y TR $ (1,625,009)
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STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

SCHOOL FACILITIES COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

SPECIAL REVENUE FUND

SCHOOL PUBLIC
BUILDING SCHOOL
ASSISTANCE BUILDING
ADMINISTRATION PROGRAM PROGRAM
REVENUES:
State ASSIStANCE. . ..ttt $ — $ 600,000 $ —
Sales, Servicesand Charges. .. ......... .. ... ... 6 — —
Federal Government. . . ........ .. — — —
Investment Income . . .. ... 61 2,248 1,414
O Nl . . — 191 1,408
TOTAL REVENUES . . . . ... . e e 67 602,439 2,822
EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education .................... 5,376 — —
INTERGOVERNMENTAL . . ... e e e e e e e e e e e e i — 305,198 10,693
TOTAL EXPENDITURES . .\ttt ettt 5,376 305,198 10,693
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . ..\ttt e e (5,309) 297,241 (7,871)
OTHER FINANCING SOURCES (USES):
Transfers-in. . .. ..o 6,192 — —
Transfers-out ... ... — — (6,192)
TOTAL OTHER FINANCING SOURCES (USES). . .. ... .......... 6,192 — (6,192)
NET CHANGES IN FUND BALANCES . ... ... i e e i i i 883 297,241 (14,063)
FUND BALANCES (DEFICITS), JULY 1 ..ottt e ee e 1,568 (1,988,881) 105,091
FUND BALANCES (DEFICITS),JUNE30................ $ 2451 $  (1,691,640) $ 91,028
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FEDERAL

EDUCATION SCHOOL
FACILITIES FACILITIES TOTAL
$ 20562  $ — $ 620,562
— — 6
— 15,695 15,695
1,018 — 4,741
— — 1,599
21,580 15,695 642,603
— 4,930 10,306
118,625 — 434,516
118,625 4,930 444,822
(97,045) 10,765 197,781
— — 6,192
— — (6,192)
(97,045) 10,765 197,781
70,648 (16,267) (1,827,841)
$ (26,397) $ (5502) $  (1,630,060)
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STATE OF OHIO

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES

TO THE STATEMENT OF ACTIVITIES

SCHOOL FACILITIES COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

SCHOOL
FACILITIES
—_COMMISSION __
Net Change in FUNG BaIANCES........ccciiiiiiiieiii ettt et $ 197,781
The change in net assets reported for governmental activities in the Statement of Activities is different
because:
Governmental funds report capital outlays as expenditures. However, in the Statement of Activities,
the cost of those assets is allocated over their estimated useful lives and reported as depreciation
expense.
Capital OULIAY EXPENSE. ... eeiieie ettt e e e ettt e e e e et bttt e e e e s saee e e e e e e ntaeeeeeeanbeeeaeanssneaaeaan 91
DEPreCiation EXPENSE. .......ueiii ittt e e e ettt e e e e ettt e e e e e et e et e e e e tae e e e e e e annre e e e e naaeeas (43)
Excess of Capital Outlay Over Depreciation EXPENSE. ........uiiiuiieiiiieeriiie e sire e 48
Revenues in the Statement of Activities that do not provide current financial resources are not
reported as revenues in the governmental funds. (10,845)
Expenses for compensated absences reported in the Statement of Activities are not reported as
expenditures in the governmental funds. (112)
Change iN NEE ASSEES ....iiuiiitiiiiitiee ettt h bt a bbbttt h e eb e e s bt et s b e et abeebe e bt ennennes $ 186,872
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STATE OF OHIO

COMBINING BALANCE SHEET

ARTS AND SPORTS FACILITIES COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT

JUNE 30, 2004

(dollars in thousands)

ASSETS:

Cash Equity with Treasurer . ........... ... ... ......
Collateral on Lent Securities. . . ......oovven..
Other ASSetS. . ... oot

TOTALASSETS. ... .

LIABILITIES AND FUND BALANCES:
LIABILITIES:

AccountsPayable. . ........... .. ... ... ... . . ...
Accrued Liabilities. . . ........ ..o
Obligations Under Securities Lending . ..............

TOTAL LIABILITIES ... ... ..

FUND BALANCES:
Reserved for:

Encumbrances . ........... ... e

Other:

Prepaids. . ...... ...
Unreserved/Designated for Compensated Absences. . . .
Unreserved/Undesignated (Deficits). . . ..............

TOTAL FUND BALANCES (DEFICITS) ...........
TOTAL LIABILITIES AND FUND BALANCES. ..

220

SPECIAL REVENUE FUND

ARTS SPORTS
FACILITIES FACILITIES
ADMINISTRATION IMPROVEMENTS IMPROVEMENTS
$ 825 $ 4,324 $ —
333 1,744 —
4 N N
$ 1,162 $ 6,068 $ —
$ 22 $ 9,012 $ —
35 — —
333 1,744 —
390 10,756 —
51 4,025 8,388
4 — —
7 — —
710 (8,713) (8,388)
772 (4,688) —
$ 1,162 $ 6,068 $ —




CAPITAL

DONATIONS TOTAL

100 $ 5,249
41 2,118
— 4
141 $ 7,371
— 3% 9,034
— 35
41 2,118
41 11,187
9 12,473
— 4
— 7
91 (16,300)
100 (3,816)
141 $ 7,371
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STATE OF OHIO

RECONCILIATION OF THE BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
ARTS AND SPORTS FACILITIES COMMISSION

DISCRETELY

PRESENTED GOVERNMENTAL COMPONENT UNIT

JUNE 30, 2004
(dollars in thousands)

TOtal FUNA BAIANCES......cooeieeiiieee et et e e et e e e e e e e e e e e e e e s e e eeeaeeeeeeeesbearaanans

Total net assets reported for governmental activities in the Statement of Net Assets is different

because:

Capital assets used in governmental activities are not financial resources, and therefore, are not
reported in the funds. Those assets consist of:

The following liabilities are not due and payable in the current period, and therefore, are not
reported in the funds.

