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March 23, 2007

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, 2006. 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 (OBM)
pursuant 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
provide an overview of the State’s financial position
and the results of financial operations.

OBM is responsible for the accuracy of the data pre-
sented and the completeness and fairness of its
presentation, including all disclosures. To the best
of our knowledge 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 disclosures necessary to enable the
reader to gain an understanding of the State’s finan-
cial 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 data for the State of Ohio re-
garding financial trends, revenue and debt
capacities, demographics, the economy, and
operations.

Office of Budget and Management - 30 EAST BROAD STREET, 34" FLOOR + COLUMBUS, OHIO 43215-3457 + www.obm.ohio.gov

The MD&A, which is required under GAAP to ac-
company the basic financial statements, provides a
narrative, introduction, overview, and analysis. The
MD&A should be read in conjunction with the State’s
financial statements and this letter.

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
respects, 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. The State
Board of Education is also part of the executive
branch. Approximately 100 departments, agencies,
boards, and commissions are part of the executive
branch of government and receive appropriations



from the legislature, along with several judicial and
legislative agencies. An organizational chart of state
government can be found on pages ix and x.

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.

A series of executive orders established the Internal
Accounting Control Program (IACP), beginning in
fiscal year 1992 and ending in December 2006. The

IACP established written guidelines for state agen-
cies to follow during periodic management reviews
of their accounting operations. Under the program,
agencies were 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. OBM
uses the CAS to control departmental obligation and
expenditure activity to ensure authorized appropria-
tions 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 be-



tween 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 2006, cash management and in-
vestment transactions made by the Treasurer of
State’s Office, in accordance with the Uniform De-
pository Act, were limited to checking accounts and
certificates of deposit with qualified public deposito-
ries, U.S. government and agency obligations,
bonds and other direct obligations of the State of
Ohio, obligations of a board of education, as author-
ized under Sections 133.10 or 133.301, Ohio Re-
vised Code, commercial paper, repurchase agree-
ments, no-load money market mutual funds, bank-
ers’ acceptances, bonds of U.S. corporations or of
foreign nations diplomatically recognized by the
United States, security lending agreements, and the
Treasurer’s investment pool, STAR Ohio. Legal re-
quirements for the investment of funds maintained in
the State’s cash and investments pool are discussed
in NOTE 4 to the financial statements.

Quarterly, OBM allocates the investment income
earned on the cash and investments pool to the vari-
ous funds designated by law to receive the earnings.
The allocation is calculated in accordance with a
formula based on average daily cash balances in-
vested over the quarter. The Ohio Lottery Commis-
sion’s investment portfolio, which is dedicated to the
payment of deferred lottery prizes and is accounted
for as part of the cash and investments pool, how-
ever, is not part of the investment earnings alloca-
tion just described. Instead, the Treasurer of State
credits the investment earnings from the dedicated
portfolio directly to the credit of the fund that ac-
counts 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 1P. 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 Workers’ Compensation Enter-
prise Fund, for the financing of their workers’ com-
pensation liability.

ECONOMIC OVERVIEW AND OUTLOOK

The economic expansion continued through 2006
and into 2007. Real gross domestic product (GDP)
increased 3.3 percent in 2006, compared with a 3.2
percent increase in 2005. Core inflation ratcheted
higher, despite a large decline in energy prices that
pulled down overall inflation. The Federal Reserve
raised short-term interest rates by another 100 basis
points, and then paused. Market interest rates fluc-
tuated in a relatively narrow range, ending the year
little changed.

Ohio employment increased by 8,900 jobs in 2006,
compared with gains of 15,600 jobs and 28,000 jobs
in 2004 and 2005, respectively. The decline in
manufacturing employment intensified during the
year, especially in primary metals and transportation
equipment. Outside manufacturing, employment at
general merchandise stores and in local education
posted declines. Employment expanded in accom-
modation and food service, health care and social
assistance, professional and technical services, and
transportation and warehousing.

Despite the weakening in Ohio labor markets, per-
sonal income accelerated for the third consecutive
year. Personal income during the four quarters end-
ing in the third quarter of 2006 was 4.3 percent
higher than during the year earlier period. U.S. per-
sonal income increased 6.1 percent during the same
time. On a per capita basis, personal income grew
approximately 4.2 percent in Ohio and 5.2 percent in
the U.S. Wage and salary disbursements grew 3.7
percent in Ohio and 6.3 percent in the U.S.

Economic growth nationally was driven primarily by
consumer spending, which was fueled by continued
solid growth in personal income. Steady growth in
employment and faster growth in hourly earnings
pushed incomes higher. Total employment in-
creased 189,000 jobs per month on average during
2006, compared with 212,000 during 2005, as the
unemployment rate fell to the lowest level since the
beginning of the 2001 recession. Average hourly
earnings grew by 4.3 percent from December 2005
to December 2006, up from 3.1 percent in 2005.



Nonetheless, growth in real consumer spending
slowed during the middle two quarters of the year
due to:

e a rise in financing costs that lifted the
prime rate, for example, by a full per-
centage point during the year, on top of
the 374 percentage point increase during
the previous two years,

e a more than 50 percent increase in the
price of gasoline during the previous
four years that contributed to a faster
rate of price increase for a variety of
consumer goods and services, and

¢ the reversal of the boom in housing con-
struction, sales, and prices.

Real business fixed investment accelerated from 5.6
percent in 2005 on a fourth quarter to fourth quarter
basis to 6.2 percent in 2006. The cause was a surge
in growth in investment in nonresidential structures
from 1.8 percent in 2005 to 10.7 percent during
2006. Investment was fueled by:

e growth in corporate cash flow of 12.5
percent and a widening in profit mar-
gins,

e an abundant supply of credit on largely
favorable terms,

e continued growth in employment, and

e expanding markets overseas as well as
domestically.

However, growth in investment in equipment and
software slowed from seven percent to 4.4 percent.

One of the defining developments in the economy
during 2006 was the reversal of the housing boom.
Real investment in residential structures decreased
12.6 percent in 2006, after rising 8.4 percent at a
compound annual rate from the fourth quarter of
2001 to the fourth quarter of 2005. Even though in-
vestment in residential structures comprises only
about one-twentieth of total GDP, the effects of fluc-
tuations in housing activity spread throughout the
economy to:

e suppliers to the construction industry,

e the realtor industry,

o retailers in the home furnishings and re-
lated segments, and

e consumer spending beyond home-
related purchases, as slower home
price appreciation and outright declines
in home values in some locations create
a negative wealth effect.

The U.S. trade deficit was little changed in 2006,
after widening by about 50 percent during 2001-
2004 and stabilizing in 2005. Reflecting strengthen-
ing economic growth overseas, slowing growth

iv

domestically, and some further depreciation in the
dollar, export growth increased and import growth
slowed in 2006. The growth rate of U.S. exports has
exceeded the growth rate of imports on a year-over-
year basis since the second quarter of 2005. The
dollar is projected to remain weak in 2007, as:

e U.S. interest rates remain stable or fall
and foreign interest rates continue to
rise and

e growth in foreign economies improves
relative to the U.S.

The trend inflation rate ratcheted higher in 2006, as
energy price increases began to spread to non-
energy goods and services. The consumer price
index (CPI) increased 1.9 percent from the fourth
quarter of 2005 to the fourth quarter of 2006 — down
from 3.7 percent in 2005 — due to decreases in en-
ergy-related prices during the second half of the
year. The core CPI, which excludes volatile food and
energy prices accelerated to 2.7 percent in 2006
from 2.1 percent in 2005.

Both overall and core inflation are projected to be
2.1 percent in 2007, reflecting the pull-back in en-
ergy prices and the lagged effects of tighter mone-
tary policy. The course of short-term interest rates
will depend heavily on the actual path of inflation.
Federal Reserve policymakers stopped raising
short-term interest rates in mid-2006, due to signs
that economic growth was slowing and the per-
ceived likelihood that inflation would turn lower as a
result. Market yields on fixed income securities in-
corporate expectations of a modest decline in short-
term interest rates in 2007.

The consensus is for below-trend growth during
2007, but no recession, as the effects of the housing
slump spread through the economy.

Global Insight predicts that real GDP will increase by
2.7 percent in 2007, down from 3.3 percent in 2006,
and rebound to three percent in 2008. The negative
effects from the downturns in housing and autos are
not serious enough to cause a recession, in the es-
timation of most forecasters. But weakness in recent
months in nonresidential construction, capital goods
orders and shipments, and the ISM manufacturing
index suggest the economy was losing momentum
as 2006 came to a close.

Two keys to the outlook will be the effects of the
downturn in housing on consumer spending and the
extent of the slowdown in business investment. Con-
sumer spending is expected to continue at approxi-
mately the same pace in 2007 as in 2006, before
slowing a bit in 2008. Supporting spending will be
steady growth in employment and earnings and the
continued availability of credit on agreeable terms.



Business investment is predicted to slow in 2007
and 2008, but remain faster than overall growth. In-
vestment slowed sharply late in 2006, perhaps in
part due to the delay in computer orders ahead of
the release of the new Vista operating system. Cor-
porate cashflow is abundant and credit is widely
available; however, slower growth in demand is ex-
pected to reduce profit growth and investment
spending.

Trade is projected to add significantly to growth in
2007 and 2008, as growth in exports handily out-
paces growth in imports. The multi-year decline in
the foreign exchange value of the dollar, coupled
with strong overseas economies, will bolster U.S.
exports, while slower growth in demand in the U.S.
will restrain growth in imports.

Global Insight also expects the foreign exchange
value of the dollar to decrease further. Even with a
stable trade deficit, the very large outflow of dollars
leaves the currency vulnerable to a small decrease
in the demand by foreign investors for dollar-
denominated assets, which could weaken as
growth, inflation and interest differentials between
the U.S. and other major economies turn against the
uU.S.

The Federal Reserve is projected to reduce short-
term interest rates by one 25 basis point step late in
the third quarter in response to weaker economic
growth and improving inflation. Long-term interest
rates are projected to remain near recent levels on
average in 2007. The Federal Reserve has some
room to reduce short-term interest rates, but is con-
strained by weakness in the dollar and lingering con-
cern about inflation.

Ohio employment growth is projected to increase 0.9
percent in 2007 and one percent in 2008 on a fourth
quarter to fourth quarter basis, according to Global
Insight. Those would be the best growth rates for
Ohio employment since 1999. Employment in pro-
fessional and business services and education and
health services are expected to grow rapidly. Em-
ployment in construction and manufacturing is pro-
jected to decline in 2007.

Personal income is expected to benefit from more-
rapidly rising employment and additional gains in
productivity-led increases in wages and salaries.
Even so, growth is projected to slow from an esti-
mated 4.7 percent for all of 2006 to 4.3 percent in
2007, rising to 4.6 percent in 2008. The projected
slowdown in income growth is due entirely to lower
inflation. Real personal income is projected to accel-
erate in both 2007 and 2008.

Ohio retail sales are projected to slow from an esti-
mated 4.9 percent increase in 2006 to 2.1 percent in
2007 and 2.8 percent in 2008. Car registrations are
projected to fall 2.4 percent in 2007 and increase 1.2

percent in 2008, after falling by an estimated six per-
cent in 2006. Housing starts are projected to decline
20 percent in 2007, before rebounding 11 percent in
2008. Ohio housing starts fell an estimated 22.4 per-
cent in 2006.

The cumulative effects of tax reform in Ohio are ex-
pected to support hiring and production by increas-
ing economic efficiency and reducing disincentives
to do business in the state. The second year of a
five-year 21 percent reduction in marginal personal
income tax rates and the replacement of the corpo-
rate franchise tax and tangible personal property tax
with a broad, low commercial activities tax will bring
tax rates more in line with those in other states.

Following a temporary rebound in early 2006 from
the negative effects of the late 2005 hurricanes, the
U.S. economy decelerated during the middle two
quarters of the year. The slowdown was concen-
trated in housing and motor vehicles, but started to
affect other sectors. Economic growth nationally and
in Ohio is projected to remain below trend during
much of 2007, resulting in somewhat lower inflation
and one interest rate decrease by the Federal Re-
serve.

Economic activity will be supported by flexible labor
and product markets, rising worker productivity, rela-
tively low inflation expectations, favorable tax policy,
and strengthening foreign demand for U.S. goods
and services. Risks to the economy include the Fed
holding short-term interest rates too high, a renewed
and prolonged rise in energy prices, and a global
economic slump. The consensus among forecasters
is that these risks are unlikely to impede economic
growth in the near term.

MAJOR INITIATIVES - Living Within Our Means
and Investing in What is Most Important

Comprehensive Tax Reform

In June 2005, Amended Substitute House Bill 66
(HB 66), the biennial budget bill, was signed into
law. As described extensively in prior financial re-
ports, this tax reform was a significant overhaul of
Ohio’s state and local tax structure. The entire tax
reform package was designed to spur strong busi-
ness development and new jobs. The reforms are
phased-in between FY 2006 and FY 2010 and in-
clude:

e A 21 percent reduction in the income
tax, phased in over five years;

e Elimination of the tangible personal
property tax for general businesses and
for telecommunications companies,
phased in over four- and five-year peri-
ods, respectively;

e Elimination of the corporate franchise
tax (except for financial institutions and



their affiliates) over a five-year period;
and

e Enactment of a commercial activity tax
(CAT), phased in over five years.

By FY 2010, the estimated reductions in state taxes
will reach $2.4 billion. State taxes are not the only
taxes reduced in this reform. The elimination of the
local general business tangible personal property
tax increases the size of the overall tax cut. Total tax
reductions will reach $3.7 billion by FY 2010 when
the reform package is fully phased in.

State Operating Budget

GRF appropriations for FY 2006 — FY 2007 in HB 66
will result in the two slowest growing fiscal years of
the last 40 years, with GRF growth rates of 1.9 per-
cent in FY 2006 and 2.6 percent in FY 2007. Many
agencies will spend less from the GRF in FY 2007
than they spent in FY 2000. The majority of GRF
spending increases over this time period can be at-
tributed to increased investment in primary and sec-
ondary education and Medicaid, and ongoing costs
for debt service and property tax relief programs.

As in the FY 2004-2005 budget, the FY 2006-2007
budget reduced or held flat many of the State’s
GRF-funded agencies and consolidated functions or
activities of several state agencies. Of the State’s
64 GRF-funded agencies, 24 remain at FY 2005
GREF levels or have decreased their reliance on GRF
funding.

Improved Financial Management

In response to the profound changes in Ohio’s tax
structure, the State will need to fundamentally
change the way in which it manages scarce re-
sources to reflect pending budget constraints. Over
the coming four years, state spending reforms will
include increased transparency, a focus on ac-
countability and performance, improved financial
systems management, improved cash management,
precise debt management, and targeted investment
of scarce resources.

Increased Transparency

Ohio will enhance the transparency of its financial
position for its citizens and investors. OBM will pur-
sue awards for excellence in budget and financial
reporting through the Government Financial Officers
Association (GFOA). For the first time, the FY 2008-
FY 2009 executive budget will present revenue and
spending projections for four years (FY 2008
through FY 2011). Prior executive budgets pre-
sented only two years of financial data. The revenue
constraint enacted in HB 66 tax reforms require a
clear presentation of Ohio’s near term financial posi-
tion. Ohio has not received the GFOA award for
budget reporting since the FY 2002 — FY 2003 ex-
ecutive budget.
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OBM will also pursue the GFOA award for financial
reporting for its FY 2006 CAFR. For FY 2005, Ohio
didn’t receive the award due to challenges in con-
cluding audits related to the Bureau of Workers’
Compensation within reporting deadlines. This is an
area in which the administration has pledged to im-
prove its performance.

Accountability and Performance

Onhio will manage financial resources using a variety
of accountability and performance measures to im-
prove efficiency, accountability, and results of gov-
ernment programs. It will focus on clear goal setting
in the budget process, identifying increased effi-
ciency in the state’s regulatory process, improving
inter-agency collaborations and performance con-
tracts for state agencies, and enhancing perform-
ance reporting.

Improved Financial Systems Management

Ohio will improve its financial management and de-
cision making when it completes deployment of a
comprehensive  enterprise information system
throughout state government. When complete, the
enterprise installation will be the most comprehen-
sive enterprise IT system operating at a state level in
the nation. OBM is in the second of three stages in
the deployment of the Ohio Administrative Knowl-
edge System (OAKS). The initial stage of OAKS,
went live in January 2007 and implemented a new
human resource system for state agencies to man-
age payroll and personnel. The second stage of
OAKS implementation, scheduled to go live in July
2007, will provide OBM with new, enhanced financial
management and reporting tools. The final stage of
OAKS implementation, scheduled for January 2008,
will deploy new, enhanced budget decision and
management tools. In addition to providing new de-
cision and management tools to public managers,
OAKS implementation will require that the State
works to upgrade skills and invests in human capital
development in the workforce across agencies.

To enhance collections and revenue management,
the Department of Taxation will deploy the State
Taxation Revenue and Accounting System
(STARS). STARS provides an integrated tax collec-
tion and audit system and replaces the
state's existing separate tax software and admini-
stration systems for the twenty-four different taxes
collected by the state. STARS will make it possible
for the Department of Taxation to provide an im-
proved quality of taxpayer services and enhance the
compliance activities of the Department.

Cash Management

The Treasurer of State and OBM are working coop-
eratively to update the State’s cash flow models and
procedures to maximize resources available. The
two Offices will examine seasonal revenue collec-
tions in the State’s various funds and unique spend-
ing patterns by each state agency to develop an up-



dated cash flow model. The updated cash flow
model will enable the Treasurer of State and OBM to
revise their investment strategies for improved return
on investment of State resources.

Aggressive Management of Ohio Debt Structure
and Bond Rating

Ohio’s long history of strong financial management
is reflected in its top ranked bond rating position.
Ohio is among the top ten states in achieving a AA1
bond rating from Moody’s. Recently, three issues
have resulted in a negative outlook for the state: (1)
reporting issues related to the Bureau of Workers’
Compensation; (2) tax changes; and (3) perform-
ance of the overall economy. We are committed to
taking aggressive action to deal with these issues
and assure that the State remains at this top notch
position with rapid recognition of financial challenges
and tight controls over State resources.

Investment in Strategic Priorities

Onhio’s investments in strategic priorities are focused
tightly on two overarching goals critical to the long
term stability and growth of the economy: (1) to
boost personal income and (2) to increase the edu-
cation attainment level of Ohioans. These two
strategies will begin to turnaround Ohio’s economy
and propel the state into the 21* century. To do so,
Ohio will invest in Ohio's traditional economic
strengths, such as energy production and entrepre-
neurship, and programs that ensure Ohio has the
most educated workforce possible.  Targeted in-
vestment priorities include access to high-quality
early care and education; schools that work for
every child; expanded access to Ohio's colleges and
universities, Ohio's regional economies, and globally
competitive industries; and access to affordable
health care.

ADDITIONAL INFORMATION

OBM provides access to the fiscal year 2006 Ohio
Comprehensive Annual Financial Report, fiscal year
2006 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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Mary Tavylor, cra

Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT

The Honorable Ted Strickland, 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, 2006, 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: Office of the Auditor of State; Ohio Bureau of Workers’ Compensation and
Industrial Commission of Ohio; Office of Financial Incentives; State Treasury Asset Reserve of Ohio;
Treasurer of State Lease Revenue Bonds; and Tuition Trust Authority.

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

Discretely Presented Component Units: Bowling Green State University; Central 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; Medical University of Ohio; and Ohio
Water Development Authority.

In addition, we did not audit the financial statements of the Public Employees Retirement System, Police
and Fire Pension Fund, 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 Percent of Opinion
Opinion Unit’s Unit’'s Total Revenues /
Opinion Unit Total Assets Additions

Governmental Activities 2% 0%

Business-Type Activities 92% 44%
Aggregate Discretely Presented Component Units 96% 90%
Aggregate Remaining Fund Information 84% 25%
Workers’ Compensation 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 43215-3612
Telephone: (614) 466-3402 (800) 443-9275 Fax: (614) 728-7199
www.auditor.state.oh.us



The Honorable Ted Strickland, Governor
Independent Accountants’ Report
Page 2

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 upon 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, 2006, 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 2006, the State of Ohio adopted GASB Statements:

e No. 42, Accounting and Financial Reporting for Impairment of Capital Assets and for Insurance
Recoveries, which establishes accounting and financial reporting standards for impairment of
capital assets and clarifies and establishes accounting requirements for insurance recoveries.

¢ No. 46, Net Assets Restricted by Enabling Legislation — an amendment of GASB Statement No.
34, which clarifies that a legally enforceable enabling legislation restriction is one that a party
external to a government can compel a government to honor.

e No. 47, Accounting for Termination Benefits, which provides accounting and reporting guidance
for state and local governments that offer benefits such as early retirement incentives or
severance to employees that are involuntarily terminated.

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 accounting principles generally accepted in the United States of America
requires. 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.

7’)’7@7 Ja?/'é’dz/

Mary Taylor, CPA
Auditor of State

March 23, 2007



State of Ohio

Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2006
(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, 2006. 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 $19.47 billion, as of June 30, 2006, in-
creased $1.71 billion since the previous year. Net assets of the State’s component units reported in the amount
of $12.76 billion, as of June 30, 2006, increased $1.3 billion since the end of last fiscal year.

Fund Financial Statements

Governmental funds reported combined ending fund balances of $6.07 billion that was comprised of $310.7 mil-
lion reserved for specific purposes, such as for debt service, state and local highway construction, and federal
programs; $6.68 billion reserved for nonappropriable items, such as encumbrances, noncurrent loans receivable,
loan commitments, and inventories; $1.01 billion in designations for budget stabilization and other purposes; and
a $1.93 billion deficit.

As of June 30, 2006, the General Fund’s fund balance was approximately $1.91 billion, including $50.4 million
reserved for “other” specific purposes, as detailed in NOTE 17; $567.3 million reserved for nonappropriable items;
and $1.01 billion in designations for budget stabilization and other purposes. The General Fund’s fund balance
increased by $627.2 million (exclusive of a $5.6 million increase in inventories) or 49.1 percent during fiscal year
2006. Due to greater-than-expected personal income tax revenue for fiscal year 2006 and executive-ordered and
other spending reductions, the General Fund ended the year with an overall positive fund balance. Various trans-
fers-in from other funds provided additional resources to cover anticipated spending in the General Fund during
fiscal year 2006.

Proprietary funds reported net assets of $523.5 million, as of June 30, 2006, an increase of $873.5 million since
June 30, 2005. Most of the net increase was due to the $863.2 million net gains reported for the Workers’ Com-
pensation Enterprise Fund. Increases in net assets of $11.7 million for the Unemployment Compensation Enter-
prise Fund and $11.8 million for the Tuition Trust Authority Enterprise Fund offset a decrease in net assets of
$22.4 million in the Lottery Commission Enterprise Fund. The loss for the Lottery Commission Enterprise Fund is
largely attributable to decreases in investment income. For the Workers’ Compensation Enterprise Fund, the in-
crease is mainly due to a decline in benefit payments and premium credits to employers of $1.22 billion. The Tui-
tion Trust Authority’s increase in net assets resulted from investment income exceeding tuition benefit payments
by $12.8 million. The Unemployment Compensation Enterprise Fund’s increase in net assets resulted from in-
creases in premium and assessment income of $121.7 million in fiscal year 2006, and decreases in benefits and
claims expenses of $23.9 million.

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 $582.9 million
or 5.5 percent during fiscal year 2006 to end the fiscal year with a reported balance of $11.16 billion in long-term
debt. During the year, the State issued at par $1.37 billion in general obligation bonds, of which $121.4 million
were refunding bonds, $199.3 million in revenue bonds, and $109.8 million in special obligation bonds, of which
$34.8 million were refunding bonds. Changes in the primary government’s long-term debt for fiscal year 2006 can
be found in NOTE 15.



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, nonmajor proprietary funds, fiduciary funds, and nonmajor discretely pre-
sented 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 and proprietary funds and dis-
cretely presented component units.

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

Management’s Basic Required
Discussion and Financial Supplementary
Analysis Statements Information
________________________ I
[ 1

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 fund statements report on the activities that the State operates like private-sector busi-
nesses. Fiduciary fund 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 includes notes that more fully explain the information in the government-
wide and fund financial statements; the notes provide more detailed data that are essential to a full understanding
of the data presented in the financial statements. The notes to the financial statements can be found on pages 52
through 124 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 125
through 128 of this report.

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



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 e Statement of e Balance Sheet e Statement of o Statement of
Financial Net Assets e Statement of Net Assets Fiduciary Net Assets
Statements o Statement of Revenues, o Statement of o 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

is received or paid

is received or paid

have been received and
payment is due during
the year or soon there-
after

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 20 through 23 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, and community and economic development. 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.

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-
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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, Cultural Fa-
cilities Commission, eTech Ohio Commission, Ohio Water Development Authority, Ohio Air Quality Development
Authority, and 23 state-assisted colleges and universities as discretely presented component units under a sepa-
rate 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 activities. Al-
though 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 requirements. 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 15 special revenue funds, 21 debt service funds,
and 11 capital projects funds. Under separate columns, information is presented in the Balance Sheet and State-
ment 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 43 governmental funds, which are classified as nonmajor
funds, are combined into an aggregated presentation under a single column on the basic governmental fund fi-
nancial statements. 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 24 through 35 of this report while the
combining fund statements and schedules can be found on pages 132 through 189.

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 for its eight enterprise funds applying the accrual basis of accounting and an
economic resources focus.

Under separate columns, information is presented in the Statement of Net Assets, Statement of Revenues, Ex-
penses and Changes in Fund Net Assets, and Statement of Cash Flows for the Workers’ Compensation, Lottery
Commission, and Unemployment Compensation enterprise funds, all of which are considered to be major funds.
Data from the other five enterprise funds, which are classified as nonmajor funds, are combined into an aggre-
gated presentation under a single column on the basic proprietary fund financial statements. Individual fund data
for each of these nonmajor proprietary funds is provided in the form of combining statements elsewhere in this
report.
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The enterprise funds are the same as the State’s business-type activities reported in the government-wide finan-
cial statements, but the proprietary fund financial statements provide more detail and additional information, such
as information on cash flows. The basic proprietary fund financial statements can be found on pages 36 through
43 of this report while the combining fund statements can be found on pages 192 through 199.

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 44 through 47 of this report.

FINANCIAL ANALYSIS OF THE STATE AS A WHOLE

Net Assets. During fiscal year 2006, as shown in the table below, the combined net assets of the State’s primary
government increased $1.61 billion or 9 percent. Net assets reported for governmental activities increased
$738.7 million or 4.1 percent and business-type activities increased $873.3 million. Condensed financial informa-
tion derived from the Statement of Net Assets for the primary government follows.

Primary Government
Statement of Net Assets
As of June 30, 2006
With Comparatives as of June 30, 2005
(dollars in thousands)

As of June 30, 2006 As of June 30, 2005 (as restated)*
Govern- Business- Total Govern- Business- Total
mental Type Primary mental Type Primary
Activities Activities Government Activities Activities Government
Assets:
Current and Other Noncurrent Assets ............ $16,168,793  $21,449,240 $37,618,033 $14,886,874 $24,904,062 $39,790,936
Capital Assets 23,828,773 137,283 23,966,056 23,302,596 155,175 23,457,771

Total Assets

39,997,566 21,586,523 61,584,089 38,189,470 25,059,237 63,248,707

Liabilities:
Current and Other Liabilities ...........c.cccceeeeeenne 9,343,834 (416,894) 8,926,940 8,951,203 3,418,792 12,369,995
Noncurrent Liabilities ........cccccooccveiiireniieens 11,710,147 21,479,919 33,190,066 11,033,381 21,990,295 33,023,676
Total Liabilities ........cceoceereiiiieieceeee, 21,053,981 21,063,025 42,117,006 19,984,584 25,409,087 45,393,671
Net Assets:
Invested in Capital Assets,

Net of Related Debt..........ccooceeiiieeiiee 20,889,063 10,363 20,899,426 20,285,186 (1,839) 20,283,347
Restricted.........ccooviiiiiiiiieei 2,121,564 760,376 2,881,940 1,908,583 793,531 2,702,114
Unrestricted (Deficits) (4,067,042) (247,241) (4,314,283) (3,988,883) (1,141,542) (5,130,425)

Total Net ASSEets .....ccoveveiiiiiiiiieiieeeeen $18,943,585 $523,498 $19,467,083 $18,204,886 $ (349,850) $17,855,036

*Note that the restatements for June 30, 2005 do not include the effects of changes in reporting entity (see NOTE 2A).

As of June 30, 2006, 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 $20.9 billion. Restricted net assets were approximately $2.88 billion, resulting in a $4.31 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 $4.07 billion deficit for unrestricted governmental activi-
ties. The State of Ohio, like many other state governments, issues general and special obligation debt, the pro-
ceeds of which benefit local governments and component units. The proceeds are used to build facilities for pub-
lic-assisted colleges and universities and local school districts and finance infrastructure improvements for local
governments. The policy of selling general obligation and special obligation bonds for these purposes has been
the practice for many years. Of the $10.21 billion of outstanding general obligation and special obligation debt at
June 30, 2006, $7.03 billion is attributable to debt issued for state assistance to component units (School Facili-
ties 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
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of recording the debt. Unspent proceeds related to these bond issuances are included on the Statement of Net
Assets 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.

Additionally, as of June 30, 2006, the State’s governmental activities have significant unfunded liabilities for com-
pensated absences in the amount of $420.7 million (see NOTE 14A.) and a $957.7 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 2006 and 2005, follows.

Primary Government
Statement of Activities
For the Fiscal Year Ended June 30, 2006
With Comparatives for the Fiscal Year Ended June 30, 2005
(dollars in thousands)

Fiscal Year 2006 Fiscal Year 2005 (as restated)*
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...........ccccceevviiieenennne. $2,810,257 6,197,814 $9,008,071 $ 2,554,433 $6,056,105 $8,610,538
Operating Grants, Contributions and
Restricted Investment Income/(Loss).......... 14,336,540 883,003 15,219,543 13,774,602 1,183,511 14,958,113
Capital Grants, Contributions and
Restricted Investment Income/(Loss).......... 1,288,100 — 1,288,100 1,088,146 — 1,088,146
Total Program Revenues............cccccoeveeneen. 18,434,897 7,080,817 25,515,714 17,417,181 7,239,616 24,656,797
General Revenues:
General TAXES ...ccccueeruiiriienieeieeie e 21,567,653 — 21,567,653 20,653,898 — 20,653,898
Taxes Restricted for Transportation ............... 1,850,939 — 1,850,939 1,753,390 — 1,753,390
Tobacco Settlement.........ccccoiiiiiiiiiin. 336,044 — 336,044 321,335 — 321,335
Escheat Property .........cccooeiiiniiiiiciieceee 93,782 — 93,782 91,867 — 91,867
Unrestricted Investment Income ..................... 128,772 — 128,772 46,797 2,040 48,837
Other .. 295 932 1,227 287 5,837 6,124
Total General Revenues............cccccouveeenee.n. 23,977,485 932 23,978,417 22,867,574 7,877 22,875,451
Total Revenues ..........cccceveeiieeiecnieeen, 42,412,382 7,081,749 49,494,131 40,284,755 7,247,493 47,532,248
Expenses:
Primary, Secondary and Other Education ...... 11,157,283 — 11,157,283 10,500,807 — 10,500,807
Higher Education Support...........cccceeveiveennen. 2,608,007 — 2,608,007 2,475,281 — 2,475,281
Public Assistance and Medicaid ..................... 14,909,149 — 14,909,149 14,247,598 — 14,247,598
Health and Human Services ..........c.cccceveenee. 3,526,763 — 3,526,763 3,333,997 — 3,333,997
Justice and Public Protection................cc........ 3,111,577 — 3,111,577 2,972,666 — 2,972,666
Environmental Protection and
Natural Resources..........cccccocveeiriieeciiieeene 406,632 — 406,632 397,852 — 397,852
Transportation..........cccevceeeeieire e 1,925,841 — 1,925,841 2,080,958 — 2,080,958
General Government ............ccccevveeveneeennnnnnnnn 952,248 — 952,248 670,146 — 670,146
Community and Economic Development........ 3,618,550 — 3,618,550 3,432,302 — 3,432,302
Interest on Long-Term Debt
(excludes interest charged as
Program €XPENSE) .......cccveerueerneeesiueereesineens 175,732 — 175,732 175,700 — 175,700
Workers’ Compensation ............cccceeeeeeeeneenn. — 2,011,480 2,011,480 — 3,232,669 3,232,669
Lottery CommissSion ..........ccceeveeiiieniieiieeniienne — 1,625,309 1,625,309 — 1,581,100 1,581,100
Unemployment Compensation ...................... — 1,161,776 1,161,776 — 1,194,040 1,194,040
Ohio Building Authority ..........ccccccviviiiiienienns — 25,797 25,797 — 27,327 27,327
Tuition Trust Authority..........cccooeiiiiiiiiiie. — 67,162 67,162 — 30,214 30,214
Liquor Control — 423,373 423,373 — 401,187 401,187
Underground Parking Garage..............ccocee.... — 2,993 2,993 — 2,692 2,692
Office of Auditor of State.............cccccoieienins — 71,729 71,729 — 73,501 73,501
Total EXPENSES......ccccvveviieiiesiieeiie e 42,391,782 5,389,619 47,781,401 40,287,307 6,542,730 46,830,037
Surplus/(Deficiency) Before Transfers............ 20,600 1,692,130 1,712,730 (2,552) 704,763 702,211
Transfers-Internal Activities ...........cccccoeceenen. 818,636 (818,636) — 807,653 (807,653) —
Change in Net Assets ..........ccoeviiiiieniieeiiene 839,236 873,494 1,712,730 805,101 (102,890) 702,211
Net Assets, July 1 (as restated).............c.ec... 18,104,349 (349,996) 17,754,353 17,399,785 (246,960) 17,152,825
Net Assets, June 30........cccceviiiiiiiiiiiieeeee $18,943,585 $523,498 $19,467,083 $18,204,886 $(349,850) $17,855,036

*Note that the restatements for June 30, 2005 do not include the effects of changes in reporting entity (see NOTE 2A).
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Governmental Activities

Revenues slightly outpaced expenses during fiscal year 2006, and when combined with transfers from the State’s
business-type activities, net assets for governmental activities increased from $18.1 billion, at July 1, 2005, as
restated, to $18.94 billion, at June 30, 2006, or $839.2 million. Revenues for fiscal year 2006 in the amount of
$42.41 billion were 5.3 percent higher than those reported for fiscal year 2005. This increase in revenues can, in
part, be attributed to strong personal income tax, corporation franchise tax, and cigarette tax collections, which
offset decreases in sales tax collections. Expenses followed the trend as the reported $42.39 billion in spending
represented a 5.2 percent increase over fiscal year 2005. Net transfers for fiscal year 2006 also increased to
$818.6 million, or by 1.4 percent, when compared to fiscal year 2005.

The following charts illustrate revenue by sources and expenses by program of governmental activities as per-
centages of total revenues and program expenses, respectively, reported for the fiscal year ended June 30, 2006.

Governmental Activities — Sources of Revenue
Fiscal Year 2006

Charges for Services,

Other General Fees, Fines &

Revenue Forfeitures
0,
1.3% 6.6%
Operating Grants, Genergl Taxes
Contributions & (|nclud.|ng taxes
Restricted Investment restricted for
Income transportation
33.8% purposes)

55.2%

Capital Grants,
Contributions &
Restricted Investment
Income
3.1%

Total FY 06 Revenue for Governmental Activities = $42.41 Billion

Governmental Activities — Expenses by Program
Fiscal Year 2006

Justice & Public TranSpc;ration
Protection 4.5%
7.3%

Health & Human
Services

8.3% Public Assistance &

Medicaid
Higher Education 35.2%
Support
6.2%
Other
3.7%

Primary, Secondary &
Other Education
26.3%

Community and
Economic Development
8.5%

Total FY 06 Program Expenses for Governmental Activities = $42.39 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, 2006 and 2005. 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, and unrestricted investment income.

Program Expenses and Net Costs of Governmental Activities by Program
For the Fiscal Year Ended June 30, 2006
With Comparatives for the Fiscal Year Ended June 30, 2005
(dollars in thousands)

For the Fiscal Year Ended June 30, 2006

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 ............................ $11,157,283 $ 9,503,034 85.2% 22.4%
Higher Education Support..............c........ 2,608,007 2,570,775 98.6 6.1
Public Assistance and Medicaid.............. 14,909,149 4,751,780 31.9 1.2
Health and Human Services ................... 3,526,763 1,289,924 36.6 3.0
Justice and Public Protection .................. 3,111,577 1,881,421 60.5 4.5
Environmental Protection
and Natural Resources......................... 406,632 126,932 31.2 3
Transportation..........ccccoeeeeeeeeiieeene, 1,925,841 553,793 28.8 1.3
General Government.............ccoouveeeeeeenn. 952,248 160,992 16.9 4
Community and
Economic Development ....................... 3,618,550 2,942,502 81.3 6.9
Interest on Long-Term Debt................... 175,732 175,732 100.0 4
Total Governmental Activities ................. $42,391,782 $23,956,885 56.5 56.5%

For the Fiscal Year Ended June 30, 2005 (as restated) *

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 ............................ $10,500,807 $8,867,939 84.5% 22.0%
Higher Education Support 2,475,281 2,458,391 99.3 6.1
Public Assistance and Medicaid.............. 14,247,598 4,373,022 30.7 10.9
Health and Human Services ................... 3,333,997 1,221,040 36.6 3.0
Justice and Public Protection .................. 2,972,666 1,811,792 61.0 4.5
Environmental Protection
and Natural Resources..........ccccceeeuunn.e. 397,852 138,895 34.9 4
Transportation..........ccccceeieiiiiiiiieneeee 2,080,958 919,793 44.2 2.3
General Government..........ccoeeeveveieinnnnnns 670,146 147,334 22.0 4
Community and
Economic Development ....................... 3,432,302 2,756,220 80.3 6.8
Interest on Long-Term Debt.................... 175,700 175,700 100.0 4
Total Governmental Activities ................. $40,287,307 $22,870,126 56.8 56.8%

*Note that the restatements for June 30, 2005 do not include the effects of changes in reporting entity (see NOTE 2A).

Business-Type Activities

The State’s enterprise funds reported net assets of $523.5 million, as of June 30, 2006, as compared to $(350)
million in net assets, as of June 30, 2005. The primary reason for the increase in business-type activities was the
Workers’ Compensation Fund, which reported net assets of $(126.6) million, as of June 30, 2006, as compared to
$(989.8) million, an 863.2 million increase since June 30, 2005. The Unemployment Compensation Fund posted
an $11.7 million or 1.8 percent increase in net assets during fiscal year 2006 when the fund reported net assets of
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$675.7 million, as of June 30, 2006. The Tuition Trust Authority Fund reported net assets of $(228.8) million, as
of June 30, 2006, as compared to $(240.6) million in net assets, as of June 30, 2005, a 4.9 percent increase,
while the Lottery Commission Fund reported $129.6 million in net assets as of June 30, 2006, compared to
$152.1 million in net assets as of June 30, 2005, a 14.7 percent decrease. The chart below compares program
expenses and program revenues for business-type activities.

Business-Type Activities — Expenses and Program Revenues
Fiscal Year 2006

Other Business-Type Activities

Unemployment Compensation

B Program Revenues
e #
e en— #

T

$0 $500 $1,000 $1,500 $2,000 $2,500 $3,000 $3,500 $4,000 $4,500
Dollars in millions

OExpenses

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, 2006 and June
30, 2005 (dollars in thousands).

As of and for the Fiscal Year Ended June 30, 2006

Other Nonmajor Total
General Major Governmental Governmental

Fund Funds Funds Funds
Unreserved/Undesignated Fund Balance (Deficit) . $ 281,261 $ (3,033,576) $ 819,835 $ (1,932,480)
Designated Fund Balance............ccccccvvveeeieeiccnnnns 1,010,689 — — 1,010,689
Total Fund Balance ..........cccoevveeiieiiiienee e 1,909,683 1,023,218 3,134,233 6,067,134
Total REVENUES .....c..eeeiiieeiee e 26,044,204 12,453,561 3,936,363 42,434,128
Total EXPenditures ..........cccevvvveeieesiieenie e 25,215,953 12,272,170 6,329,065 43,817,188

As of and for the Fiscal Year Ended June 30, 2005 (as restated)*

Other Nonmajor Total
General Major Governmental Governmental

Fund Funds Funds Funds
Unreserved/Undesignated Fund Balance (Deficit) . $ — $ (3,182,789) $ 846,736 $ (2,336,053)
Designated Fund Balance...........cccccvvvvvveveininnnnnnnns 649,420 — — 649,420
Total Fund Balance ..........ccoovcveeeeeiiieeiiiee e 1,276,815 645,800 3,212,671 5,135,286
Total REVENUES ......eeeveeiieeeee e 25,452,628 10,986,081 3,802,370 40,241,079
Total EXpenditures .........ccceevvieeeeiiee e 24,444 884 11,124,976 5,890,767 41,460,627

*Note that the restatements for June 30, 2005 do not include the effects of changes in reporting entity (see NOTE 2A).
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General Fund

Fund balance for the General Fund, the main operating fund of the State, increased by $627.2 million (exclusive
of a $5.6 million increase in inventories) or 49.1 percent during the current fiscal year. Key factors for most of the
increase were strong personal income tax revenue resulting from an expansion in the economy, increased corpo-
rate and public utility tax collections due to the imposition of the new commercial activity tax (CAT), a portion of
which was deposited into the General Fund, and increased cigarette tax collections due to an increase in the ciga-
rette tax. These increases in tax revenues, when coupled with investment proceeds that more than doubled
compared to fiscal year 2005, outpaced mandated spending increases in the Public Assistance and Medicaid
function and in the Primary, Secondary and Other Education function.

General Fund Budgetary Highlights

The State ended the first year of its biennial budget period on June 30, 2006 with a General Fund budgetary fund
balance (i.e., cash less encumbrances) of $2.07 billion. Total budgetary sources for the General Fund (including
$425.6 million in transfers from other funds) in the amount of $27.72 billion were above final estimates by $219.5
million or .8 percent during fiscal year 2006, while total tax receipts were above final estimates by $241.9 million
or 1.2 percent. During fiscal year 20086, it was not necessary to use any of the $568.4 million that had been des-
ignated for budget stabilization purposes at June 30, 2005.

Total budgetary uses for the General Fund (including $273.4 million in transfers to other funds) in the amount of
$27.52 billion were below final estimates by $676.6 million or 2.4 percent for fiscal year 2006.

Consistent with state law, the Governor's Executive Budget for the 2006-07 biennium was released in February
2005 and introduced in the General Assembly. After extended hearings and review, the appropriations act (Act)
for the 2006-07 biennium for the General Revenue Fund (GRF), the largest, non-GAAP, budgetary-basis operat-
ing fund included in the State’s General Fund, was passed by the General Assembly and signed (with selective
vetoes) by the Governor on June 30, 2005.