Refund and Other Liabilities-Compensated ADSENCES..........cooiiiiriiiiiriiieiiee e

Total Net Assets

ARTS & SPORTS
FACILITIES
COMMISSION

$ (3,816)

11,858
48,553

60,411

(66)

$ 56529
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STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

ARTS AND SPORTS FACILITIES COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

SPECIAL REVENUE FUND

ARTS SPORTS
FACILITIES FACILITIES
ADMINISTRATION IMPROVEMENTS IMPROVEMENTS
REVENUES:
Sales, Servicesand Charges . ... ...t $ 27 $ — $ —
InvestmentIncome . ... ... . ... 15 80 —
O el . 1 — —
TOTAL REVENUES . . . . ... i e e 43 80 —
EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education .................... —_— 1,893 —
Community and Economic Development . .. .................. 883 — —
INTERGOVERNMENTAL. . . ... e e e e e e e e e e e e i i — 16,638 505
DEBT SERVICE . . .. ... e e e e e e e e e - 729 10
TOTAL EXPENDITURES . . ... i e e e e et 883 19,260 515
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . . ...\ vt e e (840) (19,180) (515)
OTHER FINANCING SOURCES (USES):
Transfers-in. . . ..o 1,339 — 1
Transfers-out .. ... ... . (1) (1,090) (249)
TOTAL OTHER FINANCING SOURCES (USES). . .. ............. 1,338 (1,090) (248)
NET CHANGE IN FUND BALANCES . ...\ v et tiie i 498 (20,270) (763)
FUND BALANCES, JULY L. .. e e e e e i e e e e e 274 15,582 763
FUND BALANCES (DEFICITS), JUNE30................ $ 772 $ (4,688) $ —
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CAPITAL
DONATIONS

TOTAL

77

27
95
78

77

200

1,893
883

17,143
739

20,658

77

(20,458)

1,340
(1,340)

77

23

(20,458)

16,642

100

(3,816)
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STATE OF OHIO

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES

TO THE STATEMENT OF ACTIVITIES

ARTS AND SPORTS FACILITIES COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

ARTS & SPORTS
FACILITIES
COMMISSION

Net Change in FUNG BalANCES..........uiiiiiiiiie ettt et e e et e e e e e ebae e e e enees $ (20,458)

The change in net assets reported for governmental activities in the Statement of Activities is different
because:
Governmental funds report capital outlays as expenditures. However, in the Statement of
Activities, the cost of those assets is allocated over their estimated useful lives and reported as
depreciation expense.

DEPreCiationN EXPENSE. ......uuiiiiiieiitii ettt sttt ettt (1,339)

Revenues in the Statement of Activities that do not provide current financial resources are not
reported as revenues in the governmental funds. (14)

Expenses for compensated absences reported in the Statement of Activities are not reported as
expenditures in the governmental funds. (1)

CRANGE IN NEL ASSELS ..iiiuiiiiieiieetie sttt et s e s e e st e e e e ste e e teessee e teesseeebeeaseeeaseessbeenseeanseesteenseesnneenees $ (21,812)
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STATE OF OHIO
BALANCE SHEET
SCHOOLNET COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT

JUNE 30, 2004

(dollars in thousands)

ASSETS:

Cash Equity with Treasurer . ......................
Collateral on Lent Securities. . .. ...................
Receivable from Primary Government . ..............
Other ASSetS. . . ..o i

TOTALASSETS. ... .o

LIABILITIES AND FUND BALANCES:
LIABILITIES:

Accounts Payable. .. ... .. ... ... ... . ...
Accrued Liabilities. . .. ... ...
Obligations Under Securities Lending ...............

TOTAL LIABILITIES ... ...

FUND BALANCES:
Reserved for:

Encumbrances . ........ ... ... .
Federal Programs . ... ........ ...

Other:

Prepaids. . ...... ...
Unreserved/Designated for Compensated Absences. . . .
Unreserved/Undesignated . .......................

TOTAL FUNDBALANCES . ....... ... ... ......
TOTAL LIABILITIES AND FUND BALANCES. ..

SCHOOLNET

__COMMISSION _

$ 8,654
3,491
384

$ 12531

$ 260
226
3,491

3,977

443
110

7,995
8,554

$ 12581
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STATE OF OHIO

RECONCILIATION OF THE BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

SCHOOLNET COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT

JUNE 30, 2004
(dollars in thousands)

SCHOOLNET
COMMISSION
BIe) €I V1o I == 1 =T T =TT RSP $ 8,554
Total net assets reported for governmental activities in the Statement of Net Assets is different
because:
Capital assets used in governmental activities are not financial resources, and therefore, are not
reported in the funds. Those assets consist of:
Machinery and Equipment,
net of $2,112 accumulated depPreCiation.............oocvuiiiiiiiiiiiie et e e e 937
937
The following liabilities are not due and payable in the current period, and therefore, are not
reported in the funds.
Refund and Other Liabilities-Compensated ADSENCES...........ccoieiiiuiiiiiaiiiiiieee e erieee e (548)
o) = 1B L= N T Y <Y TR $ 8,943
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STATE OF OHIO

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES

SCHOOLNET COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT

FOR THE FISCAL YEAR ENDED JUNE 30, 2004
(dollars in thousands)

SCHOOLNET
COMMISSION
REVENUES:
State ASSISTANCE . . . . ottt et e $ 34,520
Federal Government. . ...t 565
Investment Income . . ... . e 159
Other. . .. 832
TOTAL REVENUES . . oo e e e 36,076
EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education .................... 39,397
TOTAL EXPENDITURES . .\ 39,397
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES. . . i ittt it e e e (3,321)
FUND BALANCES, JULY L .ttt e e e e e e e e e et e 11,875
FUND BALANCES,JUNE 30 ............................ $ 8,554
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STATE OF OHIO

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES

TO THE STATEMENT OF ACTIVITIES

SCHOOLNET COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(dollars in thousands)

SCHOOLNET
COMMISSION
Net Change in FUNA BAIANCES.........uiii ittt ettt s $ (3,321)
The change in net assets reported for governmental activities in the Statement of Activities is different
because:
Governmental funds report capital outlays as expenditures. However, in the Statement of
Activities, the cost of those assets is allocated over their estimated useful lives and reported as
depreciation expense. This is the amount by which capital outlays exceeded depreciation in the
current period.
Capital OULIAY EXPENOITUIES. .......eeiiiriie et e e e e e es 214
DEPIECIALION EXPEINSE. ... tiiiiiiie ittt ettt ettt et e bt e at e e s e e ekt e e enr e e s e e nrn e nnes (561)
Excess of Capital Outlay Over Depreciation EXPENSE..........occuuuiiieiiiiiieeeeeaiiiiee e (347)
Revenues in the Statement of Activities that do not provide current financial resources are not
reported as revenues in the governmental funds. (507)
Expenses for compensated absences reported in the Statement of Activities are not reported as
expenditures in the governmental funds. (5)
CRANGE IN NEL ASSELS ..ieiuiiiiiiiieeitee ittt e st s e ee e st e e e e st e s e e asee e teesreeeteeaseeenseessbeesseeanseesteenseesnneenees $ (4,180)
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STATE OF OHIO

GENERAL GOVERNMENTAL REVENUESBY SOURCE
FOR THE GENERAL, SPECIAL REVENUE,

DEBT SERVICE, AND CAPITAL PROJECTSFUNDS

FOR THE LAST TEN FISCAL YEARS

(dollarsin thousands)

Tablel

SOURCE 2004 2003 2002 2001 2000 1999 1998 1997 1996 1995
INCOME TAXES....eevveeiiieiieiie e $ 8,479,900 $ 8,210,130 $ 7,982,461 $ 8,302,892 $ 8,098,155 $ 7,143,344 $ 6,828,242 $ 5,879,016 $ 5,890,587 $ 5,456,017
SAIES TAXES .evevveeiveeiie e 7,915,493 6,470,643 6,385,248 6,248,705 6,233,089 5,834,299 5,560,402 5,262,460 5,003,024 4,763,109
Corporate and Public Utility Taxes... 1,755,736 1,682,943 1,640,433 1,726,263 1,697,970 1,817,641 1,969,190 1,897,439 1,831,300 1,810,396
Motor Vehicle Fuel Taxes ........ccceeevvevveenveennen. 1,631,632 1,462,608 1,451,767 1,457,454 1,459,374 1,445,679 1,399,948 1,351,476 1,332,294 1,293,038
Cigarette TAXES ...covvevveeiieeriieeieeie e eree e 557,543 599,943 281,292 282,481 287,710 290,566 296,645 298,407 294,463 295,712
Other TaXES....ccoveeiiiieiieiieee e 641,274 649,027 614,122 647,857 625,376 626,939 593,906 574,462 548,225 556,454
Licenses, Permits and Fees .........ccccccevevrnnee. 1,804,291 1,564,429 1,521,736 1,219,605 1,156,379 1,137,577 1,109,895 1,073,907 805,605 982,507
Sales, Services and Charges..........ccccceevveennes 85,547 87,628 94,597 83,891 86,981 81,731 76,091 79,051 106,517 103,620
Federal Government ............cccceeevenieenieesieeenne. 13,775,366 12,791,973 11,734,436 10,433,668 9,321,234 8,697,800 8,349,038 8,454,831 8,435,891 8,305,109
Tobacco Settlement 316,322 369,619 368,588 315,812 412,270 — — — — —
Escheat Property........ccccoveviiiieniiieeeiice e 103,767 84,642 52,628 — — — — — — —
Investment INCOME ..........cccvveviiiiiienie e 110,876 121,592 282,457 486,817 443,566 554,915 554,523 418,799 — —
577,637 526,164 635,812 514,544 481,856 481,748 473,432 436,154 654,457 562,031
$37,755,384  $34,621,341 $33,045,577 $31,719,989 $30,303,960 $28,112,239 $27,211,312 $25,726,002 $24,902,363 $24,127,993

Notes:

Revenues have been restated for prior period adjustments, corrections, and reclassifications, when practical. Significant items of note are as follows:

1 For comparative purposes, revenue data for fiscal years 1995 through 2001 have not been restated for the effects of the following, which impacted governmental fund revenues shown for fiscal

year 2002 and thereafter:

— The implementation of the reporting provisions of GASB Statement No. 34, Basic Financial StatementsZ2and Management'’s Discussion and AnalysisZ2for State and Local Governments.
— The reclassification of the State’s previously reported Unclaimed Funds Expendable Trust Fund to the General Fund. Accordingly, prior to fiscal year 2002, escheat property revenue had not

been reported in the General Fund.

1 For fiscal years 1995 and 1996, investment income had been included in “Other” revenue.



[4%4

Table2
STATE OF OHIO
GENERAL GOVERNMENTAL EXPENDITURESBY FUNCTION
FOR THE GENERAL, SPECIAL REVENUE,
DEBT SERVICE, AND CAPITAL PROJECTSFUNDS
FOR THE LAST TEN FISCAL YEARS
(dollarsin thousands)
FUNCTION 2004 2003 2002 2001 2000 1999 1998 1997 1996 1995
Current Operating:
Primary, Secondary and Other Education.... $ 9,084,263 $ 8,451,164 $ 8,142,972 $ 7,194,883 $ 6,634,181 $ 6,403,978 §$ 5,927,471 §$ 5,449,086 $ 5,251,805 $ 4,850,750
Higher Education SUupport........cc.cccecveveruenne. 2,386,950 2,408,059 2,449,614 506,511 439,137 377,868 354,530 422,482 423,473 407,839
Public Assistance and Medicaid................... 13,617,263 12,731,148 11,854,582 10,894,942 9,488,379 8,561,652 8,462,208 8,367,021 7,936,578 8,306,686
Health and Human Services 3,087,231 2,894,321 2,792,890 2,555,221 2,613,853 2,548,360 2,485,176 2,328,762 2,333,583 2,197,732
Justice and Public Protection...............c....... 2,443,581 2,348,232 2,378,120 2,232,421 2,167,402 2,035,739 1,870,507 1,761,521 1,588,026 1,403,177
Environmental Protection
and Natural ReSOUrCeS .........cevverevreerernenn 365,511 369,119 355,576 340,574 354,180 330,069 315,522 299,607 286,987 273,138
Transportation ..........ccceveecveresceereseeee e 1,807,912 1,942,040 1,897,807 1,756,201 1,680,736 1,497,553 1,494,130 1,465,258 1,319,120 1,461,012
General GOVEernMEeNt..........ccovveeerieaeeneneens 493,235 501,966 733,591 468,791 575,576 661,011 625,275 528,592 371,996 355,154
Community and Economic Development..... 801,024 718,088 748,185 541,166 452,516 398,905 391,893 344,950 323,277 335,159
INntergovernmental ..........ccocvevveveeeereseeeesieeeenn 3,707,216 3,673,227 3,563,306 3,361,184 3,257,632 2,898,094 2,735,799 2,570,501 2,467,137 2,312,160
Capital OULAY ......eevveeerereiee e 458,118 498,066 465,843 411,817 629,753 1,256,271 1,248,346 1,138,286 884,456 872,236
DEDL SEIVICE...cviivieieiieeieseeee e 1,335,446 1,251,004 1,193,604 1,137,537 1,053,995 1,024,125 1,022,418 1,033,948 909,134 801,994
Total Expenditures by Function .................... $39,587,750 $37,686,434 $36,576,090 $31,401,248 $29,347,340 $27,993,625 $26,933,275 $25,710,014 $24,095,572 $23,577,037