The Act provided for total GRF biennial revenue of approximately $51.5 billion (a 3.8-percent increase over the
2004-05 biennial revenue) and total GRF biennial expenditures of approximately $51.3 billion (a five-percent in-
crease over the 2004-05 biennial expenditures). Spending increases for major program categories over the 2004-
05 actual expenditures were: 5.8 percent for Medicaid (the Act also included a number of Medicaid reform and
cost containment initiatives); 3.4 percent for higher education; 4.2 percent for elementary and secondary educa-
tion; 5.5 percent for corrections and youth services; and 4.8 percent for mental health and mental retardation.

The GRF expenditure authorizations for the 2006-07 biennium reflected and were supported by significant re-
structuring of major State taxes, including:

e A 21-percent reduction in Ohio’s personal income tax rates phased in at 4.2 percent a year over the 2005
through 2009 tax years.

e Phased elimination of the corporate franchise tax at a rate of approximately 20 percent a year over the
2006 through 2010 tax years (except for its continuing application to financial institutions and certain af-
filiates of insurance companies and financial institutions).

e Implementation of a new commercial activity tax (CAT) on gross receipts from doing business in Ohio that
will be phased in over the 2006 through 2010 fiscal years. When fully phased in, the CAT will be levied at
a rate of 0.26 percent on gross receipts in excess of $1 million. (The inclusion of wholesale and retail
food sales for off-premise consumption, projected to produce approximately $140 million annually once
the CAT is fully-phased in, is subject to a legal challenge.) In the next four fiscal years, as the CAT
phases-in, the General fund is not expected to receive any revenues from this tax unless collections ex-
ceed estimates. Instead, all the tax receipts will be used to compensate school districts and local gov-
ernments for tax revenues lost due to the phase-out of the tangible personal property tax. In addition,
supplemental transfers from the General fund will probably be needed to fully replace the tangible per-
sonal property tax losses.

e A 5.5-percent state sales and use tax (reduced from the six-percent rate in effect during the 2004-05 bi-
ennium).

e Anincrease in the cigarette tax rate from 55 cents a pack (of 20 cigarettes) to $1.25 a pack.

The State ended fiscal year 2006 with a GRF cash balance of $1.53 billion and a GRF budgetary fund balance of
$1.03 billion. Of the ending GRF budgetary fund balance, the State carried forward $631.9 million to cover the
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variance of GRF appropriations over estimated revenue for fiscal year 2007, to offset the one-time cost of accel-
erating the phase-in of reductions in Ohio’s personal income tax withholding rates, and to maintain 0.5 percent of
GRF revenue for fiscal year 2007 as an ending fund balance. Additionally, the State made a fiscal year-end des-
ignation that resulted in a cash transfer-out from the GRF in early fiscal year 2007 in the amount of $394 million,
which includes $40.5 million in receipts collected from a broad tax-amnesty initiative and deposited in the state
treasury in June 2006, for budget stabilization purposes.

Other Major Governmental Funds

Fund balance for the Job, Family and Other Human Services Fund, as of June 30, 2006, was $177.7 million, an
increase of $294.1 million as compared to the deficit of $116.4 million at June 30, 2005. Revenues exceeded ex-
penditures by $250.8 million, while net transfers-in totaled $43.3 million.

Fund balance for the Education Fund, as of June 30, 2006, totaled $64.8 million, a decrease of $1.8 million since
June 30, 2005. Fiscal year 2006 net transfers-in for the fund in the amount of $626.7 million were not quite
enough to cover the excess of expenditures over revenues reported for the fund in the amount of $628.5 million.

Fund balance for the Highway Operating Fund, as of June 30, 2006, totaled $752.8 million, an increase of $171.8
million (including a $7 million increase in inventories) since June 30, 2005. The increase was due to an increase
in the fund’s revenues to $2.11 billion in fiscal year 2006 from $1.81 billion in fiscal year 2005. The revenue in-
crease for this fund was due in part to a two-cent increase in the motor vehicle fuel tax rate from 26 cents a gallon
to 28 cents a gallon, effective July 1, 2005. Expenditures in the amount of $2.16 billion also increased signifi-
cantly during fiscal year 2006 when compared to the $2.05 billion in expenditures reported for fiscal year 2005.

Fund balance for the Revenue Distribution Fund, as of June 30, 2006, totaled $27.9 million, a decrease of $86.7
million since June 30, 2005. Fiscal year 2006 net transfers-out to other governmental funds of $700.3 million
were greater than the $613.7 million excess of revenues over expenditures, thus contributing to the decrease in
fund balance.

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

For the Workers’ Compensation Fund, the $863.2 million increase in net assets was primarily due to a decrease
in benefit payments of approximately $983 million, and the elimination of any payments of premium credits to em-
ployers in fiscal year 2006. These changes resulted in a decrease in operating expenses of $1.22 billion, to $2.01
billion in fiscal year 2006 from $3.23 billion in fiscal year 2005. The Bureau of Workers’ Compensation reported
net investment income of $763.8 million compared to net investment income of $988.4 million reported in the pre-
vious fiscal year. The decrease in net investment income was primarily attributable to a change in the investment
strategy and asset allocations. Prior to the third quarter of fiscal year 2006, investments were primarily in fixed
maturities, domestic equity securities, and international securities with 77 external managers. These contracts
were terminated, and substantially all assets were transitioned to a passively managed bond index fund that repli-
cates the medium duration Lehman Aggregate Bond index. As a result of these changes, the fair value of the
investment portfolio in fiscal year 2006 increased by $104.9 million compared to the $488.1 million increase in fair
value during fiscal year 2005. These decreases in investment income were partially offset by a $230.4 million
increase in earnings on fixed maturity investments during fiscal year 2006 as compared to fiscal year 2005.

Workers’ compensation benefits and claims expenses were $169.5 million less than premium and assessment
income in fiscal year 2006, whereas in fiscal year 2005 benefits and claims expenses exceeded premium and
assessment income by $715.7 million.

Workers’ compensation benefits and claims expenses were $1.93 billion in fiscal year 2006 as compared to $2.92
billion in fiscal year 2005. The decrease in workers’ compensation benefits is due largely to reductions in the cost
of pharmacy benefits, lower hospital costs, and decreases in the number of newly awarded permanent total dis-
ability claims, all of which had a favorable impact on the calculation of medical reserves.

For fiscal year 2006, the Lottery Commission Fund reported $624.3 million in net income before transfers of
$646.3 million and $472 thousand to the Education and General funds, respectively, posting a $22.4 million de-
crease in the fund’s net assets. For fiscal year 2005, the Lottery Commission Fund reported $674.3 million in in-
come before transfers of $645.1 million and $536 thousand to the Education and General funds, respectively,
posting a $28.6 million increase in the fund’s net assets. The fiscal year 2006 decrease in the Lottery Commis-
sion fund’s net assets is primarily due to investment income of $22.3 million in fiscal year 2006, as compared to
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$90.5 million in fiscal year 2005. The decrease in investment income was primarily due to the net effect of recog-
nizing an unrealized loss on the investments dedicated to the payment of annuity prizes.

Unemployment benefits and claims expenses of $1.16 billion were $23.8 million less than in fiscal year 2005,
while premium and assessment income of $1.12 billion exceeded that of fiscal year 2005 by $121.7 million for the
Unemployment Compensation Fund, which contributed to the increase in the fund’s net assets of $11.8 million for
fiscal year 2006. For calendar years 2005 and 2006, Ohio’s annualized average unemployment rate was 6.1 per-
cent and 5.9 percent, respectively, according to the U.S. Department of Labor.

Nonmajor Proprietary Funds

For fiscal year 2006, the Tuition Trust Authority Fund reduced its deficit by $11.8 million or 4.9 percent. The Au-
thority’s primary source of operating income is investment income (due to the suspension of the sale of tuition
credits), while the primary operating expense is for tuition benefit payments. The deficit reduction, therefore, was
primarily due to investment income of $69.6 million exceeding benefits and claims expenses of $56.8 million, by
$12.8 million. Tuition benefits expense increased by $35.2 million, or 162.8 percent, over fiscal year 2005.

The Liquor Control Fund reported an increase to net assets of $6.7 million, or 35 percent, after transferring $138
million to the General Fund and $38.9 million to other governmental funds. Sales increased in the amount of
$50.6 million, which, less the related increase in cost of goods sold of $19.8 million, provided the resources nec-
essary to increase transfers to governmental funds by $22.3 million over fiscal year 2005.

The net assets of the Office of Auditor of State Fund increased by $2.5 million, or 23.7 percent, to $12.8 million,
during fiscal year 2006. This increase was primarily due to a decrease in operating expenses of $2.1 million,
which is primarily attributable to a decrease in the Office’s liability for workers’ compensation.

In fiscal year 2006, transfers from proprietary funds to governmental funds totaled $881 million, up $13.5 million
or 1.6 percent when compared to the $867.5 million in transfers-out reported in fiscal year 2005.

Capital Asset and Debt Administration

Capital Assets
As of June 30, 2006 and June 30, 2005, the State had invested $23.97 billion and $23.46 billion, net of accumu-
lated depreciation of $2.31 billion and $2.14 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, 2006
With Comparatives as of June 30, 2005
(dollars in thousands)

As of June 30, 2005

As of June 30, 2006 (as restated)
Govern- Govern-
mental Business-Type mental Business-Type
Activities Activities Total Activities Activities Total
Land ..o $ 1,736,463 $ 11,094 $ 1,748,457 $ 1,632,382 $ 11,994 $ 1,644,376
Buildings 1,995,971 106,607 2,102,578 1,996,106 113,831 2,109,937
Land Improvements ..........ccccoeceeeiiieeenieeeeenne 186,105 15 186,120 170,386 16 170,402
Machinery and Equipment .............ccoooiiiienene 191,668 15,809 207,477 171,528 27,332 198,860
VehiCleS......oooiiiiiiiiii e 132,658 2,080 134,738 130,050 1,931 131,981
Infrastructure:
Highway Network:
General Subsystem ..........ccocceveeriiininicnens 8,337,768 — 8,337,768 8,315,025 — 8,315,025
Priority Subsystem 7,196,979 — 7,196,979 6,823,023 — 6,823,023
Bridge Network .........cccocoeiiiiiiiiienieeeee 2,430,629 — 2,430,629 2,332,077 — 2,332,077
Parks, Recreation, and
Natural Resources System..........c.ccccceeeenens 39,034 — 39,034 31,329 — 31,329
22,247,275 136,505 22,383,780 21,601,906 155,104 21,757,010
Construction-in-Progress ..........ccccveeviveeeinneenn. 1,581,498 778 1,582,276 1,700,690 71 1,700,761
Total Capital Assets, Net.........cccocveviiiieennne $23,828,773 $137,283 $23,966,056 $23,302,596 $155,175  $23,457,771
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During fiscal year 2006, the State recognized $236.6 million in annual depreciation expense relative to its general
governmental capital assets as compared with $212.7 million in depreciation expense recognized in fiscal year
2005.

Additionally, the State completed construction on a variety of projects at various state facilities during fiscal year
2006 totaling approximately $612.4 million, as compared with $388.4 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 2.17 percent
(about a 2.26 percent increase for governmental activities and an 11.53 percent decrease for business-type activi-
ties). As is further detailed in NOTE 19E. of the notes to the financial statements, the State had $114.4 million in
major construction commitments (unrelated to infrastructure), as of June 30, 2006, as compared with the $159.2
million balance reported for June 30, 2005.

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-
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 42,668 in lane miles of highway (12,500 in lane miles for the priority highway subsystem and
30,168 in lane miles for the general highway subsystem) and approximately 83.4 million square feet of deck area
that comprises 12,531 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 2005, indicates that
only 3.6 percent and 1.9 percent of the priority and general subsystems, respectively, were assigned a “poor”
condition rating. For calendar year 2004, only 4.5 percent and 2.2 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 2005, indicates that only 2.7 percent and .01 percent of the
number of square feet of bridge deck area were considered to be in “fair” and “poor” conditions, respectively. For
calendar year 2004, only 2.8 percent and .02 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 2006, total actual maintenance and preservation costs for the priority and general subsystems
were $410 million and $312.1 million, respectively, compared to estimated costs of $376.6 million for the priority
system and $214.8 million for the general system, while total actual maintenance and preservation costs for the
bridge network was $262 million compared to estimated costs of $246.1 million. For the previous fiscal year, total
actual maintenance and preservation costs for the priority and general subsystems were $350.4 million and
$292.3 million respectively, compared to estimated costs of $337.2 million for the priority system and $197.7 mil-
lion for the general system, while total actual maintenance and preservation costs for the bridge network was
$231.9 million compared to estimated costs of $241.7 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

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
to make rental payments (subject to appropriations) that approximate interest and principal payments made by
trustees to certificate holders.
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During fiscal year 2006, the State issued at par $1.37 billion in general obligation bonds, $199.3 million in revenue
bonds, and $109.8 million in special obligation bonds. Of the general obligation bonds and special obligation
bonds issued at par, $121.4 million and $34.8 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 5.5 percent (a 5.8 per-
cent increase for governmental activities and a 10.5 percent decrease for business-type activities).

As of June 30, 2006 and June 30, 2005, the State had total debt of approximately $11.16 billion and $10.57 bil-
lion, respectively, as shown in the table below.

Bonds and Notes Payable and Certificates of Participation
As of June 30, 2006
With Comparatives as of June 30, 2005
(dollars in thousands)

As of June 30, 2006 As of June 30, 2005
Govern- Govern-
mental Business-Type mental Business-Type
Activities Activities Total Activities Activities Total
Bonds and Notes Payable:
General Obligation Bonds ............ccccceeeenen. $ 6,893,521 $ — $ 6,893,521 $ 6,039,203 $ — $ 6,039,203
Revenue Bonds and Notes..............cccvvueeee. 720,675 135,215 855,890 591,888 151,063 742,951
Special Obligation Bonds 3,317,325 — 3,317,325 3,699,936 — 3,699,936
Certificates of Participation 90,389 — 90,389 92,142 — 92,142
Total Debt.......coooveiieciiceeeceeece e, $11,021,910 $135,215 $11,157,125 $10,423,169 $151,063 $10,574,232

Credit Ratings

Ohio’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 as AA+,
except for Highway Capital Improvement Obligations, which are rated AAA.

For special obligation bonds, 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.

The State’s revenue bonds are rated as follows:

Source of
Revenue Bonds Fitch Moody’s S&P State Payment
Governmental Activities:
Treasurer of State:
Economic Development...........ccccceeeeevriinennnn. A+ Aa3 AA- Net Liquor Profits
State Infrastructure Bank AA- Aa2 AA Federal Transportation Grants
Revitalization Projects ...........cccoccevceiniiininnne A+ A1 A+ Net Liquor Profits
Business-Type Activities:
Bureau of Workers’ Compensation.................... AA Aa3 AA Workers’ Compensation Enterprise Fund
Ohio Building Authority .........ccoccoeiiiiieiiieeee. AA Aa2 AA Lease-Rental Receipts

On February 16, 2007, Moody’s changed their “credit outlook” on the State from “stable” to “negative.” The
change in credit outlook is not a precursor to a rating change, but is an indication over the intermediate to longer
term of a potential change.

Limitations on Debt

Section 17 of Article VIl of the Ohio Constitution, approved by Ohio voters in November 1999, establishes an an-
nual debt service "cap" applicable to future issuances of direct obligations payable from the General Revenue
Fund (GRF) or net state lottery proceeds. Generally, new obligations may not be issued if debt service for any
future fiscal year on those new and the then outstanding bonds of those categories would exceed five percent of
the total of estimated GRF revenues plus net state lottery proceeds for the fiscal year of issuance.

Those direct obligations of the State include general obligation and special obligation bonds that are paid from the
State's GRF, but exclude general obligation bonds payable from non-GRF funds (such as highway bonds that are
paid from highway user receipts). Pursuant to the implementing legislation, the Governor has designated the Di-
rector of the Ohio Office of Budget and Management as the state official responsible for making the five-percent
determinations and certifications. Application of the five-percent cap may be waived in a particular instance by a
three-fifths vote of each house of the Ohio General Assembly, and that cap does not apply to bonds issued to re-

16



tire bond anticipation notes for which the requirements were met as to the bonds anticipated at the time of note
issuance, or to debt issued to defend the State in time of war.

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

Economic Factors

Nationally, economic indicators turned negative as February 2007 came to a close. Real gross domestic product
(GDP) expanded 2.2 percent in the fourth quarter, down from the original estimate of 3.5 percent. This marks the
third consecutive quarter with less than three percent real growth in the GDP, and the first such trend since the
three quarters ending in the first quarter of calendar year 2003. Real GDP grew at a rate of 3.3 percent for the
year, as compared to 3.2 percent for 2005. Consumer spending, exports, and government purchases contributed
to the growth in the GDP, but increased inventories held down the rate of growth. Consumer spending remains
strong, as does investment in nonresidential structures and exports, but housing is extremely weak. Most fore-
casters predict that economic activity will rebound to estimates later in the year.

Consumer spending in the Midwest continues to follow national trends, while Midwest retail sales were flat in
January 2007 as compared to December 2006, and on a year-over-year basis, retail sales increased only 1.8 per-
cent. By comparison, retail sales nationally were also unchanged from December 2006 to January 2007, and in-
creased 2.3 percent for the year.

Ohio employment decreased during December 2006—the seventh straight monthly decline. Job losses were
concentrated in Manufacturing and Government. Job gains occurred primarily in Trade, Transportation and Utili-
ties, Educational and Health Services, and Leisure and Hospitality. Total employment was up by 8,900 jobs from
December 2005—well below the trend of the past two years.

General Revenue Fund

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.

Through February, 2007, GRF revenues and disbursements remain under estimates. Fiscal year-to-date GRF
revenues were $250 million, or 1.5 percent, below expectations, but GRF tax sources were $80.5 million, or 0.7
percent, above the estimate. In comparison with the same point in time in fiscal year 2006, year-to-date GRF
revenue decreased by $335.7 million, or 2.1 percent.

Fiscal year-to-date sale and use tax receipts were below estimate by $104.3 million, or 2.1 percent, due to the
implementation of various tax reforms mentioned previously, as well as weakness in the sales tax. As a result,
total tax receipts have fallen $182.5 million, or 1.5 percent, below fiscal year 2006 year-to-date levels. Other tax
receipts, in total, were above estimates for fiscal year-to-date, most notably the personal income tax ($56.9 mil-
lion, or 1.1 percent), and the corporate franchise tax ($137 million, or 40.9 percent). Federal grants were below
estimate by $360.5 million, or 8.9 percent, due to lower than expected spending on healthcare, which has caused
both federal grant receipts and healthcare disbursements to fall below estimate.

Year-to-date GRF disbursements were below estimate by $702 million, or 3.9 percent, primarily due to healthcare
disbursements which were below estimate by $459.9 million, or 6.7 percent. In comparison with the same point in
time in fiscal year 2006, year-to-date GRF disbursements decreased $259.2 million, or 1.5 percent.

Contacting the Ohio Office of Budget and Management

This financial report is designed to provide the State’s citizens, taxpayers, customers, investors and creditors with
a general overview of the State’s finances and to demonstrate the State’s accountability for the money it receives.
Questions regarding any of the information provided in this report or requests for additional financial information
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 obm@obm.state.oh.us.
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STATE OF OHIO

STATEMENT OF NET ASSETS
JUNE 30, 2006

(dollars in thousands)

ASSETS:

Deposit with Federal Government.................
Taxes Receivable...............cccooeeeeeeececccirnnnan,
Intergovernmental Receivable.......................
Premiums and

Assessments Receivable................cccuu....
Loans Receivable, Net..............ccccoeeeeveuuenn...
Receivable from Primary Government...........
Other Receivables............cccocveeeeeeeeeeeennnnn...
INVENTOIIES. ..o
Other ASSEIS...eeeeeeeeeeeeeieeeeeeeeeeeeeeeeeeeeeeceeeenns
Restricted Assets:

Intergovernmental Receivable....................
Loans Receivable, Net...............................
Other Receivables...............cccucovevcenecuennnen.
Capital Assets Being Depreciated, Net.........
Capital Assets Not Being Depreciated..........

TOTAL ASSETS........covoevevirveriesensrenannns

LIABILITIES:
Accounts Payable..............ccoceovcvvirceennnnen..
Accrued Liabilities. ...........cccceevvvvvveeeeeeeeeennnnn..
Medicaid Claims Payable................cc.cc.......
Obligations Under Securities Lending...........
Intergovernmental Payable............................
Internal BalancCes..................cccccceeeeeeeeevevevnn.
Payable to Component Units.........................
Unearned Revenue
Benefits Payable............ccccoovovevoeenciiieenee
Refund and Other Liabilities..............ccccvuun...
Noncurrent Liabilities:
Bonds and Notes Payable:
Due in ONne Year........eeeeeeeeeeeeeeaeaaaaaaaaaannn.
Due in More Than One Year......................
Certificates of Participation:
Due in One Year.......ccooueeeeeeeeeeeeeaeeeeerennnn.
Due in More Than One Year......................
Other Noncurrent Liabilities:
Due in ONne Year........eeeeeeeeeeeeeeaaaaaaaaaaaannn.
Due in More Than One Year......................

TOTAL LIABILITIES........eeeerevrereae

PRIMARY GOVERNMENT
GOVERNMENTAL BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITIES TOTAL UNITS
$ 6789609 $ 89,382 6,878,991 582,299
104,753 207,112 311,865 699,997
891,754 16,105,147 16,996,901 5,815,309
3,857,013 44,698 3,901,711 323,246
— 625,375 625,375 —
1,527,630 — 1,527,630 —
1,351,168 12,317 1,363,485 43,385
— 2,148,529 2,148,529 —
934,775 — 934,775 259,003
— — — 47,582
566,216 216,319 782,535 905,606
54,887 36,414 91,301 52,056
90,988 18,554 109,542 522,948
— 800 800 13,847
— 1,540 1,540 479,264
— 1,577,356 1,577,356 2,052,554
— 351,854 351,854 7,832
— — — 288
— — — 3,231,764
— 13,843 13,843 —
2,484,446 124,511 2,608,957 6,996,991
21,344,327 12,772 21,357,099 1,426,406
39,997,566 21,586,523 61,584,089 23,460,377
625,602 47,917 673,519 427,863
326,283 4,761 331,044 512,700
996,080 — 996,080 —
3,857,013 396,552 4,253,565 331,078
1,474,164 1,362 1,475,526 402
964,090 (964,090) — —
47,617 — 47,617 —
185,385 954 186,339 190,089
— 16,067 16,067 —
867,600 79,583 947,183 82,781
1,019,930 18,803 1,038,733 812,632
9,911,591 116,412 10,028,003 5,296,245
800 — 800 725
89,589 — 89,589 27,140
128,834 2,588,709 2,717,543 1,254,655
559,403 18,755,995 19,315,398 1,760,668
21,053,981 21,063,025 42,117,006 10,696,978

The notes to the financial statements are an integral part of this statement.
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GOVERNMENTAL BUSINESS-TYPE COMPONENT

ACTIVITIES ACTIVITIES TOTAL UNITS
NET ASSETS:
Invested in Capital Assets,
Net of Related Debt............c..coueveeeeenennen... 20,889,063 10,363 20,899,426 5,095,188
Restricted for:
Primary, Secondary and Other Education 9,607 — 9,607 —
Transportation and Highway Safety.......... 921,993 — 921,993 —
State and Local
Highway Construction................cc.c...... 127,121 — 127,121 —
Federal Programs.............ccoocceeoeveeeccnenen. 75,776 — 75,776 19
Coal Research
and Development Program.................... — — — 7,352
Clean Ohio Program.............ccccccceeeveenenn. 93,682 — 93,682 —
Community and Economic Development
and Capital Purposes............c.cccceceuenn. 883,385 — 883,385 13,847
Debt SErviCe............coooeeeeeeeeeeeeeccrernnnnns — — — 2,274,289
Enterprise Bond Program.......................... 10,000 — 10,000 —
Workers' Compensation...............ccceceen. — — — —
Deferred Lottery Prizes...........c.ccocuevune.. — 56,669 56,669 —
Unemployment Compensation.................. — 675,666 675,666 —
Ohio Building Authority.........ccccoeevcevenee. — 28,041 28,041 —
Nonexpendable for
Colleges and Universities...................... — — — 3,070,470
Expendable for
Colleges and Universities...................... — — — 1,742,318
Unrestricted (DEefiCits)..........cccvoueescereacenannnn (4,067,042) (247,241) (4,314,283) 559,916
TOTAL NET ASSETS.......veeeeeeerrvvsecennnnns $ 18,943,585 $ 523,498 $ 19,467,083 $ 12,763,399
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STATE OF OHIO

STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(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..................c........ $ 11,157,283 § 35497 § 1,618,752 § — $ (9,503,034)
Higher Education Support ........................ 2,608,007 5,186 32,046 — (2,570,775)
Public Assistance and Medicaid ............... 14,909,149 639,821 9,517,548 — (4,751,780)
Health and Human Services .................... 3,526,763 236,049 1,998,901 1,889 (1,289,924)
Justice and Public Protection ................... 3,111,577 912,421 315,031 2,704 (1,881,421)
Environmental Protection
and Natural Resources......................... 406,632 192,237 86,016 1,447 (126,932)
Transportation ...........c.ccecceeeeeeeeeeceesenannnn 1,925,841 25,581 84,148 1,262,319 (553,793)
General Government ............cccccceeeeeeunnn. 952,248 474,975 296,540 19,741 (160,992)
Community and Economic
Development...........cccocceecveceeceeieeen. 3,618,550 288,490 387,558 — (2,942,502)
Interest on Long-Term Debt
(excludes interest charged as
Program expense)...........c.cccceeeveeeennen. 175,732 — — — (175,732)
TOTAL GOVERNMENTAL ACTIVITIES 42,391,782 2,810,257 14,336,540 1,288,100 (23,956,885)
BUSINESS-TYPE ACTIVITIES:
Workers' Compensation 2,011,480 2,118,571 763,812 — 870,903
Lottery Commission.................. 1,625,309 2,227,386 22,258 — 624,335
Unemployment Compensation.. 1,161,776 1,163,397 25,414 — 27,035
Ohio Building Authority.... 25,797 26,239 1,741 — 2,183
Tuition Trust Authority..... 67,162 9,289 69,629 — 11,756
Liquor Control................c.......... 423,373 606,905 — — 183,532
Underground Parking Garage... 2,993 2,590 42 — (361)
Office of Auditor of State............cccceevu.. 71,729 43,437 107 — (28,185)
TOTAL BUSINESS-TYPE ACTIVITIES... 5,389,619 6,197,814 883,003 — 1,691,198
TOTAL PRIMARY GOVERNMENT..... $ 47,781,401 § 9,008,071 $ 15219543 § 1,288,100 $ (22,265,687)
COMPONENT UNITS:
School Facilities Commission................... $ 555,648 § 2,765 § 19,850 $ — (533,033)
Ohio Water Development Authority.......... 122,637 133,014 136,944 — 147,321
Ohio State University.............cccceeeeeeeeeenns 3,361,245 2,266,045 595,846 18,548 (480,806)
University of Cincinnati..............cc..cccece... 985,018 366,466 403,975 7,587 (206,990)
Other Component Units..............cccceen..... 4,176,506 2,649,765 500,757 48,047 (1,077,937)
TOTAL COMPONENT UNITS.............. $ 9,201,054 § 5,318,055 $ 1,657,372 § 74,182 $ (2,151,445)

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) Revenue...............ccc.c...... $ (23,956,885) $ 1,691,198 $ (22,265,687) $ (2,151,445)
General Revenues:
Taxes:
INCOME....ueeceeeeeeeeeeeeeeeeeeeeeeeeen 9,854,803 — 9,854,803 —
SAICS......eeeeeeeeeeeeeeeeeeeeeee e 7,623,513 — 7,623,513 —
Corporate and Public Utility ...................... 2,359,338 — 2,359,338 —
ClQarett......ccueeeeeeeeeeeeeeee e 1,084,143 — 1,084,143 —_
(0 1= SRR 645,856 — 645,856 —
Restricted for Transportation Purposes:
Motor Vehicle Fuel Taxes..................... 1,850,939 — 1,850,939 —
Total TaXeS......cccceveeeeeaeeeeeeccieennnn. 23,418,592 — 23,418,592 —
Tobacco Settlement...............cccevvueeeeeenn. 336,044 — 336,044 —
Escheat Property...........ccccecoeeceecrcnennnee. 93,782 — 93,782 —
Unrestricted Investment Income............... 128,772 — 128,772 376,464
State ASSIStANCE ..........cccveeueeeeeeeeeciirennn. — — — 2,945,098
(0 111=] S 295 932 1,227 44,561
Additions to Endowments
and Permanent Fund Principal............. — — — 83,114
Transfers-Internal Activities.............c.c..... 818,636 (818,636) — —
TOTAL GENERAL REVENUES,
CONTRIBUTIONS, AND TRANSFERS... 24,796,121 (817,704) 23,978,417 3,449,237
CHANGE IN NET ASSETS.................. 839,236 873,494 1,712,730 1,297,792
NET ASSETS, JULY 1 (as restated).. 18,104,349 (349,996) 17,754,353 11,465,607

NET ASSETS, JUNE 30..........cocvurennues $ 18,943,585 $ 523,498 $ 19,467,083 $ 12,763,399




STATE OF OHIO
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2006

(dollars in thousands)

MAJOR FUNDS
JOB, FAMILY
AND OTHER
GENERAL HUMAN SERVICES EDUCATION
ASSETS:

Cash Equity with Treasurer . ... .................... $ 2,821,124 $ 216,807 $ 86,812
Cash and Cash Equivalents . ... .................... 12,294 1,940 60
Investments . ........ ... . . ... 459,646 9,327 2,885
Collateral on Lent Securities. . ... ................... 1,611,799 122,620 49,099
Taxes Receivable. . ................ .. ... .. ....... 1,088,389 — —
Intergovernmental Receivable . . .................... 346,082 417,688 143,882
Loans Receivable, Net . . .......................... 244,202 — 44
Interfund Receivable. . .............. ... . ... ... .... 2,925 — —
Other Receivables . ............... ... . ccuuiiiin.. 267,998 71,813 308
Inventories . ... ......... ... 24,254 — —
Other ASSEtS. . . ..o e 15,403 1,929 5,141

TOTAL ASSETS. . ... eaeaannnns $ 6,894,116 $ 842,124 $ 288,231

LIABILITIES AND FUND BALANCES:

LIABILITIES:
Accounts Payable. . ........ ... ... ... . .. ... ....... $ 176,138 $ 53,253 $ 13,587
Accrued Liabilities. . . ........ ... . . . . . ... 119,791 15,630 1,728
Medicaid Claims Payable . ... ...................... 880,091 — —
Obligations Under Securities Lending ... ............. 1,611,799 122,620 49,099
Intergovernmental Payable. . ... .................... 377,211 230,590 59,946
Interfund Payable . . ... ...... ... ... ... ... ... .. .... 701,130 21,011 2,466
Payable to ComponentUnits .. ..................... 14,967 372 2,735
Deferred Revenue . ..................uuiiiuininn. 314,209 162,275 10,389
Unearned Revenue. . .................c.cciuiiio... — 42,761 83,463
Refund and Other Liabilities . . . . .................... 778,848 15,905 —
Liability for Escheat Property . .. .................... 10,249 — —

TOTALLIABILITIES . . ......ooeeeeeeeennnnnnnns 4,984,433 664,417 223,413
FUND BALANCES:
Reserved for:

Debt Service . . . ... — — —

Encumbrances . ... ........ . 302,720 2,164,476 21,376

Noncurrent Portion of Loans Receivable. . .. ............ 240,365 — 42

Loan Commitments . .. ........ .. uieennnnnnn. — — —

INVentories . . . ....... ... 24,254 — —

State and Local Highway Construction . . .. ............. — — —

Federal Programs . . .........c.uuuuuueuunneannnnn. — 5,479 6,060

Other .« v v 50,394 5,614 533
Unreserved/Designated . .. ........................ 1,010,689 — —
Unreserved/Undesignated (Deficits):

General Fund . ... ....... .. . . . . ... 281,261 — —

Special Revenue FUNAS . . . .. ..o — (1,997,862) 36,807

Capital Projects Funds . . . . . ... — — —

TOTAL FUND BALANCES . . .........ccc''vvuunn 1,909,683 177,707 64,818

TOTAL LIABILITIES AND FUND BALANCES. .. $ 6,894,116 $ 842,124 $ 288,231

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

24



NONMAJOR

HIGHWAY REVENUE GOVERNMENTAL
OPERATING DISTRIBUTION FUNDS TOTAL
$ 770,500  $ 360,051 $ 2534315 $ 6,789,609
754 7,900 81,805 104,753
— — 419,896 891,754
436,126 203,636 1,433,733 3,857,013
65,238 369,171 4,832 1,527,630
118,770 — 324,746 1,351,168
82,263 — 608,266 934,775
— — 3,798 6,723
2,655 — 223,442 566,216
30,633 — — 54,887
2,965 — 13,699 39,137
$ 1,509,904 $ 940,758 $ 5,648,532 $ 16,123,665
$ 172,491  $ — 3 210,133 § 625,602
23,095 — 43,255 203,499
— — 115,989 996,080
436,126 203,636 1,433,733 3,857,013
316 595,371 210,730 1,474,164
114,656 395 131,155 970,813
252 — 29,291 47,617
5,255 35,155 291,226 818,509
4,889 7,943 46,329 185,385
— 70,389 2,458 867,600
_ — — 10,249
757,080 912,889 2,514,299 10,056,531
— — 34,109 34,109
1,607,196 — 1,512,820 5,608,588
76,905 — 595,971 913,283
— — 101,443 101,443
30,633 — — 54,887
— 127,121 — 127,121
3,271 — 37,998 52,808
8,088 — 32,057 96,686
— — — 1,010,689
— — — 281,261
(973,269) (99,252) 985,426 (2,048,150)
— — (165,591) (165,591)
752,824 27,869 3,134,233 6,067,134
$ 1,509,904 $ 940,758 $ 5,648,532 $ 16,123,665
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STATE OF OHIO

RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT OF NET ASSETS
JUNE 30, 2006

(dollars in thousands)

Total Fund Balances for Governmental FUNCS...............ceeeeeeererersssisssssssssssssssssssmmsmsmsssssssssssssssssnnes

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:

I T T SR
Buildings and Improvements, net of $1,388,541 accumulated depreciation....................ccccv.....
Land Improvements, net of $153,331 accumulated depreciation................c.ccueeeeoerceeeesceeseecn.
Machinery and Equipment, net of $401,398 accumulated depreciation...............ccc.cocevcvevcvencnnnn.
Vehicles, net of $118,893 accumulated depreCiation.................ceeeeoeeeeeeeseeeeeeeee e
Infrastructure, net of $3,278 accumulated depreCiation.................cceuveeccueeeeeiieeseeeiee e
CONSIUCHON-IN-PIOGIESS. .......ceieieeeeeeeee ettt ettt ettt ettt e st e s e eeenanes

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.

VY Gl R o= Iz Lo ) =
Intergovernmental RECEIVADIE. ...............cocuee ettt
(010 1=T R =102 117z Lo (=T
OBNEE ASSEIS....eeeeeeeeeeeeeeee ettt ettt ettt ettt ettt e e e e e e e e e e eeeeeeesae s s e st st ssttanananennannan

Unamortized bond issue costs are not financial resources, 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:
INEEIEST PAYADIE. ...ttt
Bonds and Notes Payable:
General Obligation BONGS.............cocuei ittt ettt
REVENUE BONGS........c..oooiieeeeee ettt
Special OblIQationN BOMGS.............cuoiui ettt s et sse e eneesinees
Certificates Of PartiCIDALON. .............ccueeeeeee ettt e e e eea s seeeeineeeaee
Other Noncurrent Liabilities:
COMPENSALEA ADSEIICES. ...ttt ettt ettt e e et e et e e s e e e neeeas
Capital LeaSES PaY@DIE............ccccoeueeiieeeee ettt
Estimated Claims PayabIe..............c..ououei ettt
Liability fOr ESCREAL PrOPEITY.....c..coeeeeieeeeeeee ettt ettt ne e

Total Net Assets of Governmental ACHIVIlti©S..........cccceeeuuerereeeeeessessssssssssssssssssssssssssssnsnnnssssssssssnnnnns

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

6,067,134

1,736,463
1,995,971
186,105
191,668
132,658
18,004,410
1,581,498

23,828,773

334,805
250,009
220,556

13,139

818,509

51,851

(122,784)

(6,893,521)
(720,675)
(3,317,325)
(90,389)

(420,673)
(3,366)
(8,398)

(245,551)

(11,822,682)

$

18,943,585
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STATE OF OHIO

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

REVENUES:
INCOME TAXES. . . o
Sales TaxXes . .. ..o
Corporate and Public Utility Taxes . .. .......................
Motor Vehicle Fuel Taxes. ... ..............uuuuiuuiiin..
Cigarette Taxes . .. ... e
Other TAXES . . .o e et e e
Licenses, Permitsand Fees . . ............ ... ...
Sales, Servicesand Charges . ... ...........c.c ...
Federal Government. . . ... ...... ... . . . ...
Tobacco Settlement . .. .......... ...
Escheat Property . .. .... ... ... e
Investment Income. . .. ......... . . . . . ..

EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education .. ..................
Higher Education Support. . . ...
Public Assistance and Medicaid. . ..........................
Health and Human Services. . . .............c.c. ...
Justice and Public Protection . . ..............c...uuiiiinino..
Environmental Protection and Natural Resources . .............
Transportation. . .. ....... ...
General Government . . ... ....... ...
Community and Economic Development .. .. .................

CAPITALOUTLAY . ittt it ss s s s s s s ssaann s aaanns
DEBTSERVICE . . ...ttt ssssnnnnnnannnnnannnns
TOTALEXPENDITURES . ........¢cciivunnnnnnnnnnnnnnnns

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

OTHER FINANCING SOURCES (USES):
Bonds and Certificates of Participation Issued. . ...............
Refunding Bonds Issued. . .. .......... .. ... ... ... . .. .. ....
Payment to Refunded Bond Escrow Agents. .. ................
Premiums . . . ... .
Capital Leases . . ...
Transfers-in. . . .. ...
Transfers-out . . . .. ... .

TOTAL OTHER FINANCING SOURCES (USES). . . . . . v v nnn
NET CHANGE IN FUND BALANCES . ....... .t iiieiiiiiiannnns

FUND BALANCES (DEFICITS), JULY 1 (asrestated) . .................
Increase for Changes in Inventories. . ... ....................

FUND BALANCES, JUNE 30..................c..cocvnnn.

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

JOB, FAMILY

AND OTHER
GENERAL HUMAN SERVICES EDUCATION
8,889,463 $ — $ —
7,302,441 — —
1,774,113 — —
1,084,142 — —
584,689 3,720 —
209,054 516,615 1,236
46,067 — 347
5,526,049 4,803,642 1,615,052
145,695 — —
305,425 18,475 4,076
177,066 110,713 23,078
26,044,204 5,453,165 1,643,789
8,235,782 5,876 2,217,629
2,183,324 3,161 31,630
10,360,892 4,543,579 —
1,200,155 545,277 1,871
1,969,847 40,287 21,162
96,969 — —
24,727 — —
520,217 2,050 —
623,300 60,199 —
204 1,888 —
536 — —
25,215,953 5,202,317 2,272,292
828,251 250,848 (628,503)
629,392 — —
921 — —
4,959 — —
365,326 95,827 658,548
(1,201,618) (52,547) (31,817)
(201,020) 43,280 626,731
627,231 294,128 (1,772)
1,276,815 (116,421) 66,590
5,637 — —
1,909,683 $ 177,707  § 64,818




NONMAJOR

HIGHWAY REVENUE GOVERNMENTAL

OPERATING DISTRIBUTION FUNDS TOTAL
— $ 829,300 $ 7505 $ 9,726,268
— 301,264 19,808 7,623,513
— 581,705 3,519 2,359,337
672,563 1,154,244 24,133 1,850,940
— — 1 1,084,143
— 16,599 40,849 645,857
70,665 365,461 974,518 2,137,549
2,224 — 28,433 77,071
1,322,053 — 2,154,299 15,421,095
— — 294,725 294,725
— — — 145,695
20,317 1,929 90,401 440,623
18,204 79 298,172 627,312
2,106,026 3,250,581 3,936,363 42,434,128
— 338,017 228,781 11,026,085
— — 280,959 2,499,074
— — 3,040 14,907,511
— 1,925 1,712,343 3,461,571
— 327,107 696,721 3,055,124
— — 298,047 395,016
2,160,630 — 571 2,185,928
— — 270,378 792,645
— 1,969,882 895,684 3,549,065
— — 483,812 485,904
— — 1,458,729 1,459,265
2,160,630 2,636,931 6,329,065 43,817,188
(54,604) 613,650 (2,392,702) (1,383,060)
— — 894,877 1,524,269
— — 156,240 156,240
— — (172,770) (172,770)
— — 70,554 71,475
— — — 4,959
513,766 144,532 1,541,822 3,319,821
(294,405) (844,876) (75,922) (2,501,185)
219,361 (700,344) 2,414,801 2,402,809
164,757 (86,694) 22,099 1,019,749
581,068 114,563 3,112,134 5,034,749
6,999 — — 12,636
752,824 $ 27869 $ 3,134233 $ 6,067,134
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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, 2006

(dollars in thousands)

Net Change in Fund Balances -- Total Governmental Funds.............ccccocouveeuuns $ 1,019,749
Change iN INVENIOIIES.........c...eeueeiieeeeee ettt 12,636
1,032,385
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 EXPENAITUIES............ccuiiueeeeieeee e 762,809
Depreciation EXPENSE.............cccueueiueeiieeiieiectietictietcciteste et (236,632)
Excess of Capital Outlay Over Depreciation EXpEnse.............cccccouveeeseenenne 526,177
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 BONdS..............c.cccciiiiiiiciiiiciciciiciiee (1,250,000)
REVENUE BONCS........c..oieeeeeeeeeee ettt (199,270)
Special Obligation BONGS...............c.ccccoeiiiiiiiiciciccici e (74,999)
Refunding Bonds, including Bond Premium/Discount, Net................ccccccceecuen. (173,664)
Premiums and Discounts, Net:
General Obligation BONAS...............coouveeceeniiisieeieeeee e (45,876)
Revenue BONdS...............couecieiicieiiiciiciicie et (5,702)
Special Obligation BONGS.............ccccceeceesiieciieeeietesieeete st (2,473)
Deferred Refunding LOSS.............uueecuiieeiie et 8,413
CAPIAI LEASES.......c...oeeeee e (4,959)
Total Debt ProCEEAS.............ooeceeeieeeeeeeeee e ___(1,748,530)
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.............ccuaiuieieeiiieseeee et 565,105
REVENUE BONGS. ...ttt e ettt ettt ettt ettt teaeanananaens 71,790
Special Obligation BONGS.............ccoicueieesii ettt 488,743
Certificates Of PartiCipation................ccocueuoueeeesiii e 1,005
Capital Lease PayMENTS..........ccuucueiueeieesiieeseeee ettt 4,064
Total Long-Term Debt REDAYMENL..........c..ooveeeeiiieeesie e 1,130,707
Revenues in the Statement of Activities that do not provide current financial
resources are deferred in the governmental funds. Deferred revenues
decreased by this amount this year. (40,509)

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 ASSetSs..........ccccceeevvvvureevevennns
Increase in Accrued Interest and Other Accrued Liabilities...............................
Amortization of Bond Premiums/Accretion of Bond Discount, Net.....................
Amortization of Deferred Refunding LOSS...........c.ccocceiirceeeciiieeceiesee e
Increase in Compensated ADSENCES. ..........cccccuueieeeeaiiiieeiie e
Decrease in Refund and Other Liabiliti@S................ooeeeeeveeeeeeeeiireeaeeeciiieeeeeean,
Increase in Estimated Claims Payable
Increase in Liability for Escheat Property....................