Notes:

Expenditures have been restated for prior period adjustments, corrections, and reclassifications, when practical. Significant items of note are as follows:

1 For comparative purposes, expenditure data for fiscal years 1995 through 2001 have not been restated for the implementation of the reporting provisions of GASB Statement No. 34, Basic Finan-
cial Statements—and Management’s Discussion and Analysis—for State and Local Governments. Expenditure data presented after fiscal year 2001 includes payments to colleges and universities
that were in previous years reported as “Transfers to Component Units.”

1 For comparative purposes, the expenditure data for fiscal year 2000 have been restated for the reclassification of capital outlay expenditures to the “Higher Education Support” function and the “In-

tergovernmental” expenditure character.



STATE OF OHIO

GOVERNMENT-WIDE REVENUES — PRIMARY GOVERNMENT
FOR THE LAST THREE FISCAL YEARS

(dollars in thousands)

Table 3

REVENUES 2004 2003 2002
Program Revenues:
Charges for Services, Fees, Fines and Forfeitures..................ccceeveeeeeencn. $ 7,526,310 $ 7,166,371 $ 8,048,899
Operating Grants, Contributions and Restricted Investment Income/(Loss).. 15,401,755 13,667,798 11,170,874
Capital Grants, Contributions and Restricted Investment Income/(LosS) ...... 890,776 931,453 942,200
Total Program REVENUES ............cc.ceeiueieeiieeieiieesie e 23,818,841 21,765,622 20,161,973
General Revenues:
GENEIAI TAXES.c...eiieiieeee ettt 19,396,617 17,633,793 16,911,481
Restricted for Transportation Purposes:

Motor Vehicle FUEI TAXES ...........c.ocoviueeiriieeiieeeee e 1,631,631 1,462,608 1,451,767
TODACCO SEIHEMENL ..o 316,799 345,075 368,588
Escheat Property. 74,268 43,173 50,745
Unrestricted Investment INCOME...............ccceovcieiriiieeeeeeeeeeeeeee e 18,781 35,011 72,262
FOUBTAI ...ttt 193,045 193,077 346,891
(071 = OSSPSR 1,940 6,624 2,482

Total GeNeral REVENUES ............ccueaiiieeei e 21,633,081 19,719,361 19,204,216

TOLAI ROVEINUES.........oeeeeeeeeeeeeeeeeeeeee e sneeen e $45,451,922 $41,484,983  $39,366,189

Revenues have been restated for prior period adjustments, corrections, and reclassifications, when practical.
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STATE OF OHIO

GOVERNMENT-WIDE EXPENSES — PRIMARY GOVERNMENT
FOR THE LAST THREE FISCAL YEARS

(dollars in thousands)

EXPENSES

2004

2003

Table 4

2002

Governmental Activities:

Primary, Secondary and Other EQUCALION ..............cccceieeceeeiciieeiiie e
Higher EQUCAtION SUPPOIT...........cooieeeeeeeese et
Public Assistance and Medicaid ..................cccoaeiemiiiieeiieeeeieeeee e
Health and Human Services ...

Justice and Public ProteCtion...............cccocueveevcueesiiniiecieeieeeece e
Environmental Protection and Natural ReSOUrCes.............ccccococeccuevcieceencncans
TraNSPOITALION ..ottt e e e annea e
General GOVEINMENL ...........coccuieuiiiiieieee e
Community and Economic Development ................cccoucoeeieieeaseciieeiiieeeieeene
INtErgOVEINMENIA ...........ceeeeee et
Interest on Long-Term Debt (excludes interest charged as program expense)

Total Governmental ACHVItIES ............ccueeeeceeeeeiiieesiiieeeiieeescea st sia e

Business-Type Activities:

WOrker's COmMPENSALION. ...........cc..veeeieeesie e esieeeseaesieeesiaessiseaeessaaaanaes
Lottery COMMUSSION .........ccccuieeiiiieiiesie ettt
Unemployment COMPENSALION............ccccueveirciieiieeieeieseeee e
Ohio Building Authority
TUItION TIUSE AULROKTEY ...t

[ (o TN 0T g 0o T 1 (o
Underground Parking Garage.............ccuecuueeeseeeesiieessiasesiseeessissessisiaesssnnsnns
Office of Auditor of State

Total BuSin€SS-TYPE ACHIVItIES..........ceeeeiiieeiee e

TOLAI EXPENSES .....coeeeeeeeee ettt a e e st e e e e esnnaneeees

$ 9,190,983

$ 8,498,696

$ 8,141,634

2,495,208 2,515,379 2,710,111
13,573,040 12,683,617 11,953,033
3,247,382 2,930,071 2,847,339
2,452,891 2,435,774 2,451,328
419,933 403,445 371,103
1,463,959 1,532,040 1,507,932
607,374 486,013 762,725
821,841 739,814 766,464
3,770,780 3,675,073 3,617,678
189,583 195,559 203,811
38,232,974 36,095,481 35,333,158
3,072,477 4,088,796 4,565,493
1,575,279 1,523,764 1,467,203
1,639,014 1,838,949 1,660,148
27,524 30,824 33,724
118,834 388,469 284,960
374,507 354,547 339,294
2,199 2,515 2,336
75,758 84,087 78,302
6,885,592 8,311,951 8,431,460
$45,118,566  $44,407,432  $43,764,618

Expenses have been restated for prior period adjustments, corrections, and reclassifications, when practical.