Total additional @XPEeNAItUIES..............ceuevoeeeeeii et

Change in Net Assets of Governmental ACHVIli€S........ccccuevereervsscemrissnnssisnnsssnns

4,078
(9,655)
43,674
(25,487)
(23,056)
3,140
(1,775)

(51,913)
(60,994)
839,236

$
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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, 2006

(dollars in thousands)

GENERAL
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
ORIGINAL FINAL ACTUAL (NEGATIVE)
REVENUES:
JNCOME TAXES oo eee e eaee v $ 8,673,900 $ 8,673,900 $ 8,786,388 $ 112,488
SAIES TAXES ...ttt eee e e e 7,480,900 7,480,900 7,368,244 (112,656)
Corporate and Public Utility Taxes ..........cccceeeevevcceeeennenn. 1,558,400 1,558,400 1,741,463 183,063
Motor Vehicle FUEI TAXES ........cccceeeeeeeeeeeeeeeeeeeeeeennn — — — —
CiQarette TAXES.......uueveesieeseesie e eeesieeseesies s see s 1,013,200 1,013,200 1,084,142 70,942
(010 1=T A = ) (=3 597,382 597,382 585,482 (11,900)
Licenses, Permits and FEEs ..........ccccuuuueeeeeeeieeeeeeennnn. 179,173 179,173 183,877 4,704
Sales, Services and Charges ............cccueveeeeeeceeescenennenn 51,136 51,136 51,934 798
Federal GOVEINMENt .............oooeeeeeeeeeeeeeeeeeeeeieeeeeeeeaea 5,799,284 5,799,284 5,670,074 (129,210)
INVEStMENt INCOME .......ccoeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaa 68,558 68,558 110,839 42,281
(01 = SRS 1,706,115 1,706,115 1,709,145 3,030
TOTAL REVENUES..........eeeeeiceerreissiireenrsssssssaanenssssns 27,128,048 27,128,048 27,291,588 163,540
BUDGETARY EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education ..................... 7,714,620 7,748,542 7,672,196 76,346
Higher Education SUPPOIt .........ccceeeeeeeeeaeeieeeieeenn 2,157,722 2,187,321 2,183,525 3,796
Public Assistance and Medicaid ................ccccceuuueuuenn.... 11,697,135 11,704,083 11,316,661 387,422
Health and Human Services ..............cccceeeeeevevevvvvvcrennn. 1,391,429 1,393,058 1,372,595 20,463
Justice and Public Protection ...............cccceeeeuvveeeeeeeennn. 2,119,499 2,142,246 2,103,956 38,290
Environmental Protection and Natural Resources ........ 132,011 135,067 129,912 5,155
TranSpPOrtation .............ccocuevcoeeesiieeeeeieeeeee e 40,613 40,672 40,406 266
General GOVEIMMENE .......eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeecinns 729,848 763,195 662,717 100,478
Community and Economic Development ...................... 690,020 716,841 702,088 14,753
CAPITAL OQUTLAY aeeeevvcvreesisissnssssssssssssssssssssssnssssssas 353 353 318 35
DEBT SERVICE.........eoeeeeeeeeeeeeeeessssssnessssssssnsssssssssnnsssssssnns 1,139,408 1,119,213 1,062,943 56,270
TOTAL BUDGETARY EXPENDITURES.............cccceeeuu. 27,812,658 27,950,591 27,247,317 703,274
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES............. (684,610) (822,543) 44,271 866,814
OTHER FINANCING SOURCES (USES):
TrANSTEIS AN oottt e e 369,734 369,734 425,645 55,911
TrANSTOIS-OUL ... et eeesaeens (246,745) (246,745) (273,411) (26,666)
TOTAL OTHER FINANCING SOURCES (USES,.......... 122,989 122,989 152,234 29,245
NET CHANGE IN FUND BALANCES............eeerevreecnnrrenans $ (561,621) $ (699,554) 196,505 $ 896,059
BUDGETARY FUND BALANCES
(DEFICITS), JULY T aeeeeeeeerernerseenesssennssssnsssssanenassnnnnas 1,229,692
Outstanding Encumbrances at Beginning of Fiscal Year 643,476
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 .....cocemercmerccsnencssmnssssmnssssanassssnnnns $ 2,069,673

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)
$ — $ —
3,720 —
491,135 1,236
— 347
3,466,430 1,655,491
18,146 3,384
174,892 31,588
4,154,323 1,692,046
$ 178850 § 84,470 13432 § 71,038 $ 2435562 $ 2,444,980 2,312,029 § 132,951
8,784 8,784 4,840 3,944 22,019 41,266 29,299 11,967
6,380,367 6,622,139 5,960,052 662,087 — — — —
654,967 660,216 601,563 58,653 1,942 3,442 2,217 1,225
58,098 64,605 37,050 27,555 29,255 31,158 25,161 5,997
1,258 2,484 1,521 963 — — — —
— 75,000 60,199 14,801 — — — —
22,866 25,564 3,441 22,123 — — — —

$ 7,305,190 $ 7,543,262 6,682,098 $ 861,164 $ 2,488,778 $ 2,520,846 2,368,706 $ 152,140

(2,527,775) (676,660)
62,300 655,496
(44,134) (8,583)
18,166 646,913
(2,509,609) (29,747)
(2,173,412 51,146
2,384,746 30,090

$ (2,298,275) $ 51489

(continued)

33



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, 2006

(dollars in thousands)

(continued)
HIGHWAY OPERATING
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
ORIGINAL FINAL ACTUAL (NEGATIVE)
REVENUES:
INCOME TAXES ...t ee e $ —
SAIES TAXES ...ttt e e e e e —
Corporate and Public Utility Taxes .........cccceeeevevcveeeennenn. —
Motor Vehicle FUEl TAXES .......cccceeeeeeeeeeeeeeeeeeeeeeeecennn 667,566
CiQarette TAXES......ccueeesieeeeiee et —
(01 01T I (=3 —
Licenses, Permits and FEEs ..........cccueuuueeeeeeeieeeeeeennn. 70,675
Sales, Services and Charges ...........cccoeveveeeeceeeecenesnenn 2224
Federal GOVEINMEN! .............ooueeeeeeeeeeeeeeeeeeeeeieeeeeeeeaeea 1,310,915
INVEStMENt INCOME .......ccooeeeeeeeeeeeeeeeeeeeeeteeeeeeeeeeeeeea 19,973
(014 = G 77,591
TOTAL REVENUES........ccooseseueeeeeereneneenneeresssssssssssssssnes 2,148,944
BUDGETARY EXPENDITURES:
CURRENT OPERATING:

Primary, Secondary and Other Education ...................... $ — § — —  § —
Higher Education Support ...........cccecoievoeeeceesieieeee — — — —
Public Assistance and Medicaid ...............ccccceeeevvvvunnn. — — — —
Health and Human Services ..............cccoeveeeeeccvceeneeannn. — — — —
Justice and Public Protection .............cccceeveeeeeeeeeeennnnn... — — — —
Environmental Protection and Natural Resources ........ — — — —
TranSPOrtation ............cccoouevceeeesiieeeeeieeeee e 4,041,007 4,945,802 3,991,653 954,149
General GOVEIMIMENE .......ueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeianns — — — —
Community and Economic Development ...................... — — — —

CAPITAL OUTLAY eeevevvvvvsisssssssssssssssssenmensnnsssssssssssssnens — — — —
DEBT SERVICE..........cceeeeesisessssssnennnnennnnssessssssssssssssssssssssss 96,757 89,947 86,337 3,610
TOTAL BUDGETARY EXPENDITURES.............c.cceeeuun. $ 4,137,764 $ 5,035,749 4,077,990 $ 957,759
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES............. (1,929,046)
OTHER FINANCING SOURCES (USES):
TrANSTEIS N ..ottt eeeeeteee e anaaes 596,931
TraNSTEIS-OUL .........oeeiieieeiie et (290,528)
TOTAL OTHER FINANCING SOURCES (USES,.......... 306,403
NET CHANGE IN FUND BALANCES..........ueererereererrrrerens (1,622,643)
BUDGETARY FUND BALANCES
(DEFICITS), JULY T.aeeeeeeeeeeeeeresesamenesrsssssmmennsssnmmnnnnnnenns (1,095,790)
Outstanding Encumbrances at Beginning of Fiscal Year 1,696,712
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 .....coceeercmercinescssmnssssmnssssanassssnnnss $ (1,021,721)

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

BUDGET

ORIGINAL FINAL

ACTUAL

VARIANCE
WITH
FINAL
BUDGET

POSITIVE/

(NEGATIVE)

$ 165998 $ 193,328

1,865 1,865
530,000 530,305

1,899,359 2,048,415

$

829,300
301,264
447,721
1,155,853
16,599
532,304

1,929
80

3,285,050

193,121

1,545
516,775

1,896,135

$ 2,597,222 § 2,773,913

2,607,576

166,337

$

677,474

144,532

(820,921)
(676,389)

1,085

350,840

351,925
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STATE OF OHIO

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS - ENTERPRISE
JUNE 30, 2006

(dollars in thousands)

MAJOR PROPRIETARY FUNDS

WORKERS' LOTTERY UNEMPLOYMENT
COMPENSATION COMMISSION COMPENSATION
ASSETS:
CURRENT ASSETS:
Cash Equity With TreaSUIer............ccccccuevieesceieeieesieeseeeee e $ 11,113  § 51,75z & —
Cash and Cash Equivalents... 182,493 11,641 1,338
Collateral on Lent SECUIHES. ..........cceeceereeeiireeseiisessiiaeesiiaeesiieaenns 6,285 29,270 —
Restricted Assets:
Cash Equity With TreaSUurer...............cccceuveeeeeeeeeaeieseesieeseeee — 800 —
Investments.........ccccceeeeeennn. — 91,334 —
Collateral on Lent Securities.. — 351,854 —
Other RECEIVADIES..........ccceceeeeeeeeeeeetaeeseeeetee st eaeeeannn — 13,843 —
Deposit with Federal GOVErnment.............cccocveveeeeeeeceeirieeseeene — — 625,375
Intergovernmental Receivable.................... — — 3,351
Premiums and Assessments Receivable... 873,835 — 25,053
Interfund ReceiVable..................cccueeeeceeeeeeeeeeeeeeeeteeeeeee e 77,015 — —
Other RECEIVADIES............cccueeeeseeeeeeeeee et eescaeaeeseaeesaaaaenans 153,631 40,054 8,927
Inventories.............. — — —
Other Assets 3,163 6,809 7,320
TOTAL CURRENT ASSETS. 1,307,535 597,357 671,364
NONCURRENT ASSETS:
Restricted Assets:
Cash and Cash EQUIVAIENTS...............cccooveeeeeeeiiieieseeeesee 1,540 — —
Investments — 674,223 —
INVESIMENIS.......eeeeeeeeeeeeeeea e 16,029,479 — —
Premiums and Assessments Receivable..............cccceeeeeeecveveennaannn. 1,215,678 — 33,963
Interfund RecCeiVabIe.................ccccueeeeceeeeesieeesciaeeseaeesaa s 887,677 — —
Other Receivables — — _
Other ASSELS.....uveveeeceeeeeeiaeesieeesiieaennns — — —
Capital Assets Being Depreciated, Net. 110,948 2,866 —
Capital Assets Not Being Depreciated..............cccouveeeeeevceenceenncnn. 11,994 — —
TOTAL NONCURRENT ASSETS. 18,257,316 677,089 33,963
TOTAL ASSETS. 19,564,851 1,274,446 705,327
LIABILITIES:
CURRENT LIABILITIES:
Accounts Payable................cooceeoieiieeeeee e 8,808 11,890 —
Accrued Liabilities..............ccccccuen.... — — —
Obligations Under Securities Lending...............ccoueueioeeiereieaseee 6,285 381,124 —
Intergovermental Payable.................ccooceeioiesieiniieiieeeeeeeeee — — 928
Deferred Prize Awards Payable................cccocoeeiomeioeiaiiiaiieeeee — 94,484 —
Interfund Payable.......................... — 497 —
Unearned Revenue... 39,396 943 —
Benefits Payable 1,886,938 — 16,067
Refund and Other Liabilities... 529,478 20,164 12,666
Bonds and Notes Payable.................ccoweeioeeniieiiiiiesiesieeees 14,150 — —
TOTAL CURRENT LIABILITIES. 2,485,055 509,102 29,661
NONCURRENT LIABILITIES:
Deferred Prize Awards Payable.............c..ccocceevoeeiveeiciieiiinieenn — 629,047 —
Interfund Payable.......................... — 3,832 —
Unearned Revenue... 360,598 — —
Benefits Payable.............ccoouuieieeaieeeeeeeseee e 15,363,740 — —
Refund and Other Liabillties. .............ccccvueeeecureesseaessiieeeeciesessannn 1,368,177 2,826 —
Bonds and Notes Payable...................ccouauiooieiioiiieiiieeeieeee 113,90z — —
TOTAL NONCURRENT LIABILITIES. 17,206,417 635,705 —
TOTAL LIABILITIES. 19,691,472 1,144,807 29,661
NET ASSETS:
Invested in Capital Assets, Net of Related Debit.................cccce....... (3,965) 2,866 —
Restricted for Deferred Lottery Prizes — 56,669 —
Unrestricted (DEfiCilS)..........oucuueieeeeeeeie et (122,656) 70,104 675,666
TOTAL NET ASSETS (DEFICITS) $ (126,621) $ 129,639 § 675,666

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

PROPRIETARY

FUNDS TOTAL
26517 § 89,382
11,640 207,112
9,143 44,698
— 800
109,540 200,874
— 351,854
— 13,843
— 625,375
8,966 12,317
— 898,888
1,911 78,926
10,463 213,075
36,414 36,414
1,255 18,547
215,849 2,792,105
— 1,540
702,259 1,376,482
75,668 16,105,147
— 1,249,641
7,374 895,051
3,244 3,244
7 7
10,697 124,511
778 12,772
800,027 19,768,395
1,015,876 22,560,500
27,219 47,917
4,761 4,761
9,143 396,552
434 1,362
— 94,484
3,110 3,607
11 40,350
81,200 1,984,205
3,966 566,274
4,653 18,803
134,497 3,158,315
— 629,047
2,448 6,280
— 360,598
1,014,700 16,378,440
16,907 1,387,910
2,510 116,412
1,036,565 18,878,687
1,171,062 22,037,002
11,462 10,363
— 56,669
(166,648) 456,466

(155,186) $ 523,498




STATE OF OHIO
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS —~ ENTERPRISE

FOR THE FISCAL YEAR ENDED JUNE 30, 2006
(dollars in thousands)

MAJOR PROPRIETARY FUNDS

WORKERS' LOTTERY UNEMPLOYMENT
COMPENSATION COMMISSION COMPENSATION
OPERATING REVENUES:
Charges for Sales and ServiCes............ccccuwuvoueeeeerescceassnenn. $ — $ 2,220,927 $ 13,593
Premium and Assessment INCOMe............cccceeeeeeeeeeeeeeennnnnnn. 2,103,289 — 1,116,290
Federal GOVEIMMENT...............ooueeeeeeeeeeereeeieieeeeieaeaaaaaeen — — 21,327
INvestment INCOME...............oooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee — — 25,060
(0101 15,282 6,459 12,251
TOTAL OPERATING REVENUES..........ouuueeevererererrresssssnns 2,118,571 2,227,386 1,188,521
OPERATING EXPENSES:
Costs of Sales and SerViCes.........ueeeeeeeeeeeeeeeeeiiiieieieeeeeeeennn — — —
AQMUNISHAON. ...ttt 44,586 94,601 —
Bonuses and COMMISSIONS...........eeeeeeeeeeeeeeeeeeeeeieieeeeeeeeeeeennns — 139,841 —
(7= = N — 1,311,142 —
Benefits and ClaimS...............oooeeeeeeeeeereeeieieeeeieeeaaaaaeen 1,933,813 — 1,161,444
DEPIreCIAtION. .........eeeeeeeeieeeee e 8,758 14,596 —
(0101 24,323 30 332
TOTAL OPERATING EXPENSES..........cooevvvvrrererrrssssssssns 2,011,480 1,560,210 1,161,776
OPERATING INCOME (LOSS)......cccurcssmemrisnessssmersssnnnsns 107,091 667,176 26,745
NONOPERATING REVENUES (EXPENSES):
INvestment INCOME...............cooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee, 763,812 22258 290
INterest EXPENSE. ........cccovvevceeeieieeeeeeeie e — (20,615) —
Federal Grants..........ooooueeeeeeeeeeeeereeeieieeeeeeeeeeeeeeeeeeeeeeeeeeeeen — — —
(0101 — (44,484) 932
TOTAL NONOPERATING REVENUES (EXPENSES,)....... 763,812 (42,841) 1,222
INCOME (LOSS) BEFORE TRANSFERS...........ccommrrereeeeernnas 870,903 624,335 27,967
TRANSFERS:
TrANSTOISN....ccceeeeeeeeeeeeeee et eeeeettee e e e e aeeeeeaes 44 — 9,144
TraNSTOIS-OUL..........oeeeeiieeiee et (7,724) (646,748) (25,366)
TOTAL TRANSFERS.........cooreeevvvvsvsssssssssssssssnannnnenesssssssnsens (7,680) (646,748) (16,222)
NET INCOME (LOSS).....cmeeeeeereemeeressssmennssssssnmnesssssssnmnnssssssas 863,223 (22,413) 11,745
NET ASSETS (DEFICITS), JULY 1 (as restated,)................. (989,844) 152,052 663,921
NET ASSETS (DEFICITS), JUNE 30...........cooemmreeerrenrrrarnens $ (126,621) $ 129,639 $ 675,666

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

38



NONMAJOR

PROPRIETARY
FUNDS TOTAL

$ 683,943 $ 2,918,463
— 3,219,579
— 21,327

69,629 94,689

4,517 38,509
758,089 6,292,567
447,399 447,399

80,447 219,634

— 139,841

— 1,311,142

56,847 3,152,104

2,841 26,195

2,497 27,182

590,031 5,323,497
168,058 969,070

1,783 788,143
(673) (21,288)

107 107
(350) (43,902)

867 723,060

168,925 1,692,130
53,223 62,411
(201,209) (881,047)
(147,986) (818,636)
20,939 873,494
(176,125) (349,996)

$ (155,186) § 523,498
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STATE OF OHIO

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS - ENTERPRISE

FOR THE FISCAL YEAR ENDED JUNE 30, 2006
(dollars in thousands)

MAJOR PROPRIETARY FUNDS

WORKERS' LOTTERY UNEMPLOYMENT
COMPENSATION COMMISSION COMPENSATION
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from CUSIOMENS...........ccceeeeeeeeeeeeeeeeeeseeeeeeeeeeeeeeeeeeseeeineeans $ — $ 2,215,064 $ —
Cash Received from Premiums and ASSESSMENIS...........ccccceeeeeeeevcvveeeaienanns 2,256,238 — 1,097,338
Cash Received from Multi-State Lottery for Grand Prize Winner..................... — 390,064 —
Cash Received from Interfund Services Provided...............cccccovueeevveveecireneannn. 58,869 1,396 —
Other Operating Cash RECEIDLS. ........coccuaieeeeeeeieeeeeieee et 27,230 5,063 13,182
Cash Payments to Suppliers for Goods and Services.............c.cccocecereeunnse. (68,444) (65,386) (332)
Cash Payments to Employees for SErvices............ccccccouecevceecesiesceccineece (242,185) (23,655) —
Cash Payments for Benefits and Claims............ccccccoueooeeoeeseeeeieieecieeseeae (2,105,501) — (1,034,214)
Cash Payments for Lottery Prizes....................... — (1,892,649) —
Cash Payments for Bonuses and Commissions............ — (139,649) —
Cash Payments for Premium Reductions and Refunds. (85,127) — —
Cash Payments for Interfund Services USed..............c.cccccoevvuroeiinceccucneencne. (12,703) (2,941) —
Other Operating Cash Payments...............ccccouecueiineeciiniiiesieeseeeeeeeeee — (30) (43,466)
NET CASH FLOWS PROVIDED (USED) BY
OPERATING ACTIVITIES. (171,623) 487,277 32,508
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers-in ..... 44 — 9,144
Transfers-out ... (7,724) (646,748) (25,365)
FEACIAI GIaNTS. ...ttt e e s — — —
NET CASH FLOWS PROVIDED (USED) BY
NONCAPITAL FINANCING ACTIVITIES. (7,680) (646,748) (16,221)
CASH FLOWS FROM CAPITAL
AND RELATED FINANCING ACTIVITIES:
Principal Payments on Bonds and Capital Leases..............c.cccccvveeeuesveceenunne. (13,190) (15,596) —
INEEIEST PAIA ...ttt e e s e e e (6,472) (511) —
Acquisition and Construction of Capital Assets ...... (3,739) (1,318) —
Principal Receipts on Capital Leases Receivable... — — —
Proceeds from Sales of Capital ASSELS .........cccuvecveeeeeeeesieesiesiiaesiesieesiennns 108 190 —
NET CASH FLOWS PROVIDED (USED) BY
CAPITAL AND RELATED FINANCING ACTIVITIES. (23,293) (17,235) —
CASH FLOWS FROM INVESTING ACTIVITIES:
PUrchase Of INVESHMENES...........coeeeeeeeeeeeee et (64,014,458) (2,565,065) (1,084,751)
Proceeds from the Sales and Maturities of Investments ..............ccccccevveeenne. 62,399,345 2,656,653 1,052,101
Investment Income Received ..............ccoceevoeecienivecreenns 813,246 46,042 288
Borrower Rebates and Agent Fees. (84,707) (20,211) —
NET CASH FLOWS PROVIDED (USED) BY
INVESTING ACTIVITIES. (886,574) 117,419 (32,362)
NET INCREASE (DECREASE) IN CASH & CASH EQUIVALENTS................. (1,089,170) (59,287) (16,075)
CASH AND CASH EQUIVALENTS, JULY 1 (as restated)..........cccccceevirerseninns 1,284,316 123,480 17,413
CASH AND CASH EQUIVALENTS, JUNE 30 $ 195,146 § 64,193 $ 1,338

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

PROPRIETARY
FUNDS TOTAL
666,902 2,881,966
— 3,353,576
— 390,064
11,437 71,702
11,444 56,919
(443,833) (577,995)
(89,609) (355,449)
— (3,139,715)
— (1,892,649)
— (139,649)
— (85,127)
(2,053) (17,697)
(69,151) (112,647)
85,137 433,299
55,785 64,973
(201,209) (881,046)
104 104
(145,320) (815,969)
(2,233) (31,019)
(339) (7,322)
(4,835) (9,892)
2,047 2,047
107 405
(5,253) (45,781)
(1,740,444) (69,404,718)
1,779,682 67,887,781
31,897 891,473
— (104,918)
71,135 (730,382)
5,699 (1,158,833)
32,458 1,457,667
38,157 298,834
(continued)
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STATE OF OHIO

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS -- ENTERPRISE

FOR THE FISCAL YEAR ENDED JUNE 30, 2006
(dollars in thousands)

(continued)

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED (USED) BY OPERATING ACTIVITIES:
Operating INCOME (LOSS)........cuueeeeeeeeeeee et
Adjustments to Reconcile Operating Income (Loss) to
Net Cash Provided (Used) by Operating Activities:
INVESIMENT INCOME..........oeeeeeeeeee et
DEPIECIAMION ...ttt n
Provision for Uncollectible Accounts.........
Amortization of Premiums and Discounts........
Interest on Bonds, Notes and Capital Leases................cccccecerverceenencnccecns
Decrease (Increase) in Assets:
Deposit with Federal GOVEINMENt..............ccuaveuueieeiieeeieseiieeeeie e
Intergovernmental ReCEIVADIE..............cccccoeieeeeeieieeieeeee e
Premiums and Assessments Receivable..............ccccouwoeeceenieeaiensnanns
Interfund RECEIVADIE................coceeieieeeeeee et
Other RECEIVADIES ...........coocueaeieeeeeeee et
INVEINEOLIOS ...ttt a e s
OFNEE ASSEIS ...ttt ne e
Increase (Decrease) in Liabilities:
Accounts Payable
Accrued Liabilities
Intergovernmental Payable................ccououeioeeeeeieieeeeeeeeee e
Deferred Prize Awards Payable..............cc.coeiomeeoeeseeieiiasieaieesieeeee e
INterfund Payable...............cooeeeeeiieeeeee e
UNearned REVENUE ..........ccoooeeeeieeeeee et
BenefitsS PayabIe.............coceeeueeiieeeeeeee et
Refund and Other Liabilities..............ccccueeeeieeiiieseeeeeeee e

NET CASH FLOWS PROVIDED (USED) BY
OPERATING ACTIVITIES

NONCASH INVESTING,
CAPITAL AND FINANCING ACTIVITIES:
Change in Fair Value of INVESIMENIS...........cceeeeeieaiiesieeeeeee e
Contributions of Capital Assets from Other FuNdS............ccccccoeveoeeneeeeseeneen.
Capital Assets Acquired under Capital Leases.............cccouweeesoeeeceeesenainans

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

WORKERS' LOTTERY UNEMPLOYMENT
COMPENSATION COMMISSION COMPENSATION
$ 107,091 § 667,176 $ 26,745
_ — (25,060)
8,758 14,596 —
70,038 — —
(960) — —
6,472 — —
— — 57,140
— — (36)
133,257 — (36,185)
(83,313) — _
(49,327) (5,097) 865
(1,021) (14,683) (118)
(1,880) 3,505 —
— — 882
— (164,264) —
— 855 —
10,662 (767) _
(248,464) — 4,165
(122,936) (14,044) 4,110
$ (171,623) § 487,277 $ 32,508
$ 104,946 $ 31,784 § —



NONMAJOR

PROPRIETARY
FUNDS TOTAL

$ 168,058 $ 969,070
(69,629) (94,689)

2,841 26,195

— 70,038

1,098 138

— 6,472

— 57,140

116 80

— 97,072

10 (83,303)

6 (53,553)

(1,343) (1,343)

(338) (16,160)

(3,585) (1,960)

215 215

20 902

— (164,264)

(31) 824

1 9,896

(10,900) (255,199)

(1,402) (134,272)

$ 85137 $ 433,299
$ (3251) § 133,479
86 86

12 12
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STATE OF OHIO

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2006

(dollars in thousands)

PRIVATE-
PENSION PURPOSE INVESTMENT
TRUST TRUST TRUST
STATE HIGHWAY
PATROL
RETIREMENT VARIABLE
SYSTEM COLLEGE
(as of 12/31/05) SAVINGS PLAN STAR OHIO
ASSETS:
Cash Equity With Tr€aSUIer ............cccceeeeeeeeeeeaesiaeeieeene $ — $ — $ —
Cash and Cash Equivalents.............cccoecvoeeveceeesceeeeeeen 8,573 15,657 —
Investments (at fair value):
U.S. Government and Agency Obligations......................... 35,198 — 2,540,582
Common and Preferred StOCK............cooeeeeeeeeevvceeeeereveennnns 304,132 — —
Corporate Bonds and NOIES............ccccccviveceiesiieesieaaee. 17,770 — —
Foreign Stocks and Bonds.............cccceeeceveeeceeeseaesiineens 115,105 — —
Commercial Paper.............ccccouueiceiiseaesieeece e — — 830,871
Repurchase AGreements...........cccccveeeeeeenceeeesirieeeceeeene — — 2,408
MUUA] FUNGS. ...ttt eeeeeeeeeesesa 179,181 4,394,729 —
REAI ESIALE.......ccceeeeeeeeeeeeeeeeeeeeeeeeeee e eeeeeteiee s 37,247 — —
Venture Capital.........ccoccceeieeeeeeciieeeie e — — —
Direct Mortgage Loans..............cccoceeeeveenceeeesinieeeecesneeen 13,628 — —
Investment CONrACES.........ccccceeeevvvvereeeeeieeeeeeeeeeeeeeeeeeeeeenn, — — —
State Treasury Asset Reserve of Ohio (STAR Ohio)......... — — —
Collateral on Lent SECUITIES. ...........ceeeeeeeeeeeeeeeiceeeeeeeeeeaaee, 186,625 — —
Employer Contributions Receivable...............ccccccvcveevcuenncn. 1,266 — —
Employee Contributions Receivable...............cccccoevvvcenannne.. 1,122 — —
Other RECEIVADIES............ueeeeeeeeeeeeeeieeaeeeeeeeieeeeeeeeeeeeeeeecsnns 1,165 7,982 880
OUNEI ASSEIS...eeeeeeereeeeeeeeeeeeeee et eeeeee ettt ttteeesssereeeenenes — — —
Capital ASSELS, NEL........ccoceeeeeeeeeeeeeee et 31 — —
TOTAL ASSETS.......eeeeeeeeeeeeeeneneenenssssssssssssssssssssssssssssssnan 901,043 4,418,368 3,374,741
LIABILITIES:
Accounts Payable..............occcoeeiieiiiiieeeeeee e 1,235 — —
Accrued LiabilitiS. ...........ccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaeee 1,417 5,857 —
Obligations Under Securities Lending..............cccocoueveeecueene. 186,625 — —
Intergovernmental Payable...............cccoceovevieeisiieeiieianen, — — —
Refund and Other Liabilities.............coueeeeeeeeeeeeeeeeiiieieieieenn. 47 4,452 735
TOTAL LIABILITIES..........ceveveevsssssessnsnenennnnensnnensssssssssssnes 189,324 10,309 735
NET ASSETS:
Held in Trust for:
Employees' Pension Benefits..........cccccouevcveeesceeescnennenn, 612,497 — —
Employees' Postemployment Healthcare Benefits............. 99,222 — —
Individuals, Organizations and Other Governments........... — 4,408,059 —
PoOl PartiCipants...........c..oueecueeeeeeiieeeaeeeeeee e — — 3,374,006
TOTAL NET ASSETS......ccseeevevvsssssssssnsnnnnnnmnnnnnsessssssssssssnes $ 711,719  § 4,408,059 $ 3,374,006

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

241,155
110,041

10,520,492
65,730,034
11,915,607
33,753,554
1,915,908
456,053
1,381,156
13,653,388
3,161,428
14,773,140
10,746
33,796
136,392

11,961
424,722

158,129,573

136,392
105,621
157,887,560

158,129,573
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STATE OF OHIO

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

PRIVATE-
PENSION PURPOSE INVESTMENT
TRUST TRUST TRUST
STATE HIGHWAY
PATROL
RETIREMENT
SYSTEM VARIABLE
(for the fiscal year COLLEGE
ended 12/31/05) SAVINGS PLAN STAR OHIO
ADDITIONS:
Contributions from:
EMPIOYEL ...ttt $ 21,474 § — —
EMPIOYEES. ... 8,582 — —
Plan PartiCipants...........ccccuuueeeeseeeeee e — 892,468 —
(0101 1,181 — —
Total CONLIIBULIONS. ...t 31,237 892,468 —
Investment Income:
Net Appreciation (Depreciation)
in Fair Value of Investments.............ccccceeeeeeeeeveceeeeeeannn. 38,315 156,220 —
Interest, Dividends and Other.............cccoeeeeeeeevevvivivevenennn. 18,165 157,326 141,775
Total Investment INCOME.................cooueeeeeeeeeeeeeeeeieeeeeenn. 56,480 313,546 141,775
Less: Investment EXPEnse............cocevcvveveceeenceeeecieeenee 9,591 31,509 3,456
Net Investment INCOME...............ueeeeeeeeeeeeeeieeeeeeeeeeeeeeeena, 46,889 282,037 138,319
Capital Share and Individual Account Transactions:
SNAres SOIA.........coooeeeeeeeeeeeeeeeeeeeeeee et — — 12,569,018
Reinvested Distributions................coueeeeeuueeeeeeeeeeeeeeeernnnn. — — 138,319
Shares Redeemed................ooueeeeuueeeeeeeeeieeeeeeiieeeaeeaeeas — — (12,479,365)
Net Capital Share and Individual Account Transactions...... — — 227,972
TOTAL ADDITIONS.........cceeeevererersnenenennenennnnnnsenensnnsnens 78,126 1,174,505 366,291
DEDUCTIONS:
Pension Benefits Paid to Participants or Beneficiaries......... 37,716 — —
Healthcare Benefits Paid to Participants or Beneficiaries.... 8,932 — —
Refunds of Employee Contributions...............cccccccueeveencennane. 496 — —
Administrative EXPENSE..........ccueeeceieeeieeiseeeeeeeeee s 654 — —
Transfers to Other Retirement Systems............cc.cccovceeeeens 404 — —
Distributions to Shareholders and Plan Participants............ — 490,978 138,319
TOTAL DEDUCTIONS.........ccoesererereeneneenenennnnnnnensnnnnenens 48,202 490,978 138,319
CHANGE IN NET ASSETS HELD FOR:
Employees' Pension Benefits..........c.ccooceeveeeescnenceennneenn. 26,944 — —
Employees' Postemployment Healthcare Benefits............... 2,980 — —
Individuals, Organizations and Other Governments............. — 683,527 —
P00l PartiCipants..........c..cuuuueeeeceeeseeesiee e — — 227,972
TOTAL CHANGE IN NET ASSETS......cccovvvveerrererrrrsnenas 29,924 683,527 227,972
NET ASSETS, JULY 1 (restated)...........cccoumrevereemererrisssnnens 681,795 3,724,532 3,146,034
NET ASSETS, JUNE 30........ooueeererereererrerrrsrrrrsssssssssssssssssns $ 711,719 § 4,408,059 3,374,006

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, 2006

(dollars in thousands)

MAJOR COMPONENT UNITS
OHIO WATER
SCHoOOL DEVELOPMENT OHIO
FACILITIES AUTHORITY STATE
COMMISSION (as of 12/31/05) UNIVERSITY
ASSETS:
CURRENT ASSETS:
Cash Equity with Treasuret......... $ 561,843 $ — $ —
Cash and Cash Equivalents. — 25,365 192,174
Investments...........cccceeeeunn. — 75,895 581,544
Collateral on Lent Securities.... 317,763 — —
Intergovernmental Receivable. 757 396 2,726
Loans Receivable, Net................... 1,393 1,218 8,429
Receivable from Primary Government.. .. — — 11,412
Other Receivables................ . — 323 374,461
Inventories....... — — 21,842
Other Assets... 30 — 34,550
TOTAL CURRENT ASSE Tq 881,786 103,197 1,227,138
NONCURRENT ASSETS:
Restricted Assets:
— 390,398 25,992
— 1,311,602 —
Collateral on Lent Securities . — — —
Intergovernmental Receivable.... . 288 —
Loans Receivable, Net......... — 3,231,764 —
Investments................... — 11,713 2,010,771
Loans Receivable, Net.. .. 6,576 21,843 61,444
Other Receivables. — 4,691 14,218
Other Assets. — 42,331 —
Capital Assets Being Depreciated, Net. 35 1,525 2,209,748
Capital Assets Not Being Depreciated. — 539 485,900
TOTAL NONCURRENT ASSETS. 6,611 5,016,594 4,808,073
TOTAL ASSETS. 888,397 5,119,791 6,035,211
LIABILITIES:
CURRENT LIABILITIES:
Accounts Payable... 10,753 64,182 129,408
Accrued Liabilities...... 259 10,235 265,724
Obligations Under Securities Lending. . 317,763 — —
Intergovernmental Payable...... . 990,280 24 —
Unearned Revenue.... — — 136,904
Refund and Other Liabilities. 386 — 43,414
Bonds and Notes Payable.... . — 141,798 485,599
Certificates of Participation . — — 360
TOTAL CURRENT LIABILITIFQ 1,319,441 216,239 1,061,409
NONCURRENT LIABILITIES:
Intergovernmental Payable...................ccccccvececiriiesiciieciiciiseeieaens 1,155,733 — —
Unearned Revenue. — — 2,000
Refund and Other Liabilities. 583 168 204,428
Bonds and Notes Payable.... . — 2,481,619 599,696
Certificates of Participation — — 5,465
TOTAL NONCURRENT LIABILITIFQ 1,156,316 2,481,787 811,589
TOTAL LIABILITIES. 2,475,757 2,698,026 1,872,998
NET ASSETS:
Invested in Capital Assets, Net of Related Debi..............ccccccceuucne. 35 2,063 1,689,420
Restricted for:
Federal Programs. . — — —
Coal Research and Development Program e — — —
Community and Economic Development and Capital Purposes . . —
DEDE SOIVICE. ......cccvveeeeeecreeeiieeieesireeeieeeeesteeeeeseseeesseeeiaeesiresessen — 2,274,289 —
Nonexpendable:
Scholarships and Fellowships. — — —
ReSEarch..........coooueeeeveveiea, . — — —
Endowments and Quasi-Endowments..... . — — 1,189,475
Loans, Grants and Other College and University Purposes....... — — —
Expendable:
Scholarships and Fellowships — — —
Research . — — —
Instructional Department Uses. — — —
Student and Public Services. — — —
Academic Support..... — — —
Debt Service....... . — — —
Capital Purposes....... — — 8,695
Endowments and Quasi- Endowments — — 148,182
Current Operations . — — 287,914
Loans, Grants and Other College and University Purposes....... — — 41,304
Unrestricted (DEFICIES).........uwueeeueieeieeeeieeeeeeee e (1,587,395) 145,413 897,223
TOTAL NET ASSETS (DEFICITS) $ (1,587,360) $ 2,421,765 $ 4,162,213

The notes to the financial statements are an integral part of this statement.
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UNIVERSITY NONMAJOR
OF COMPONENT
CINCINNATI UNITS TOTAL
— 20,456 582,299
69,606 412,852 699,997
10,969 903,698 1,572,106
— 5,483 323,246
— 39,506 43,385
2,994 28,887 42,921
1,517 34,653 47,582
81,175 273,687 729,646
1,481 28,733 52,056
23,505 55,647 113,732
191,247 1,803,602 4,206,970
— 13,847 13,847
— 62,874 479,264
— 741,052 2,052,554
— 7,832 7,832
— — 288
— — 3,231,764
1,130,425 1,090,294 4,243,203
30,345 95,874 216,082
39,299 117,752 175,960
332,343 34,542 409,216
1,253,427 3,532,256 6,996,991
167,574 772,393 1,426,406
2,953,413 6,468,716 19,253,407
3,144,660 8,272,318 23,460,377
77,588 145,932 427,863
56,209 180,273 512,700
— 13,315 331,078
— 378 990,682
23,977 196,525 357,406
42,158 93,881 179,839
109,608 75,627 812,632
90 275 725
309,630 706,206 3,612,925
— 9,115 1,164,848
— 5213 7,213
188,631 194,797 588,607
732,923 1,482,007 5,296,245
90 21,585 27,140
921,644 1,712,717 7,084,053
1,231,274 2,418,923 10,696,978
517,514 2,986,156 5,095,188
— 19 19
— 7,352 7,352
— 13,847 13,847
— — 2,274,289
132,721 101,867 234,588
81,457 4,631 86,088
599,595 549,393 2,338,463
324,639 86,692 411,331
38,113 123,763 161,876
111,327 16,850 128,177
33,472 113,577 147,049
29,634 10,665 40,299
32,968 105,676 138,644
4 7,702 7,706
34,638 64,069 107,402
131,557 66,145 345,884
9,715 111,472 409,101
16,759 198,117 256,180
(180,727) 1,285,402 559,916
1,913,386 5,853,395 12,763,399
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STATE OF OHIO

COMBINING STATEMENT OF ACTIVITIES
DISCRETELY PRESENTED COMPONENT UNITS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

MAJOR COMPONENT UNITS
OHIO WATER
DEVELOPMENT
SCHOOL AUTHORITY OHIO
FACILITIES (for the year ended STATE
COMMISSION 12/31/05) UNIVERSITY
EXPENSES:
Primary, Secondary and Other Education........................... $ 555,648 § — $ —
Community and Economic Development................c............ — — —
(0701 o) =T (o= — 106,701 —
AAMUNISHAON. ...ttt — 9,757 —
Education and General:
Instruction and Departmental Research........................... — — 647,940
Separately Budgeted Research.............coeeoeevcvvveenenane. — — 368,920
PUDBIIC SIVICE........cccoeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee — — 117,250
ACademiC SUPPOI.........coieeeeeiiiieeeeese e — — 120,969
StUAENE SEIVICES.......cccoeeeeeeeeeeeeeeeeeeeeeeeeeeee e — — 73,060
Institutional SUPPOIt...........cooeeeeiiieeseeeee e — — 125,620
Operation and Maintenance of Plant............c.ccc.cccevvceen. — — 94,774
Scholarships and Fellowships.............cccccoevvenciesceesnnene. — — 60,577
Auxiliary ENterpriS@S..........oucuiveveiiseeeeeieeee e — — 189,283
HOSPILAIS. ... — — 1,322,879
Interest on Long-Term Debt..............cccoeeveeeesciianiiiaeien, — — 42 313
DEPIreCiation.............eeeeeeeeeeeeeeee e — 192 191,991
(0101 U N — 5,987 5,669
TOTAL EXPENSES.......ooeeeeeeeeeeeeeessssssssssssssssssssssssssnnnnnes 555,648 122,637 3,361,245
PROGRAM REVENUES:
Charges for Services, Fees, Fines and Forfeitures.............. 2,765 133,014 2,266,045
Operating Grants, Contributions
and Restricted Investment Income..............ccceeeeeveeeeeenn. 19,850 136,944 595,846
Capital Grants, Contributions
and Restricted Investment Income..............ccceeeeeevveueenn. — — 18,548
TOTAL PROGRAM REVENUES..........ueeeeererererrrnrrrnnens 22,615 269,958 2,880,439
NET PROGRAM (EXPENSE) REVENUE ............eeeeeeevcnne (533,033) 147,321 (480,806)
GENERAL REVENUES:
Unrestricted Investment INCOME..............cooeeeeeeeeeeeeeeeaeeeennnn, — 3,276 220,313
SHate ASSISIANCE. ..ot 911,425 — 593,694
(01 1= (N — 396 2,508
TOTAL GENERAL REVENUES............ccoevevverererrnenennnnnns 911,425 3,672 816,515
ADDITIONS (DEDUCTIONS) TO ENDOWMENTS
AND PERMANENT FUND PRINCIPAL..........cccccevevereruunee. — — 47,423
CHANGE IN NET ASSETS.......ccceevsersrsssssnnnenmnnnnennsnssnnssssnens 378,392 150,993 383,132
NET ASSETS, JULY 1 (as restated)........c.cccevermrvcrrnrisannnn. (1,965,752) 2,270,772 3,779,081
NET ASSETS (DEFICITS), JUNE 30..........mmeeeeeeeererraenes $ (1,587,360) $ 2,421,765 $ 4,162,213

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

NONMAJOR

OF COMPONENT
CINCINNATI UNITS TOTAL

— 34874 § 590,522

— 23,679 23,679

— — 106,701

— — 9,757
281,857 1,357,451 2,287,248
144,764 172,321 686,005
55,566 126,011 298,827
67,501 382,503 570,973
38,041 204,747 315,848
90,724 382,674 599,018
88,322 269,949 453,045
17,892 157,789 236,258
80,397 553,110 822,790
— 196,372 1,519,251
31,005 56,768 130,086
79,366 227,636 499,185
9,583 30,622 51,861
985,018 4,176,506 9,201,054
366,466 2,549,765 5,318,055
403,975 500,757 1,657,372
7,587 48,047 74,182
778,028 3,098,569 7,049,609
(206,990) (1,077,937) (2,151,445)
— 152,875 376,464
210,065 1,229,914 2,945,098
3,795 37,862 44,561
213,860 1,420,651 3,366,123
13,414 22277 83,114
20,284 364,991 1,297,792
1,893,102 5,488,404 11,465,607
1,913,386 5,853,395 $ 12,763,399
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STATE OF OHIO

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2006

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the State
of Ohio, as of June 30, 2006, 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 (GASB 14), The Financial
Reporting Entity, defines financial accountability.
The criteria for determining financial accountability
include the following circumstances:

e 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

e 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 another 28
organizations. The separate discrete column la-
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beled, “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

Cultural Facilities Commission

eTech Ohio 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 University of Ohio

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, Cultural Facilities
Commission, and eTech Ohio Commission, which
are governmental component units that use special
revenue fund reporting, do not issue separately au-
dited 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

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2006

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 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:

e 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.

o 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.

e 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, es-
cheat property revenues, unrestricted investment
income, and state assistance, 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 and proprietary
funds are aggregated 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.