Ggee

STATE OF OHIO

CONDENSED STATEMENT OF REVENUES, EXPENDITURES AND
CHANGESIN FUND BALANCESFOR THE GENERAL FUND
FOR THE LAST TEN FISCAL YEARS

(dollarsin thousands)

Table5

2004 2003 2002 2001 2000 1999 1998 1997 1996 1995
REVENUES:
INCOME TAXES....cvirieieiireeieiteeese s $7,645597  $7,374,239  $7,129,512  $7,446,990 $7,243,856  $6,389,926  $6,107,084  $5,257,395  $5,268,111  $4,879,232
SAlES TAXES ..veviiieiiriiete e 7,596,254 6,153,743 6,066,023 5,922,333 5,919,129 5,539,780 5,277,997 4,995,691 4,750,430 4,522,230
Corporate and Public Utility Taxes.. 1,381,752 1,302,968 1,276,159 1,604,402 1,604,604 1,718,482 1,862,497 1,794,592 1,731,956 1,708,674
Cigarette TaxesS.......cccoovvvevrvrvernenne. 557,532 599,941 281,290 282,481 287,709 290,563 296,627 298,407 294,460 295,694
Other Taxes ......cccocvvverreneenn. 580,143 595,498 556,946 590,225 573,888 578,993 548,188 529,883 508,452 517,263
Licenses, Permits and Fees.. 121,953 115,199 100,858 101,352 96,954 94,789 96,411 87,511 89,249 81,772
Sales, Services and Charges 44,233 44,899 51,211 40,895 45,738 43,586 38,947 42,031 64,693 65,015
Federal Government ..........ccooeoeveeienieeiennnne 5,786,013 5,251,885 4,563,370 4,508,747 3,993,184 3,658,824 3,385,998 3,563,004 3,672,610 3,451,126
Escheat Property.........ccccovevieniieeiniiieiiiieens 103,767 84,642 52,628 — — — — — — —
Investment Income.... 43,029 33,095 145,483 234,590 287,937 399,520 381,574 277,337 — —
OLNET et 240,020 192,573 273,750 197,029 189,241 183,221 161,077 168,587 302,772 268,114
TOTAL REVENUES ....ooeoriereieieineneions 24,100,293 21,748,682 20,497,230 _ 20,929,044 _ 20,242,240 _ 18,897,684 _ 18,156,400 _ 17,014,438 _ 16,682,733 _ 15,789,120
EXPENDITURES:
Current Operating .........cccoeveeeererieenenieeieienne 22,354,753 21,131,783 20,547,608 19,522,704 17,894,051 16,711,404 15,882,598 15,089,141 14,529,694 13,693,490
Intergovernmental .... 1,341,542 1,294,797 1,227,313 1,189,845 1,081,828 1,033,066 982,955 942,690 898,190 814,803
Capital Outlay........... — — — — 24,862 15,607 38,806 123,217 1,969 5,597
DEDt SEIVICE......iiiiiiiiiiiieic e 541 2,300 2,286 2,276 2,320 1,794 1,831 528 1,428 9,740
TOTAL EXPENDITURES .....c.oovviinrieieinn. 23,696,836 22,428,880 21,777,207 _ 20,714,825 _ 19,003,061 _ 17,761,871 _ 16,906,190 _ 16,155,576 _ 15431,281 _ 14,523,630
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES ............. 403,457 (680,198)  (1,279,977) 214,219 1,239,179 1,135,813 1,250,210 858,862 1,251,452 1,265,490
OTHER FINANCING SOURCES (USES):
BONdS ISSUEM ....ocoeviiiiiiiicieieeeeeee e 613,000 470,000 400,000 — — — — — 10,159 —
Bond Premiums — — 6,029 — — — — — — —
Capital LEASEeS .......ccvvvveeiriiiieneseeneseereniens 260 2,692 1,451 — 2,668 1,575 4,737 1,107 335 —
Transfers-in ... 543,443 630,122 617,185 207,488 142,267 201,151 180,176 142,605 93,457 144,114
Transfers-0Ut........cccovvvieneniiene e (1,019,566) (991,261) (977,731)  (1,061,119)  (1,302,412)  (1,308,827)  (1,142,014) (847,794) (807,457) (660,799)
TOTAL OTHER FINANCING
SOURCES (USES) ...cevviiiiiieieiieeieees 137,137 111,553 46,934 (853,631)  (1,157,477)  (1,106,101) (957,101) (704,082) (703,506) (516,685)
NET CHANGE IN FUND BALANCES................. 540,594 (568,645)  (1,233,043) (639,412) 81,702 29,712 293,109 154,780 547,946 748,805
FUND BALANCES, JULY 1 ..o 192,787 762,250 2,108,395 2,521,051 2,640,072 2,611,195 2,319,058 2,167,739 1,656,135 908,212
Increase (Decrease)
for Changes in Inventories..........cc.cccvvevnene 2,455 (818) 105 (741) 511 (835) (972) (2,252) (889) (882)
Residual EquityTransfers-out.............ccceeneee. — — — — — — — — (22,986) —
FUND BALANCES, JUNE 30........ccccoverinieeninnn. $ 735836 $ 192,787 $ 875457 $1,880,898 $2,722,285  $2,640,072  $2,611,195 $2,320,267  $2,180,206  $1,656,135

Notes:

The July 1 fund balances, revenues, and expenditures have been restated for prior period adjustments, corrections, and reclassifications, when practical. Significant items of note are as follows:
1 For comparative purposes, revenue data for fiscal years 1995 through 2001 have not been restated for the effects of reclassification of the State’s previously reported Unclaimed Funds Expendable
Trust Fund to the General Fund. Accordingly, prior to fiscal year 2002, escheat property revenue had not been reported in the General Fund.
1 For fiscal years 1995 and 1996, investment income had been included in “Other” revenue.
1 Current expenditures presented for fiscal years 1995 through 2001 have been restated to include amounts previously reported as “Transfers to Component Units.”