Operating revenues for the State’s proprietary funds
mainly consist of charges for sales and services and
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STATE OF OHIO

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2006

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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.
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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.

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, 2005.

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.



STATE OF OHIO

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2006

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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, 2005. 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, and 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 entitlements 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 to be available
when the revenues are collectible within 60 days
after year-end or soon enough thereafter to be used
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

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
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JUNE 30, 2006

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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.

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, premiums, and acquisi-
tions under capital leases are reported as other fi-
nancing sources while discounts and payments to
refunded 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-
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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 and capital
projects fund types:

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
Chapter 154 Special Obligations
School Building Program Special Obligations
Ohio Building Authority Special Obligations
Transportation Certificates of Participation
OAKS Certificates of Participation
OAKS Project

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 is available for public inspection at the Ohio Of-
fice of Budget and Management and on its web site
at www.obm.ohio.gov/finrep. This Summary provides
a more comprehensive accounting of activity on the
budgetary basis at the legal level of budgetary con-
trol.

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.
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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 report 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.

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.

l. Inventories

Inventories are valued at cost. Principal inventory
cost methods applied include first-inffirst-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
the payment of deferred lottery prize awards, reve-
nue bonds, and tuition benefits in the enterprise
funds.
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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,
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, except for land
and construction-in-progress, 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
(ODOQOT) 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-
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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:

e the collection is held for public exhibition, educa-
tion, or research in furtherance of public service
rather than for financial gain.

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

o 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:

BUIldiNGS ..o $ 15,000
Building Improvements .............. 100,000
Land, including easements ........ All, regardless of cost
Land Improvements ................... 15,000
Machinery and Equipment ......... 15,000
Vehicles ......ooovvveiiiiiiiiiieiii 15,000
Infrastructure:
Highway Network .................... 500,000
Bridge Network............cccoouveee. 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 .......cocceiiiiiiiiiie 20-45 years
Land Improvements ................... 10-25 years
Machinery and Equipment ......... 2-15 years
Vehicles ........ooocevveieeeieiieie. 5-15 years
Park and Natural Resources

Infrastructure Network............. 10-50 years
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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. Medicaid Claims Payable

The Medicaid claims liability, which has an average
maturity of one year or less, includes an estimate for
incurred, but not reported claims.

M. 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.

N. 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
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.

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

P. 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 Workers’
Compensation Enterprise Fund, for the financing of
their respective workers’ compensation liabilities.
These liabilities are reported in the governmental
funds under the “Interfund Payable” account. (See
NOTE 7).

Q. 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.
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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.

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.

R. 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).

S. Use of Estimates

The preparation of financial statements in conformity
with generally accepted accounting principles re-
quires management to make estimates and assump-
tions that affect the reported amounts of assets and
liabilities at the date of the financial statements and
reported amounts of revenues and expenses during
the reported period. Actual results could differ from
those estimates.
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A. Restatements

Restatements of net assets/fund balances, as of June 30, 2005, for the primary government and component units
that resulted from prior period adjustments for corrections of errors and from changes in the reporting entity are

presented in the following tables (dollars in thousands).
Government-wide Financial Statements:

Govern- Business- Total
mental Type Primary Component
Activities Activities Government Units
Net Assets, as of June 30, 2005, As Previously Reported .............ccccevveneenee $18,469,461 $1,360,149  $19,829,610  $11,465,788
Corrections that Increased/(Decreased) Net Assets:
Cash Equity With Treasurer ..........ccooeviieiiieiee e (3,365) — (3,365) —
Cash and Cash Equivalents ... — — — (849)
INVESIMENTS ... e — — — 689
Premiums and Assessments Receivable . — 672,453 672,453 —
Other Receivables-Accounts.................... — — — 21
Other Receivables-Interest...... — (259) (259) —
Restricted Investments.............cccccoveeee — 1,806 1,806 —
Capital Assets Being Depreciated, Net .... 7,557 — 7,557 —
Capital Assets Not Being Depreciated ..... (176,818) — (176,818) —
Accounts Payable..........cccccoooinieenenne — — — (21)
Internal Balances..... . (91,949) 91,949 — —
Benefits Payable................... — (2,383,128) (2,383,128) —
Refund and Other Liabilities ............ccocieriiiiiiieii e — (92,820) (92,820) —
Accrued Liabilities (Interest Payable) ... — — — (21)
Total Corrections, Net ..........ccooiiiiiiiii e (264,575) (1,709,999) (1,974,574) (181)
Change in Reporting Entity:
Reclassification of Assets from
Business-Type Activities to Governmental Activities:
INVESTMENES ...t 105 (105) — —
Other Assets-Prepaid EXPENSE .........ccocuveriiiiiieiiiiiieiee e 41 (41) — —
Total Reclassifications, Net............ccooiiiiiiii e, 146 (146) — —
Net Assets-Ohio Housing Finance AgenCy ..........cocceeriieeiiiieeenieee e (100,683) — (100,683) —
Net Assets, July 1, 2005, As Restated $18,104,349 $(349,996) $17,754,353  $11,465,607
Governmental Fund Financial Statements:
Job, Family Nonmajor
General and Other Highway Revenue Governmental
Fund Human Services  Education Operating Distribution Funds Total
Fund Balances (Deficits),
as of June 30, 2005,
As Previously Reported............. $1,345,772 $(114,508) $66,837 $592,160 $114,563 $3,225,776 $5,230,600
Corrections that Increased/
(Decreased) Fund Balance:
Cash Equity with Treasurer.... (3,365) — — — — — (3,365)
Interfund Payable................... (65,592) (1,913) (247) (11,092) — (13,105) (91,949)
Total Corrections, Net........ (68,957)) (1,913) (247) (11,092) — (13,105) (95,314)
Change in Reporting Entity:
Reclassification of Assets from
Nonmajor Proprietary Funds
to Nonmajor Governmental
Funds:
Investments........cccocceeevneene — — — — — 105 105
Other Assets-
Prepaid Expense.................. — — — — — 41 41
Total
Reclassifications, Net........ — — — — — 146 146
Ohio Housing Finance Agency — — — — — (100,683) (100,683)
Fund Balances (Deficits),
July 1, 2005, As Restated ......... $1,276,815 $(116,421) $66,590 $581,068 $114,563 $3,112,134 $5,034,749
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Proprietary Fund Financial Statements:
Other Major Nonmajor
Workers' Proprietary Proprietary
Compensation Funds Funds Total
Net Assets (Deficits), as of June 30, 2005, As Previously Reported ............. $721,702 $815,973 $(177,526)  $1,360,149
Corrections that Increased/(Decreased) Net Assets:

Premiums and Assessments Receivable ............cccocoeiiiiieiiiiciniec e, 672,453 — — 672,453

Interfund Receivable 91,949 — — 91,949

Other Receivables-Interest............cooeiiiiiiiiiiiii e — — (259) (259)

Restricted INVEStMENTS ........cooiiiiii e — — 1,806 1,806

Benefits Payable (2,383,128) — — (2,383,128)

Refund and Other Liabilities .............cooieiiiiiiiiii e (92,820) — — (92,820)

Total Corrections, NEt ........ooovvviiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeee s (1,711,546) — 1,547 (1,709,999)
Change in Reporting Entity:
Reclassification of Assets from

Nonmajor Proprietary Funds to Nonmajor Governmental Funds:

INVESIMENTS ... e e e — — (105) (105)

Other Assets-Prepaid Expense ... — — (41) (41)

Total Reclassifications, Net ..o — — (146) (146)
Net Assets (Deficits), July 1, 2005, As Restated ..........ccccceverieneriiienienenne $(989,844) $815,973 $(176,125) $(349,996)
Fiduciary Fund Financial Statements:
Pension Investment
Trust Trust
Net Assets, as of June 30, 2005, As Previously Reported $684,569 $3,087,817
Corrections that Increased/(Decreased) Net Assets:
Cash and Cash EQUIVAIENTES .........oooiiiii ettt et et e e e st e e e s e e et e e e e snneeeaanneeas (1,361) —
Other Receivables-Interest... (1,413) —
o] &= IO Ty Yo 1o o EI ] SRS (2,774) —
Change in Reporting Entity:

Ohio Housing Finance Agency — 58,217
Net Assets, 07/01/05, As Restated $681,795 $3,146,034
Discretely Presented Component Units Fund Financial Statements:

Major Nonmajor
Component Component Total
Units Units
Net Assets, as of 6/30/05, As Previously Reported ...........ccooveeeriiieieieie e $5,977,203 $5,488,585 $11,465,788
Corrections that Increased/(Decreased) Net Assets:

Cash and Cash EQUIVAIENLS ..........couiiiiiiiiee e — (849) (849)

INVESTMENTS ...ttt e ettt e et e e e st e e e nte e e s neeasseeeesneeeesneeeseeeans — 689 689

Other Receivables-Accounts — 21 21

ACCOUNES PAYADIE ...ttt — (21) (21)

Accrued Liabilities (Interest Payable) ..ot — (21) (21)

Total Corrections, Nt ........ooiiiiie et — (181) (181)
Net Assets, 07/01/05, A RESLAIEA ........ooiuiiiiiiiiiiiieee e $5,977,203 $5,488,404 11,465,607
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Effective July 1, 2005, the Ohio Housing Finance
Agency became legally separate from the primary
government. As a result of its change in legal
status, the Agency is considered to be a related or-
ganization of the primary government and is ex-
cluded from the Net Assets/Fund Balances at July 1,
2005. In addition, its investment previously ac-
counted for as part of the internal portion of the
STAR Ohio investment pool has been reclassified
and is accounted for in the STAR Ohio Investment
Trust Fund. The Investment Trust Fund accounts for
the external portion of the STAR Ohio investment
pool and includes accounts belonging to organiza-
tions outside of the primary government’s reporting
entity.

B. Implementation of Recently Issued
Accounting Pronouncements

For the fiscal year ended June 30, 2006, the State

implemented the provisions of

e Governmental Accounting Standards Board
(GASB) Statement No. 42, Accounting and
Financial Reporting for Impairment of Capi-
tal Assets and for Insurance Recoveries,

e GASB Statement No. 46, Net Assets Re-
stricted by Enabling Legislation — an
amendment of GASB Statement No. 34, and

e GASB Statement No. 47, Accounting for
Termination Benefits (only those provisions
applicable to termination benefits unrelated
to defined benefit postemployment benefits,
excluding pensions, were implemented).

GASB 42 establishes accounting and financial re-
porting standards for impairment of capital assets
and clarifies and establishes accounting require-
ments for insurance recoveries.

GASB 46 clarifies that a legally enforceable enabling
legislation restriction is one that a party external to a
government — such as citizens, public interest
groups, or the judiciary — can compel a government
to honor.

GASB 47 provides accounting and reporting guid-
ance for state and local governments that offer
benefits such as early retirement incentives or sev-
erance to employees that are involuntarily termi-
nated. The Statement requires that similar forms of
termination benefits be accounted for in the same
manner. However, for termination benefits that af-
fect defined benefit postemployment benefits other
than pensions, governments should implement

GASB 47 simultaneously with GASB 45, Accounting
and Financial Reporting by Employers for Postem-
ployment Benefits Other Than Pensions.

C. Recently Issued GASB Pronouncements

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
supersedes guidance included in GASB 26, Finan-
cial 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 45, Accounting and Financial Re-
porting by Employers for Postemployment Benefits
Other Than Pensions, for the employer (single-
employer plan) or for the largest participating em-
ployer in the plan (multiple-employer plan). The ef-
fective dates by which governments are to imple-
ment the provisions of GASB 45 are discussed be-
low.

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).

In September 2006, the GASB issued Statement No.
48, Sales and Pledges of Receivables and Future
Revenues and Intra-Entity Transfers of Assets and
Future Revenues. This Statement establishes the
criteria for reporting transactions as revenue or as a
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liability, whereby an interest in the government's ex-
pected cash flows from collecting specific receiv-
ables or specific revenues are exchanged for imme-
diate cash payments, generally a single lump sum.
This Statement also includes guidance to be used
for recognizing other assets and liabilities arising
from a sale of specific receivables or future reve-
nues, including residual interests and recourse pro-
visions. The requirements of GASB 48 are effective
for financial statements for periods beginning after
December 15, 2006.

In November 2006, the GASB issued Statement No.
49, Accounting and Financial Reporting for Pollution

Remediation Obligations.  The requirements of
GASB 49 are effective for financial statements for
periods beginning after December 15, 2007. This
Statement addresses accounting and financial re-
porting standards for pollution remediation obliga-
tions, which are obligations to address the current or
potential detrimental effects of existing pollution by
participating in pollution remediation activities such
as site assessments and cleanups.

Management has not yet determined the impact that
the new GASB pronouncements will have on the
State’s financial statements.

NOTE 3 GAAP versus NON-GAAP BUDGETARY BASIS

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
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complete appropriated budget for fiscal year 2006.
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 2006, whenever signed into law or
otherwise legally authorized.

For fiscal year 2006, 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, 2006

(dollars in thousands)

Major Special Revenue Funds

Job, Family,
and Other
Human Highway Revenue
General Services Education Operating Distribution
Total Fund Balances - GAAP BasiS ............cccoceueuerenne. $1,909,683 $ 177,707 $64,818 $ 752,824 $ 27,869
Less: Reserved Fund Balances .............ccccccvvveeeeeeenns 617,733 2,175,569 28,011 1,726,093 127,121
Less: Designated Fund Balances .............ccccceeieeeennnes 1,010,689 — — — —
Unreserved/Undesignated Fund Balances —
GAAP BaSIS ....cveiuiiiiiieiicee 281,261 (1,997,862) 36,807 (973,269) (99,252)
BASIS DIFFERENCES
Revenue Accruals/Adjustments:
Cash Equity with Treasurer .........cccccoooeeiiiiieencenen. (12,756) (9,275) — (1,323) (8,126)
Taxes Receivable ...........ccooeviiiiiiiiiiciccece e (1,088,389) — — (65,238) (369,171)
Intergovernmental Receivable . (346,082) (417,688) (143,882) (118,770) —
Loans Receivable, Net..........cccoooiiiiiieniiiiiee, (244,202) — (44) (82,263) —
Interfund Receivable.............cccoooeiiiiiiieiiiiee (2,925) — — — —
Other Receivables ...........cccovirieniniiniieceeee (267,998) (71,813) (308) (2,655) —
Deferred ReVENUE...........ccoevieiinieiiniee e 314,209 162,275 10,389 5,255 35,155
Unearned Revenue.............ccceveiiiiiiiciicciece — 42,761 83,463 4,889 7,943
Total Revenue Accruals/Adjustments ...........cc.ceeeeenee. (1,648,143) (293,740) (50,382) (260,105) (334,199)
Expenditure Accruals/Adjustments:
Cash Equity with Treasurer .........cccccoeoeeviiiieencenen. (77,321) (10,005) (878) (16,334) —
Inventories (24,254) — — (30,633) —
Other ASSEtS .......ccvriiiiiiieicic e (15,403) (1,929) (5,141) (2,965) —
Accounts Payable 176,138 53,253 13,587 172,491 —
Accrued Liabilities 119,791 15,630 1,728 23,095 —
Medicaid Claims Payable ............ccccceiiiiiniiinanenn. 880,091 — — — —
Intergovernmental Payable.............cccoooveiiiiiniieeene 377,211 230,590 59,946 316 595,371
Interfund Payable 701,130 21,011 2,466 114,656 395
Payable to Component Units ..........cccocceeeiiieeiienenne 14,967 372 2,735 252 —
Refund and Other Liabilities ............c.ccccoriveiirieencne 778,848 15,905 — — 70,389
Liability for Escheat Property ...........cccceeviinienncennnn. 10,249 — — — —
Total Expenditure Accruals/Adjustments .................... 2,941,447 324,827 74,443 260,878 666,155
Other Adjustments:
Fund Balance Reclassifications:
From Unreserved (Non-GAAP Budgetary Basis)
to Reserved for:
Noncurrent Portion of Loans Receivable 240,365 — 42 76,905 —
INventories ..., 24,254 — — 30,633 —
State and Local Highway Construction — — — — 127,121
Federal Programs.........ccccoocveeinieceninen. — 5,479 6,060 3,271 —
OFNET .. 50,394 5,614 533 8,088 —
From Undesignated (Non-GAAP
Budgetary Basis) to Designated ..............ccccceeiiennee. 1,010,689 — — — —
Cash and Investments Held
Outside of State Treasury.......ccccoceeveveeieneerenennn. (471,940) (11,267) (2,945) (754) (7,900)
OFNEI e (1) — — — —
Total Other Adjustments ..........cccoceveeiininninciceenn 853,761 (174) 3,690 118,143 119,221
Total Basis Differences...........cccocooeriiieiiniiiencne 2,147,065 30,913 27,751 118,916 451,177
TIMING DIFFERENCES
Encumbrances..........ccoccveviiiiiiiiiii e (358,653) (331,326) (13,069) (167,368) —
Budgetary Fund Balances (Deficits) —
NON-GAAP BaSIS .....oooeeriieeiiieeeceeecee e $2,069,673 $(2,298,275) $51,489 $(1,021,721) $351,925
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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 any 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:

. U.S. treasury bills, notes, bonds, or other
obligations or securities issued by or guar-
anteed as to principal and interest by the
United States;

. Bonds, notes, debentures, or other obliga-
tions or securities issued by any federal
government agency or instrumentality;

. Bonds and other direct obligations of the
State of Ohio issued by the Treasurer of
State and of the Ohio Public Facilities

No-load money market mutual funds con-
sisting exclusively of securities and repur-
chase agreements enumerated above;

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;

Bankers’ acceptances maturing in 270 days
or less;

Certificates of deposit in the eligible institu-
tions applying for interim moneys, including
linked deposits, as authorized under Sec-
tions 135.61 to 135.67, Ohio Revised
Code; agricultural linked deposits, as au-
thorized under Sections 135.71 to 135.76,
Ohio Revised Code; and housing linked
deposits, as authorized under Sections
135.81 to 135.87, Ohio Revised Code;

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

Debt interests, other than commercial pa-
per as enumerated above, of corporations
incorporated under the laws of the United
States or a state, of foreign nations diplo-
matically recognized by the United States,
or any instrument based on, derived from,
or related to such interests that are rated at
the time of purchase in the three highest
categories by two nationally recognized rat-
ing agencies, and denominated and pay-
able in U.S. funds; and

Obligations of a board of education, as au-
thorized under Sections 133.10 or 133.301,
Ohio Revised Code.
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Commission, the Ohio Building Authority,
and the Ohio Housing Finance Agency;

Commercial paper issued by any corpora-
tion that is incorporated under the laws of
the United States or a state, and rated at
the time of purchase in the two highest rat-
ing categories by two nationally recognized
rating agencies;

Written repurchase agreements with any
eligible Ohio financial institution that is a
member of the Federal Reserve System or
Federal Home Loan Bank, or any recog-
nized U.S. government securities dealer in
the securities enumerated above;

The reporting entity’s deposits must be held in in-
sured depositories approved by the State Board of
Deposit and must be fully collateralized. However,
in the case of foundations and other component
units of the colleges and universities, deposits of
these entities are not subject to the legal require-
ments for deposits of governmental entities.

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 System Pension
Trust Fund, the Tuition Trust Authority Enterprise
Fund, the Workers’ Compensation Enterprise Fund,
the Retirement Systems Agency Fund, and the
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higher education institutions may also invest in
common and preferred stocks, domestic and foreign
corporate and government bonds and notes, mort-
gage loans, limited partnerships, venture capital,
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. Deposit and Investment Risks

Although exposure to risks is minimized by comply-
ing with the legal requirements explained above and
internal policies adopted by the Treasurer of State
and the investment departments at the various state
agencies, the State’s deposits and investments are
exposed to risks that may lead to losses of value.

The following risk disclosures report investments by
type. The “U.S. Agency Obligations” category in-
cludes securities issued by federal government
agencies and instrumentalities, including govern-
ment-sponsored enterprises.

1. Custodial Credit Risk

Custodial credit risk for deposits exists when a gov-
ernment is unable to recover deposits or recover
collateral securities that are in the possession of an
outside party in the event of a failure of a depository
financial institution.

Deposits of the primary government and its compo-
nent units are exposed to custodial credit risk if they
are not covered by depository insurance, and the
deposits are uncollateralized, collateralized with se-
curities held by the pledging financial institution, or
collateralized with securities held by the pledging
financial institution’s trust department or agent but
not in the depositor-government’s name.

In Ohio, legal requirements for depositor-
governments are met when deposits are collateral-
ized with securities held by the pledging financial
institution, or by the pledging financial institution’s
trust department or agent but not in the govern-
ment's name. The State’s reporting entity has not
established specific policies for managing custodial
credit risk exposure for deposits.

The table below reports the carrying amount of de-
posits, as of June 30, 2006, held by the primary gov-
ernment, including fiduciary activities, and its com-
ponent units and the extent of exposure to custodial
credit risk.

Custodial credit risk for investments exists when a
government is unable to recover the value of in-
vestment or collateral securities that are in the pos-
session of an outside party in the event of a failure
of a counterparty to a transaction.

Investment securities are exposed to custodial credit
risk if the securities are uninsured, are not registered
in the name of the government, and are held by ei-
ther the counterparty or the counterparty’s trust de-
partment but not in the government’s name.

The State’s reporting entity has not established spe-
cific policies for managing custodial credit risk expo-
sure for investments.

Primary Government (including Fiduciary Activities) and Component Units
Deposits—Custodial Credit Risk
As of June 30, 2006
(dollars in thousands)

Uninsured Portion of Reported Bank Balance

Collateralized with
Securities Held by
the Pledging
Institution’s Trust
Department or
Agent but not in

Collateralized
with Securities

the Depositor- Held by the
Carrying Bank Government’s Pledging
Amount Balance Uncollateralized* Name Institution
Primary Government....................... $ 580,953 $ 672,666 $ — $144,258 $ —
Component Units ........ccccoereiennnnne 601,732 694,132 71,166 555,390 19,174
Total Deposits — Reporting Entity.. $1,182,685 $1,366,798 $71,166 $699,648 $19,174

*Uncollateralized deposits are reported for the foundations and other component units of the colleges and universities.
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The following tables report the fair value, as of June 30, 2006, of investments by type for the primary government,
including fiduciary activities, and its component units, and the extent of exposure to custodial credit risk (dollars in
thousands).

Primary Government (including Fiduciary Activities) and Component Units
Investments—Custodial Credit Risk

As of June 30, 2006
(dollars in thousands)

Investments for the Primary Government
(including Fiduciary Activities), as of June 30, 2006

Total
Fair Value

Uninsured,
Unregistered,
and Held by the
Counterparty’s

Trust Department

or Agent
but not in the
State’s Name

Investments Subject to Custodial Credit Risk Exposure:

U.S. Government Obligations...........ccooiiieiiiiiieie e $16,704,394 $150,447
U.S. Government ObligationsS—Strips........c.coiiiiiiiiiiiiieiie et 343,327 —
U.S. Agency ODlIgations .........ccceiueeiiiriiieiiiesie ettt 14,241,264 —
U.S. Agency Obligations—Strips.. 303,131 —
Common and Preferred StoCK..........ooiiiiiiiiiii e 65,237,631 —
Corporate Bonds and NOTES ........ccccuiiiiiiiiiieiie e sree s 12,928,705 —
Corporate Bonds and NOteS—StrPS ......cveeiuiriiiiiie e 744 —
COMMEICIAl PAPET........iiiiiiieccie ettt e e e e st e e eeanee s 4,647,180 —
Repurchase AgreemeNts...........ooieiiiiiiiieeie e 472,573 312
Mortgage and Asset-Backed SECULIES ........cccueieiiiiieiiiie e 9,075,544 —
Municipal OblGAtiONS ........co.uiiiieiii e e 3,822 —
International Investments:
FOrign SOCKS ......eeeiiiiie ettt e e et e e ree e e e 32,148,752 —
FOreign BONGS ........oiiiiiiieeiiee et 1,473,937 —
High-Yield and Emerging Markets Fixed INCOME...........ccccooiieiiiiiiiiiiiecieeee 1,051,293 —
Securities Lending Collateral:
Commercial Paper ............. 32,976 —
Repurchase Agreements 2,594,130 50,000
Mortgage and Asset-Backed Securities............ccceriiiiiiiiiiniiiicec e 48,211 —
Variable Rate NOES .........eiiiiiiee e s 1,683,656 —
MASEEr NOLES ... e e e 555,132 —
$200,759
Investments Not Subject to Custodial Credit Risk Exposure:
Investments Held by Broker-Dealers under Securities Loans with Cash Collateral:
U.S. Government Obligations ...........cooueiiiiiiiie i 2,321,564
U.S. Government Obligations—=Strips........c.eeiiiiiiiiiiie e 11,830
U.S. Agency ODlIgations ..........cc.eeiuiiiiieiie et 3,863,700
U.S. Agency ObligationS—StriPs .......cccueeriiiieeiiie e eee e e 260,744
Common and Preferred StocK. ..o 1,054,601
Corporate Bonds and NOLES..........cccoueiiiiiiiiiiii e 134,428
Mortgage and Asset-Backed Securities...........ccccoueriiiiiiiiiniiie e 969
International Investments:
FOreign StOCKS ......veeiiiieieie et et 881,543
FOreign BONGS. .......coiiiiiii it 1,032
High-Yield and Emerging Markets Fixed Income.............ccccoevieiiiiiinniieeenee, 90,149
International Investments-Commingled Equity Funds...........cccoieiiiniiiiennnnnen. 711,130
Equity MUtU@l FUNAS ..o 5,169,763
Bond Mutual Funds 2,042,002
REAIESTAte ....coiiiiiie i 13,591,703
VENTUrE Capital......ceeeeiiiiee ettt ettt e et e e e e e e 3,161,428
Limited Partnerships.... 427,339
INVESTMENT CONLFACES ......eiiiiieiii e 944
Deposit with Federal GOVErNMENT...........cccciiiiiiiiiiiiec e 625,375
Component Units’ Equity in State Treasurer's Cash and Investment Pool .. (927,224)
Component Units’ Equity in the State Treasury Asset Reserve of Ohio ................ (381,158)
Total Investments — Primary Government.............ccccooiiiiiiieinniiee e $196,588,264
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Uninsured,
Unregistered, and Held by the
Counterparty’s
Trust Department
or Agent Counterparty
but not in the but not in the
Total Component Component
Investments for Component Units, as of June 30, 2006 Fair Value Unit's Name Unit's Name
Investments Subject to Custodial Credit Risk Exposure:
U.S. Government OblGationS............cevuriierieiieieriesiesee e sie e see e sae e see e $ 240,244 $ 79,158 $ 76,633
U.S. Government ObligationsS—Strips.........coiiiriiiiriiiiieniecrce e 13,382 3,686 —
U.S. Agency ODblIgations ..........ccooouiiiiiiiieiie ettt enee s 918,025 387,509 293,629
Common and Preferred StoCK..........ooiiiiiiiiiiieeeee e 1,726,206 343,593 654,394
Corporate Bonds and Notes 244,291 54,861 111,584
COMMETCIAl PAPET ... . ittt e an e as 14,488 3,875 —
Repurchase Agre@meENtS..........coouiii i 323,257 160,967 136,873
Mortgage and Asset-Backed Securities .... 8,568 — —
Negotiable Certificates of Deposit 405 — —
Municipal Obligations ................... 817 293 60
Other INVESIMENTS ......veeiiiiieceeee e e e e e e 5,225 3,935 —
$1,037,877 $1,273,173
Investments Not Subject to Custodial Credit Risk Exposure:
EqQUity MUtUAI FUNAS ... e 1,980,764
Bond Mutual FUNAS ...ttt 934,787
International Investments:
FOreign StOCKS ......veeiiiieieie ettt et 102,997
FOreign BONGS. .......coiiiiiiiiiiee e 20,414
Equity Mutual FUNAS .......cooiiie e 7,977
Real Estate.........cccceeneee. 157,746
Direct Mortgages 105,011
Life Insurance............... 17,057
INVESTMENT CONLFACES ......eiiiiiiii et 916,773
Charitable Remainder TrUSES ........ccccuuiiiiiii it 9,762
Partnerships and Hedge Funds 316,038
Investment in State Treasurer’'s Cash and Investment Pool ..............ccccceeieninnne 927,224
Investment in the State Treasury Asset Reserve of Ohio (STAR Ohio).................. 381,158
Total Investments — Component Units . 9,372,616
Total Investments — Reporting Entity ..........coociiiiiiieceee $205,960,880
Reconciliation of Deposits and Investments Disclosures with Financial Statements
As of June 30, 2006
(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..............cccccoeeee. $ 6,789,609 $ 89,382 $ 582,299 $ 241,155 $ 7,702,445
Cash and Cash Equivalents.............cccocoeeneee 104,753 207,112 699,997 134,271 1,146,133
INvesStMENtS ........ooovviiiiiiieeeee s 891,754 16,105,147 5,815,309 165,676,153 188,488,363
Collateral on Lent Securities ............cccccoeeeeen. 3,857,013 44,698 323,246 323,017 4,547,974
Deposit with Federal Government................... — 625,375 — — 625,375
Restricted Assets:
Cash Equity with Treasurer............ccccceeeeeee. — 800 13,847 — 14,647
Cash and Cash Equivalents... — 1,540 479,264 — 480,804
Investments........................ — 1,577,356 2,052,554 — 3,629,910
Collateral on Lent Securities ...............couue. — 351,854 7,832 — 359,686
Total Reporting Entity .........ccccoeeviiiieenn. $11,643,129 $19,003,264 $9,974,348 $166,374,596 $206,995,337
Total Carrying Amount of Deposits and Investments per Financial Statements $206,995,337
Outstanding Warrants and Other Reconciling Items 193,850
Differences Resulting from Component Units with December 31 Year-Ends (45,622)
Total Carrying Amount of Deposits and Investments Disclosed in Note 4 $207,143,565
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The total carrying amount of deposits and invest-
ments, as of June 30, 2006, reported for the primary
government and its component units is (dollars in
thousands) $206,995,337. The total of the carrying
amounts of both deposits in the amount of
$1,182,685 and investments in the amount of
$205,960,880 that has been categorized and dis-
closed in this note is $207,143,565. A reconciliation
of the difference is presented in the table on the pre-
vious page.

2. Credit Risk

The risk that an investment’s issuer or counterparty
will not satisfy its obligation is called credit risk. The
exposure to this risk has been minimized through
the laws and policies adopted by the State.

For investments that are included in the treasury’s
cash and investment pool and reported as “Cash
Equity with Treasurer” and other investment securi-
ties managed by the Treasurer of State’s Office,
Chapter 135, Ohio Revised Code, requires such in-
vestments to carry certain credit ratings at the time
of purchase as follows:

e Commercial paper must carry ratings in the
two highest categories by two nationally
recognized rating agencies;

e Debt interests (other than commercial pa-
per) must carry ratings in one of the three
highest categories by two nationally recog-
nized rating agencies. This requirement is
met when either the debt interest or the is-
suer of the debt interest carries this rating.

Investment policies of the Treasurer of State’s Office
further define required credit ratings as follows:

e Commercial paper must have a short-term
debt rating of at least “A1” or equivalent by
all agencies that rate the issuer, with at least
two agencies rating the issuer,

e Banker acceptances must carry a minimum
of “AA” for long-term debt (“AAA” for foreign
issuers) by a majority of the agencies rating
the issuer. For short-term debt, the rating
must be “A1” or equivalent by all agencies
that rate the issuer, with at least two agen-
cies rating the issuer,

e Corporate notes must be rated at a mini-
mum of “Aa” by Moody’s Investors Service
and a minimum of “AA” by Standard &
Poor’s for long-term debt,

o Foreign debt must be guaranteed as to prin-
cipal and interest by the United States or be
rated in one of the three highest categories
by at least two rating agencies, and
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e For Registered Investment Companies (Mu-
tual Funds), no-load money market mutual
funds must carry a rating of “AAm”, “AAm-
G”, or better by Standard & Poor’s or the
equivalent rating of another agency.

Investment policies regarding credit risk that are in
addition to Ohio Revised Code requirements and are
specific to the following significant entities reported
in the State’s reporting entity are as follows:

Workers’ Compensation Enterprise Fund
The Fund requires an average credit quality no
lower than an “A” rating for fixed income securities.

State Highway Patrol Retirement System

Pension Trust Fund

When purchased, bond investments must be rated
within the four highest classifications of at least two
rating agencies.

STAR Ohio Investment Trust Fund

Investment policies governing the STAR Ohio exter-
nal investment pool require that all securities must
be rated the equivalent of “A-1" or higher, and at
least 50 percent of the total average portfolio must
be rated “A-1+” or better.

Retirement Systems Agency Fund

For the Ohio Public Employees Retirement System,
non-investment grade securities are limited to 15
percent of the total Global Bond portfolio. Under the
Cash Management Policy, issues rated in the A2/P2
category are limited to five percent of the portfolio
and one percent per issuer. Those rated in the
A3/P3 category are limited to two percent of the
portfolio (one-half percent per issuer) with a final
maturity of the next business day.

For the Ohio Police and Fire Pension Fund,

e Securities in the core fixed income portfolio
shall be rated “BBB-* or better by two stan-
dard rating agencies at the time of purchase,

e Securities in the high vyield fixed income
portfolio are high yield bonds issued by US
corporations with a minimum rating of “CCC”
or equivalent,

¢ Investment managers may purchase securi-
ties that are “Not Rated” as long as they
deem these securities to be at least equiva-
lent to the minimum ratings,

e Commercial paper must be rated within the
two highest classifications established by
two standard rating agencies, and

e Investment managers may hold no more
than 15 percent of their entire portfolio in
convertible bonds with no minimum credit
rating specified.
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Ohio Water Development Authority

Component Unit Fund

The Authority’s policy authorizes the acquisition of
repurchase agreements from financial institutions
with a Moody’s or Standard & Poor’s rating of “A”
and the entering into investment agreements with
financial institutions rated in the highest short-term
categories or one of the top three long-term catego-
ries by Moody’s and/or Standard & Poor’s.

University of Cincinnati Component Unit Fund

The policy governing the university’s temporary in-
vestment pool permits investments in securities
rated “A” or higher at the time of purchase. Endow-
ment investment-grade bonds are limited to those in
the first four grades of any rating system. Below-
investment grade, high-yield bond investments and
certain unrated investments having strategic value to

the university are permitted.

Primary Government (including Fiduciary Activities)
Investment Credit Ratings
As of June 30, 2006

(dollars in thousands)

Credit Rating

Investment Type AAA/Aaa AA/Aa A/A-1 BBB/Baa BB/Ba B
U.S. Agency Obligations™ ............cccccevvveveeverennne $ 9,851,501 $2,981,384 $ 10,779 $ — — 3 —
U.S. Agency Obligations—Strips..........cccecveenee. 63,449 500,426 — — — —
Corporate Bonds and Notes ...........ccccceevernnnne 1,074,868 2,331,903 4,516,149 3,025,293 528,172 799,209
Corporate Bonds and Notes—Strips ................. 744 — — — — —
Commercial Paper........cccccveevieeiccieeeeieee e 1,666,449 399,469 857,642 — — —
Repurchase Agreements...........ccccoecieeiiieeenne 9,723 201,017 — — — —
Mortgage and Asset-Backed Securities ............ 7,792,316 172,555 66,169 129,836 — 528
Municipal Obligations ...........cccccoveeiiiiiiieineeen. 3,300 — 522 — — —
Foreign Bonds .........cccceiiiiiiiiiieiieceeeeeee e 132,495 137,969 233,173 419,662 363,459 69,896
High-Yield & Emerging Markets Fixed Income.. — — — 122,187 314,772 482,223
Bond Mutual Funds...... 1,286,519 304,586 — 12,134 53,152 12,518
Investment Contracts — — — — — —
Securities Lending Collateral:
Commercial Paper.........ccccccveevciieiiiie e — — 32,976 — — —
Repurchase Agreements...........ccccceeeiiieeenns 42,357 — 947,330 1,568,413 25,000 1,955
Mortgage and Asset-Backed Securities ......... 48,211 — — — — —
Variable Rate Notes ...........ccccoviieiiiiiiiee — 545,000 1,138,656 — — —
Master Notes ... — 460,132 95,000 — — —
Total Primary Government.............c.c....... $21,971,932 $8,034,441 $7,898,396 $5,277,525 $ 1,284,555 $ 1,366,329
Credit Rating
Investment Type CCC/Caa CC/Ca C D Unrated Total
U.S. Agency Obligations™ ...........ccccoevervreenennne. $ — $ —  $ — 3 — $ 5,255,659 $18,099,323
U.S. Agency Obligations—Strips..........cccccueenee. — — — — — 563,875
Corporate Bonds and Notes ..........ccccccvveevnennne 96,520 40,384 168 3,945 646,522 13,063,133
Corporate Bonds and Notes—Strips ................. — — — — — 744
Commercial Paper.........cocceeevieeecciieeceiiee e — — — — 1,723,620 4,647,180
Repurchase Agreements...........cccccovcveeiniieeenne — — — — 261,833 472,573
Mortgage and Asset-Backed Securities ............ — — — — 915,109 9,076,513
Municipal Obligations ...........cccccovviiiiiiiienceee. — — — — — 3,822
Foreign Bonds .........cccoeiiiiiiiiiiinieccceceee 9,122 — — 3,576 105,617 1,474,969
High-Yield & Emerging Markets Fixed Income.. 104,504 429 — 6,386 110,941 1,141,442
Bond Mutual Funds..........ccooceieiiiiiniiiiceeee — — — — 373,093 2,042,002
Investment Contracts...........cccceeveviieenienieenenne — — — — 944 944
Securities Lending Collateral:
Commercial Paper..........cccceeevviveeiiiecciieees — — — — — 32,976
Repurchase Agreements...........ccccceeeviieeenne — — — — 9,075 2,594,130
Mortgage and Asset-Backed Securities ......... — — — — — 48,211
Variable Rate Notes ...........ccccoevieiiiieeieee — — — — — 1,683,656
Master NOtes .......c.cooviiviiiiii e — — — — — 555,132
Total Primary Government....................... $ 210,146 $ 40813 $ 168 $ 13,907  $9,402,413 $55,500,625

* The portion of U.S. Agency Obligations that are explicitly guaranteed by the U.S. government have been excluded from this table since these investments are not exposed to credit risk.
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Component Units
Investment Credit Ratings
As of June 30, 2006
(dollars in thousands)
Credit Rating
Investment Type AAA/Aaa A/A-1 BBB/Baa BB/Ba B
U.S. Agency Obligations* .............ccccveeennnne. $ 867,686 — $ — $ — — $ —
Corporate Bonds and Notes .. 69,105 34,441 74,765 30,658 6,817 21,106
Commercial Paper................. — 248 8,854 — — —
Repurchase Agreements............cccccveeeennen. 162,290 — — — — —
Mortgage and Asset-Backed Securities ........ 8,568 — — — — —
Negotiable Certificates of Deposit ................. — — — — — _
Municipal Obligations ..... 475 32 10 — — —
Bond Mutual Funds...... 584,709 119,349 71,072 44,051 20,119 37,210
Foreign Bonds .......cc.cceovrieinieeneceseee 283 16 1,726 2,694 11,295 3,208
Direct Mortgages .......cccccveeviieeeiiieceniee e — — — — — —
Investment Contracts... — — — — — —
Other Investments ...........cccceevceeiiine e 21 — — — — —
Total Component Units ............coceenene $1,693,137 $ 154,086 $ 156,427 $ 77,403 $ 38,231 $ 61,524
Credit Rating
Investment Type CCC/Caa Unrated Total
U.S. Agency Obligations™ ...........ccccevveiiennne $ — — % 44926 $ 912,612
Corporate Bonds and Notes .. 5,471 — 1,928 244,291
Commercial Paper.........cccceevieeeeiiee e — — 5,386 14,488
Repurchase Agreements...........ccccccvcveeennen. — — 160,967 323,257
Mortgage and Asset-Backed Securities ........ — — — 8,568
Negotiable Certificates of Deposit ................. — — 405 405
Municipal Obligations ...................... — — 300 817
Bond Mutual Funds...... 5,384 551 52,342 934,787
Foreign Bonds ......... 207 — 985 20,414
Direct Mortgages ......... — — 105,011 105,011
Investment Contracts... — — 916,773 916,773
Other Investments ................. — — 3,935 3,956
Total Component Units ............c.cc.c...... $ 11,062 551 $1,292,958 $3,485,379

* The portion of U.S. Agency Obligations that are explicitly guaranteed by the U.S. government have been excluded from this table since these investments are not exposed to credit risk.

All investments, as categorized by credit ratings in
the tables above and on the previous page, meet the
requirements of the State’s laws and policies, when
applicable.

Descriptions of the investment credit ratings shown
in the tables are as follows:

Rating General Description of Credit Rating
AAA/Aaa Extremely strong
AA/Aa Very strong
A/A-1 Strong
BBB/Baa Adequate
BB/Ba Less vulnerable
B More vulnerable
CCC/Caa Currently vulnerable to nonpayment
CC/Ca Currently highly vulnerable to nonpayment
C Currently highly vulnerable to nonpayment due

to certain conditions (e.g., filing of bankruptcy
petition or similar action by issuer)

D Currently highly vulnerable to nonpayment for
failure to pay by due date
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3. Concentration of Credit Risk

The potential for loss of value increases when in-
vestments are not diversified. The State has im-
posed limits on the types of authorized investments
to prevent this type of loss.

For investments that are included in the treasury’s
cash and investment pool and reported as “Cash
Equity with Treasurer” and other investment securi-
ties managed by the Treasurer of State’s Office,
Chapter 135, Ohio Revised Code, requires the fol-
lowing:

e Investments in commercial paper may not
exceed 25 percent of the State’s total aver-
age portfolio,

e Bankers acceptances cannot exceed 10
percent of the State’s total average portfolio,

e Debt interests cannot exceed 25 percent of
the State’'s total average portfolio,
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e Debt interests in foreign nations may not
exceed one percent of the State’s total av-
erage portfolio, and

e Debt interests of a single issuer may not
exceed one-half of one percent of the
State’s total average portfolio.

Investment policies of the Treasurer of State further
restrict concentrations of investments. Maximum
concentrations are as follows:

Maximum % of Total

Investment Type Average Portfolio

U.S. Treasury......ccccemeerceencieeneennn, 100
Federal Agency (fixed rate) .. 100
Federal Agency (callable)................ 55
Federal Agency (variable rate) ........ 10
Repurchase Agreements................. 25
Bankers’ Acceptances ..................... 10
Commercial Paper........cccccocuvenen, 25
Corporate Notes 5
Foreign Notes .........ccccoeviiieiieecnn, 1
Certificates of Deposit ............ccee... 20
Municipal Obligations .... 10
STAR ONiO....oevveeeriiceeiiceeeeeee, 25
Mutual Funds.......c.cccooeiviiniinien 25

The investment policies of the Treasurer of State’s
Office also specify that commercial paper is limited
to no more than five percent of the issuing corpora-
tion’s total outstanding commercial paper, and in-
vestments in a single issuer are further limited to no
more than two percent of the total average portfolio
except for U.S. government obligations, limited at
100 percent; repurchase agreement counterparties,
limited at the lesser of five percent or $250 million;
bankers’ acceptances, limited at five percent; corpo-
rate notes and foreign debt, limited at one-half of
one percent; and mutual funds, limited at 10 percent.

For the U.S. Equity Portfolio of the Workers’ Com-
pensation Enterprise Fund, no single holding is to be
more than five percent of the entire portfolio at mar-
ket, or five percent of the outstanding equity securi-
ties of any one corporation.

For the Lottery Commission Enterprise Fund, no
more than two percent of the total average portfolio
may be invested in the securities of any single issuer
with the following exceptions: U.S. government obli-
gations, 100 percent maximum; repurchase agree-
ments, limited at the lesser of five percent or $250
million; and mutual funds, 10 percent maximum.

The State Highway Patrol Retirement System Pen-
sion Trust Fund’s policy prohibits the investment of
more than 10 percent of its fixed income portfolio in
securities of any one issuer with the exception of
U.S. government securities, or the investment of

more than five percent of the Fund’s total invest-
ments in any one issuer with the exception of U.S.
government securities.

For the STAR Ohio Investment Trust Fund, invest-
ments in a single issuer are further limited to no
more than two percent of the total average portfolio
except for U.S. Treasury obligations, limited at 100
percent; U.S. Agency obligations, limited at 33 per-
cent; repurchase agreement counterparties, limited
at the lesser of 10 percent or $500 million; and mu-
tual funds, limited at 10 percent.

As of June 30, 2006, all investments meet the re-
quirements of the State’s laws and policies, when
applicable. However, investments in certain issuers
are greater than five percent of investment balances,
as follows (dollars in thousands):

Percentage
of Investment
Issuer Amount Balance
Governmental and
Business-Type Activities:
Federal National
Mortgage Association........... $4,577,437 13%
Federal Home Loan Bank....... 2,147,985 6%
Federal Home Loan
Mortgage Corporation.......... 3,970,246 11%
STAR Ohio
Investment Trust Fund:
Federal National
Mortgage Association........... 1,288,228 31%
Federal Home Loan Bank....... 901,888 22%
Federal Home Loan
Mortgage Corporation .......... 936,262 23%
School Facilities Commission
Component Unit Fund:
Federal National
Mortgage Association........... 67,556 8%
Federal Home Loan Bank....... 143,491 17%
Federal Home Loan
Mortgage Corporation .......... 112,350 13%
Ohio Water Development
Authority Component Unit
Fund (12/31/05):
Federal Home Loan Bank....... 128,165 9%
AIGMFC ..o, 386,479 26%
Citigroup ...ccceeveveiiienieeneee, 323,173 22%
Goldman Sachs ..........ccceeeuee. 81,140 5%
Nonmajor Component Units:
Federal National
Mortgage Association.......... 149,244 5%
Federal Home Loan
Mortgage Corporation .......... 158,104 6%
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4. Interest Rate Risk

Certain of the State’s investments are exposed to
interest rate risk. This risk exists when changes to
interest rates will negatively impact the fair value of
an investment. The State has adopted policies to
mitigate this risk.

Investment policies governing the treasury’s cash
and investment pool, which is reported as “Cash
Equity with Treasurer’ and is managed by the
Treasurer of State’s Office, limit maturities of short-
term investments to no more than 12 months with a
weighted average maturity not to exceed 90 days.
For long-term investments, maturities are limited to
five years or less, except for those that are matched
to a specific obligation or debt of the State. A dura-
tion target of three years or less has been estab-
lished for long-term investments.

Variable rate notes are permitted if they meet the
following criteria:

e the note has an ultimate maturity of less than
three years,

o the rate resets frequently to follow money mar-
ket rates,

o the note is indexed to a money market rate
that correlates (by at least 95 percent) with
overall money market rate changes, even dur-
ing wide swings in interest rates, e.g., federal
funds, 3-month treasury bill, LIBOR, and

e any cap on the interest rate is at least 15 per-
cent (1500 basis points) higher than the cou-
pon at purchase.

The Lottery Commission Enterprise Fund’'s invest-
ments are required to have maturities of 30 years or
less. In no case may the maturity of an investment
exceed the expected date of disbursement of those
funds.

For the State Highway Patrol Retirement System
Pension Trust Fund, investment policies require that
the Fund’s fixed income portfolio has an average
maturity of 10 years or less.

Investment policies governing the STAR Ohio In-
vestment Trust Fund limit maturities of investments
to a final stated maturity of 397 days or less. The
weighted average maturity of each portfolio is limited
to 60 days or less.

Investments purchased under the Cash Manage-
ment Policy of the Ohio Public Employees
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Retirement System are limited to a weighted aver-
age maturity of 90 days. Fixed rate notes are re-
quired to have an average maturity of 14 months.
Floating rate notes, with a rating of AA and higher,
are limited to an average maturity of three years. All
other issues are limited to a two-year average matur-

ity.

All investments of the Ohio Water Development Au-

thority Component Unit Fund must mature within five
years unless the investment is matched to a specific
obligation or debt of the Authority.

The policy of the University of Cincinnati Component
Unit Fund stipulates that the weighted average ma-
turity in the Temporary Investment Pool shall be no
longer than five years. The weighted average of the
fixed income maturities in the university’s endow-
ment portfolio shall not exceed 20 years.

As of June 30, 2006, several investments reported
as “Cash Equity with Treasurer’” have terms that
make their fair values highly sensitive to interest rate
changes. The U.S. agency obligations investment
type includes $146.2 million of investments with call
dates during fiscal year 2007. Investments of $4.9
million callable in fiscal year 2007 also have sched-
uled maturities during fiscal year 2007 and are re-
ported in the table on the following page as maturing
in less than one year. Investments of $141.3 million
callable in fiscal year 2007 have maturities during
fiscal years 2008 and 2009 and are reported in the
table on the following page as maturing in one to five
years.

Several investments reported as “Collateral on Lent
Securities” have terms that make them highly sensi-
tive to interest rate changes as of June 30, 2006.
Master Notes of $200 million and variable rate notes
of $310 million have daily reset dates. Mortgage
and asset-backed securities of $48.4 million and
variable rate notes of $350 million have monthly re-
set dates. Variable rate notes of $810.6 million have
quarterly reset dates.

As of June 30, 2006, the Workers’ Compensation
Enterprise Fund held approximately $748 million in
certain mortgage and asset-backed securities (pri-
marily classified under the “Corporate Bonds and
Notes” investment type). The overall return or yield
on mortgage and asset-backed securities depends
on the interest amount collected over the life of the
security and the change in the fair value. Although
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
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lost. Accordingly, the yields and maturities of mort-
gage and asset-backed securities generally 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 borrower’s ad-
vantage to repay the existing loan and obtain new,
lower interest rate financing.

The Lottery Commission Enterprise Fund has in-
vestments with call dates and collateral on lent secu-
rities with reset dates. U.S. agency obligations of
$3.5 million that are callable in fiscal year 2007 have
a scheduled maturity during fiscal year 2012. An
additional $3 million that are callable in fiscal year
2007 have a scheduled maturity during fiscal year
2022. These investments are reported as maturing
in six to 10 years and in over 10 years, respectively,
in the table below. Master notes and variable rate
notes with reset dates are reported as collateral on
lent securities. Master notes of $30 million have
daily reset dates. Variable rate notes of $97.7 mil-
lion, $50 million, and $65.6 million, respectively have
daily, monthly, and quarterly reset dates.

The State Highway Patrol Retirement System Pen-
sion Trust Fund also has investments with terms that
make the fair values highly sensitive to interest rate

changes. Within the mortgage and asset-backed
securities investment type are investments of $2.7
million that include floating interest rates and adjust-
able coupons. The corporate bonds and notes in-
vestment type also include $1 million of investments
with coupon step-ups. The U.S agency obligations,
mortgage and asset-backed securities, and corpo-
rate bonds and notes investment types contain call
provisions of $5.7 million, $7.4 million, and $2 mil-
lion, respectively. The investments with call provi-
sions are listed in the table below based on these
terms.

Also during fiscal year 2006, the Treasurer of State
acted as the custodian of the Retirement Systems
Agency Fund’'s investments. These investments
contain terms that make their fair values highly sen-
sitive to interest rate changes. Specific information
on the nature of the investments and their terms can
be found in each respective system’s Comprehen-
sive Annual Financial Report.

The following table lists the investment maturities of
the State’s investments. All investments at June 30,
2006, meet the requirements of the State’s laws and
policies, when applicable.

Primary Government (including Fiduciary Activities)
Investments Subject to Interest Rate Risk
As of June 30, 2006

(dollars in thousands)

Investment Maturities (in years)

Investment Type Less than 1 1-5 6-10 More than 10 Total
U.S. Government Obligations............cc.ccceereninnne $ 951,509 $ 4,883,983 $3,419,832 $ 9,770,634 $19,025,958
U.S. Government Obligations—Strips ................. 2,326 13,213 89,633 249,985 355,157
U.S. Agency Obligations............ccocvverrvrcernennns 7,604,097 3,921,202 711,935 5,867,730 18,104,964
U.S. Agency Obligations—Strips 99,443 243,917 134,839 85,676 563,875
Corporate Bonds and Notes ............cccocveeirienns 1,727,296 5,232,044 3,730,951 2,372,842 13,063,133
Corporate Bonds and Notes—Strips — — — 744 744
Commercial Paper..........cocceveiineenne 4,647,180 — — — 4,647,180
Repurchase Agreements...........cccceevieeiiieeenins 472,573 — — — 472,573
Mortgage and Asset-Backed Securities .............. — 399,533 176,113 8,500,867 9,076,513
Municipal Obligations ............cccocoiiiiiiiinieeeen. — — 3,300 522 3,822
Foreign Bonds ........cccooviciniiiiiiccnccnecs 12,813 450,935 417,364 593,857 1,474,969
High-Yield & Emerging Markets Fixed Income.... 41,264 185,653 599,341 315,184 1,141,442
Bond Mutual Funds..........ccccoiiiiiiiininicicens 1,301,741 256,164 440,182 43,915 2,042,002
Investment Contracts...........cccecvrveciniciiniencne — 944 — — 944
Securities Lending Collateral:
Commercial Paper.........ccoccoeeiiiieiiiiiecieeee 32,976 — — — 32,976
Repurchase Agreements...........cccceeeviieeeennnenn. 2,594,130 — — — 2,594,130
Mortgage and Asset-Backed Securities ........... 48,211 — — — 48,211
Variable Rate Notes ..........cccccceuveeieiinnnns 1,683,656 — — — 1,683,656
Master Notes ..........ccoviiiiiiiiiie 555,132 — — — 555,132
Total Primary Government......................... $21,774,347 $15,587,588 $9,723,490 $27,801,956 $74,887,381

75



STATE OF OHIO

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2006

NOTE 4 DEPOSITS AND INVESTMENTS (Continued)

Component Units
Investments Subject to Interest Rate Risk
As of June 30, 2006

(dollars in thousands)

Investment Maturities (in years)

Investment Type Less than 1 1-5 6-10 More than 10 Total

U.S. Government Obligations............c..cccceveveuennne $ 99,574 $ 87,492 $ 31,832 $ 21,346 $ 240,244
U.S. Government Obligations—Strips ................. 2,590 6,222 3,461 1,109 13,382
U.S. Agency Obligations............ccoceerereciiieenienne 441,215 334,199 56,006 86,605 918,025
Corporate Bonds and Notes 41,428 106,310 55,013 41,540 244,291
Commercial Paper..........ccccceeuee. 14,488 — — — 14,488
Repurchase Agreements...........ccccoeiieiiiieeenns 321,172 2,085 — — 323,257
Mortgage and Asset-Backed Securities .............. — 801 6,624 1,143 8,568
Negotiable Certificates of Deposit 405 — — — 405
Municipal Obligations ...........ccccecviriiiiniiiinieins 90 152 164 411 817
Bond Mutual Funds...........c.ccccueuen. 302,314 375,090 175,965 81,418 934,787
Foreign Bonds ..........cccccvvvienrnnnen. 375 1,064 8,111 10,864 20,414
Direct Mortgages .........cocceeeeieeeeniieeeeniiee e — 540 — 104,471 105,011
Investment Contracts..........ccccceeveeieiinieiieeneeene — 857,926 — 58,847 916,773
Other Investments 388 1,468 1,285 815 3,956

Total Component Units ..........cccooovevvneennne $1,224,039 $1,773,349 $ 338,461 $408,569 $3,744,418

5. Foreign Currency Risk

Investments in stocks and bonds denominated in
foreign currencies are affected by foreign currency
risk which arises from changes in currency ex-
change rates. The State’s laws and investment poli-
cies include provisions to limit the exposure to this
type of risk.

According to Chapter 135, Ohio Revised Code, in-
vestments managed by the Treasurer of State’s Of-
fice, and reported as “Cash Equity with Treasurer”,
are limited to the debt of nations diplomatically rec-
ognized by the United States and that are backed by
the full faith and credit of that foreign nation.

Investment policies of the Treasurer of State’s Office
further limit the types of authorized investments.
These requirements include maturity limitations of
five years at the date of purchase and denomination
of principal and interest in U.S. dollars. Other limita-
tions are noted in the previous sections of this note
that discuss credit risk and concentration of credit
risk.

Investment policies regarding foreign currency risk
have also been adopted for the following significant
entities reported in the primary government and are
specific to those entities:
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Workers’ Compensation Enterprise Fund

The Fund’s investment policy requires that

e equity securities of any one international
company shall not exceed five percent of the
total value of all the investments in interna-
tional equity securities, and

e equity securities of any one international
company shall not exceed five percent of the
company’s outstanding equity securities.

Retirement Systems Agency Fund

For the Ohio Public Employees Retirement System,
non-U.S. dollar-based securities are limited to five
percent of the total Global Bond portfolio. Addition-
ally, no more than 25 percent of the Global Bond
portfolio assets may be from non-U.S. issuers.

As of June 30, 2006, investments denominated in
the currency of foreign nations, as detailed in the
tables appearing on the next two pages for the pri-
mary government and its discretely presented com-
ponent units, meet the requirements of the State’s
laws and policies, when applicable.
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Primary Government (including Fiduciary Activities)
International Investments—Foreign Currency Risk

As of June 30, 2006

(dollars in thousands)

Fiduciary Activities

High-Yield &

Emerging
Markets Fixed
Currency Stocks Bonds Income Total
Argentinean PES0 .........c.cociiiiieiie e $ 43,509 $ — $ 421 $ 43,930
AUSLralian DOIIAr ..........ooevviiiiiiieee e 412,323 — — 412,323
Bahamian Dollar ... 26 — — 26
BeliZE DOIIAr........ooiee e 2 — — 2
Bermudian Dollar..............oooiiiiioiiiiieee e 309 — — 309
Brazilian Real 380,771 — 1,174 381,945
British Pound 2,158,055 — — 2,158,055
Bulgarian Lev 41 — — 41
Canadian Dollar 699,920 — — 699,920
Caymanian Dollar..........ccooiiiiie e 53 — 2,286 2,339
Chilean Peso 28,237 — — 28,237
Chinese Yuan 54,200 — — 54,200
ColoMDIAN PESO ....eeeeeeeeectieeeee et 6,656 — 4,561 11,217
CZECh KOMUNA ... ..ouiiiiiiie e e 21,823 — — 21,823
Danish Krone 67,546 — — 67,546
Egyptian Pound 39,947 — 1,764 41,711
BUIO e ettt 3,824,840 165 7,485 3,832,490
Hong Kong Dollar .... 645,503 — — 645,503
Hungarian Forint ... 57,351 — — 57,351
1celandiC KroN@.........coouuiiiieie e 2 — — 2
Indian Rupee 90,296 — — 90,296
Indonesian Rupiah............cooiiiiiiii e 104,623 — 453 105,076
ISra€li SNEKE ......ooeeiiiie e 135,083 — — 135,083
Japanese Yen....... 3,055,577 — 1 3,055,578
Jordanian Dollar.... 1 — — 1
Lithuanian Litas..... 23 — — 23
Malaysian Ringgit . 158,529 — — 158,529
Mexican Peso........cccceeeennnn... 168,715 23 1,127 169,865
Netherlands Antilles Guilder .. 2 — — 2
New Zealand Dollar ............... 11,318 — — 11,318
Norwegian Kroner.... 157,067 — — 157,067
Pakistani Rupee....... 8,474 — — 8,474
Panamanian Balboa ..............coocciiiiiiiiiiiiiee e 4 — — 4
Peruvian NeW SOl .......cocciiiiiiiiecie e 30 — — 30
Philippines Peso 38,460 — — 38,460
POISN ZIOtY ... 31,938 — — 31,938
Romanian Leu 1,177 — — 1,177
Russian Ruble 15,718 — 655 16,373
SINGAPOre DOlIAr........coiiiiii et 144,896 — — 144,896
South African RaNd.........c.coeieiiieiie e 470,455 — — 470,455
South Korean Won .. 905,937 — — 905,937
Sri Lankan RUPEE ........ooouiiiiiie et 17,267 — — 17,267
SWediSh Krona........cc.eeiiiieiiiciee et 175,930 — — 175,930
Swiss Franc 766,894 — — 766,894
TaiWaN DOIIA.........cooeeieeeee e 620,480 — — 620,480
Thailand Baht..........cccvviiiiiiiie e 139,932 — — 139,932
Turkish Lira 166,690 — 2,957 169,647
Venezuelan BolVar..........cooouiiiiiei i 6 — — 6
Zimbabwean DOllar...........ooooiiiiiei e 3,926 — — 3,926
Investments Held in Foreign Currency ... $15,830,562 $188 $22,884 15,853,634
Foreign Investments Held in U.S. DOIIAIS........c..ui ittt b ettt ee e e bt e bt bt sabe e beeenbeesaeeetee e 20,504,202
Total Foreign Investments-Primary Government, including Fiduciary ActiVities.............cccoiiiiiiiiiii e $36,357,836
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Component Units

International Investments—Foreign Currency Risk

As of June 30, 2006

(dollars in thousands)

Ohio State University:

Currency

Argentinean Peso..........cccoceeviiiieciiieneee
Australian Dollar...........cccccooeeiiiiieeiicei.
Brazilian Real ........ccccooeciiiiiiiiiiiieeeeee

British Pound.........
Canadian Dollar....

Hong Kong Dollar-....

Israeli Shekel...........

Japanese Yen ......
Malaysian Ringgit....

Mexican Peso..........

New

Zealand Dollar.............cccovvveeeeeeeecnnnnen..

Norwegian Krone...........cccocoeeveeiiiciieeneene

Singapore Dollar

South African Rand ..........cc.cecoeevvveeneeeee,
South Korean Won.........ccccoeeeeeiiiiiiieeece,

Swedish Krona

SWISS Franc......ccoeeveeeeeeeciiiieeeeeeeceeeee e
Thailand Baht ...........coooeiiiiiiiiieeee,

Investments Held in Foreign Currency........
Foreign Investments Held in U.S. Dollars ...

Total Ohio State University .........

Nonmajor Component Units:

Currency

Bermudian Dollar............ccccveeeeeiieiiiiineeneen,
Canadian Dollar..........ccccceeevviiieiieeeeeeieeennn

JUNE 30, 2006
Included in the Balance
Reported for
Common &
Preferred Corporate
Stock Bonds Total
$ — $ 962 $ 962
2,061 — 2,061
894 1,583 2,477
18,141 — 18,141
4,300 — 4,300
400 — 400
31,683 226 31,909
2,963 — 2,963
532 23 555
23,301 — 23,301
409 — 409
542 610 1,152
159 — 159
4,169 — 4,169
676 — 676
3,228 — 3,228
1,926 — 1,926
2,776 — 2,776
3,849 — 3,849
789 — 789
102,798 3,404 106,202
— 16,206 16,206
$102,798 $19,610 $122,408
Included in the Balance
Reported for
Common &
Preferred Corporate
Stock Bonds Total
$ 69 $ — $ 69
33 30 63
97 333 430
— 382 382
— 59 59
$199 $804 $1,003
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D. Securities Lending Transactions

The Treasurer of State and the State Highway Patrol
Retirement System (SHPRS) participate in securities
lending programs for securities included in the “Cash
Equity with Treasurer” and “Investments” accounts.
Each lending program is administered by a custodial
agent bank, whereby certain securities are trans-
ferred to an independent broker-dealer (borrower) in
exchange for collateral.

At the time of the loan, the Treasurer of State re-
quires its custodial agents to ensure that the State’s
lent securities are collateralized at no less than 102
percent of fair value. At no point in time can the
value of the collateral be less than 100 percent of
the underlying securities.

The SHPRS also requires custodial agents to en-
sure that lent securities are collateralized at 102
percent of fair value. SHPRS requires its custodial
agents to provide additional collateral when the fair
value of the collateral held falls below 102 percent of
the fair value of securities lent.

Consequently, as of June 30, 2006, the State had no
credit exposure since the amount the State owed to
borrowers at least equaled or 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
Enterprise Fund’'s Structured Investment Portfolio,
which is reported as “Restricted Investments,” the
lending agent may not lend more than 75 percent of
the total average portfolio.

The State invests cash collateral in short-term obli-
gations, which have a weighted average maturity of
13 days or less while the weighted average maturity
of securities loans is two days or less.

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 Enterprise
Fund, the securities lending agent is to indemnify the
Treasurer of State for any losses resulting from ei-
ther the default of a borrower or any violations of the
security lending policy.

During fiscal year 2006, the State had not experi-
enced any losses due to credit or market risk on se-
curities lending activities.

In fiscal year 2006, the Treasurer lent U.S. govern-
ment and agency obligations in exchange for cash
collateral while the SHPRS lent fixed maturities and
equity securities in exchange for cash collateral.
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NOTE 5 RECEIVABLES

A. Taxes Receivable — 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, 2006, approximately $334.8 million of
the net taxes receivable balance is also reported as
deferred revenue on the governmental funds’ bal-
ance sheet, of which $299.7 million is reported in the
General Fund and $35.1 million is reported in the
Revenue Distribution Special Revenue Fund.

Refund liabilities for income and corporation fran-
chise taxes, totaling approximately $849.2 million,
are reported for governmental activities as “Refunds
and Other Liabilities” on the Statement of Net As-
sets, of which, $778.8 million is reported in the Gen-
eral Fund and $70.4 million is reported in the Reve-
nue Distribution Special Revenue Fund on the gov-
ernmental 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 TaAXES .o $ 585,809 $ — $ 64,869 $ 165 $ 650,843
SAIES TAXES ..evvvvvveererirerereiererirerrrarrresrerareereeenenens 371,343 — 28,655 724 400,722
Motor Vehicle Fuel Taxes..........cccccvvvvveeeeeeeeennee. — 65,238 103,793 2,269 171,300
Commercial Activity Taxes .......ccccccceeereiiiineeenn. — — 136,335 — 136,335
Public Utility TaXes .......cccceeveeviiiiiieeeeeciiieen. 73,040 — 28,692 — 101,732
SeVeranCe TaXES.......cccvvuuveieeeeeeiiiieee e — — — 1,674 1,674
1,030,192 65,238 362,344 4,832 1,462,606
Noncurrent-Due in More Than One Year:
INCOME TaAXES ... e 58,197 — 6,827 — 65,024
Taxes Receivable, Net ................................... $1,088,389 $65,238 $369,171 $4,832 $1,527,630

B. Intergovernmental Receivable — 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, 2006 (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.. .. $ 333,665 $ 7,756 $ — $ 4661 $ 346,082
Job, Family and Other Human Services............. 332,350 85,338 — — 417,688
Lo [UTo%= 11 o 46,243 97,639 — — 143,882
Highway Operating .........cccccocveviiieeiiiiiee e 118,770 — — — 118,770
Nonmajor Governmental Funds ...........ccccccceennee. 269,673 16,431 — 38,642 324,746
Total Governmental Activities ..............cc.oouu... 1,100,701 207,164 — 43,303 1,351,168

Business-Type Activities:
Major Proprietary Funds:

Unemployment Compensation ...........ccccccceeennee — — 3,351 — 3,351
Nonmaijor Proprietary Funds ............cccccccvvieveeeenn. 33 — — 8,933 8,966
Total Business-Type Activities............cccceeeee 33 — 3,351 8,933 12,317
Intergovernmental Receivable.......................... $1,100,734 $207,164 $3,351 $52,236  $1,363,485
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C. Loans Receivable

Loans receivable for the primary government and its discretely presented major component units, as of June 30,

2006, 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
Housing FiNance ..........ccooooveeeeeieeeeeee e $225,001 $— % — $ — $225,001
School District Solvency Assistance...................... 7,641 — — — 7,641
Wayne Trace Local School District.........c.c...cc...... 4,327 — — — 4,327
State Workforce Development............c..cooeiieeee. 3,678 — — — 3,678
Office of Minority Financial Incentives ................... 1,283 — — — 1,283
Professional Development............ccccccoeeecviveeeeen.n. 958 — — — 958
Columbiana County Economic Stabilization........... 858 — — — 858
Small Government Fire Departments..................... 507 — — — 507
Nurses Education Assistance.........ccccccceeevvvevnnnnn... — 44 — — 44
Highway, Transit, & Aviation Infrastructure Bank .. — — 82,263 — 82,263
Economic Development
Office of Financial Incentives..............ccccceeeeeee. — — — 311,336 311,336
Rail Development ..........ccccveeiiiiiiiiiiee e — — — 4,107 4,107
Brownfield Revolving Loan ..........ccccccovieeiiiienenns — — — 502 502
Local Infrastructure Improvements........................ — — — 292,319 292,319
Natural RESOUrCEeS...........covvviieieeiiiiiieeeeeeee — — — 2 2
Loans Receivable, Gross .........cccceeeeveeeiiiieneeeenns 244,253 44 82,263 608,266 934,826
Estimated Uncollectible ..........cccceeiniiiiiiiiiens (51) — — — (51)
Loans Receivable, Net .........cccceeeveiiiiiiiiiinnnnn. $244,202 $44 $ 82,263 $608,266 $934,775
Current-Due Within One Year ........ccccccvvvvvvnnnnnee $ 12,801 $34 $ 11,056 $ 31,392 $ 55,283
Noncurrent-Due in More Than One Year............ 231,401 10 71,207 576,874 879,492
Loans Receivable, Net .............ooovvvvvvvvvviiviiiiiennns $244,202 $44 $ 82,263 $608,266 $934,775
Major Component Units — Loans Receivable
Ohio Water
Development University
Authority Ohio State of
Loan Program (12/31/05) University Cincinnati
Water and Wastewater Treatment
(including restricted POrtiON).......coouiiiiiriiei e $3,254,825 $ — $ —
R 10 o L= o R — 83,673 37,398
(O 1 o 1= P TRPPRRPPPRPIN — — 690
Loans Receivable, GrOSS..........cccuiiiiiiii it 3,254,825 83,673 38,088
Estimated Uncollectible....... ..o — (13,800) (4,749)
Loans ReCeiVable, NEt..........couii i $3,254,825 $ 69,873 $ 33,339
Current-Due Within ONe Y@ar.........uuuuuuruueieiiiiriiiiiiii e rsrerarerereneserereranaes $ 1,218 $ 8,429 $ 2,994
Noncurrent-Due in More Than One Year........ccocoovveueieeeiiiieieeeee et 3,253,607 61,444 30,345
Loans Receivable, NEt...........oovvviiiiiiiiiiieieeeeeeeeeeeeete e e e e e e e e e e eeeeeees $3,254,825 $ 69,873 $ 33,339
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D. Other Receivables

The other receivables balances reported for the primary government and its discretely presented major compo-
nent units reporting significant balances, as of June 30, 2006, consist of the following (dollars in thousands).

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
Manufacturers’ Rebates ...........coceeeecveeeeceeeeeeeenn. $213,929 $ 13,198 $ — $ — $ 12,548 $239,675
Tobacco Settlement............coovieeiiiiiiiieeeeee, — — — — 200,242 200,242
Health Facility Bed Assessments ...........cccccceeeeenne — 54,455 — — — 54,455
INtEreSt ..o 19,709 — — 2,035 2,572 24,316
ACCOUNES ... 20,089 — 308 620 3,404 24,421
Environmental Legal Settlements.............ccccceeenne — — — — 4,676 4,676
MiISCEllaNBOUS.........ceeieeeieeeeeeeeeeee e 14,271 4,160 — — — 18,431
Other Receivables, Net-Due Within One Year...... $267,998 $ 71,813 $ 308 $ 2,655 $223,442 $566,216
Business-Type Activities
Major Proprietary Funds
Unemploy-
Workers’ Lottery ment Nonmajor
Compen- Com- Compen- Proprietary
Type of Receivable sation mission sation Funds Total

P2 eTo 010 [ o (= $962,709 $ — $68,088 $ 870 $1,031,667
Interest and Dividends (including restricted portion) .................. 2,421 2,350 — 4,940 9,711
LBASES. .. et — — — 7,897 7,897
Lottery Sales AgENtS ........coieiiriiiiee e — 51,769 — — 51,769
Other Receivables, GroSS ............uuvevvrrrmrmrrereeeeesennnnnnnenrererennnn: 965,130 54,119 68,088 13,707 1,101,044
Estimated Uncollectible ...........oooviiiiiii e, (811,499) (222) (59,161) — (870,882)
Other Receivables, Net .............uvevvvvereereeieeeeevevereneen, $153,631 $53,897 $ 8,927 $13,707 $ 230,162
Current-Due Within One Year..........ccccccvevvevieieeieeie e $153,631 $53,897 $ 8,927  $10,463 $ 226,918
Noncurrent-Due in More Than One Year........ccccccoceeveinninenns — — — 3,244 3,244
Other Receivables, Net..........cccoooiiiiiiiiiiiiiiiiiiiieeececeeecececn, $153,631 $53,897 $ 8,927 $13,707 $ 230,162
Total Primary Government...............c..c...... $ 796,378

Major Component Units — Other Receivables

University
Ohio State of

Type of Receivable University  Cincinnati

Accounts $769,123 $ 27,940
[[0) (=T (=] ST 15,127 14,733
Investment Trade Receivable (StOCK ProCEEAS) ........oiiiiuiiieiiiiie e — 10,255
L (=T [ TSROSO PPPPPPPOE 39,156 44,222
L8] g] o 11 F=To @4 g =T o 1= T OO UERR — 32,238
Other RECEIVADIES, GIOSS ......cooiieeeiie i ettt e e e ettt e e e e e e et e e e e e e e et e e eeaaeeeeeeeeeeees 823,406 129,388
Estimated UNCOIECHDIE ..o e (434,727) (8,914)
Other RECEIVADIES, NET ......coieeieeeeeeee ettt e e e e e e e e et e e e e e e e e e e e s eee e e e e eenainns $388,679  $120,474
CUITENt-DUE WIthin ONE YBAI ......oveeeeiiiiieieieieie e e e e e beaeaeseseasse e sesesesesersnnnes $374,461 $ 81,175
Noncurrent-Due in More Than ONE YEAT .........oouuiiiieeeeeeee et e e e e e e e et e e et eeran e 14,218 39,299
Other RECEIVADIES, NEt .........uueiiieieieiet e bbb ese e e e s e s s s sesesessnnnsnesensrnnnnes $388,679 $120,474
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The “Other Receivables” balance reported in the
fiduciary funds as of June 30, 2006, is comprised of
interest due of approximately $6 million, investment
trade receivable of $3.1 million, and miscellaneous
receivables of $12.9 million.

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

NOTE 6 PAYABLES

A. Accrued Liabilities

As of June 30, 2006, future lease payments included
under “Other Receivables” in business-type activi-
ties, net of executory costs, (dollars in thousands)
were as follows:

Business-Type

Year Ending June 30, Activities
2007 e, $4,803
2008 ..., 2,716

Total Minimum Lease Payments.............. 7,519

Amount forinterest..........cc.ccoooeiiiiinnnnn, (180)

Present Value of

Net Minimum Lease Payments ................ 7,339

Unearned Income.........cccccvvvvvvvveveievnnennnn, 558

Net Leases Receivable .......... $7,897

Details on accrued liabilities for the primary government and its discretely presented major component units re-
porting significant balances, as of June 30, 2006, follow (dollars in thousands).

Primary Government — Accrued Liabilities

Governmental Activities:
Major Governmental Funds:

GENETAL.....uiiiiiie e
Job, Family and Other Human Services ............cccccceeeeeene
EdUCAtioN ......eviieieieieei
Highway Operating ..........ccccvviiiiieeiiciieeeee e
Nonmajor Governmental Funds ............ccccoeciiiiniiicc e,

Reconciliation of balances in fund financial
statements to government-wide financial

statements due to basis differences..........ccccccvvvvviiiiiiiiiiil
Total Governmental Activities...........cccccoevvveeeeeieeeeeeeeeee

Business-Type Activities:

Nonmajor Proprietary Funds ..........cccccooiiiiiiieee e
Total Primary Government...........ccccceveeeiiiiiiieiieee e

Fiduciary Activities:
State Highway Patrol Retirement System

Pension Trust (12/31/05) .....coeveeiieeciieeiee e

Variable College Savings Plan

Private-Purpose Trust...........ccooi oo
Total Fiduciary Activities.........cccceeiiieiiiiiieee e,

Wages and Total
Employee Accrued Accrued
Benefits Interest Other Liabilities
$119,791 $ — $ — $119,791
15,630 — — 15,630
1,728 — — 1,728
23,095 — — 23,095
43,233 — 22 43,255
203,477 — 22 203,499
— 122,784 — 122,784
203,477 122,784 22 326,283
4,594 59 108 4,761
$208,071 $122,843 $ 130 $331,044
Management
Wages and Health and Admini- Total
Employee Benefit strative Accrued
Benefits Claims Expenses Liabilities
$ 151 $ 1,266 $ — $ 1417
— — 5,857 5,857
$ 151 $ 1,266 $5,857 $ 7274
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Major Component Units — Accrued Liabilities
Wages and Total

Employee Self- Accrued Accrued

Benefits Insurance Interest Other Liabilities
Ohio State University........ccccooceeiiiiieeinenn. $123,299 $109,747 $4,864 $27,814 $265,724
University of Cincinnati..........cccccoooecveiinenn. 30,358 — 4,355 21,496 56,209

B. Intergovernmental Payable

The intergovernmental payable balances for the primary government, as of June 30, 2006, are comprised of the

following (dollars in thousands).

Primary Government — Intergovernmental Payable

Local Government

Shared
Revenue
and Local
Permissive Subsidies Federal Other
Taxes and Other Government States Total
Governmental Activities:
Major Governmental Funds:
GENETAL. ..o, $267,049 $ 88,603 $21,559 $ — $ 377,211
Job, Family and Other Human Services .......... — 230,590 — — 230,590
[=Lo [UTe=1 1 o] o — 59,936 10 — 59,946
Highway Operating .........ccccovviviiieinieee i, — 316 — — 316
Revenue Distribution ............ccoooovviviiiieeeinnn, 592,439 — — 2,932 595,371
Nonmajor Governmental Funds ......................... — 210,730 — — 210,730
Total Governmental Activities..........cccccceeee. 859,488 590,175 21,569 2,932 1,474,164
Business-Type Activities:
Major Proprietary Funds:
Unemployment Compensation ..............c........ — 287 641 — 928
Nonmajor Proprietary Funds ...........cccccooeeeee. 434 — — — 434
Total Business-Type Activities............ccccueeeeee. 434 287 641 — 1,362
Total Primary Government..............ccccecu..... $859,922 $590,462 $22,210 $2,932 $1,475,526
Fiduciary Activities:
Holding and Distribution Agency Fund ............... $ — $ — $ 2,839 $3,167 $ 6,006
Payroll Withholding
and Fringe Benefits Agency Fund ................... — 357 — — 357
Other Agency Fund .........ccccoeeiiiiiiiiiiiiee e 96,483 2,775 — — 99,258
Total Fiduciary Activities ..............ccccceeuene.e. $ 96,483 $ 3,132 $ 2,839 $3,167 $ 105,621

As of June 30, 2006, the School Facilities Commis-
sion Component Unit Fund reported an intergov-
ernmental payable balance totaling approximately
$2.15 billion for long-term funding contracts the
Commission has with local school districts. In the
government-wide Statement of Net Assets, the in-
tergovernmental payable balance for the Commis-
sion is included with “Other Noncurrent Liabilities.”

The contracts commit the State to cover the costs of
construction of facilities of the school districts once
the districts have met certain eligibility requirements.
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C. Refund and Other Liabilities

Refund and other liabilities for the primary govern-
ment and its discretely presented major component
units reporting significant balances, as of June 30,
2006, consist of the balances reported on the tables
presented on the following page (dollars in thou-
sands).
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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........coeeveieeneieeeseee e $ 609,151 $169,688 $778,839 $ — $ 9 3 778,848
Job, Family and
Other Human Services................ — — — 14,569 1,336 15,905
Revenue Distribution 64,766 5,623 70,389 — — 70,389
Nonmajor Governmental Funds......... — — — — 2,458 2,458
Total Governmental Activities.......... $ 673,917 $175,311 $849,228 § 14,569 $ 3803 $§ 867,600
Reserve for
Compen- Refund and
sation Security Compensated Capital
Adjustment Deposits Absences Leases Other Total
Business-Type Activities:
Maijor Proprietary Funds:
Workers' Compensation ................. $1,676,498 $ 87,693 $ 20620 $ — $112,844 $1,897,655
Lottery Commission..........c.ccceeeenne — 18,336 3,055 — 1,599 22,990
Unemployment Compensation ....... — 12,666 — — — 12,666
Nonmajor Proprietary Funds.............. — 2,432 10,901 12 7,528 20,873
1,676,498 121,127 34,576 12 121,971 1,954,184
Reconciliation of balances included in
the “Other Noncurrent Liabilities”
balance in the government-wide
financial statements ............cccococrnnnen. (1,676,498) (87,693) (34,454) (12) (75,944) (1,874,601)
Total Business-Type Activities........ $ — $ 33,434 $ 122 $ — $ 46,027 $ 79,583
Total Primary Government..................... $ 947,183
Child Refund and Retirement
Support Security Payroll Systems’
Collections Deposits Withholdings Assets Other Total
Fiduciary Activities:
State Highway Patrol Retirement
System Pension Trust (12/31/05)... $ — $ — $ — $ — $ 47 $ 47
Variable College Savings Plan
Private-Purpose Trust — — — — 4,452 4,452
STAR Ohio Investment Trust.. — — — — 735 735
Agency Funds:
Holding and Distribution ................. — 10,026 — — — 10,026
Centralized Child
Support Collections ............cco...... 70,670 — — — — 70,670
Retirement Systems ............cccc..... — — — 157,171,453 — 157,171,453
Payroll Withholding and
Fringe Benefits ........cccccoeivenennnn, — — 138,429 — — 138,429
Other ..o, — 388,345 — 10,453 98,184 496,982
Total Fiduciary Activities.................. $ 70,670 $398,371 $138,429 $157,181,906 $103,418 $157,892,794
Major Component Units — Refund and Other Liabilities
Obligations
Refund and Under
Security Compensated Capital Annuity Life
Deposits Absences Leases Agreements Other Total
Ohio State University ..........ccccceeeenen, $ 58,209 $ 85,054 $ 15,107 $ 49,473 $ 39,999 $ 247,842
University of Cincinnati ...................... 35,927 66,292 122,140 — 6,430 230,789
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A. Interfund Balances
Interfund balances, as of June 30, 2006, consist of the following (dollars in thousands):
Due To
Governmental Activities
Nonmajor
Governmental
Due from General Funds Total
Major Governmental Funds:
GENEIAI ... — $3,054 $ 3,054
Job, Family and Other Human Services .. — — —
Education ................ — — —
Highway Operating..... — — —
Revenue Distribution ...t — 395 395
Nonmajor Governmental Funds .........c..cccoceeviiinenneenne. — 349 349
Total Governmental Activities ..........cccoeveieiieiieennnen. — 3,798 3,798
Major Proprietary Funds:
Lottery COmMmMISSION ......cooviiiiiiiiieiieeecee e — — —
Nonmajor Proprietary FUNds ..........ccoccoeiiiiieniiiieeee 2,925 — 2,925
Total Business-Type Activities 2,925 — 2,925
Total Primary Government.... $ 2925 $3,798 $ 6,723
Business-Type Activities
Major
Proprietary
Fund
Nonmajor Total
Workers’ Proprietary Primary
Compensation Funds Total Government
Major Governmental Funds:
GENETAI ... $688,792 $9,284 $698,076 $701,130
Job, Family and Other Human Services ...................... 21,011 — 21,011 21,011
Education ........ccooeiieeie e 2,466 — 2,466 2,466
Highway Operating 114,656 — 114,656 114,656
Revenue Distribution...........cccoceiiiiiiiiiieee — — — 395
Nonmajor Governmental Funds ..........cccccccveeiineniieennns 130,805 1 130,806 131,155
Total Governmental ActiVities ..........cccveviieeiiiencieeninnns 957,730 9,285 967,015 970,813
Major Proprietary Funds:
Lottery COMmMISSION ......covviiiiiiiieiie e 4,329 — 4,329 4,329
Nonmajor Proprietary Funds ..........cccccoooiiiiniiininnecne. 2,633 — 2,633 5,558
Total Business-Type Activities 6,962 — 6,962 9,887
Total Primary Government $964,692 $9,285 $973,977 $980,700

Interfund balances result from the time lag between
dates that 1.) interfund goods and services are pro-
vided or reimbursable expenditures/expenses occur,
2.) transactions are recorded in the accounting sys-
tem, and 3.) payments between funds are made.