Table6

STATE OF OHIO

RATIO OF ANNUAL DEBT SERVICE EXPENDITURES
FOR GENERAL AND SPECIAL BONDED DEBT
TO TOTAL GENERAL GOVERNMENTAL REVENUES AND EXPENDITURES
FOR THE GENERAL, SPECIAL REVENUE, DEBT SERVICE,
AND CAPITAL PROJECTSFUNDS
FOR THE LAST TEN FISCAL YEARS

(dollarsin thousands)

Total Governmental Governmental

Fiscal Debt Service Fund Fund

Year Expenditures Revenues Percent Expenditures Percent
2004 $1,241,869 $37,755,384 3.29% $39,587,750 3.14%
2003 1,179,169 34,621,341 3.41% 37,686,434 3.13%
2002 1,146,235 33,045,577 3.47% 36,576,090 3.13%
2001 1,105,541 31,719,989 3.49% 31,401,248 3.52%
2000 1,023,246 30,303,960 3.38% 29,347,340 3.49%
1999 993,260 28,112,239 3.53% 27,993,625 3.55%
1998 1,004,273 27,211,312 3.69% 26,933,275 3.73%
1997 1,014,767 25,726,002 3.95% 25,710,014 3.95%
1996 888,693 24,902,363 3.57% 24,095,572 3.69%
1995 780,482 24,127,993 3.23% 23,577,037 3.31%

Notes:

This table includes general and special obligation bonds for which debt service payments have been made from the following combining funds
in the Debt Service Fund and Capital Projects Fund:

Debt Service Fund

Coal Research/Development General Obligations
Improvements General Obligations

Highway Improvements General Obligations
Development General Obligations

Highway General Obligations

Public Improvements General Obligations

Vietnam Conflict Compensation General Obligations
Local Infrastructure Improvements General Obligations
State Projects General Obligations

Highway Capital Improvements General Obligations
Higher Education Capital Facilities General Obligations
Common Schools Capital Facilities General Obligations
Conservation Projects General Obligations

Higher Education Facilities Special Obligations

Mental Health Facilities Special Obligations

Parks and Recreation Facilities Special Obligations
School Building Program Special Obligations

Ohio Building Authority Special Obligations

Capital Projects Fund

Mental Health/Mental Retardation Facilities Improvements
Parks and Recreation Improvements

Youth Services Building Improvements

Adult Correctional Building Improvements

Highway Safety Building Improvements

Ohio Parks and Natural Resources

Highway Capital Improvement

Revenues and expenditures have been restated for prior period adjustments, corrections, and reclassifications, when practical. However, for
comparative purposes, revenue and expenditure data for fiscal years 1995 through 2001 have not been restated for the effects of the
implementation of the reporting provisions of GASB Statement No. 34, Basic Financial StatementsZ2and Management’s Discussion and
Analysis#for State and Local Governments which impacted governmental revenues and expenditures shown for fiscal year 2002 and
thereafter.
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Table7

STATE OF OHIO

NET GENERAL AND SPECIAL BONDED DEBT PER CAPITA
FOR THE LAST TEN FISCAL YEARS

General and Special Obligation Bonds

Less Amount Net
Total Reserved for Bonded Net
Fiscal Population Outstanding Debt Service Debt Bonded Debt
Year (in thousands) (in thousands) (in thousands) (in thousands) Per Capita
2004 11,436 $9,325,191 $71,736 $9,253,455 $809
2003 11,436 8,697,456 102,055 8,595,401 752
2002 11,421 8,160,231 94,323 8,065,908 706
2001 11,374 7,778,092 108,591 7,669,501 674
2000 11,353 7,435,330 112,300 7,323,030 645
1999 11,256 7,024,746 118,549 6,906,197 614
1998 11,210 6,399,741 141,230 6,258,511 558
1997 11,186 6,263,433 254,751 6,008,682 537
1996 11,173 5,753,400 386,059 5,367,341 480
1995 11,150 5,538,663 425,553 5,113,110 459
Notes:

This table includes general and special obligation bonds for which debt service payments have been made from the following combining funds
in the Debt Service Fund and Capital Projects Fund:

Debt Service Fund
Coal Research/Development General Obligations
Improvements General Obligations

Highway Improvements General Obligations

Development General Obligations
Highway General Obligations

Public Improvements General Obligations

Vietnam Conflict Compensation General Obligations
Local Infrastructure Improvements General Obligations

State Projects General Obligations
Highway Capital Improvements General Obligations

Higher Education Capital Facilities General Obligations
Common Schools Capital Facilities General Obligations

Conservation Projects General Obligations

Higher Education Facilities Special Obligations
Mental Health Facilities Special Obligations

Parks and Recreation Facilities Special Obligations
School Building Program Special Obligations

Ohio Building Authority Special Obligations

Capital Projects Fund

Mental Health/Mental Retardation Facilities Improvements
Parks and Recreation Improvements

Adult Correctional Building Improvements

Highway Safety Building Improvements

Ohio Parks and Natural Resources

Highway Capital Improvement

Source: Population figures were obtained from the Population Division of the U.S. Census Bureau. An estimate for fiscal year 2004 was not
available; therefore, population data from the prior year was used.
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STATE OF OHIO

ANNUAL LIMITATION ON DEBT SERVICE EXPENDITURES (BUDGETARY BASIS)
FOR GENERAL OBLIGATION BONDS (EXCLUDING HIGHWAY-RELATED BONDS) AND

SPECIAL OBLIGATION BONDS

FOR THE LAST TEN FISCAL YEARS

(dollarsin thousands)

2004 2003 2002 2001 2000 1999 1998 1997 1996 1995

Debt Service Expenditures..... $1,013,200 $ 959490 $ 926,142 $ 918,248 $ 871,314 $ 843,207 $ 771,015 $ 726,49 $ 701,007 $ 658,539
General Revenue Fund (GRF)

Revenues and

Transfers from the

Lottery Enterprise Fund ...... 24,678,900 23,055,920 22,072,703 21,921,276 20,711,678 19,736,608 18,833,028 17,964,425 17,288,649 16,367,015
Calculation of Annual

5% Debt Service Cap ......... 1,233,945 1,152,796 1,103,635 1,096,064 1,035,584 986,830 941,651 898,221 864,432 818,351
Amount Under the Debt