The State’s primary government is permitted to pay
its workers’ compensation liability on a terminal-
funding (pay-as-you-go) basis. As a result, the
Workers’ Compensation Enterprise Fund recognized
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$964.7 million as an interfund receivable for the un-
billed premium due for the primary government’s
share of the Bureau’s actuarially determined liability
for compensation. In the Statement of Net Assets,
the State includes the liability totaling $957.7 million
in the internal balance reported for governmental
activities.
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B. Interfund Transfers

Interfund transfers, for the year ended of June 30, 2006, 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 ....oceeiiiiieeeeee e $ — $68,319 $ 10,515 $ 85 $ 9,253 $1,060,223 $1,148,395
Job, Family and Other Human Services...... 41,854 — 1,500 — — 5 43,359
Education........ccooeeiiiiiieiiee s 31,717 — — — — 100 31,817
Highway Operating ........ccccccooveiiiiniiniienns 703 — — — 135,279 158,423 294,405
Revenue Distribution 90,270 — — 513,681 — 240,925 844,876
Nonmajor Governmental Funds...................... 54,577 2,142 257 — — 18,946 75,922
Total Governmental Activities ...................... 219,121 70,461 12,272 513,766 144,532 1,478,622 2,438,774
Maijor Proprietary Funds:
Workers’ Compensation ...........cccceeveeeenne 7,724 — — — — — 7,724
Lottery CommissSion ..........cccceeviieeeniiieeeninens 472 — 646,276 — — — 646,748
Unemployment Compensation .................... — 25,366 — — — — 25,366
Nonmajor Proprietary Funds............cccccceene. 138,009 — — — — 63,200 201,209
Total Business-Type Activities 146,205 25,366 646,276 — — 63,200 881,047
Total Primary Government $365,326 $95,827 $658,548 $513,766 $ 144,532 $1,541,822 $3,319,821
Business-Type Activities
Major Proprietary Funds
Unemploy-
Workers’ ment Nonmajor Total
Compen- Compen-  Proprietary Primary
sation sation Funds Total Government
Major Governmental Funds:
GENETAl ...t $ — $ — $ 53,223 $ 53,223 $1,201,618
Job, Family and Other Human Services...... 44 9,144 — 9,188 52,547
Education.........cccooevveviiiiiiieee — — — — 31,817
Highway Operating ..... — — — — 294,405
Revenue Distribution ............... — — — — 844,876
Nonmajor Governmental Funds..... — — — — 75,922
Total Governmental Activities ...................... 44 9,144 53,223 62,411 2,501,185
Maijor Proprietary Funds:
Workers’ Compensation ............cccceecveennen. — — — — 7,724
Lottery Commission ..........cccceeviieeeiiiieneninns — — — — 646,748
Unemployment Compensation — — — — 25,366
Nonmajor Proprietary Funds............ccccccoeuene — — — — 201,209
Total Business-Type Activities............c........ — — — — 881,047
Total Primary Government .................... $ 44 $ 9,144 $ 53,223 $ 62,411 $3,382,232

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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C. Component Units

For fiscal year 2006, the component units reported
$2.95 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 Facilities Commission for capital con-
struction at local school districts and the eTech Ohio
Commission for the acquisition of computers to

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-

benefit local schools.

ponent units are summarized below.

Primary Government
(dollars in thousands)

Program Expenses for State Assistance
to Component Units

Primary, Community  Total State
Payable Secondary Higher And Assistance

to the and Other Education Economic to the
Component  Education Support Development Component

Units Function Function Function Units

Major Governmental Funds:

GeNEral....cccuiiiiiiiic e $14,967 $706,434  $1,745,614 $30,921  $2,482,969
Job, Family and Other Human Services............... 372 — — — —
Education .........coooeeiiiii 2,735 10,598 — — 10,598
Highway Operating ..........cccceeviieeeniii e 252 — — — —
Nonmajor Governmental Funds ............cccoccevennee. 29,291 228,228 223,303 — 451,531
Total Primary Government.............ccccceeeveeueenenn. $47,617 $945,260 $1,968,917 $30,921  $2,945,098

Component Units
(dollars in thousands)

Total State
Receivable  Assistance
from the from the
Primary Primary
Government Government
Major Component Units:
School Facilities Commission.........ccccceeeeeeeennnnee. $ — $ 911,425
Ohio State University ..........ccccoieeiiiiiiiiiiieeeeee 11,412 593,694
University of Cincinnati ............c.cccoooviiiiiieeieeni, 1,517 210,065
Nonmajor Component Units ...........cccocveeeiiineennnnee. 34,653 1,229,914
Variance Due to Year-End Differences
(June 30 versus December 31) ........ccccceveeeeeninns 35 —
Total Component Units..........cccoeeviiireiniieneninennn. $47,617 $2,945,098
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A. Primary Government
Capital asset activity, for the year ended June 30, 2006, reported for the primary government was as follows (dol-
lars in thousands):

Primary Government

Balance
July 1, 2005 Balance
(as restated) Increases Decreases June 30, 2006
Governmental Activities:
Capital Assets Not Being Depreciated:
(1621 o Vo IR $ 1,632,382 $ 106,365 $ (2,284) $ 1,736,463
Buildings ......coveiiiiieiiie e 59,135 925 — 60,060
Land Improvements ...........cccoceeeernneen. 930 — — 930
Construction-in-Progress .............ccc..... 1,700,690 493,177 (612,369) 1,581,498
Infrastructure:
Highway Network:
General Subsystem..........cccc.ceeee.. 8,315,025 38,917 (16,174) 8,337,768
Priority Subsystem ..........ccccccoeenn. 6,823,023 394,349 (20,393) 7,196,979
Bridge Network...........cccocveviiiieeninenn. 2,332,077 110,522 (11,970) 2,430,629
Total Capital Assets
Not Being Depreciated ....................... 20,863,262 1,144,255 (663,190) 21,344,327
Other Capital Assets:
Buildings ......ooveeiiiieiee e 3,239,994 121,534 (37,076) 3,324,452
Land Improvements ...........c..ccoeeeuvnneen.. 306,536 34,892 (2,922) 338,506
Machinery and Equipment .................... 523,953 101,643 (32,530) 593,066
Vehicles .....oooovviiiiii 243,663 30,229 (22,341) 251,551
Infrastructure:
Parks, Recreation and
Natural Resources Network ............. 33,332 8,980 — 42,312
Total Other Capital Assets
at historical cost ................. 4,347,478 297,278 (94,869) 4,549,887
Less Accumulated Depreciation for:
Buildings.......cccvveeviiieeeiiiieeeee e 1,303,023 110,940 (25,422) 1,388,541
Land Improvements............cccceeeeennn. 137,080 18,461 (2,210) 153,331
Machinery and Equipment.................. 352,425 78,227 (29,254) 401,398
VERNICIES....ooveieeeeeeeeeeeeeeeeaaes 113,613 21,454 (16,174) 118,893
Infrastructure:
Parks, Recreation and
Natural Resources Network.......... 2,003 1,281 (6) 3,278
Total Accumulated Depreciation ........... 1,908,144 230,363 (73,066) 2,065,441
Other Capital Assets, Net...................... 2,439,334 66,915 (21,803) 2,484,446
Governmental Activities-
Capital Assets, Net.......cccceevveivvnnenn... $23,302,596 $1,211,170 $(684,993) $23,828,773

For fiscal year 2006, the State charged depreciation expense to the following governmental functions:

Governmental Activities: (in 000s)
Primary, Secondary and Other Education..............cccccoeiiiiiiiiiiii e, $ 1,313
Higher Education SUPPOrt.........cooiii e 6
Public Assistance and Medicaid..............cooiiiiiiiiiiieeiiiieee e, 17,407
Health and HUMaN SEerviCeSs ........ccoooiiiiiiiiiiieeeeee e, 20,778
Justice and Public ProteCtion .............uuoviiiiiiiiie e, 102,787
Environmental Protection and Natural Resources ..........ccccooovvveeiiiieeeinnnnnnnn, 16,358
L= 18£S o] €= 11 o I 25,970
General GOVEIMMENT .......oooeiiee e, 47,919
Community and Economic Development ...........ccccveviiieiiiie e, 4,094

Total Depreciation Expense for Governmental Activities..............ccccveeee.. 236,632
Gains (Losses) on Capital Asset Disposals Included in Depreciation ....... (6,269)
Fiscal Year 2006 Increases to Accumulated Depreciation ....................... $230,363
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As of June 30, 2006, the State considered the following governmental capital asset balances as being temporarily
or permanently impaired and removed from service.

Governmental Activities: (in 000s)

Temporarily Impaired Assets Removed from Service:
=TT T [ To T RO SRR $13,198
Land IMProvemMeNts ..........cooiuiiiiiiiiee e 225
TOtAL e e $13,423

Permanently Impaired Assets Removed from Service:
BUITAINGS ...t $ 6,072
Land IMProvemMeNts ..........cooiiiiiiiiiiie et 429
TOtAL et e $ 6,501

Primary Government (Continued)

Balance Balance
July 1, 2005 Increases Decreases June 30, 2006
Business-Type Activities:
Capital Assets Not Being Depreciated:
Land......coooiiieiiiiee e $ 11,994 $ — $ — $ 11,994
Construction-in-Progress....................... 71 707 — 778
Total Capital Assets
Not Being Depreciated....................... 12,065 707 — 12,772
Other Capital Assets:
Buildings .....coeoeiieeeiiieeeeee e 222,038 116 — 222,154
Land Improvements.............cccceeeerneennn. 66 — — 66
Machinery and Equipment................... 145,176 6,910 (9,216) 142,870
VehiCles ......ccuveeeeeiiiieciee e 4,287 1,218 (876) 4,629
Total Other Capital Assets
at historical cost..........cccceevciiirinen. 371,567 8,244 (10,092) 369,719
Less Accumulated Depreciation for:
Buildings ......eeeveeiiieeeee e 108,207 7,340 — 115,547
Land Improvements............ccccvvvvvvnnnes 50 1 — 51
Machinery and Equipment................. 117,844 18,037 (8,820) 127,061
Vehicles .....coovvviviiiiieiieeeee e 2,356 949 (756) 2,549
Total Accumulated Depreciation........... 228,457 26,327 (9,576) 245,208
Other Capital Assets, Net ..................... 143,110 (18,083) (516) 124,511
Business-Type Activities-
Capital Assets, Net ........ccceeceeernenn. $155,175 $(17,376) $(516) $137,283

For fiscal year 2006, the State charged depreciation expense to the following business-type functions:

Business-Type Activities: (in 000s)
Workers’ COmMPENSAtION.........cciiiiiiiiiiee e e e $ 8,758
Lottery COMMISSION ...c..ooiiiiiiiiieee e e, 14,596
TUItion Trust AUtNOTITY .......ceeiiiieiie e 10
[ Lo [0 o) g @70] 01 i fo ] EER RSO PRRPTR PP 796
Underground Parking Garage ............ccueeeerueeieiieieeirieeeeeiiee e e e, 567
Office of AUItor Of State .........coooeiiiiee e, 1,468

Total Depreciation Expense for Business-Type Activities............cccccuvueeen, 26,195
Gains (Losses) on Capital Asset Disposals Included in Depreciation ....... 132
Fiscal Year 2006 Increases to Accumulated Depreciation .............cc......... $26,327
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B. Major Component Units

Capital asset activity, for the year ended June 30, 2006, reported for discretely presented major component unit

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

Ohio State University:
Capital Assets Not Being Depreciated:

Total Capital Assets
Not Being Depreciated............ccccccceeee,

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

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

Less Accumulated Depreciation for:
BUildings ....ovvveiiei
Land Improvements ..........cccccccuennnnnn,
Machinery, Equipment and Vehicles...
Library Books and Publications...........

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

University of Cincinnati:
Capital Assets Not Being Depreciated:

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

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

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

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

Less Accumulated Depreciation for:
Buildings ......ovveviiieiiiiie
Land Improvements ...........ccccccuvnennnn,
Machinery, Equipment and Vehicles...
Library Books and Publications...........
Infrastructure.........cccoooeeeeiiieiees

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

Major Component Units

Balance Balance
July 1, 2005 Increases Decreases June 30, 2006
$ 44,016 $ 8,962 $ (435) $ 52,543
370,753 62,604 — 433,357
414,769 71,566 (435) 485,900
2,670,413 225,815 (18,554) 2,877,674
217,841 23,421 (53) 241,209
748,383 98,029 (39,651) 806,761
161,043 3,857 (1,976) 162,924
3,797,680 351,122 (60,234) 4,088,568
998,354 98,892 (14,605) 1,082,641
118,894 10,116 (54) 128,956
488,941 77,058 (40,209) 525,790
137,484 5,925 (1,976) 141,433
1,743,673 191,991 (56,844) 1,878,820
2,054,007 159,131 (3,390) 2,209,748
$2,468,776 $230,697 $(3,825) $2,695,648
$ 21,305 $ 618 $ — $ 21,923
295,625 158,037 (312,367) 141,295
4,469 30 (143) 4,356
321,399 158,685 (312,510) 167,574
1,314,398 217,888 — 1,532,286
34,752 43,262 — 78,014
154,029 37,621 — 191,650
133,718 9,087 (11,121) 131,684
78,399 11,269 — 89,668
1,715,296 319,127 (11,121) 2,023,302
469,603 51,963 (3,879) 517,687
8,040 2,733 — 10,773
101,105 14,532 (5,212) 110,425
85,656 6,842 (6,258) 86,240
41,454 3,296 — 44,750
705,858 79,366 (15,349) 769,875
1,009,438 239,761 4,228 1,253,427
$1,330,837 $398,446 $(308,282) $1,421,001

For fiscal year 2006, Ohio State University and the University of Cincinnati reported approximately $192 million
and $79.4 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 is a cost-sharing, multiple-employer public
employee retirement system that administers three
separate pension plans — a defined benefit plan, a
defined contribution plan, and a combined plan with
features of both the defined benefit plan and the de-
fined contribution plan.

As established under Chapter 145, Ohio Revised
Code, OPERS provides retirement and disability
benefits, annual cost-of-living adjustments, 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 em-
ployees may retire at age 48 with 25 or more years
of credited service.

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-

92

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 one 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 for the defined benefit portion of
the plan increase three percent annually regardless
of changes in the Consumer Price Index. Addition-
ally, retirees receive the proceeds of their individual
retirement plans in a manner similar to retirees in the
defined contribution plan, as discussed below.

Regular employees who participate in the defined
contribution plan may retire after they reach the age
of 55. The retirement allowance for the defined con-
tribution plan is based entirely on the total member
and vested employer contributions to the plan, plus
or minus any investment gains or losses. Employer
contributions vest at a rate of 20 percent per year
over a five-year vesting period. Retirees may
choose from various payment options including
monthly annuities, partial lump-sum payments, pay-
ments for a guaranteed period, or various combina-
tions of these options. Participants direct the in-
vestment 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 2006, which are the same
for the defined benefit, defined contribution, and
combined plans, were as follows:

Contribution Rates

Employee Employer
Share Share

Regular Employees:
July 1, 2005 through December 31, 2005 8.50% 13.31%
January 1, 2006 through June 30, 2006 9.00% 13.54%

Law Enforcement Employees:
July 1, 2005 through December 31, 2005 10.10% 16.70%
January 1, 2006 through June 30, 2006 10.10% 16.93%

The employer rate for regular employees is sched-
uled to increase to 13.77 percent and 14 percent,
respectively, beginning January 1, 2007, and Janu-
ary 1, 2008. The employer rate for law enforcement
employees is scheduled to increase to 17.17 per-
cent, beginning January 1, 2007, and thereafter an-
nually, until reaching 18.1 percent on January 1,
2011. The employee rate for regular employees is
scheduled to increase to 9.5 percent beginning
January 1, 2007, and to ten percent beginning Janu-
ary 1, 2008.

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 plan and the
defined benefit part of the combined plan follow (dol-
lars in thousands):

2006 2005 2004
Primary Government:
Regular Employees ....  $253,259  $248,032  $235,634
Law Enforcement
Employees............... 3,988 3,946 3,763
Total ....cccvnee. $257,247  $251,978  $239,397
Major Component Units:
School Facilities
Commission ................ $ 297 $ 283 $ 346
Ohio Water
Development Authority 82 83 83
Ohio State University ..... 62,108 63,044 54,280
University of Cincinnati... 13,285 14,070 12,596

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

2006 2005 2004

Primary Government:

Employer Contributions $2,598 $2,054 $1,593

Employee Contributions 5,828 4,375 3,322
Major Component Units:
Ohio State University:

Employer Contributions 1,185 1,002 720

Employee Contributions 2,494 2,032 1,437
University of Cincinnati:

Employer Contributions 236 200 150

Employee Contributions 460 403 291

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) 222-6701 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 2006, employers paid 4.81 per-
cent of their share into members’ accounts for the
period covering July 1, 2005 through December 31,
2005, and 4.5 percent for the period covering Janu-
ary 1, 2006 through June 30, 2006. An employee’s
interest in the medical account for qualifying health-
care expenses vests on the basis of length of ser-
vice, with 100 percent vesting attained after 10 years
of service credit. Employers make no further contri-
butions to a member’'s medical account after retire-
ment, nor do employers have any further obligation
to provide postemployment healthcare benefits.

Employer contributions, for the fiscal year ended
June 30, 2006, were as follows (dollars in thou-
sands):

2006
Primary Government............c..cccccceeevevenenn... $1,423
Major Component Units:
Ohio State University ..........ccccevveeienineenn. 629
University of Cincinnati .................cccvveeee. 125

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
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attain a 100 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
four percent of covered payroll for the period, July 1,
2005 through December 31, 2006, and 4.5 percent
for the period, January 1, 2006 through June 30,
2006. Employees do not fund any portion of health-
care costs.

Benefits in the defined benefit and combined plans
are advance-funded using the entry-age, normal
actuarial cost method of valuation. Significant actu-
arial assumptions, based on the latest actuarial re-
view performed as of December 31, 2005 (the latest
information available), include a rate of return on
investments of 6.5 percent, an annual increase in
total payroll for active employees of four percent
compounded annually for inflation (assuming no
change in the number of active employees), and an
additional increase in total payroll of between .5 per-
cent and 6.3 percent based on additional annual pay
increases. Healthcare costs were assumed to in-
crease between 4.5 percent and ten percent annu-
ally for the next nine years, and at an annual rate of
four percent thereafter.

Net assets available for payment of benefits at De-
cember 31, 2005 were $11.1 billion. The actuarially
accrued liability and the unfunded actuarial accrued
liability were $31.3 billion and $20.2 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 2006, the State’s actuarially required
and actual contributions for the defined benefit plan
and the defined benefit portion of the combined plan
were as follows (dollars in thousands):

2006
Primary Government:
Regular Employees............cccceeeveenne.nn, $117,294
Law Enforcement Employees.............. 1,349
Total.ceeiiice e $118,643
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Major Component Units:

School Facilities Commission ................ $ 137
Ohio Water Development Authority........ 38
Ohio State University .........cccceceeveivnnnenn, 28,752
University of Cincinnati .......................... 6,151

The number of active contributing participants for the
primary government was 58,073, as of June 30,
2006.

Early Retirement Incentives

State agencies, or departments within agencies,
may offer voluntary early retirement incentives (ERI)
under Section 145.297, Ohio Revised Code.
Through the ERI Program, the State can offer to
purchase up to a maximum of five years worth of
service credit from OPERS on behalf of employees
who would then meet the age and service require-
ments to qualify for retirement. Qualifying employ-
ees have a minimum of one year to decide whether
to accept the offer.

State agencies are also required under Section
145.298, Ohio Revised Code, to offer a generally
similar ERI when terminating a number of employ-
ees that equals or exceeds the lesser of 50 employ-
ees or ten percent of the agency’s workforce, as a
result of a closure of the agency or a lay-off within a
six-month period. Under these circumstances, quali-
fying employees must decide whether to accept the
offer in the time between the announcement of the
layoffs and their effective date, and the amount of
service credit offered must be at least three years
and not more than five years.

The ERI agreements establish an obligation to pay
specific amounts on fixed dates. State agencies that
implement an ERI must pay their obligation to
OPERS within a maximum of two years after the
agreement is finalized, so the State does not dis-
count the amount of the liability incurred under the
agreement.

As of June 30, 2006, the State had no significant
liability balances relative to existing ERI agreements
with state employees covered by OPERS. During
fiscal year 2006, the State incurred expendi-
tures/expenses totaling $21.1 million for 613 em-
ployees who entered into ERI agreements with the
State.

B. State Teachers Retirement System of Ohio
(STRS)

Pension Benefits

STRS is a cost-sharing, multiple-employer public
employee retirement system that administers three
separate pension plans — a defined benefit plan, a
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defined contribution plan, and a combined plan with
features of both the defined benefit plan and the de-
fined 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, and each year over 30
years is increased incrementally by .1 percent start-
ing at 2.6 percent for the 32M year of Ohio 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.

Employee and employer contributions are placed
into individual member accounts, and members di-
rect the investment of their accounts by selecting
from various professionally managed investment
options. Retirees may choose to receive either a
lump-sum distribution or a monthly annuity for life.
Employer contributions become vested after one
year of service, while employee contributions vest
immediately.

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 one 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. Alternatively,
the retiree may receive a refund of member contribu-
tions with interest before age 65, once employment
is terminated.

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 percent and ten percent, respec-
tively, and are based on percentages of covered
employees’ gross salaries, which are calculated an-
nually by the retirement system’s actuary.

Contribution rates for fiscal year 2006 were 14 per-
cent for employers and ten percent for employees
for the defined benefit, defined contribution, and
combined plans. For the defined benefit and com-
bined plans, 13 percent of the employer rate is used
to fund pension obligations. The difference between
the total employer rate and the share used to fund
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pension obligations is the percentage used to fund
the STRS healthcare program. For the defined con-
tribution plan, 10.5 percent of the employer’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 the de-
fined benefit portion of the combined plans follow
(dollars in thousands):

2006 2005 2004
Primary Government $ 7162 $ 6,893 $ 6,966

Major

Component Units:

Ohio State University 34,038 33,075 31,995
University of Cincinnati 14,188 13,551 13,043

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

2006 2005 2004

Primary Government:

Employer Contributions $ 101 $ 129 $111

Employee Contributions 166 184 161
Major Component Units:
Ohio State University:

Employer Contributions 1,438 1,018 634

Employee Contributions 1,719 1,283 819
University of Cincinnati:

Employer Contributions 789 651 480

Employee Contributions 970 770 547

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, Attention: Chief Financial Officer, 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 one
percent of covered payroll are allocated to pay for
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healthcare benefits. Retirees enrolled in the defined
contribution plan receive no postemployment health-
care benefits.

The employer contribution is financed on a pay-as-
you-go basis. As of June 30, 2005 (the most recent
information available), net assets available for future
healthcare benefits were $3.3 billion. Net healthcare
costs paid by the primary government and its dis-
cretely presented major component units, for the
year ended June 30, 2006, were as follows (dollars
in thousands):

2006
Primary Government ............cc.c.cc.ceoue..... $ 551
Major Component Units:
Ohio State University........cc..ccoeevvnneeen.. 2,618
University of Cincinnati........................ 1,091

The number of eligible benefit recipients for STRS
as a whole was 152,576, as of June 30, 2005; a
breakout of the number of eligible recipients for the
primary government and its component units, as of
June 30, 2006, is unavailable.

C. State Highway Patrol Retirement System
(SHPRS)

Pension Benefits

SHPRS, a component unit of the State, was estab-
lished in 1941 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
Blvd., Suite 119, Columbus, Ohio 43229, or by call-
ing (614) 431-0781.

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
Onhio 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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The employer and employee contribution rates, as of
December 31, 2005, were 25.5 percent and ten per-
cent, respectively. Effective July 1, 2005, the em-
ployer rate increased from 24.5 percent to 25 per-
cent.

During calendar year 2005, all of the employees’
contributions funded pension benefits while 21 per-
cent of the employer’s contributions funded pension
benefits from January 1, 2005 through June 30,
2005 and 22 percent from July 1, 2005 through De-
cember 31, 2005. 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.

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 the differences between actual and
assumed return over a closed, four-year period.

The employer’'s annual pension costs for the last
three calendar years were as follows (dollars in thou-
sands):
Percentage of
For the Employer’s
Year Ended Primary Annual Pension

December 31, Government Cost Contributed
2005 $18,048 100%
2004 17,870 100%
2003 16,307 100%

SHPRS used the entry-age, normal actuarial cost
method for the Schedule of Funding Progress for the
actuarial valuation, dated December 31, 2005. As-
sumptions used in preparing the Schedule of Fund-
ing Progress and in determining the annual required
contribution include: an eight-percent rate of return
on investments; projected salary increase of four
percent attributable to inflation and additional pro-

jected salary increases ranging from .3 percent to
ten percent a year attributable to seniority and merit;
price inflation was assumed to be at least four per-
cent a year; and postretirement increases each year
equal to three 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 35 years.

The Schedule of Funding Progress for the last three
years is presented in the table at the top of the fol-
lowing page. Amounts reported do not include as-
sets or liabilities for postemployment 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, 2005, was 1,573. The cost of retiree
healthcare benefits is recognized as claims are in-
curred and premiums are paid. The calendar year
2005 expense was $9.9 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 four percent, com-
pounded annually, due to inflation, was also used in
the valuation. Net assets available for benefits allo-
cated to healthcare costs at December 31, 2005
were $95.9 million, and included investments carried
at fair value, as previously described.

As of December 31, 2005, 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 $185.2 million; the actuarial
accrued liability for healthcare benefits at that date
was $281.1 million.

Employer contributions are made in accordance with
actuarially determined requirements. For calendar
year 2005, the employer contribution requirement
was approximately $2.9 million or 3.5 percent of ac-
tive member payroll.
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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)I(F)
2005 (b) $773,856 $591,922 $181,934 76.5% $83,408 218.1%
2005 766,741 591,922 174,819 77.2 83,408 209.6
2004 (a) 734,464 569,858 164,606 77.6 81,758 201.3
2004 737,867 569,858 168,009 77.2 81,758 205.5
2003 702,799 545,982 156,817 77.7 81,738 191.9

(a) Plan Amendment
(b) Assumption or method change

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 hired on or after August 1, 2005 are also
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
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
the companies that are eligible to serve as plan pro-
viders 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.
Employees may also voluntarily make additional
contributions to the ARP.

Ohio law also requires each public institution of
higher education to contribute 3.5 percent of a par-
ticipating employee’s gross salary, for the year
ended June 30, 2006, to STRS in cases when the
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employee would have otherwise been enrolled in
STRS.

For the year ended June 30, 2006, 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.

The ARP provides full and immediate vesting of all
contributions made on behalf of participants. The
contributions are directed to one of the investment
management companies as chosen by the partici-
pants. The ARP does not provide disability benefits,
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,
2006, for the ARP follow (dollars in thousands):

2006

Major Component Units: OPERS STRS
Ohio State University:

Employer Contributions............... $17,899  $12,151

Employee Contributions ............. 11,666 11,572
University of Cincinnati:

Employer Contributions............... 6,062 5,249

Employee Contributions ............. 4,420 4,999
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At various times since 1921, Ohio voters, by 18 con-
stitutional amendments (the last adopted in Novem-
ber 2005 for local government infrastructure im-
provements, high-tech business research and de-
velopment support, and business site development
enhancements), have authorized the incurrence of
general obligation debt for the construction and im-
provement of common school and higher education
facilities, highways, local infrastructure improve-
ments, research and development of coal technol-
ogy, natural resources, research and development
support for high-tech business, and business site
development. 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, 2006, the General Assembly
had authorized the issuance of $3.62 billion in Com-
mon Schools Capital Facilities Bonds, of which
$2.79 billion had been issued. As of June 30, 2006,
the General Assembly had also authorized the issu-
ance of $2.38 billion in Higher Education Capital Fa-
cilities Bonds, of which $1.85 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, 2006, the General Assem-
bly had authorized the issuance of approximately
$2.13 billion in Highway Capital Improvements
Bonds, of which $1.62 billion had been issued.

Constitutional amendments in 1995 and 2005 al-
lowed for the issuance of $2.55 billion of general
obligation bonds for infrastructure improvements
(Infrastructure Bonds). Issuances are limited to
$120 million in any fiscal year through fiscal year
2013, with an increase in the annual issuance
amount to $150 million for fiscal years 2014 through
2018. As of June 30, 2006, the General Assembly
had authorized $2.4 billion of these bonds to be sold
(excluding any amounts for unaccreted discount on
capital appreciation bonds at issuance), of which
$2.16 billion had been issued (net of $214 million in
unaccreted discounts at issuance).

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, 2006, the General Assembly had au-

thorized the issuance of $165 million in Coal Re-
search and Development Bonds, of which $150 mil-
lion had been issued.

Legislative authorizations for the issuance of Natural
Resources Capital Facilities Bonds totaled $306 mil-
lion, as of June 30, 2006, of which $265 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, 2006,
the General Assembly had authorized the issuance
of approximately $200 million in Conservation Pro-
jects Bonds of which $150 million had been issued.

Through approval of the November 2005 amend-
ment, voters authorized the issuance of $500 million
of Third Frontier Research and Development Bonds.
Not more than $100 million may be issued in each of
the first three years and not more than $50 million
may be issued in any of the subsequent fiscal years.
As of June 30, 2006, the General Assembly had au-
thorized the issuance of $200 million in Third Fron-
tier Research and Development Bonds. No bonds
had been issued as of June 30, 2006.

The issuance of $150 million of Site Development
Bonds was also authorized through the approval of
the November 2005 amendment. Not more than
$30 million may be issued in each of the first three
years and not more than $15 million may be issued
in any of the subsequent fiscal years. The General
Assembly had authorized the issuance of $60 million
in Site Development Bonds as of June 30, 2006,
although no bonds had been issued as of that date.

General obligation bonds outstanding and future
general obligation debt service requirements, as of
June 30, 2006, are presented in the table on the fol-
lowing page.

For the year ended June 30, 2006, 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, 2006
(dollars in thousands)
Fiscal Maturing Authorized
Years Interest Through Outstanding But
Issued Rates Fiscal Year Balance Unissued
Common Schools Capital Facilities ........... 2000-06 3.2%-5.4% 2026 $2,596,788 $ 825,000
Higher Education Capital Facilities............. 2000-06 3.6%-5.4% 2026 1,658,712 531,000
Highway Capital Improvements................. 1997-06 2.9%-5.0% 2015 859,762 515,000
Infrastructure Improvements..................... 1990-06 3.3%-6.6% 2026 1,442,738 240,014
Coal Research and Development.............. 2000-04 2.4%-5.0% 2013 36,085 15,000
Natural Resources Capital Facilities.......... 1997-05 3.0%-5.2% 2020 161,221 41,000
Conservation Projects .........ccccccceeeeennnneen.. 2002-06 3.6%-4.3% 2020 138,215 50,000
Total General Obligation Bonds............ $6,893,521 $2,217,014
Future Funding of Current Interest and Capital Appreciation Bonds:
Interest
Rate
Year Ending June 30, Principal Interest Swaps, Net Total
2007 ..o $ 464,970 $ 274,482 $ 293 $ 739,745
2008......oeieeieeeeeeieeeeen 460,375 253,009 222 713,606
2009....ccoeeieeeeeeeee, 451,215 233,959 150 685,324
2010 ., 441,760 214,382 76 656,218
2017 o, 416,605 194,805 — 611,410
2012-2016......ccccvvveeeen. 1,785,465 708,779 — 2,494,244
2017-2021 ... 1,292,305 349,805 — 1,642,110
2022-2026........ccvvveeeeen. 701,030 68,390 — 769,420
Total Current Interest
and Capital Appreciation Bonds........ $6,013,725  $2,297,611 $ M $8,312,077
Future Funding of Variable-Rate Bonds:
Interest
Rate
Year Ending June 30, Principal Interest Swaps, Net Total
2007 .o $ 16,830 $ 28,450 $(1,148) $ 44,132
2008.....oeeeeeeeeieeieeeee, 17,015 28,293 (1,587) 43,721
2009....cciiieieieee e, 17,235 28,124 (1,431) 43,928
2010 ., 19,345 27,390 (871) 45,864
2017 o 21,125 26,620 (295) 47,450
2012-2016......cccvvveeeeen. 187,705 117,704 (1,035) 304,374
2017-2021 ... 283,155 65,733 (1,064) 347,824
2022-2026........ccvveeeenn. 179,855 17,192 (851) 196,196
Total Variable-Rate Bonds................... $ 742265 $ 339,506 $(8,282) $1,073,489
Total General Obligation Bonds........... 6,755,990
Unamortized Premium/
(Discount), Net .......ccccoeviiireenieeeene 197,857
Deferred Refunding Loss.................... (60,326)
Total Carrying Amount..............c.c....... $6,893,521

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, 2006. As rates vary, variable-
rate bond interest payments and net swap payments vary.
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Interest Rate Swaps
As of June 30, 2006, approximately $762.8 million of issued Infrastructure Improvement Bonds and Common
Schools Bonds include associated interest-rate swaps. Terms of the swap agreements are provided below. Fair

value has been determined using the zero-coupon method.

Primary Government-Governmental Activities
Interest Rate Swaps
As of June 30, 2006
(dollars in thousands)

Counterparty’s State’s
Original Swap Swap Termination
Type of Notional Underlying Rate at Rate at Effective (Maturity) Fair
Issue Swap Amount Index 06/30/06 06/30/06 Date Date Value

Infrastructure Floating $63,900 BMA 3.97% 4.63% 11/29/01 08/01/21 $(2,308)
Improvements, to fixed Index
Series 2001B knock-out
Credit Quality Ratings of Counterparties: 50% Aaa/AAA Bear Stearns Financial Products; 50% Aa3/A+ Morgan Stanley Capital Services
Infrastructure Floating $104,315 Actual 3.97% 2.96% 02/26/03 08/01/08 $1,717
Improvements, to fixed Bond Rate
Refunding Series
2003B
Credit Quality Ratings of Counterparty: Aa3/A+ Morgan Stanley Capital Services
Infrastructure Floating $58,085 Actual 3.97% 3.04% 03/20/03 02/01/10 $1,585
Improvements, to fixed Bond Rate
Refunding Series
2003D
Credit Quality Ratings of Counterparty: Aa3/A+ Morgan Stanley Capital Services
Infrastructure Fixed to $30,115  BMA Index 2.54% 3.97% 12/04/03 02/01/10 $(523)
Improvements, floating
Series 2003F
Credit Quality Ratings of Counterparty: Aa2/AA- JP Morgan Chase
Infrastructure Floating to $58,725 LIBOR 3.53% 3.51% 03/03/04 02/01/23 $1,455
Improvements, fixed (see terms
Refunding Series Enhanced below)
2004A LIBOR
Credit Quality Ratings of Counterparty: Aa3/A+ Morgan Stanley Capital Services
Terms: 68% of LIBOR (1-month LIBOR > 5.0%) or 63% of LIBOR + 25 basis points (1-month LIBOR < 5.0%)
Common Schools, Fixed to $67,000 BMA Index 2.67% 3.97%  12/15/03 09/01/07 $(866)
Series 2003D floating
Credit Quality Ratings of Counterparties: 50% Aa2/AA- JP Morgan Chase; 50% Aa3/A+ Morgan Stanley Capital Services
Common Schools, Floating to $67,000 LIBOR N/A N/A  09/14/07 03/15/24 $3,498
Series 2003D fixed (see terms

LIBOR below)
Credit Quality Ratings of Counterparties: 50% Aa2/AA- JP Morgan Chase; 50% Aa3/A+ Morgan Stanley Capital Services
Terms: 65% of 1-month LIBOR + 25 basis points
Common Schools, Floating to $100,000 BMA Index 3.97% 4.08% 04/01/05 03/15/25 $974
Series 2005A fixed
Credit Quality Ratings of Counterparties: 50% Aaa/AAA Bear Stearns Financial Products; 50% Aa2/AA- JP Morgan Chase
Common Schools, Floating to $100,000 BMA Index 3.97% 4.08% 04/01/05 03/15/25 $974
Series 2005B fixed
Credit Quality Ratings of Counterparties: 50% Aaa/AAA Bear Stearns Financial Products; 50% Aa2/AA- JP Morgan Chase
Common Schools, Floating to $100,000 LIBOR 3.73% 3.20% 06/15/06 06/15/26 $5,887
Series 2006B fixed (see terms

LIBOR below)
Credit Quality Ratings of Counterparties: 50% Aa2/AA+ UBS AG; 50% Aa2/AA- Royal Bank of Canada
Terms: 65% of 1-month LIBOR + 25 basis points
Common Schools, Floating to $100,000 LIBOR 3.73% 3.20% 06/15/06 06/15/26 $5,887
Series 2006C fixed (see terms

LIBOR below)

Credit Quality Ratings of Counterparties:

50% Aa2/AA+ UBS AG; 50% Aa2/AA- Royal Bank of Canada

Terms: 65% of 1-month LIBOR + 25 basis points
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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.

The State was not exposed to credit risk because
the swap had a negative fair value at June 30, 2006.
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-
out (cancel) the swap. If the counterparty exercises
its option to cancel, the State would be exposed to
higher floating rates.
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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. The BMA municipal swap index
has proven to be a good proxy for the State’s vari-
able-rate debt and substantially mitigates basis risk.

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
of the refunded bonds. 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, in-
creases the State’s variable-rate exposure after the
call date, and generates expected present value
savings from the refunding.

The swap matures on August 1, 2008, and the Se-
ries 2003B 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 has credit risk exposure equal to the
swap’s fair value of $1,717 at June 30, 2006.

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
of the refunded bonds. 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, in-
creases the State’s variable-rate exposure after the
call date, and generates expected present value
savings from the refunding.

The swap matures on February 1, 2010, and the
Series 2003D variable-rate bonds mature on Febru-
ary 1, 2019. This mismatch in terms allows the
State to increase its variable rate exposure after
February 1, 2010, which is consistent with its long-
term asset/liability management policy objective.

The State has credit risk exposure equal to the
swap’s fair value of $1,585 at June 30, 2006.

Infrastructure Improvements-Series 2003F
The State entered into an interest rate swap to con-
vert a portion of the Series 2003F fixed-rate bonds
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into a synthetic variable rate. The combination of
fixed-rate bonds and a fixed-to-floating swap creates
synthetic variable-rate debt that is exposed to
changing interest rates. The borrowing cost is less
than the traditional variable borrowing cost.

The State was not exposed to credit risk because
the swap had a negative fair value at June 30, 2006.
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.

The State has credit risk exposure equal to the
swap’s fair value of $1,455 at June 30, 2006.

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. Given that the variable swap
receipt is based on a taxable index (LIBOR), the
State assumes the risk of reductions in marginal
federal tax rates or elimination of the tax preference
for municipal securities. Those changes would in-
crease the interest rates on the underlying variable-
rate debt but would not impact the variable-rate
swap receipt based on the LIBOR index.

Common Schools-Series 2003D

The State entered into a fixed-to-floating interest
rate swap to convert its Common Schools, Series
2003D fixed-rate bonds into a synthetic variable rate
through September 1, 2007. The swap allows the
State to achieve variable rate exposure synthetically
at a rate equal to the BMA index less 21.5 basis
points. The synthetic variable rate created under
this swap exposes the State to the risk of rising in-
terest rates.

The fixed-to-floating 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 variable 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, 2006.
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.

On August 25, 2005, the State entered into a for-
ward starting floating-to-fixed swap effective Sep-
tember 14, 2007, in connection with the Common
Schools, Series 2003D bonds. This swap enabled
the State to lock in a low borrowing cost on its vari-
able-rate bonds.

The State has credit risk exposure on the floating-to-
fixed swap equal to the swap’s fair value of $3,498
at June 30, 2006.

The floating-to-fixed swap exposes the State to ba-
sis risk or a mismatch (shortfall) between the floating
rate received on the swap and the variable rate paid
on the underlying variable-rate bonds. A mismatch
(shortfall) would effectively make the fixed rate the
State pays on the swap higher. Given that the vari-
able swap receipt is based on a taxable index
(LIBOR), the State assumes the risk of reductions in
marginal federal tax rates or elimination of the tax
preference for municipal securities. Those changes
would increase the interest rates on the underlying
variable-rate debt but would not impact the variable
rate swap receipt based on the LIBOR index.

Common Schools-Series 2005A

The State entered into an interest rate swap to con-
vert its Common Schools, Series 2005A variable-
rate bonds into a synthetic fixed rate. The combina-
tion of the variable-rate bonds and a floating-to-fixed
swap creates a low-cost, long-term synthetic fixed-
rate debt that protects the State from rising interest
rates.

The State has credit risk exposure equal to the
swap’s fair value of $974 at June 30, 2006.

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. The BMA municipal swap index
has proven to be a good proxy for the State’s vari-
able-rate debt and substantially mitigates basis risk.

Common Schools-Series 2005B

The State entered into an interest rate swap to con-
vert its Common Schools, Series 2005B variable-
rate bonds into a synthetic fixed rate. The combina-
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tion of the variable-rate bonds and a floating-to-fixed
swap creates a low-cost, long-term synthetic fixed-
rate debt that protects the State from rising interest
rates.

The State has credit risk exposure equal to the
swap’s fair value of $974 at June 30, 2006.

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. The BMA municipal swap index
has proven to be a good proxy for the State’s vari-
able-rate debt and substantially mitigates basis risk.

Common Schools-Series 2006B

The State entered into an interest rate swap to con-
vert its Common Schools, Series 2006B variable-
rate bonds into a synthetic fixed rate. The combina-
tion of the variable-rate bonds and a floating-to-fixed
swap creates a low-cost, long-term synthetic fixed-
rate debt that protects the State from rising interest
rates.

The State has credit risk exposure equal to the
swap’s fair value of $5,887 at June 30, 2006.

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. Given that the variable swap
receipt is based on a taxable index (LIBOR), the
State assumes the risk of reductions in marginal
federal tax rates or elimination of the tax preference
for municipal securities. Those changes would in-
crease the interest rates on the underlying variable-
rate debt but would not impact the variable-rate
swap receipt based on the LIBOR index.

Common Schools-Series 2006C

The State entered into an interest rate swap to con-
vert its Common Schools, Series 2006C variable-
rate bonds into a synthetic fixed rate. The combina-
tion of the variable-rate bonds and a floating-to-fixed
swap creates a low-cost, long-term synthetic fixed
rate debt that protects the State from rising interest
rates.

The State has credit risk exposure equal to the
swap’s fair value of $5,887 at June 30, 2006.

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-
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lying variable-rate bonds. A mismatch (shortfall)
would effectively make the fixed rate the State pays
on the swap higher. Given that the variable swap
receipt is based on a taxable index (LIBOR), the
State assumes the risk of reductions in marginal
federal tax rates or elimination of the tax preference
for municipal securities. Those changes would in-
crease the interest rates on the underlying variable
rate debt but would not impact the variable-rate
swap receipt based on the LIBOR index.

Advance Refundings
During fiscal year 2006, there were two advance
refundings of general obligation bonds as follows:

The State issued approximately $71.9 million in
Common Schools refunding bonds (Series 2005D)
with a true interest cost rate of 3.9 percent to de-
fease approximately $79.4 million (in substance).
Net refunding bond proceeds of $82.4 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 $7.8 million over the
next 15 years. The net economic gain from the re-
funding was $3.2 million.

The State issued approximately $49.5 million in
Higher Education refunding bonds (Series 2005C)
with a true interest cost rate of 3.6 percent to de-
fease approximately $49.8 million (in substance).
Net refunding bond proceeds of $53.9 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 $4.3 million over the
next 12 years. The net economic gain from the re-
funding was $2.8 million.

Proceeds of the new bonds are placed in irrevocable
trusts to provide for all future debt service payments
of the old bonds. These amounts are considered
defeased and no longer outstanding. The various
trust accounts’ assets and liabilities for the defeased
bonds are not included in the State’s financial
statements.

In addition to the general obligation bonds defeased
during fiscal year 2006, the Treasurer of State has
defeased other general obligation bonds in prior
years and placed the proceeds in irrevocable trusts.
As of June 30, 2006, the balances in these trusts for
bonds defeased in prior years were $375.1 million
for Infrastructure Improvement Bonds, $53.5 million
for Natural Resources Bonds, $206.1 million for
Common Schools Bonds, and $56.2 million for
Higher Education Bonds.
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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 Treasurer of State for the Ohio Department of
Development and its Office of Financial Incentives;
the Ohio Building Authority (OBA), which has issued
revenue bonds on its own behalf and for the Ohio
Bureau of Workers’ Compensation; and the Ohio
Department of Transportation. Major issuers for the
State’s component units include the Ohio Water De-
velopment Authority, the Ohio State University, and
the University of Cincinnati.

A. Primary Government

Economic Development bonds, issued by the
Treasurer of State for the Office of Financial Incen-
tive’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. During fiscal year 2006, the Treas-
urer of State issued $50 million in Economic Devel-
opment bonds.

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. The Revitalization Project bonds are also

backed with profits derived from the sale of spiritu-
ous liquor by the Division of Liquor Control. During
fiscal year 2006, the Treasurer of State issued $50
million in Revitalization Project bonds.

Since fiscal year 1998, the Treasurer of State has
issued a total of $538 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 office buildings and re-
lated facilities constructed by the OBA for shared
use by local governments and the William Green
Building, which houses the main operations of the
Ohio Bureau of Workers’ Compensation in Colum-
bus. 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, 2006, are presented in the ta-
ble below.

For the year ended June 30, 2006, NOTE 15 sum-
marizes changes in revenue bonds.

Future bond service requirements for revenue bonds
of the primary government, as of June 30, 2006, are
presented in the table at the top of the following

page.

Primary Government
Revenue Bonds
As of June 30, 2006

(dollars in thousands)

Governmental Activities:
Treasurer of State:

Economic Development ..........cccoovieiiiiiieiiie e
Revitalization Project..............uvuieiiiiiviviiiiiiiieieeeienens
State Infrastructure Bank ............cccoociiiiiiiii e

Total Governmental Activities...........cccccoevvveveeeeeieeeieeeee,

Business-Type Activities:

Ohio Building AUthOrity.........cooeiiiiiiiie e
Bureau of Workers’ Compensation ............cccccceoeevvvieeeenn.

Total Business-Type Activities..........ccooociieiiiiiiiiiiee.
Total Revenue BoNds............ccccoiviiiiiiiiiiiiiiiiiieeeen

Fiscal Maturing

Years Interest Through Outstanding

Issued Rates Fiscal Year Balance
1997-06 3.8%-7.7% 2026 $320,430
2003-06 3.0%-5.0% 2021 97,054
1998-06 2.0%-5.0% 2016 303,191
720,675
1997-04 2.0%-4.0% 2008 7,163
2003 1.6%-4.0% 2014 128,052
135,215
$855,890
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Primary Government
Future Funding Requirements for Revenue Bonds
As of June 30, 2006
(dollars in thousands)
Governmental Activities Business-Type Activities Total
Year Ending June 30, Principal Interest Total Principal Interest Total Principal Interest Total
$ 77,015 $ 35449% 112464 $ 18803 $ 6,051 $ 24854 $ 95818 $ 41,500 $ 137,318
78,900 33,392 112,292 17,741 5,337 23,078 96,641 38,729 135,370
71,870 29,701 101,571 16,005 4,606 20,611 87,875 34,307 122,182
58,075 26,255 84,330 15,930 3,867 19,797 74,005 30,122 104,127
42,565 23,370 65,935 15,865 3,109 18,974 58,430 26,479 84,909
166,800 88,658 255,458 47,005 4,621 51,626 213,805 93,279 307,084

139,805 44,184 183,989
68,010 8,363 76,373

— — — 139,805 44,184 183,989
— — — 68,010 8,363 76,373

703,040 289,372 992,412
Net Unamortized

131,349 27,591 158,940 834,389 316,963 1,151,352

Premium/(Discount) ....... 17,635 — 17,635 6,614 — 6,614 24,249 — 24,249
Deferred Refunding Loss .. — — — (2,748) — (2,748) (2,748) — (2,748)
Total ..o, $720,675 $289,372 $1,010,047  $135,215  $27,591 $162,806  $855,890 $316,963 $1,172,853

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,
2006, no obligation for the refunding bonds has
been included in the financial statements.

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.
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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, 2005, approximately $1.54 billion in bonds
were outstanding for this program.

Future bond service requirements for the Water Pol-
lution Control Loan Program revenue bonds, as of
December 31, 2005, were as follows (dollars in thou-
sands):

Year Ending
December 31, Principal Interest Total
$ 49,610 $ 71,940 $ 121,550
52,965 69,552 122,517
70,285 67,155 137,440
80,420 63,927 144,347
86,190 59,916 146,106
382,390 229,704 612,094
2016-2020 ............... 410,750 143,864 554,614
2021-2025 ............... 338,700 39,116 377,816
1,471,310 745,174 2,216,484
Net Unamortized
Premium/(Discount) 106,532 — 106,532
Deferred
Refunding Loss .... (37,114) — (37,114)
Total...ccouveeeeeeeene. $1,540,728 $745,174  $2,285,902

Of the outstanding revenue bonds and notes re-
ported for the OWDA component unit fund, approxi-
mately $116.6 million in bonds had adjustable inter-
est rates that are reset weekly at rates determined
by the remarketing agency. As of December 31,
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Major Component Units
Future Funding Requirements for Revenue Bonds
As of June 30, 2006

(dollars in thousands)

Ohio Water Development Authority
(12/31/05)

Ohio State University

University of Cincinnati

Year Ending

December 31 or June 30, Principal Interest Total

Principal Interest Total

Principal Interest Total

$ 141,802 $ 117,650 $ 259,452

130,148 111,583 241,731 $ 485599 §$ 42,700 $§ 528,299 $108,745 §$ 38,408 $ 147,153
107,210 106,170 213,380 33,010 27,470 60,480 34,460 33,575 68,035
133,470 101,208 234,678 32,020 26,211 58,231 29,390 32,229 61,619
139,465 94,868 234,333 33,168 24,930 58,098 29,725 31,001 60,726
— — — 43,858 23,535 67,393 29,925 29,685 59,610
.. 732,660 376,417 1,109,077 — — — — — —
2012-2016 ..cceervennnen, — — — 153,975 89,133 243,108 167,135 127,205 294,340
2016-2020.......ccceeneee, 660,580 222,556 883,136 — — — — — —
2017-2021 — — — 126,033 57,844 183,877 185,100 84,977 270,077
2021-2025 486,205 72,151 558,356 — — — — — —
2022-2026.......ccccu.... — — — 95,852 29,679 125,531 148,750 44,604 193,354
2026-2030......... 38,610 7,552 46,162 — — — — — —
2027-2031......... — — — 56,875 11,590 68,465 106,350 14,024 120,374
2031-2035......... . 12,270 1,285 13,555 — — — — — —
2032-2036......ccereenee. — — — 24,905 1,082 25,987 — — —
2,582,420 1,211,440 3,793,860 1,085,295 334,174 1,419,469 839,580 435,708 1,275,288

Net Unamortized
Premium/(Discount) ....... 102,881 — 102,881 — — — 2,951 — 2,951
Deferred Refunding Loss .. (61,884) — (61,884) — — — — — —
Total...coeiieieeeee, $2,623,417 $1,211,440 $3,834,857 $1,085,295 $334,174 $1,419,469 $842,531 $435,708 $1,278,239

2005, the rate for the variable-rate bonds was ap-
proximately 3.5 percent.

Generally, bonds and notes issued by the state uni-
versities and state community colleges are payable
from the institutions’ available receipts, including
student fees, rental income, and gifts and donations,
as may be provided for in the respective bond pro-
ceedings, for the construction of educational and
student residence facilities and auxiliary facilities
such as dining halls, hospitals, parking facilities,

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

bookstores, and athletic facilities.

Except as previously discussed with respect to
OWDA’s Water Pollution Control Loan Program
bonds, the State is not obligated in any manner for
the debt of its component units.

Future bond service requirements for revenue bonds
and notes reported for the discretely presented ma-
jor component units, as of June 30, 2006, are pre-
sented in the above table.

obligation bonds that finance the cost of capital fa-
cilities for state-supported institutions of higher edu-
cation, mental health and retardation institutions,
parks and recreation, and cultural and sports facili-
ties.

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.
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Primary Government-Governmental Activities
Special Obligation Bonds
As of June 30, 2006
(dollars in thousands)
Fiscal Maturing Authorized
Years Interest Through Outstanding But
Issued Rates Fiscal Year Balance Unissued
Ohio Building Authority ......ccccccovverriuennae 1993-06 2.0%-6.1% 2025 $1,896,861 $231,600
Treasurer of State:
Chapter 154 Bonds........ccccevevieeeeenieeenns 1993-06 2.5%-5.4% 2020 1,368,904 118,225
Elementary and Secondary Education.... 1997-99 4.0%-5.6% 2008 51,560 —
Total Special Obligation Bonds............. $3,317,325 $349,825

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, 2006, are pre-
sented in the above table.

Future special obligation debt service requirements,
as of June 30, 2006, were as follows (dollars in thou-
sands):

Year Ending

June 30, Principal Interest Total
2007 ..ceiiiieienn $ 456,117 $152,791 $ 608,908
2008.......ccvenee. 445,484 131,238 576,722
2009.....cccovenee. 337,570 111,372 448,942
2010 326,485 94,602 421,087
2011 e 297,745 78,715 376,460
2012-2016......... 919,190 225,990 1,145,180
2017-2021......... 380,065 68,939 449,004
2022-2026......... 98,630 10,209 108,839

3,261,286 873,856 4,135,142

Net Unamortized

Premium/

(Discount) ............ 129,776 — 129,776

Deferred

Refunding Loss.... (73,737) — (73,737)
Total ..o $3,317,325 $873,856  $4,191,181

For the year ended June 30, 2006, NOTE 15 sum-
marizes changes in special obligation bonds.

During fiscal year 2006, the OBA defeased two spe-
cial obligation bond issues in substance when the
net proceeds of refunding bonds (after payment of
underwriting fees and bond issue costs) were de-
posited with escrow agents to provide for all future
principal and interest payments on the old bonds. A
resulting economic gain/(loss) from an advance re-
funding represents the difference between the pre-
sent values of the debt service payments on the old
and new debt.

OBA issued approximately $7.4 million in State Fa-
cilities Transportation Building refunding bonds (Se-
ries 2005A) with a true interest cost rate of 3.4 per-
cent to defease approximately $7.1 million (in sub-
stance). Net refunding bond proceeds of $7.3 mil-
lion 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 $260
thousand over the next 6 years. The net economic
gain from the refunding was $239 thousand.

OBA also issued approximately $27.4 million in
State Facilities Juvenile Correctional Building re-
funding bonds (Series 2005B) with a true interest
cost rate of 4 percent to defease approximately
$27.8 million (in substance). Net refunding bond
proceeds of $29.1 million were deposited with es-
crow 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 $1.1 million over the next 14 years.
The net economic gain from the refunding was $857
thousand.

In prior years, the OBA and the Treasurer of State
defeased certain bond issues by placing the
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proceeds of new bonds in irrevocable trusts to pro-
vide 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

NOTE 13 CERTIFICATES OF PARTICIPATION

A. Primary Government

As of June 30, 2006, approximately $90.4 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. In
fiscal year 2005, the Ohio Department of Administra-
tive Services participated in the issuance of $79.2
million of COP obligations to finance the acquisition
of the Ohio Administrative Knowledge System
(OAKS), a statewide Enterprise Resource Planning
(ERP) system.

Under the COP financing arrangements, the State is
required to make rental payments from the Trans-
portation Certificates of Participation Debt Service
Fund, the OAKS Certificates of Participation Debt
Service Fund, and the General Fund (subject to bi-
ennial appropriations) that approximate the interest

June 30, 2006, $463.7 million and $428.2 million of
OBA and Chapter 154 special obligation bonds, re-
spectively, are considered defeased and no longer
outstanding.

and principal payments made by trustees to certifi-
cate holders.

Obligations outstanding for the primary government
under COP financing arrangements, as of June 30,
2006, are presented in the table below.

As of June 30, 2006, the primary government’s fu-
ture commitments under the COP financing ar-
rangements were as follows (dollars in thousands):

Year Ending

June 30, Principal Interest Total
2007 oo, $ 800 $ 4,291 $ 5,091
2008 ................ 6,780 4,101 10,881
2009 .....cceeeeen 7,125 3,758 10,883
2010 oo 7,495 3,387 10,882
2011 o 7,890 2,994 10,884
2012-2016........ 43,765 8,366 52,131
2017 e 9,860 259 10,119

83,715 27,156 110,871

Net Unamortized

Premium ............. 6,674 — 6,674
Total ....cceeeeen. $90,389 $27,156 $117,545

For the year ended June 30, 2006, NOTE 15 sum-
marizes changes in COP obligations.

Primary Government — Governmental Activities
Certificate of Participation Obligations
As of June 30, 2006

(dollars in thousands)

Department of Transportation:
Panhandle Rail Line Project............ccccceeviiiiiiiiiieeiis
Rickenbacker Port Authority Improvements....................
Department of Administrative Services:
Ohio Administrative Knowledge System (OAKS).............

Total Certificates of Participation .....................

Fiscal Maturing
Year Interest Through Outstanding
Issued Rates Fiscal Year Balance
1992 6.5% 2012 $ 4,220
1996 6.1% 2007 310
2005 3.8% 2017 85,859
$90,389
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B. Component Units

For the State’s component units, approximately As of June 30, 2006, future commitments under the
$27.9 million in COP obligations are reported in the COP financing arrangements for the State’s compo-
component unit funds. The obligations finance nent units are detailed in the table below.

building construction costs at The Ohio State Uni-
versity, the University of Cincinnati, and the Univer-
sity of Akron.

Component Units
Future Funding Requirements for Certificate of Participation Obligations
As of June 30, 2006

(dollars in thousands)

Ohio State University University of Cincinnati
Year Ending June 30, Principal Interest Total Principal Interest Total

$ 360 $ 277 $ 637 $ 90 $10 $100
390 260 650 90 5 95
405 242 647 — — —
425 222 647 — — —
445 202 647 — — —
2012-2016........ 2,580 646 3,226 — — —
2017-2021 ........ 1,220 62 1,282 — — —
2022-2026........ — — — — — —
2027-2031 ........ — — — — — —
2032-2036........ — — — — — —
Total ..o $5,825 $1,911 $7,736 $180 $15 $195

University of Akron Total Component Units

Year Ending June 30, Principal Interest Total Principal Interest Total

$ 275 $ 1450 $ 1,725 $ 725 $ 1,737 $ 2,462
295 1,430 1,725 775 1,695 2,470
315 1,410 1,725 720 1,652 2,372
340 1,385 1,725 765 1,607 2,372
365 1,360 1,725 810 1,562 2,372
2012-2016........ 2,245 6,380 8,625 4,825 7,026 11,851
2017-2021 ........ 3,175 5,450 8,625 4,395 5,512 9,907
2022-2026........ 4,340 4,285 8,625 4,340 4,285 8,625
2027-2031 ........ 5,940 2,685 8,625 5,940 2,685 8,625
2032-2036........ 4,570 605 5,175 4,570 605 5,175
Total ..o $21,860  $26,440  $48,300 $27,865  $28,366 $56,231
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As of June 30, 2006, 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 ....................... $ 420,673
Capital Leases Payable ........................ 3,366
Estimated Claims Payable .................... 8,398
Liability for Escheat Property ................ 255,800

Total Governmental Activities ............ 688,237

Business-Type Acltivities:

Compensated Absences ....................... 34,454
Capital Leases Payable ......................... 12
Workers’ Compensation:
Unearned Revenue...........ccccceeeevvnneeen, 399,994
Benefits Payable ..., 17,250,678
(@1 1= S 1,832,645
Deferred Prize Awards Payable.............. 723,531
Tuition Benefits Payable ........................ 1,095,900
Workers Compensation Claims-
Auditor of State’s Office....................... 7,490
Total Business-Type Activities........... 21,344,704
Total Primary Government................. $22,032,941

For the year ended June 30, 2006, 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, 2006, was $455.1
million, of which $420.7 million is allocable to gov-
ernmental activities and $34.4 million is allocable to
business-type activities.

As of June 30, 2006, discretely presented major
component units reported a total of $152.2 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.

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 2006 were ap-
proximately $89.3 million.

Future minimum lease commitments for operating
leases and capital leases judged to be noncancel-
able, as of June 30, 2006, were as follows (dollars in
thousands):

Primary Government

Operating

Year Ending June 30, Leases
2007 e $4,326
2008 ... 561
2009 e 176
2070 o 78

Total minimum lease payments ................... $5,141

Capital Leases
Govern- Business-

Year Ending mental Type

June 30, Activities Activities Total
2007 .......... $1,940 $5 $1,945
2008.......... 1,576 3 1,579
2009.......... 70 3 73
2010.......... 13 2 15
2011.......... — 1 1

Total Mini-

mum Lease

Payments ...... 3,599 14 3,613

Amount

for interest ..... (233) (2) (235)

Present Value

of Net Mini-

mum Lease

Payments ...... $3,366 $12 $3,378
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As of June 30, 2006, 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 .... $10,098 $12 $10,110

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 and
component unit funds.

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, 2006,
are presented in the table below.

Major Component Units

Capital Leases

Ohio University

Year Ending State of
June 30, University Cincinnati

2007 e, $ 5,887 $ 11,490

2008 ..., 3,287 11,695

2009 ..., 2,581 12,725

2010 e, 1,949 12,551

2011 e, 922 11,482

2012-2016........... 1,647 51,745

2017-2021 ........... — 39,124

2022-2026 ........... — 29,721

2027-2031 ........... — 6,255
Total Minimum

Lease Payments... 16,273 186,788
Amount

forinterest ............ (1,166) (64,648)
Present Value of

Net Minimum

Lease Payments... $15,107 $122,140
Equipment &

Vehicles.............. $53,928 $ —
Buildings................ — 141,909
Total........ooeeeeeel $53,928 $141,909

112

C. Estimated Claims Payable

For governmental activities, the State recognized
$4.9 million in estimated claims liabilities, as of June
30, 2006, for damaged state vehicles covered under
the State’s self-insured program, which was estab-
lished in the General Fund for this purpose at the
Department of Administrative Services.

Additionally, the State reported $3.5 million in esti-
mated claims for defaulted loans under the Ohio En-
terprise Bond Program at the Ohio Department of
Development, as of June 30, 2006. The program is
included in governmental activities and is accounted
for in the Community and Economic Development
Special Revenue Fund.

D. 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, 2006, this liability totaled approximately
$255.8 million.

E. Workers’ Compensation

Unearned Revenue

Unearned revenue in the amount of $400 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, 2006, in the
amount of approximately $17.25 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.

F. Deferred Prize Awards Payable

Future installment payments for the deferred prize
awards payable are reported at present value based
upon interest rates that the Treasurer of State pro-
vides to the Lottery Commission Enterprise Fund.
The interest rates, ranging from four to 11.69 per-
cent, represent the expected long-term rate of return
on the assets restricted for the payment of deferred
prize awards. Once established for a particular de-
ferred prize award, the interest rate does not
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fluctuate with changes in the expected long-term
rate of return. The difference between the present
value and gross amount of the obligations is amor-
tized into income over the terms of the obligations
using the interest method. As of June 30, 2006, this
payable totals $723.5 million.

Future payments of prize awards, stated at present
value, as of June 30, 2006, follow (dollars in thou-
sands):

Year Ending June 30,

2007 e $138,601
2008....ccoeeeeeeeeeeeeeeeeeeeeeees 101,120
2009......iieieeeeeeeees 85,661
2010 68,659
2011 65,937
2012-2016......cccevveveeeeens 328,117
2017-2021....ccoeeeeeeveeeee 215,800
2022-2026..........cccvvveeee. 64,322
2027-2031...cccoeeeeeeeeeeeeen, 13,239
2032-2035......cccoveeveeeees 2,300
1,083,756
Unamortized Discount.......... (360,225)
Net Prize Liability ................. $723,531

The State reduces prize liabilities by an estimate of
the amount of prizes that will ultimately be un-
claimed.

G. Tuition Benefits Payable

The actuarial present value of future tuition benefits
payable from the Tuition Trust Authority Enterprise
Fund was approximately $1.1 billion, as of June 30,
2006. The valuation method reflects the present
value of estimated tuition benefits that will be paid in
future years and is adjusted for the effects of pro-
jected tuition increases at state universities and
state community colleges and termination of partici-
pant contracts under the plan.

The following assumptions were used in the actuar-
ial determination of tuition benefits payable: seven
percent rate of return, compounded annually, on the
investment of current and future assets; a projected
annual tuition increase of ten percent; and a 2.5-
percent Consumer Price Index inflation rate. The
effect of changes due to experience and actuarial
assumption changes follow (dollars in millions):

JUNE 30, 2006
Actuarial Deficit, as of June 30, 2005 ............ $(250.0)
Adjustment to Beginning of Year’s Assets..... 9.1
Interest on the Deficit at 7 Percent................. (16.9)
Investment Gain........c...coooeeiiieiieiiiiceeen 9.3
Lower-Than-Assumed Tuition Increase......... 9.7
Corrected Beneficiary Dates of Birth.............. 7.0
Interest Gain on Late Tuition Payouts............ .6
Other.. ..o (.6)
(231.8)
Value of Future Contingent Payments
for Variable Investment Options.................. 55.2
Actuarial Deficit, as of June 30, 2006 ............ $(176.6

As of June 30, 2006, the market value of actuarial
net assets available for payment of the tuition bene-
fits payable was $864.1 million.

H. Other Liabilities

The Workers’ Compensation Enterprise Fund re-
ports approximately $1.83 billion in other noncurrent
liabilities, as of June 30, 2006, of which 1.) $1.68
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.) $87.7 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.) $68.5 million consists of other miscellaneous li-
abilities.

Additionally, the Office of the Auditor of State Enter-
prise Fund reports $7.5 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’ Com-
pensation 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, 2006 (See NOTE 7A.).
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A. Primary Government
Changes in noncurrent liabilities, for the year ended June 30, 2006, are presented for the primary government in
the following table.

Primary Government
Changes in Noncurrent Liabilities
For the Fiscal Year Ended June 30, 2006

(dollars in thousands)

Amount Due
Balance Balance Within
Governmental Activities: July 1, 2005 Additions Reductions June 30, 2006 One Year
Bonds and Notes Payable:
General Obligation Bonds (NOTE 10).......... $ 6,039,203 $1,453,237 $ 598,919 $ 6,893,521 $ 482,553
Revenue Bonds (NOTE 11).....ccccoeciveeinneenn. 591,888 204,972 76,185 720,675 77,730
Special Obligation Bonds (NOTE 12)........... 3,699,936 131,924 514,535 3,317,325 459,647
Total Bonds and Notes Payable ................ 10,331,027 1,790,133 1,189,639 10,931,521 1,019,930
Certificates of Participation (NOTE 13) ........... 92,142 — 1,753 90,389 800
Other Noncurrent Liabilities (NOTE 14):
Compensated Absences ...........ccocceeeeeeinis 397,617 370,596 347,540 420,673 46,000
Capital Leases Payable..........cccccoeeveernneenn. 2,471 4,959 4,064 3,366 1,725
Estimated Claims Payabile........................... 6,623 3,118 1,343 8,398 1,500
Liability for Escheat Property..........c.c........... 203,501 111,136 58,837 255,800 79,609
Total Other Noncurrent Liabilities .............. 610,212 489,809 411,784 688,237 128,834
Total Noncurrent Liabilities...........c...ccceeuvnneee... $11,033,381 $2,279,942 $1,603,176  $11,710,147 $1,149,564
Business-Type Activities:
Bonds and Notes Payable:
Revenue Bonds (NOTE 11)....cccccveeveeeiiinnnns $ 151,063 $ 1,255 $ 17,103 $ 135,215 $ 18,803
Other Noncurrent Liabilities (NOTE 14):
Compensated Absences...........cccccceeeeennns 35,683 30,908 32,137 34,454 3,180
Capital Leases Payable...........c..ccceeceeeene 205 12 205 12 5
Workers’ Compensation:
Unearned Revenue ..........cccccceevvvvvvueeeennn. 389,332 47,334 36,672 399,994 39,396
Benefits Payable...........cccccoeviiiiiiie 17,499,142 1,289,653 1,538,117 17,250,678 1,886,938
Other:
Adjustment Expenses Liability ................. 1,800,540 643,841 767,883 1,676,498 420,856
Premium Payment Security Deposits....... 86,992 3,464 2,763 87,693 —
Miscellaneous .............coevvvveeeeeeeeeeeeeeenennnns 67,592 21,174 20,312 68,454 62,535
Deferred Prize Awards Payabile................... 843,418 463,416 583,303 723,531 94,484
Tuition Benefits Payable...........c.ccccocceenn. 1,106,800 34,409 45,309 1,095,900 81,200
Workers’ Compensation Claims-
Auditor of State’s Office........ccccvvvevvevennnnns 9,528 — 2,038 7,490 115
Total Other Noncurrent Liabilities .............. 21,839,232 2,534,211 3,028,739 21,344,704 2,588,709
Total Noncurrent Liabilities..........ccccccevvvveveeeen. $21,990,295 $2,535,466 $3,045,842  $21,479,919 $2,607,512
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The State makes payments on bonds and notes
payable and certificate of participation obligations
that pertain to its governmental activities from the

the Statement of Activities under the expense cate-
gory for interest on long-term debt.

debt service funds. The General Fund and the ma- o (in 000s)
jor special revenue funds will primarily liquidate the Governmental Activities: .
other noncurrent liabilities balance attributable to F’flmary, Secondary and Other Education $121,081
governmental activities Higher Education Support ............cccooveee. 126,681
’ Environmental Protection

, . and Natural Resources...........cccccccunnee. 739
For fiscal year 2006, the State’s primary government Transportation ..........cccvvveveveveveveiiieieieeenes 4
included interest expense on its debt issues in the Community and Economic Development 118,201
following governmental functions rather than report-
. . . Total Interest Expense
ing it separately as interest expense. The related Charged to Governmental Functions.. $366,706

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-

B. Component Units
Changes in noncurrent liabilities, for the year ended
June 30, 2006 (December 31, 2005 for the Ohio Wa-
ter Development Authority), are presented in the
following table for the State’s discretely presented
major component units.

ingly, such expense is not reported separately on

Major Component Units
Changes in Noncurrent Liabilities
For the Fiscal Year Ended June 30, 2006

(dollars in thousands)

Amount Due
Balance Balance Within
July 1, 2005 Additions Reductions  June 30, 2006  One Year
School Facilities Commission:
Intergovernmental Payable .................c..c........ $2,341,427 $ 487,708 $ 683,122 $2,146,013 $990,280
Compensated Absences™*.........c...cceeeuveeeeennn. 555 548 419 684 101
B 1] = | F R $2,341,982 $ 488,256 $ 683,541 $2,146,697 $990,381
Ohio Water Development Authority:
Revenue Bonds & Notes Payable (NOTE 11). $2,243,949 $ 975,028 $ 595,560 $2,623,417 $141,798
Compensated Absences™..........cccccceeeviiveeennnne 161 26 19 168 —
B 1] 7= | R $2,244, 110 $ 975,054 $ 595,579 $2,623,585 $141,798
Ohio State University:
Unearned ReVENUE .........cccuveeeeeeeeeeeeeieenn. $ 100,670 $1,544,796 $1,506,562 $ 138,904 $136,904
Compensated Absences™.........c...ccceceuveeeeennn. 78,752 11,856 5,554 85,054 5,554
Capital Leases Payable* ............cccceviiierenee. 15,458 6,974 7,325 15,107 5,509
Other LiabilitieS* .........cooeviiieiiiiiieeee e 118,284 5,578 4,325 119,537 4,207
Revenue Bonds & Notes Payable (NOTE 11). 855,902 484,869 255,476 1,085,295 485,599
Certificates of Participation (NOTE 13) ........... 6,180 —_ 355 5,825 360
B 1] = | F R $1,175,246 $2,054,073 $1,779,597 $1,449,722 $638,133
University of Cincinnati:
Compensated Absences®..........c.cccceeveveeenenns $ 65,289 $ 1,695 $ 693 $ 66,291 $ 35,428
Capital Leases Payable* ...............ccccvvveenenn. 126,800 — 4,660 122,140 5,325
Other Liabilities™ .........c.cooveeiiiieeieeeieciieee e 35,804 92,225 85,671 42,358 1,405
Revenue Bonds & Notes Payable (NOTE 11). 750,005 161,745 69,219 842,531 109,608
Certificates of Participation (NOTE 13) ........... 270 - 90 180 90
B o] 7= | R $ 978,168 $ 255,665 $ 160,333 $1,073,500 $151,856

*Liability is reported under the “Refund and Other Liabilities” account.
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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, 2006 (December 31, 2005 for com-
ponent units), revenue bonds and notes outstanding
that represent “no commitment” debt for the State
were as follows (dollars in thousands):

Outstanding

Amount
Primary Government:
Ohio Department of Development:
Ohio Enterprise Bond Program ........ $170,130

Hospital Facilities Bonds .................. 11,070

Total Primary Government....... $181,200
Component Units (12/31/05):
Ohio Water Development Authority........ $2,205,235
Ohio Air Quality
Development Authority ...........cccc........ 1,200,000
Total Component Units............. $3,405,235

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, 2006 (dollars in thousands):

Primary Government:

Nonmajor Governmental Funds:
Mental Health and Retardation
Special Revenue Fund..............c...........

$(36,257)

Primary Government (Continued):
Major Proprietary Funds:
Workers’ Compensation

Enterprise Fund..........cccccoooieeiiinenens $ (126,621)
Nonmaijor Proprietary Funds:
Tuition Trust Authority Enterprise Fund... $ (228,838)
Component Units:
School Facilities Commission Fund ......... $g1,587,360!

B. “Other” Fund Balance Reserves and Designations
Details on the “Reserved for Other” account reported for the governmental funds, as of June 30, 2006, are pre-
sented below.

Primary Government
Governmental Funds — Reserved for Other
As of June 30, 2006

(dollars in thousands)

Job, Family Nonmajor Total
and Other Govern- Govern-
General Human Highway mental mental
Fund Services Education Operating Funds Funds
Compensated AbsSences ............ccceeeeueene. $27,750 $3,685 $357 $5,123 $ 9,748 $46,663
Prepaids (included in “Other Assets”)........ 15,384 1,929 176 2,965 5,512 25,966
Advances to Local Governments............... 7,234 — — — — 7,234
Ohio Enterprise Bond Program ................. — — — — 10,000 10,000
Loan Guarantee Programs.............c.c........ 26 — — — 6,794 6,820
Assets in Excess of
Debt Service Requirements.................... — — — — 3 3
Total Reserved for Other................ $50,394 $5,614 $533 $8,088 $32,057 $96,686

The unreserved fund balance for the General Fund, as of June 30, 2006, had been designated for budget stabili-
zation in the amount of $1.01 billion.
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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 they are 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 applies its distribution (approxi-
mately $281 thousand for the year ended December
31, 2005) to the operations of its own protection pro-
gram, 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, 2005 (the GLPF’s year-end), were as
follows (dollars in thousands):

Contribution Contribution Contribution
Required Received  Percentage

Michigan.......... $25,000 $25,000 30.9%
Indiana* ........... 16,000 — —
lllinois .............. 15,000 15,000 18.4
(©]4]1 JUN— 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, 2005, was as fol-
lows (dollars in thousands):

Cash and Investments .........ccccoveeevveeeeeenn. $122,120
Other ASSets .......ccoeeeeeveeeiieeeeeeeeieeee e, 399
Total ASSetS....covveeeeeeeeeeeeeeeeenn $122,519

Total Liabilities ...........cuveeeeiiiiiiieeeeeeeeein. $ 2,160
Total Net Assets........ccoeeeieiiiiiiieeeiiie. 120,359

Total Liabilities and Net Assets..... $122,519
Total Revenues and Other Additions .......... $ 7,065
Total Expenditures ...........coeeeeeeeeeeeineee, (5,911)
Net Increase in Net Assets ........... $ 1,154

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.

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.
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Fiscal year 2006 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 ......ccccceeveverennnne $ 56980 $ 7,157 $ 64,137
Jefferson.......ccccccoeeeuveeeenenn. 4,032 1,441 5,473
Lakeland..........ccccoevienininnns 16,796 2,570 19,366
Lorain County ........cccceeueeenn. 25,592 656 26,248
Rio Grande ........cccceeeunnnnnee. 4,959 — 4,959
Sinclair......cocovevevenciinee, 47,899 4,699 52,598
Total Local
Community Colleges............. 156,258 16,523 172,781
Technical Colleges:
Belmont ........ccoovnieninienne 5,503 67 5,570
Central Ohio .......ccccccvvunnne. 6,892 365 7,257
Hocking .....eoveviiiiiieeen 15,608 268 15,876
James A. Rhodes................ 7,693 1 7,694
Marion ......cccceeveveniieninenne 4,983 89 5,072
ZANE ..o 4,899 89 4,988
North Central .........ccccoceeuee 7,850 397 8,247
Stark .o 15,155 2,599 17,754
Total Technical Colleges....... 68,583 3,875 72,458
Total oo $224,841 $20,398 $245,239

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
Housing Finance Agency, Ohio Turnpike Commis-
sion, the Petroleum Underground Storage Tank Re-
lease Compensation Board, the Higher Education
Facility Commission, and the Ohio Legal Assistance
Foundation. However, the primary government’s
accountability for these organizations does not ex-
tend beyond making the appointments.

During fiscal year 2006, the State had the following
related-party transactions with its related organiza-
tions:

e The General Fund reports a $225 million loans
receivable balance due from the Ohio Housing
Finance Agency. The State made the loans to
finance and support the agency’s housing pro-
grams.

e The Ohio Department of Taxation paid the Ohio
Turnpike Commission $2.9 million from the
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Revenue Distribution Fund for the Commission’s
share of the State’s motor vehicle fuel excise tax
allocation.

Separate funds, established for the Ohio Hous-
ing Finance Agency, Petroleum Underground
Storage Tank Release Compensation Board,
and the Higher Education Facility Commission,
were accounted for on the primary government’s
Central Accounting System. The primary pur-
pose 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 funding
support from the primary government, have
been included in the agency funds.

From the Job, Family and Other Human Ser-
vices Fund, the Public Defender's Office paid
the Ohio Legal Assistance Foundation approxi-
mately $3.1 million in compensation for adminis-
trative services performed under contract for the
distribution of state funding to nonprofit legal aid
societies and $2.5 million in state assistance.
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A. Litigation

The State, its units, and employees are parties to
numerous legal proceedings, which normally occur
in governmental operations.

All legal proceedings are not, in the opinion of man-
agement after consultation with the Attorney Gen-
eral, 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
entitlements, including certain non-cash programs.
Receipt of grants is generally conditioned upon
compliance with terms and conditions of the grant
agreements and applicable federal regulations, in-
cluding the spending of resources for eligible pur-
poses. Substantially all grants are subject to either
the Federal Single Audit or to financial compliance
audits by the grantor agencies of the federal gov-
ernment 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 2005 State of Ohio Sin-
gle Audit (completed in July 2006), $96.4 million of
federal expenditures were in question as not being
appropriate under the terms of the respective grants.
No provision for any liability or adjustments has
been recognized for the questioned costs in the
State’s financial statements, for the fiscal year
ended June 30, 2006.

C. Tax Refund Claims

As of June 30, 2006, personal income tax refund
claims estimated in the amount of $3.7 million were
pending an official determination of the Tax Com-
missioner at the Ohio Department of Taxation. The
claims arose from refund claims taxpayers filed for
tax periods occurring in prior years. A liability has
been reported in the financial statements for this
matter under the “Refunds and Other Liabilities” ac-
count.

D. Loan Commitments

As of June 30, 2006, commitments to finance pro-
gram loans from the primary government’s budgeted
nonmajor special revenue funds are detailed below
(dollars in thousands):

Community and Economic Development

Ohio Department of Development:
Low- & Moderate-Income

Housing Loans ...........cccoeveveeeeeeceeenne $ 19,627
Brownfield Revolving Loans.................... 142
19,769

JUNE 30, 2006
Local Infrastructure and
Transportation Improvements
Ohio Public Works Commission:

State Capital Improvements Loans......... 42,147
Revolving Loans ..........cccoceeeeeiiiiiiieeen. 39,527
81,674
Total Nonmajor Governmental Funds ........ $101,443

As of December 31, 2005, loan commitments for the
Ohio Water Development Authority, a discretely pre-
sented major component unit, were as follows (dol-
lars in thousands):

Water Pollution Control Loan ...................... $677,414
Drinking Water Assistance........................... 79,521
FreshWater .........coovvveeiiiiiiiiiieceieeeee, 79,024
Other Projects .......cooveieveiiciie e 10,639
Community Assistance.........c..ccocciiieeeeenn. 10,393
Rural Utility Services ........cccccooiiiiiiieinannnnns 7,201
Pure Water Refunding........c.cccoevviiiiiinnnen. 653

Total .ovveeeveeeeeeeei e $864,845

The Authority intends to meet these commitments
using available funds and grant commitments from
the U.S. Environmental Protection Agency.

E. Construction Commitments

As of June 30, 2006, the Ohio Department of Trans-
portation had total contractual commitments of ap-
proximately $2.01 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 $1.19 billion, $388.3
million, $368.2 million, and $59.6 million, respec-
tively.

As of June 30, 2006, other major non-highway con-
struction commitments for the primary government’s
budgeted capital projects funds and major discretely
presented component unit funds were as follows
(dollars in thousands):

Primary Government

Mental Health/Mental Retardation

Facilities Improvements.............ccccccvvnnee. $ 20,511
Parks and Recreation Improvements.......... 8,324
Administrative Services

Building Improvements ...........c.ccccceevneen. 30,246
Youth Services Building Improvements....... 9,592
Adult Correctional Building Improvements .. 30,970
Highway Safety Building Improvements...... 1,368
Ohio Parks and Natural Resources............. 13,435

Total.eee e $114,446

Major Component Units

Ohio State University ............c.ccceeveeveeeennnne. $177,370
University of Cincinnati.............cccccceeeeeennes 129,955
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F. 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, esti-
mating the amount of annual payments that actually
will be received in any given year can be complex,
since under the terms of the MSA, payments are
subject to a number of adjustment factors, including
an inflation adjustment, a volume adjustment, and a
potential adjustment for market share losses of par-
ticipating manufacturers. Some of these adjust-
ments, such as the inflation adjustment, result in the
State receiving higher payments. Other factors,
such as the volume adjustment and the market
share adjustment can work to reduce the amount of
the State’s annual payments.

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):
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Pre-Adjusted

Payments
Pre-adjusted From the
MSA Strategic
Year Ending Base Contribution
June 30, Payments Fund Total
2007............ $ 352,827 $ — $ 352,827
2008............ 359,829 23,950 383,779
2009............ 359,829 23,950 383,779
2010............ 359,829 23,950 383,779
201 ... 359,829 23,950 383,779
2012-2016 .. 1,799,147 119,750 1,918,897
2017-2021 .. 1,972,638 23,950 1,996,588
2022-2025 .. 1,612,809 — 1,612,809
Total............ $7,176,737 $239,500  $7,416,237

During fiscal year 2006, Ohio received $294.7 mil-
lion, which is approximately $58.1 million or 16.5
percent less than the pre-adjusted base payment for
the year. For the last seven 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 $2.40 billion,
which is approximately $290 million or 10.8 percent
less than the total of the pre-adjusted base pay-
ments established for the past seven fiscal years.

As of June 30, 2006, the estimated tobacco settle-
ment receivable in the amount of $200.2 million is
included in “Other Receivables” reported for the
governmental funds. The receivable includes $40.2
million for payments withheld from the State in fiscal
year 2006 by the cigarette manufacturers when they
exercised the market share loss provisions of the
MSA. These moneys are on deposit in an escrow
account until pending litigation between the State
and the manufacturers is resolved. The State con-
tends it has met its obligations under the MSA and is
due the payments withheld.

The moneys provide funding for the construction of
primary and secondary school capital facilities, edu-
cation technology for primary and secondary educa-
tion and for higher education, programs for smoking
cessation and other health-related purposes, bio-
medical research and technology, and assistance to
tobacco-growing areas in Ohio.
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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, 2006, in the amount of approximately
$17.25 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 $1.68 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 5.25 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 $37.7 billion, as of June 30,
2006, and $38.6 billion, as of June 30, 2005. For
additional information, refer to the Fund’s separate
audited financial report, for the fiscal year ended
June 30, 2006.

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, the
United Healthcare Plan, or the Aetna Plan, which
are fully self-insured health benefit plans.

Ohio Med, a preferred provider organization, was
established July 1, 1989. 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
and Other Adjustments...........ccocceiiiiieiiiiiieees

Benefits Payable and Compensation
Adjustment Expenses Liability, as of June 30

Fiscal Year Fiscal Year
2006 2005
............. $19,299 $18,773
............. 1,934 2,916
............. (2,306) (2,390)
............. $18,927 $19,299
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The United Healthcare and the Aetna plans, origi-
nally health maintenance organizations, became
self-insured healthcare plans of the State on July 1,
2002 and July 1, 2005, respectively.

Both plans have contracts with the primary govern-
ment to serve as claims administrator. Benefits of-
fered while under the State’s administration are es-
sentially the same as the benefits offered before the
two plans became self-insured arrangements.

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, 2006, approximately $144.9 million in
total assets was available in the Payroll Withholding
and Fringe Benefits Agency Fund to cover claims for
the Ohio Med Health Plan. Changes in the balance
of claims liabilities for the plan during the past two
fiscal years were as follows (dollars in thousands):

Ohio Med Health Plan

mately $109.2 million, thereby resulting in a funding
surplus. Ninety percent or $92.8 million of the sur-
plus, representing the employer share, was reallo-
cated back to the governmental and proprietary
funds, with a resulting reduction in expendi-
tures/expenses.