Service Expenditure Cap .... 220,745 193,306 177,493 177,816 164,270 143,623 170,636 171,725 163,425 159,812
Ratio of Debt Service

Expenditures to

Total GRF Revenues

and Lottery Transfers.......... 4.11% 4.16% 4.20% 4.19% 4.21% 4.27% 4.09% 4.04% 4.05% 4.02%

Limitations on Debt

A 1999 amendment to the Ohio Constitution provides an annual debt service “cap” on general obligation bonds and other direct obligations payable from the General Revenue Fund
(GRF) or net state lottery proceeds. Generally, such bonds may not be issued if the future fiscal year debt service on the new bonds and previously issued bonds exceeds five percent
of total estimated GRF revenues plus net state lottery proceeds during the fiscal year of issuance. Application of the cap may be waived in a particular instance by a three-fifths vote of
each house of the General Assembly and may be changed by future constitutional amendments. Direct obligations of the State include, for example, special obligation bonds issued
by the Ohio Building Authority and the Treasurer of State that are paid from GRF appropriations, but exclude bonds such as highway bonds that are paid from highway user receipts.

Source: Debt Section, Ohio Office of Budget and Management
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STATE OF OHIO

REVENUE BOND COVERAGE
FOR THE LAST TEN FISCAL YEARS

(dollarsin thousands)

Tabl

e9

Economic Development and Revitalization Project Revenue Bonds

Issuer: Treasurer of State

Liguor Control Enterprise Fund

Debt Service Requirements

Direct
Operating Net Revenue
Expenses Available
Fiscal Gross Exclusive of For Debt
Year Revenues Depreciation Service Principal Interest Total Coverage
2004 $520,161 $374,275 $145,886 $ 8,195 $15,627 $23,822 6.12
2003 493,195 354,318 138,877 5,415 11,898 17,313 8.02
2002 470,515 338,926 131,589 5,060 11,074 16,134 8.16
2001 454,268 327,083 127,185 4,740 11,392 16,132 7.88
2000 428,085 310,620 117,465 4,450 11,685 16,135 7.28
1999 397,018 289,853 107,165 4,175 11,952 16,127 6.65
1998 380,791 276,085 104,706 3,790 12,189 15,979 6.55
1997 366,636 270,525 96,111 9,330 6,738 16,068 5.98
1996 350,744 265,820 84,924 14,410 3,851 18,261 4.65
1995 346,979 267,545 79,434 13,500 4,761 18,261 4.35
Infrastructure Bank Revenue Bonds*
Issuer: Treasurer of State
Highway Operating Fund Debt Service Requirements
Net Revenue
Direct Available
Fiscal GARVEE Operating For Debt
Year Receipts Expenses Service Principal Interest Total Coverage
2004 $66,017 N/A $66,017 $38,380 $11,459 $49,839 1.32
2003 49,409 N/A 49,409 37,965 11,653 49,618 1.00
2002 27,414 N/A 27,414 20,690 7,417 28,107 .98
2001 11,454 N/A 11,454 7,825 3,606 11,431 1.00
2000 10,140 N/A 10,140 6,320 3,816 10,136 1.00
1999 10,931 N/A 10,931 6,775 4,001 10,776 1.01
Ohio Building Authority Revenue Bonds
Ohio Building Authority
Enterprise Fund Debt Service Requirements
Direct
Operating Net Revenue
Expenses Available
Fiscal Gross Exclusive of For Debt
Year Revenues Depreciation Service Principal Interest Total Coverage
2004 $26,484 $26,881 $ (397) $3,730 $5,544 $9,274 N/A
2003 27,388 29,330 (1,942) 3,531 1,394 4,925 N/A
2002 32,488 32,031 457 3,359 1,565 4,924 0.09
2001 31,106 30,598 508 3,194 1,728 4,922 0.10
2000 30,999 33,862 (2,863) 3,039 1,882 4,921 N/A
1999 29,797 29,097 700 2,893 2,029 4,922 0.14
1998 31,018 25,270 5,748 2,736 2,264 5,000 1.15
1997 27,929 26,913 1,016 3,480 1,801 5,281 0.19
1996 28,251 22,473 5,778 2,602 3,279 5,881 0.98
1995 30,638 22,046 8,592 1,878 4,275 6,153 1.40

* The State first issued the Infrastructure Bank Revenue Bonds in fiscal year 1999. GARVEE stands for Grant Anticipation Revenue
Vehicles, which are capital market borrowings repaid by federal transportation funds deposited in the State’s Highway Operating Fund.

(Continued)
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Table 9 (Continued)

Bureau of Workers' Compensation Revenue Bonds
Issuer: Ohio Building Authority

Bureau of Workers’ Compensation

Enterprise Fund

Debt Service Requirements

Direct

Operating Net Revenue

Expenses Available
Fiscal Gross Exclusive of For Debt
Year Revenues Depreciation Service Principal Interest Total Coverage
2004 $3,388,523 $3,056,227 $ 332,296 $ — $6,183 $6,183 53.74
2003 2,759,594 4,070,231 (1,310,637) 10,000 8,175 18,175 N/A
2002 1,946,105 4,547,191 (2,601,086) 9,000 8,571 17,571 N/A
2001 2,549,227 4,460,581 (1,911,354) 8,000 8,915 16,915 N/A
2000 4,361,511 3,128,723 1,232,788 7,000 9,209 16,209 76.06
1999 3,625,174 2,462,056 1,163,118 6,000 9,455 15,455 75.26
1998 5,115,778 5,891,409 (775,631) 5,000 9,655 14,655 N/A
1997 4,348,344 2,696,867 1,651,477 4,000 9,807 13,807 119.61

Calendar

Year*
1995 3,365,892 2,264,097 1,101,795 2,000 9,947 11,947 92.22
1994 3,161,387 665,854 2,495,533 2,000 9,947 11,947 208.88

* Prior to fiscal year 1997, the Bureau of Workers’ Compensation reported on a calendar-year basis.
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Table 10
STATE OF OHIO

PERSONAL INCOME
OHIO COMPARED TO THE UNITED STATES
FOR THE LAST TEN CALENDAR YEARS

Per Capita Personal Income

Ohio’s
Total
Personal
Calendar Income Percent United
Year (in millions) Change Ohio States
2003 $342,533 2.3% $29,953 $31,459
2002 334,832 2.2% 29,317 30,832
2001 327,745 1.6% 28,816 30,472
2000 322,432 5.5% 28,400 29,676
1999 305,643 8.0% 27,152 28,542
1998 282,920 4.5% 25,238 26,482
1997 270,741 3.3% 24,203 25,298
1996 262,077 4.4% 23,457 24,426
1995 251,037 8.3% 22,514 23,208
1994 231,843 6.5% 20,883 21,699

Per Capita Personal Income

$35,000

OOhio
Ml United States

$30,000

$25,000

$20,000
$15,000
$10,000
$5,000 -
$0

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Source: U.S. Department of Commerce, Bureau of Economic Analysis
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ANNUALIZED AVERAGE MONTHLY

STATE OF OHIO

UNEMPLOYMENT RATES

OHIO COMPARED TO THE UNITED STATES
FOR THE LAST TEN CALENDAR YEARS

Table11

Calendar
Year Ohio United States
2003 6.1% 6.0%
2002 5.7% 5.8%
2001 4.3% 4.8%
2000 4.1% 4.0%
1999 4.3% 4.2%
1998 4.3% 4.5%
1997 4.6% 4.9%
1996 4.9% 5.4%
1995 4.8% 5.6%
1994 5.5% 6.1%

7.0% 1

Annualized Average Monthly Unemployment Rates

6.0%
5.0% -
4.0% -
3.0% -
2.0% A
1.0% A

0.0%

1994

1995

1996

1997 1998 1999 2000 2001 2002

2003

OOhio
Bl United States

Source: Ohio Department of Job and Family Services
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STATE OF OHIO

LIST OF MAJOR CORPORATIONSWITH HEADQUARTERSIN OHIO

AK Steel Holding (Middletown)

American Electric Power (Columbus)
American Financial Group (Cincinnati)

Big Lots (Columbus)

Cardina Health (Dublin)

Cinergy (Cincinnati)

Cooper Tire and Rubber (Findlay)

Dana Corporation (Toledo)

Eaton Corporation (Cleveland)

Federated Department Stores (Cincinnati)
Fifth Third Bancorp (Cincinnati)
FirstEnergy (Akron)

Goodyear Tire & Rubber (Akron)
International Steel Group

KeyCorp (Cleveland)

Source: The Fortune 500 Listing, Fortune Magazine, April 5, 2004

Rank

410

132

486

414

17

393

474

193

253

134

287

158

137

426

319

Kroger (Cincinnati)
Limited (Columbus)
National City Corporation (Cleveland)

Nationwide Insurance Enterprise
(Columbus)

NCR (Dayton)

OM Group (Cleveland)

Owens-Corning Corporation (Toledo)
Owens-Illinois Incorporated (Toledo)
Parker-Hannifin Corporation (Cleveland)
Procter & Gamble Company (Cincinnati)
Progressive (Mayfield Village)
Sherwin-Williams Company (Cleveland)
Timken

Western & Southern Financial Group

Table 12

Rank

19

228

206

118

322

405

350

302

291

28

165

333

443
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STATE OF OHIO

CONSTRUCTION CONTRACTSAND
RESIDENTIAL BUILDING ACTIVITY
FOR THE LAST TEN CALENDAR YEARS

Table 13

Residential Building Activity

Construction

Calendar Contracts Valuation
Year (in millions) Permits (in thousands)
2003 $17,242 53,041 $7,502,920
2002 17,242 51,246 6,838,017
2001 18,201 49,931 6,452,250
2000 16,260 49,745 6,153,624
1999 17,100 55,880 6,400,599
1998 15,127 48,034 5,410,012
1997 14,617 46,487 4,795,483
1996 14,021 49,280 5,000,781
1995 12,364 44,812 4,375,036
1994 11,935 47,152 4,799,052

Sources: Construction Contracts — Statistical Abstract of the United States, U.S. Census Bureau
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Residential Activity - Current Construction Reports, U.S. Census Bureau

Construction contracts data for 2003 was not available; therefore, data from the prior year was used.



ASSESSED AND MARKET VALUE OF TAXABLE REAL PROPERTY
FOR THE LAST TEN CALENDAR YEARS

(dollarsin thousands)

Calendar

Year

STATE OF OHIO

Assessed Value

Equals 35
Percent

of Market Value

Market Value

2003
2002
2001
2000
1999
1998
1997
1996
1995
1994

Source: Ohio Department of Taxation

$196,583,301
186,756,854
173,975,283
167,857,658
156,600,957
142,864,247
137,544,846
129,853,309
121,046,340
116,576,831

$561,666,574
533,591,011
497,072,237
479,593,309
447,431,306
408,183,563
392,985,274
371,009,454
345,846,686
333,076,660

Table 14

245



Table 15

STATE OF OHIO

MISCELLANEOUS STATISTICSAND DATA

STATE AND LOCAL GOVERNMENT:

Form of State Government Executive, Legislative, Judicial
Number of Counties 88
Number of Incorporated Cities and Villages 943
Number of State Agencies, Boards, Commissions, and Elected Offices

(Includes those entities recorded on the State of Ohio’s Central Accounting System) 114
Number of State Employees 60,362

PARKS AND RECREATION:

Number of State Parks 74
Area of State Parks, Natural and Wildlife Lands 310,964.08 acres
Area of State Forest Lands 185,838.39 acres
EDUCATION:

Number of State-Assisted Higher Education Institutions 38
2003-2004 Student Enroliment at State-Assisted Higher Education Institutions 457,281
Number of Public School Districts 612
Number of Joint Vocational School Districts 49

MISCELLANEOUS:

State of Ohio Population 11,435,798
State Capital Columbus
Date of Statehood March 1, 1803
State Motto With God, All Things are Possible
State Song “Beautiful Ohio”
State Nickname The Buckeye State
Total Land Acreage 26.4 million acres
Total Farm Acreage 14.6 million acres
Ohio’s Three Largest Metropolitan Areas Cleveland, Cincinnati, Columbus
Largest Source of Federal Financial Support U.S. Department of Health

and Human Services

Sources: Ohio Department of Natural Resources
State of Ohio Official Statement
Ohio Board of Regents
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