As of June 30, 2006, no assets were available in the
Payroll Withholding and Fringe Benefits Agency
Fund to cover claims incurred by June 30 for the
United Healthcare Plan, thereby resulting in a fund-
ing deficit. Changes in the balance of claims liabili-
ties for the plan during the past fiscal year were as
follows (dollars in thousands):

United Healthcare Plan

Fiscal Year Fiscal Year

2006 2005
Claims Liabilities, as of July 1.... $ 6,969 $ 7,544
Incurred Claims...........cccoevvvnnn... 155,894 101,231
Claims Payments .........ccccceeenne (155,178)  (101,806)

Claims Liabilities, as of June 30. $ 7,685 $ 6,969

As of June 30, 2006, approximately $22.1 million in
total assets was available in the Payroll Withholding
and Fringe Benefits Agency Fund to cover claims
incurred by June 30 for the Aetna Plan, thereby re-
sulting in a funding surplus. Changes in the balance
of claims liabilities for the plan during the past fiscal
year were as follows (dollars in thousands):

Fiscal Year Fiscal Year

2006 2005
Claims Liabilities, as of July 1 .... $ 41,492 $ 40,917
Incurred Claims ..........ceeeeeeeeee. 212,466 232,337
Claims Payments ..........cccccoueee. (218,296)  (231,762)

Claims Liabilities, as of June 30. $ 35,662 $ 41,492

As of June 30, 2006, the resources on deposit in the
Agency Fund for the Ohio Med Health Plan ex-
ceeded the estimated claims liability by approxi-
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Aetna Plan
Fiscal Year
2006
Claims Liabilities, as of July 1 ........c..ccveeuvenee. $ —
Incurred ClaimsS..........covvveeeieeeiiiiieeeeeeeenn. 49,806
Claims Payments .........cccooceveiiieeeenee e (41,612)
Claims Liabilities, as of June 30..................... $ 8,194

For the resulting funding deficit and funding surplus
of the United Healthcare and Aetna plans, respec-
tively, the financial statements do not reflect adjust-
ments to the expenses/expenditures of the govern-
mental and proprietary funds, since the adjustments
were judged not to be significant.

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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A. Bond Issuances

Subsequent to June 30, 2006 (December 31, 2005 for the Ohio Water Development Authority), the State issued

major debt as detailed in the table below.

Debt Issuances

Subsequent to June 30, 2006

(dollars in thousands)

Net Interest Rate

Primary Government:

Ohio Public Facilities Commission-General Obligation Bonds:
Third Frontier Research and Development, Series 2006A ........
Common Schools Capital Facilities, Series 2006D.......................
Infrastructure Improvements, Series 2006A ...........ccccceeeeeeeeinnnns
Site Development, Series 2006A ...........coooiiiiiiiiiieeeee e
Higher Education Facilities, Series 2006B ...............cccocceeeeeinnnnns
Common Schools Capital Facilities, Series 2007A......................

Total General Obligation BONAS ........coocuiiiiiiiie e e e eee e e e e e e eae e nnaeeeeas

Treasurer of State-Revenue Bonds:
State Infrastructure Bank, Series 2006-1 ...........ccceeeeeeeeriiviiieeeenss

o) c= I RGNV a T8 [N =Yoo o [N

Treasurer of State-Special Obligation Bonds:
Mental Health Capital Facilities, Series 11-2006A .........................
Parks and Recreation Facilities, Refunding Series 11-2006A .......
Mental Health Capital Facilities, Series 11-2006B..........................
Cultural Facilities, Series 11-22008A ..........cooeeeeeiieiiieeeeeeeeeiiee e,
Cultural Facilities, Refunding Series 11-2006B ..............cccccceeenneee.

Ohio Building Authority-Special Obligation Bonds:
State Facilities (Administrative Building), Series 2006A ..............
State Facilities (Administrative Building),
Refunding Series 2006B ............ccceeeeeiiiiiiiiie e

Total Special Obligation BONAS ........cooiiiiiiiiiee et e e e e s e eeeeee s

Ohio Department of Administrative Services-
Certificates of Participation:
Ohio Administrative Knowledge System, Series 2006A ..............

Total Certificates of PartiCipation .............ooooiiiiiiii e e
Total Primary GOVEIMMENT ... ettt e e e e ettt e e e e e e e et e e e e e e e e e e nnneeaannneee

Major Component Units:

Ohio Water Development Authority Bonds:
Rural Development Advance, Series 2006A ..........cccccceeeeeeeennes
Fresh Water, Refunding Series 2006A .........ccccceviieeeiieeenineenn.

Total Ohio Water Development AUTNOILY ..........coociiiiiiiiii e

University of Cincinnati Bonds:
Bond Anticipation Notes, Series 2006D ..........cccccceeviiiiiiiereeennnns
Bond Anticipation Notes, Series 2006E ..............ccoooccvviieeeeeennnns
General Receipts, Series 2007A .......oovveeiiiiicieee e
General Receipts, Series 2007B ........cccooeeieiiiiiiiieeeeeeeceee e,
Bond Anticipation Notes, Series 2007C ..........cccceeeeiiiiieieeeeeeeinns

Total University Of CINCINNALT ........ooiiiiiiiiiii e e e e ae s e

*Interest Coupon Rate

Date or True Interest

Issued Cost Amount
08/01/06 3.99% $ 50,000
09/26/06 4.12% 250,000
10/25/06 4.33% 120,000
11/13/06 3.76% 30,000
12/07/06 4.17% 150,000
3/08/07 4.16% 250,000
850,000
09/13/06 3.89% 180,000
180,000
07/26/06 4.20% 30,000
11/30/06 3.79% 15,410
11/30/06 3.78% 26,775
11/30/06 3.99% 25,000
11/30/06 3.77% 28,295
09/21/06 3.86% 40,000
09/21/06 3.96% 70,335
235,815
11/30/06 3.97% 31,860
31,860
$1,297,675
04/27/06 4.00-5.00%* $ 31,000
10/03/06 4.00-5.25%* 51,975
$ 82975
07/06/06 3.82% $ 20,025
08/01/06 3.75% 15,000
01/23/07 4.42% 78,445
01/24/07 3,71% 39,955
01/25/07 3.62% 28,000
$ 181,425
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B. Other Debt Transactions

Primary Government

In August 2006, the State entered into two forward-
starting constant maturity swaps to replace the exist-
ing BMA-based floating-to-fixed swaps on the Com-
mon Schools, Series 2005A and Series 2005B, vari-
able-rate bonds. The swaps have a notional amount
of $183.2 million ($91.6 million each) and will be ef-
fective on March 15, 2007 with a final maturity of
March 15, 2025. The State will pay a fixed rate of
3.75 percent. The counterparty will pay a variable
rate based on 62 percent of the 10-year LIBOR tax-
able index.

In October 2006, the State took delivery of approxi-
mately $107.9 million in proceeds for the Taxable
Development Assistance, Series 1998 refunding
bonds based on a forward purchase refunding
agreement entered into by the Treasurer of State in
December 1998. The 1998 bonds were issued to
advance refund approximately $102 million in Tax-
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able Development Assistance, Series 1996 bonds.
The entire $107.9 million of proceeds was used to
redeem the Series 1996 bonds, including payment
of a call premium.

Component Units

Subsequent to June 30, 2006, the University of Cin-
cinnati entered into two capital leases in connection
with the issuance of economic development bonds
by Hamilton County, Ohio for the financing of two
buildings of the King Highland Community Urban
Redevelopment Corporation. The two leases total to
$42.7 million and have 32-year terms.

C. Change in Reporting Entity —

Combination of Component Units
Effective July 1, 2006, the Ohio General Assembly
enacted into law the combination of the University of
Toledo and the Medical University of Ohio into one
state university to be known as the University of
Toledo.
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STATE OF OHIO

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)

JUNE 30, 2006

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.

Pavement Network

Condition Assessment Data

Priority Subsystem

Pavement Condition Ratings (PCR)

Excellent Good Fair Poor
PCR = 85-100 PCR = 75-84 PCR = 65-74 PCR = Below 65 Total
Calendar Lane- Lane- Lane- Lane- Lane-
Year Miles % Miles % Miles % Miles % Miles %
2005 8,581 68.65 1,962  15.69 1,505 12.04 452 3.62 12,500 100.00
2004 8,110 65.64 2,140 17.32 1,544  12.50 561 4.54 12,355 100.00
2003 7,679  62.81 2,451  20.05 1,618 13.24 477 3.90 12,225 100.00
2002 7,483 61.29 2,498  20.46 1,849 15.14 380 3.1 12,210 100.00
2001 6,753  55.74 2,688 22.19 2,162 1785 511 4.22 12,114 100.00
General Subsystem
Pavement Condition Ratings (PCR)
Excellent Good Fair Poor
PCR = 85-100 PCR = 75-84 PCR = 55-74 PCR = Below 55 Total
Calendar Lane- Lane- Lane- Lane- Lane-
Year Miles % Miles % Miles % Miles % Miles %
2005 13,623  45.16 6,813  22.58 9,161 30.37 571 1.89 30,168 100.00
2004 13,570  44.92 6,550 21.68 9,423  31.20 664 2.20 30,207 100.00
2003 12,634  41.77 6,378  21.09 10,910  36.07 324 1.07 30,246 100.00
2002 11,997  39.57 6,496  21.43 11,278  37.20 546 1.80 30,317 100.00
2001 10,635  34.89 6,547  21.47 12,393  40.65 912 2,99 30,487 100.00
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STATE OF OHIO

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)

JUNE 30, 2006

Infrastructure Assets Accounted for Using the Modified Approach (Continued)

Pavement Network
Comparison of Estimated-to-Actual Maintenance and Preservation Costs

(dollars in thousands)

Priority Subsystem
Fiscal Year Estimated Actual
2006 $376,588 $410,049
2005 337,213 350,368
2004 195,333 273,318
2003 243,722 273,834
2002 251,216 319,518
General Subsystem
Fiscal Year Estimated Actual
2006 $214,826 $312,105
2005 197,716 292,303
2004 133,236 227,437
2003 135,149 209,530
2002 110,956 151,978

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
(GACR) from 0 (minimum) to nine (maximum) based
on a composite measure of these major structural
items.

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.

Bridge Network

Condition Assessment Data
(square feet in thousands)

General Appraisal Condition Ratings (GACR)

Excellent Good Fair Poor
GACR =7-9 GACR = 5-6 GACR =34 GACR =0-2 Total
Sq Ft Sq Ft Sq Ft Sq Ft Sq Ft
Calendar Deck Deck Deck Deck Deck
Year Area % Area % Area % Area % Area %
2005 46,071 55.21 35,091 42.05 2,274 2.73 7 .01 83,443 100.00
2004 45,895 55.50 34,459 41.68 2,317 2.80 13 .02 82,684 100.00
2003 47,046 57.19 32,972 40.08 2,224 2.71 18 .02 82,260 100.00
2002 45,144 56.01 33,067 41.02 2,388 2.96 9 .01 80,608 100.00
2001 43,395 53.56 34,899 43.08 2,688 3.32 30 .04 81,012 100.00
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STATE OF OHIO
REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED) JUNE 30, 2006

Infrastructure Assets Accounted for Using the Modified Approach (Continued)

Bridge Network
Comparison of Estimated-to-Actual Maintenance and Preservation Costs
(dollars in thousands)

Fiscal Year Estimated Actual
2006 $246,095 $262,027
2005 241,670 231,864
2004 147,779 208,381
2003 180,358 229,077
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, 2006
(dollars in thousands)

ASSETS:

Cash Equity with Treasurer . ... ....................
Cash and Cash Equivalents . . .. ....................
Investments . ......... .. ...
Collateral on Lent Securities. . ......................
Taxes Receivable. . ............ ... .. . . ...,
Intergovernmental Receivable . ... ..................
Loans Receivable, Net . . ............. ... ..cccc0o...
Interfund Receivable. . .............. ... ... . . ... ...
Other Receivables . ............... ... . i,
Other ASSels. . . ...

TOTALASSETS....... ..ot

LIABILITIES AND FUND BALANCES:

LIABILITIES:

Accounts Payable. . ........... ... . ... ... .. ... ....
Accrued Liabilities. . ... ........ ... ... . ... .. ...,
Medicaid Claims Payable . . . .......................
Obligations Under Securities Lending ... .............
Intergovernmental Payable. . ... ....................
Interfund Payable . .. .......... ... ... ... ... ... ....
Payable to Component Units ... ....................
Deferred Revenue . ........... ... iuiiuuini...
Unearned Revenue. . .............................
Refund and Other Liabilities . . .. ....................

TOTALLIABILITIES ....... ..o,

FUND BALANCES:
Reserved for:
DebtService . . .. ...
Encumbrances . ............ . . ...
Noncurrent Portion of Loans Receivable. . . . ............
Loan Commitments . . . ...... ...,
Federal Programs . .. ... ... ... ... ...
Other:
Prepaids. . ... ... ... .. . . . . . ...
Ohio Enterprise Bond Program . . .. ................
Loan Guarantee Programs . . .. ...................
Assets in Excess of Debt Service Requirements . . ... ...
Compensated Absences. . . .. .........c...iuuon..
Unreserved/Undesignated (Deficits). . . . ..............

TOTAL FUNDBALANCES . ............cccca.

TOTAL LIABILITIES AND FUND BALANCES. .. $
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SPECIAL DEBT CAPITAL
REVENUE SERVICE PROJECTS
FUNDS FUNDS FUNDS
2,263,487 7,215 $ 263,613
80,982 823 —
337,602 28,558 53,736
1,280,560 4,080 149,093
4,832 — —
324,746 — —
608,266 — —
3,798 — —
223,231 8 203
13,674 25 —
5,141,178 40,709 $ 466,645
181,064 2 $ 29,067
43,233 22 —
115,989 — —
1,280,560 4,080 149,093
210,730 — —
131,155 — —
29,256 35 —
291,226 — —
46,329 — —
— 2,458 —
2,329,542 6,597 178,160
— 34,109 —
1,058,744 — 454,076
595,971 — —
101,443 — —
37,998 — —
5,512 — —
10,000 — —
6,794 — —
N 3 N
9,748 — —
985,426 — (165,591)
2,811,636 34,112 288,485
5,141,178 40,709 $ 466,645




$

TOTAL

2,634,315
81,805
419,896
1,433,733
4,832
324,746
608,266
3,798
223,442
13,699

5,648,532

210,133
43,255
115,989
1,433,733
210,730
131,155
29,291
291,226
46,329
2,458

2,514,299

34,109
1,612,820
595,971
101,443
37,998

5,512
10,000
6,794

3

9,748
819,835

3,134,233
5,648,532
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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, 2006

(dollars in thousands)

SPECIAL DEBT CAPITAL
REVENUE SERVICE PROJECTS
FUNDS FUNDS FUNDS
REVENUES:
INCOME TAXES. . . e $ 7,505 — $ —
Sales TaXeS . . . ..o 19,808 — —
Corporate and Public Utility Taxes . . . .......... ... ... ....... 3,519 — —
Motor Vehicle Fuel Taxes. ................ 0 uuiiiiiinnnn. 24,133 — —
Cigarette Taxes . .. ...t — —
Other TAXES . . .o e et et 40,849 — —
Licenses, Permitsand Fees . . ................uuuiiiiuinnn.. 974,518 — —
Sales, Servicesand Charges . ... ...........c. ... 28,376 — 57
Federal Government. . . .......... .. . . . . ... 2,154,299 — —
Tobacco Settlement . . . .......... ... 294,725 — —
InvestmentIncome . ... ........ . . . . . . . ... 70,880 5,993 13,528
OUher. . o o e 295,710 1,916 546
TOTALREVENUES . . . .. oottt et ee e e eeeeeeeieennnnnns 3,914,323 7,909 14,131
EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education .. .................. 228,781 — —
Higher Education Support. . .. ... 280,959 — —
Public Assistance and Medicaid. . . ......................... 3,040 — —
Health and Human Services. . . ............ .. ... iiiiiinn.. 1,712,343 — —
Justice and Public Protection . . .. ........ ... ... ... . ........ 696,721 — —
Environmental Protection and Natural Resources . ............. 298,047 — —
Transportation. . .. ...... ... 571 — —
General Government . ............ ... 270,378 — —
Community and Economic Development .. .. ................. 895,684 — —
CAPITAL OUTLAY . .o ettt ettt e ettt ettt a et asa e esannnnanns 19,043 — 464,769
DEBTSERVICE . ..t ts sttt es e tnssasasanessnnssannnennns — 1,456,404 2,325
TOTAL EXPENDITURES . . v o v v o et esateesaenensennnsennns 4,405,567 1,456,404 467,094
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . . . v v v v vs e essennsennnenes (491,244) (1,448,495) (452,963)
OTHER FINANCING SOURCES (USES):
Bonds and Certificates of Participation Issued. .. .............. 569,261 1,635 323,981
Refunding Bonds Issued. . .. ........ .. ... .. .. .. . .. .. ... ... — 156,240 —
Payment to Refunded Bond Escrow Agents. .. ................ — (172,770) —
Premiums . . . ... .. — 67,502 3,052
Transfers-in. . . .. ... ... . 173,824 1,367,998 —
Transfers-out . . ... ... ... (75,048) (874) —
TOTAL OTHER FINANCING SOURCES (USES). .+« o v v veevnnn. 668,037 1,419,731 327,033
NET CHANGE IN FUND BALANCES . . . o v v s st e e eessessnannnnnnns 176,793 (28,764) (125,930)
FUND BALANCES, JULY 1(asrestated) . . ... ....cvuuueeenununnnnns 2,634,843 62,876 414,415
FUND BALANCES, JUNE 30................cccvvviinnn.. $ 2,811,636 34,112 § 288,485
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TOTAL

$ 7,505
19,808
3,519
24,133

1

40,849
974,518
28,433
2,154,299
294,725
90,401
298,172

3,936,363

228,781
280,959
3,040
1,712,343
696,721
298,047
571
270,378
895,684
483,812
1,458,729
6,329,065

(2,392,702)

894,877
156,240
(172,770)
70,554
1,541,822
(75,922)
2,414,801

22,099
3,112,134

$ 3134233
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NONMAJOR SPECIAL REVENUE FUNDS

Special Revenue Funds account for specific revenues that are legally restricted to expenditure for par-

ticular 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.

The Help America Vote Act (HAVA) Fund ac-
counts for federal funds received for the pur-
chase and deployment of HAVA-certified voting
systems in Ohio, as provided in the HAVA Act
of 2002.
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STATE OF OHIO

COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FUNDS
JUNE 30, 2006

(dollars in thousands)

COMMUNITY MENTAL HEALTH
AND ECONOMIC AND
DEVELOPMENT HEALTH RETARDATION
ASSETS:
Cash Equity with Treasurer . ....................... $ 724,005 $ 58,281 $ 114,079
Cash and Cash Equivalents . ... .................... 72,635 119 —
Investments . ........ .. . . . ... 9,058 — —
Collateral on Lent Securities. . ... ..........c.cccoo.... 409,478 32,962 64,520
Taxes Receivable. . ........... .. ..., 1,535 — —
Intergovernmental Receivable . . .................... 48,015 35,016 238,241
Loans Receivable, Net . . ... .......... ... . ......... 315,945 — —
Interfund Receivable. . .............. ... ... ... . . ... 2,772 — —
Other Receivables . ............... ... . 0. uuiiiin.. — 12,548 338
Other ASSetS. . . .o v 1,589 8,450 719
TOTAL ASSETS. ...... ..o ieiiiiiinennnns $ 1,584,932 $ 147,376 $ 417,897
LIABILITIES AND FUND BALANCES:
LIABILITIES:
Accounts Payable. . ......... ... ... ... . ... ... ... ... $ 33,188 $ 26,771 $ 6,765
Accrued Liabilities. . ... ........ ... .. . . . ... ... ... 10,022 3,853 5,496
Medicaid Claims Payable . ... ...................... — — 115,989
Obligations Under Securities Lending .. .............. 409,478 32,962 64,520
Intergovernmental Payable. . .. ..................... 29,890 20,696 126,614
Interfund Payable . .. .......... ... ... ... ... ... .... 17,361 4,848 68,288
Payable to ComponentUnits ... .................... 311 210 68
Deferred Revenue . ............. ... ... .. iiiinn. 6,447 12,632 66,414
Unearned Revenue. . . ........... ... ..., 21,956 7,007 —
TOTALLIABILITIES . ... ... eeeennnnnnns 528,653 108,979 454,154
FUND BALANCES:
Reserved for:
ENCUMbBIrances . . ... ... ... . i i, 539,346 18,015 80,670
Noncurrent Portion of Loans Receivable. . ... ........... 305,818 — —
Loan Commitments . ... ....... ... uiuuiiennnnn.. 19,769 — —
Federal Programs . . ..........c.uuuuueunnnaannnnn. 7,729 490 16,242
Other:
Prepaids. . . ... .. 1,419 439 719
Ohio Enterprise Bond Program . . .................. 10,000 — —
Loan Guarantee Programs . . ... .................. 6,794 — —
Compensated AbSENCes. . . . ......c.covuuneenennn.. 2,272 861 1,252
Unreserved/Undesignated (Deficits). . .. .............. 163,132 18,5692 (135,140)
TOTAL FUND BALANCES (DEFICITS) ............ 1,056,279 38,397 (36,257)

TOTAL LIABILITIES AND FUND BALANCES. .. $ 1,584,932 $ 147,376 $ 417,897
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WILDLIFE AND

LOCAL
INFRASTRUCTURE
AND

HIGHWAY NATURAL WATERWAYS TRANSPORTATION TOBACCO CLEAN OHIO
SAFETY RESOURCES SAFETY IMPROVEMENTS SETTLEMENT PROGRAM
$ 293,434 $ 186,162 $ 67,701 $ 229,671 $ 303,275 $ 99,049
3,875 605 11 — 3,837 —
— — — — 328,544 —
166,116 105,289 38,291 129,896 171,756 56,020
— 1,674 1,623 — — —
3,474 — — — — —
— 2 — 292,319 — —
665 359 2 — — —
908 7,313 395 — 201,729 —
1,903 657 315 5 27 3
$ 470,375 $ 302,061 $ 108,338 $ 651,891 $ 1,009,168 $ 155,072
$ 8,392 $ 8,682 $ 2,057 $ 4,415 $ 68,971 $ 1,979
15,143 5,848 2,638 48 235 29
166,116 105,289 38,291 129,896 171,756 56,020
17 4,529 — 1,338 24,897 2,749
28,609 4,572 7,320 — 119 24
61 94 8 — 98 1
519 4,301 — — 200,913 —
752 1,701 5 — — —
219,609 134,916 50,219 135,697 466,989 60,802
29,892 45,784 17,209 2 15,269 95,228
— — — 290,153 —_— —
— — — 81,674 — —
1,361 11,924 — — — 252
1,903 657 315 5 46 3
3,396 1,332 554 11 54 6
214,214 107,448 40,041 144,349 526,810 (1,219)
250,766 167,145 58,119 516,194 542,179 94,270
$ 470,375 $ 302,061 $ 108,338 $ 651,891 $ 1,009,168 $ 155,072
(continued)
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STATE OF OHIO

COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FUNDS
JUNE 30, 2006

(dollars in thousands)
(continued)

ASSETS:

Cash Equity with Treasurer . .......................
Cash and Cash Equivalents . ... ....................
Investments . ......... ... ...
Collateral on Lent Securities. . . .....................
Taxes Receivable. . ............. ...
Intergovernmental Receivable . . ....................
Loans Receivable, Net . . ..........................
Interfund Receivable. . . ............ ... ... .. .....
Other Receivables . ............. .. ... .. ..........
Other ASSEtS. . . ..o e

TOTALASSETS. ... ..o

LIABILITIES AND FUND BALANCES:

LIABILITIES:

Accounts Payable. . ........... ... . ... ... .. ... ....
Accrued Liabilities. . ... ........ ... ... . .. ... ...
Medicaid Claims Payable . . . .......................
Obligations Under Securities Lending ... .............
Intergovernmental Payable. . ... ....................
Interfund Payable . . . .......... ... ... ... ... ... ....
Payable to Component Units ... ....................
Deferred Revenue . .............. . iuieuini...
Unearned Revenue. . ........... ... .. ... .......

TOTALLIABILITIES ....... ..o,

FUND BALANCES:
Reserved for:
Encumbrances . . ... ... .. ...
Noncurrent Portion of Loans Receivable. . .. ............
Loan Commitments . . ... ... . ...,
Federal Programs . . ... ... ... . ...
Other:
Prepaids. . ... ... ... . .
Ohio Enterprise Bond Program . . . .. ...............
Loan Guarantee Programs . . . .. ..................
Compensated Absences. . .. ..............cou.....
Unreserved/Undesignated (Deficits). . .. ..............

TOTAL FUND BALANCES (DEFICITS) ............
TOTAL LIABILITIES AND FUND BALANCES. . .
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HIGHER HELP
EDUCATION AMERICA
IMPROVEMENTS VOTE ACT TOTAL
$ 164,701 $ 23,129 $ 2263487
— — 80,982
— — 337,602
93,151 13,081 1,280,560
— — 4,832
— — 324,746
— — 608,266
— — 3,798
— — 223,231
— 6 13,674
$ 257,852 $ 36,216 $ 5,141,178
$ 11,768 $ 8,176 $ 181,064
— 21 43,233
— — 115,989
93,151 13,081 1,280,560
— — 210,730
— 14 131,155
28,405 — 29,256
— — 291,226
— 14,908 46,329
133,324 36,200 2,329,542
207,731 9,598 1,058,744
— — 595,971
— — 101,443
— — 37,998
— 6 5512
— — 10,000
— — 6,794
— 10 9,748
(83,203) (9,598) 985,426
124,528 16 2,811,636
$ 257,852 $ 36,216 $ 5,141,178
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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, 2006

(dollars in thousands)

COMMUNITY MENTAL HEALTH
AND ECONOMIC AND
DEVELOPMENT HEALTH RETARDATION
REVENUES:
INCOME TAXES. . . e e $ 7,505 $ — $ —
Sales TaXeS . . . ..o 19,808 — —
Corporate and Public Utility Taxes . . . .......... ... ... ....... 2,894 — —
Motor Vehicle Fuel Taxes. ................ 0 uuiiiiiinnnn. 6,151 — —
Cigarette Taxes . .. ...t 1 — —
Other TAXES . . .o e et et 31,948 — —
Licenses, Permitsand Fees . . ................ .. 471,315 27,618 96
Sales, Servicesand Charges . ... ............. ... 9,508 33 51
Federal Government. . . ......... ... . . . ... 541,888 440,397 971,435
Tobacco Settlement . .. .......... ... . — — —
InvestmentIncome. . ........... . . . . . ... 12,866 236 —
Other. . . o e 45,498 28,158 151,407
TOTAL REVENUES . . . ...ttt tssnsnnnnnnnnnnnennnnns 1,149,382 496,442 1,122,989
EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education .. .................. 553 — —
Higher Education Support. . . ... — — —
Public Assistance and Medicaid. . . ......................... — — 40
Health and Human Services. . . ........... ... .. . uiiiiino.. — 511,175 1,152,782
Justice and Public Protection . . .. .......... .. ... . ......... 292,207 1 —
Environmental Protection and Natural Resources . ............. 491 — —
Transportation. . .. ...... ... 571 — —
General Government . ............ ... 161,817 406 —
Community and Economic Development . ... ................. 631,533 2,071 —
CAPITAL OUTLAY . .ottt e ettt et ettt e s snnsasssnnnnnnnnns 11,449 — —
TOTAL EXPENDITURES . . o v v sttt seeeessenensennnnennns 1,098,621 513,653 1,152,822
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . . .o v vt ssesessennnnnnnnnnns 50,761 (17,211) (29,833)
OTHER FINANCING SOURCES (USES):
Bonds Issued . . ......... .. . ... 49,261 — —
Transfers-in. . . .. ... ... . s 12,702 13,494 11,292
Transfers-out . ... ... ... e (39,445) (480) (2,358)
TOTAL OTHER FINANCING SOURCES (USES). . . . o v s vt s v e u e n s 22,518 13,014 8,934
NET CHANGE IN FUND BALANCES . . ..ot i et eessaanennnnns 73,279 (4,197) (20,899)
FUND BALANCES (DEFICITS), JULY 1 (asrestated) . .........cccounu. 983,000 42 594 (15,358)
FUND BALANCES (DEFICITS), JUNE 30................ $ 1,056,279 $ 38397 $ (36,257)
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WILDLIFE AND

LOCAL
INFRASTRUCTURE
AND

HIGHWAY NATURAL WATERWAYS TRANSPORTATION TOBACCO CLEAN OHIO
SAFETY RESOURCES SAFETY IMPROVEMENTS SETTLEMENT PROGRAM

$ — — 8 -  $ — — 8 —

— 625 — — — —

— — 17,982 — — —

1,492 7,409 — — — —

309,166 125,176 41,147 — — —

15,732 2,631 421 — — —
19,720 55,669 20,003 — — 1,634

— — — — 294,725 —
10,345 863 2,043 8,458 28,544 2,340
35,380 30,065 3,291 1,052 529 106
391,835 222,438 84,887 9,510 323,798 4,080

— — — — 228,228 —

— — — — 3,000 —

231 — — — 48,155 —

395,335 409 — — 8,769 —
— 207,285 75,858 — 10,367 4,046

— 4,386 — — 228 -
— 3,210 — 169,226 41,697 47,947

3,375 — 4,219 — — —
398,941 215,290 80,077 169,226 340,444 51,993
(7,106) 7,148 4,810 (159,716) (16,646) (47,913)
— — — 120,000 — 100,000

63,012 3,880 735 63,830 — —
(19,899) (1,150) (816) — (5,927) (4)
43,113 2,730 (81) 183,830 (5,927) 99,996
36,007 9,878 4,729 24,114 (22,573) 52,083
214,759 157,267 53,390 492,080 564,752 42,187
$ 250,766 167,145 $ 58,119 $ 516,194 542,179 $ 94,270
(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, 2006
(dollars in thousands)

(continued)

REVENUES:
INCOME TAXES . . . e e
Sales TaXes . . . ..o
Corporate and Public Utility Taxes . . . .......... ... ... .......
Motor Vehicle Fuel Taxes. ... ..............uuuuiuiiiin..
Cigarette Taxes . .. ...
Other TAXES . . .o oo e e et
Licenses, Permitsand Fees. . ..............c.. .o,
Sales, Servicesand Charges . .. ........... ... .. ... .......
Federal Government. . . ...........c.. i,
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 .. .. .................

CAPITAL OUTLAY . o oottt ettt et e et e ettt aaa et enaaanans

TOTALEXPENDITURES . ........¢cciivunnnnnnnnnnnnnnnns

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . ........cc0vveennnnnnnnnns

OTHER FINANCING SOURCES (USES):
Bonds Issued . . ......... .. . ...
Transfers-in. . . . . ... ...
Transfers-out . .. ...... ..

TOTAL OTHER FINANCING SOURCES (USES). . . ..............
NET CHANGE IN FUND BALANCES . ..........ciiiiunnnnnnnnnns

FUND BALANCES (DEFICITS), JULY 1 (asrestated) .........ccovuuun.

FUND BALANCES (DEFICITS), JUNE 30................

144

HIGHER
EDUCATION

IMPROVEMENTS

HELP
AMERICA
VOTE ACT

TOTAL

7,505
19,808
3,519
24,133

1
40,849
974,518
28,376
2,154,299
294,725
70,880
295,710

103,558

3,914,323

103,541

228,781
280,959
3,040
1,712,343
696,721
298,047
571
270,378
895,684

19,043

280,959

103,541

4,405,567

(275,555)

17

(491,244)

300,000

(90)

4,879
(4,879)

569,261
173,824
(75,048)

299,910

668,037

24,355

100,173

17

(1)

176,793

2,634,843

124,528

16

$

2,811,636
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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, 2006
(dollars in thousands)

COMMUNITY AND ECONOMIC DEVELOPMENT

VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
INCOME TAXES ...ttt $ 7,502
SAIES TAXES ..o 19,508
Corporate and Public Utility Taxes ..........cccoeeveercveseennn.. 2,894
Motor Vehicle FUEl TAXES ...........ccoueeeeereeeeeeeeeeeeeeeeenn 6,135
CiGarette TAXES.......ouecueerii et 1
(01T I ) (SR 31,940
Licenses, Permits and FEES ..........ooeeeeeeeeeeeeeeeeeeeeerrrnnnn. 459,751
Sales, Services and Charges ...........ccccovcveeeeceeesceeennenn, 9,564
Federal GOVEIMMENT ............ueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeann 576,626
Tobacco Settlement............oeeeeeeeeeeeeeeeeeieeeeeeeee e —
INVEeStMENt INCOME .........ccoeeeeeeeeeeeeeeeeeeeeeeeaeaaa e 10,224
(01 01 PP PUPU PP 98,743
TOTAL REVENUES........ccoeseeeeeeeeeenenennnnenesssssssssssssssnes 1,222,888
BUDGETARY EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education ..................... $ 1,769 790 $ 979
Higher Education Support ............cccccoveveeeecveneeeceenenan — — —
Public Assistance and Medicaid ................cccccceeeevvvvunnnn. — — —
Health and Human Services ..............cccoeveeeeeeccireneeaannn. — — —
Justice and Public Protection ...............cccceeuuuveeeeeeeeennn. 602,682 443 512 159,170
Environmental Protection and Natural Resources ........ 547 489 58
TranSpPOrtation .............ccccueveeeesieeeseiee e 5,185 3,959 1,226
General GOVEIMMENE .......ueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeans 207,757 184,630 23,127
Community and Economic Development ...................... 1,418,670 1,171,335 247,335
CAPITAL OQUTLAY eeeetevvvvsvvssssssssssssssssnnnnnnnnnssssssssssnnnns 28,307 18,498 9,809
DEBT SERVICE..........coeeevcviiisissssssssssenensmsssesssssssssssssssssssnes 1,387 — 1,387
TOTAL BUDGETARY EXPENDITURES.............ccccveveees $ 2,266,304 1,823,213 $ 443,091
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES............. (600,325)
OTHER FINANCING SOURCES (USES):
BONAS ISSUEA ..ottt 49,261
TrANSTOIS-IN ...t 39,577
TransferS-OUL .........covcuuiiiieeeese et (72,491)
TOTAL OTHER FINANCING SOURCES (USES,.......... 16,347
NET CHANGE IN FUND BALANCES.........ueeeererererrrrrererens (583,978)
BUDGETARY FUND BALANCES
(DEFICITS), JULY T aeeeercenessssmnscssmsssssanassssmnssssmnnnns 90,110
Outstanding Encumbrances at Beginning of Fiscal Year 604,841
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 .........eeeeeeeereeeemenrsnasssmenersssssamnennnens $ 110,973
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HEALTH

MENTAL HEALTH AND RETARDATION

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ — $ —
34,622 96
3,625 51
448,275 2,176,920
236 —
93,577 141,845
580,235 2,318,912
— — $ — $ — — $ —
— — — 1,594,236 1,488,151 106,085
644,080 604,417 39,663 1,399,475 1,336,719 62,756
11 1 10 — — —
600 546 54 — — —
4,565 4,305 260 — — —
649,256 609,269 $ 39,987 $ 2,993,711 2,824,870 $ 168,841
(29,034) (505,958)
1,982 1,890
(89) —
1,893 1,890
(27,141) (504,068)
8,702 (328,442)
38,962 417,735
$ 20,523 $ (414,775)
(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, 2006
(dollars in thousands)

(continued)
HIGHWAY SAFETY
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
INCOME TAXES ...ttt $ —
SAIES TAXES ...ttt eeeeees e e e esss e —
Corporate and Public Utility Taxes ..........cccoeeveencvevceennn.. —
Motor Vehicle FUEI TAXES ......cueeeeeeeeeeeeeeeeeeeeeeeeeeeccciirsnenas —
CiGarette TAXES.......oueceerii i —
ONEI TAXES vttt ettt aeaeaaaaas 1,492
Licenses, Permits and FEES ............ooeeeeeeeeeeeeeeeeeeeeerrrrnnnn. 308,233
Sales, Services and Charges ...........ccccovcveeevceeesceecnnen, 15,771
Federal GOVEIMMENT ............cooeeeeeeeeeeeeeeeeeeeeeeeeaaan 18,294
Tobacco SEtIEMENt.............cccceeeeeeeeeeeeeeeeeeiciireeveeeeeaeaenn —
INVeStMENt INCOME ...........cooeeeeeeeeeeeeeeeeeeeeeeaaaa e 9,642
(014 1= G ﬂ
TOTAL REVENUES........ccoesevueeeeeeeenenennneesesssssssssssssssnes 397,869
BUDGETARY EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education ..................... $ — — $ —
Higher Education SUppoOrt ...........cccecoieveeesceeseeceese — — —
Public Assistance and Medicaid ..............ccccccceeeeevvvunnnn. — — —
Health and Human Services .............ccccceeeeeeeevevevvvrennn. 235 231 4
Justice and Public Protection ..............ccccceeeueueeeeeeeennen. 488,307 448,591 39,716
Environmental Protection and Natural Resources ........ — — —
TranSPOrtation ............cccouevceeeeesieeeseieeeeee e — — —
General GOVEIMIMENL .......ueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeecinns — — —
Community and Economic Development ...................... — — —
CAPITAL OUTLAY eesevevvvvisssssssssssssssssennenennsesssssssssssnens 7,647 4,537 3,110
DEBT SERVICE..........ccceeeeeisersssssneneenenennnssssssssssssssssssssssssss 13,387 13,218 169
TOTAL BUDGETARY EXPENDITURES.............ccccceeuu. $ 509,576 466,577 $ 42,999
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES............. (68,708)
OTHER FINANCING SOURCES (USES):
BONAS ISSUEA .......ccooeeeeeeeeeeeeeeeeeeteeeeeee e —
TrANSTOIS=iN ..ot eeeeeeeeeeee e 93,209
TransferS-OUL ........cuvcueiiiieeeese e (36,776)
TOTAL OTHER FINANCING SOURCES (USES,.......... 56,433
NET CHANGE IN FUND BALANCES........ueeeererererrrrrererens (12,275)
BUDGETARY FUND BALANCES
(DEFICITS), JULY T aeeeeecenssssmnncssmessssanassssmnsssmnnnns 216,859
Outstanding Encumbrances at Beginning of Fiscal Year 33,171
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 .........eereeeeeereesemenrsnasssmnnnnsssssamnenenens $ 237,755
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NATURAL RESOURCES WILDLIFE AND WATERWAYS SAFETY
VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ — $ —
625 _
— 17,924
7,677 —
122,734 41,110
2,631 421
58,678 20,003
863 2,043
34,735 4,092
227,943 85,593
$ — — $ — $ — — $ —
623 406 217 — — —
308,810 264,489 44,321 102,293 89,115 13,178
5,090 4,510 580 — — —
6,472 6,179 293 — — —
— — — 26,844 10,261 16,583
$ 320,995 275,584 $ 45,411 $ 129,137 99,376 $ 29,761
(47,641) (13,783)
9,471 3,005
(6,300) (3,000)
3,171 5
(44,470) (13,778)
120,851 46,812
46,577 14,118
$ 122,958 $ 47,152
(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, 2006
(dollars in thousands)

(continued)
LOCAL INFRASTRUCTURE
AND TRANSPORTATION IMPROVEMENTS
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
INCOME TAXES ...ttt $ —
SAIES TAXES ... eeee et e et e e e csessinans —
Corporate and Public Utility Taxes ..........cccoeeveercveveennn.. —
Motor Vehicle FUEI TAXES ......cueeeeeeeeeeeeeeeeeeeeeeeeeeccecciranenas —
CiGarette TAXES.......ouecueerii e —
(0 (g =T G IF= 3 (== N —
Licenses, Permits and FEES ............ooeeeeeeeeeeeeeeeeeeeerrrnnnnnn. —
Sales, Services and Charges .............cccoccveceeciirceeenenane. —
Federal GOVEIMMENT ............coooeeeeeeeeeeeeieeeeeeeeeeaaan —
Tobacco Settlement............oueeeeeeeeeeeeeeeeeeieeeeeee e —
INVeStMENt INCOME ...........cooeeeeeeeeeeeeeeeeeeeeeaaaa e 8,458
(01 01 RSP UUPURUT 21,618
TOTAL REVENUES........ccoeseveeeeeeeenenenenneensesssssssssssssssnes 30,076
BUDGETARY EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education ..................... $ — — $ —
Higher Education Support ...........cccccoieveeeeceeseeiceena — — —
Public Assistance and Medicaid ................ccccccevevvvvunnnn. — — —
Health and Human Services ..............cccceeeeeeeevevvvvvrnnnn. — — —
Justice and Public Protection ............ccccceveeeeeeeeeveeennnn... — — —
Environmental Protection and Natural Resources ........ — — —
TranSPOrtation .............ccocuevcoeeeesiieeeseieeeeee e — — —
General GOVEIMIMENE .......eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeiinns — — —
Community and Economic Development ...................... 558,780 215,259 343,521
CAPITAL OUTLAY eeeeevevvvvisssssssssssssssssenmenennnssssssssssssnens — — —
DEBT SERVICE..........ccceeeevisessssnnnennenennnnnnessssssssssssssssssssssss — — —
TOTAL BUDGETARY EXPENDITURES.............c.ccceeuu.. $ 558,780 215,259 $ 343,521
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES............. (185,183)
OTHER FINANCING SOURCES (USES):
BONAS ISSUEA .......ccoeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaaa e 120,000
TrANSTOIS-IN ...ttt 63,830
TrANSTEIS-OUL ...ttt —
TOTAL OTHER FINANCING SOURCES (USES,.......... 183,830
NET CHANGE IN FUND BALANCES.........ueeeerererererrrererens (1,353)
BUDGETARY FUND BALANCES
(DEFICITS), JULY T aeeeeeesnessssmnncssmsssssanassssmnsssmnnnsns 230,981
Outstanding Encumbrances at Beginning of Fiscal Year 8
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 .........eeeeeeeereeeemenrenasssmnnnnsssssamnnnenens $ 229,636
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TOBACCO SETTLEMENT CLEAN OHIO PROGRAM

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ — $ —
- 1,634
294,725 —
5,782 2,340
2,544 107
303,051 4,081
— — $ — $ — — $ —
6,000 6,000 — — — —
126,505 18,224 108,281 — — —
10,778 10,205 573 — — —
7,325 6,940 385 14,188 13,593 595
228 224 4 — — —
136,735 135,374 1,361 183,155 143,191 39,964
287,571 176,967 $ 110,604 $ 197,343 156,784 $ 40,559
126,084 (152,703)
— 100,000
88,231 208
(321,459) (208)
(233,228) 100,000
(107,144) (52,703)
219,410 (27,590)
87,619 79,5653
$ 199,885 $ (740)
(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, 2006

(dollars in thousands)
(continued)

REVENUES:
Income Taxes ........cuuuu......
Sales Taxes .......ccccevvvvvvvennan.

Corporate and Public Utility Taxes ..........cccoeeveencveseennn..

Motor Vehicle Fuel Taxes .....
Cigarette Taxes.........c.........
Other Taxes ........ccceeeeeeeeeeenn.
Licenses, Permits and Fees .
Sales, Services and Charges

Federal GOVEIMMENT ............coooeeeeeeeeeeeeeeieeeeeeeeeeaaan
Tobacco Settlement............oeeeeeeeeeeeeeieeeeeeeeeeeee e,

BUDGETARY EXPENDITURES:

CURRENT OPERATING:

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

Higher Education Support

HIGHER EDUCATION IMPROVEMENTS

Public Assistance and Medicaid

Health and Human Services
Justice and Public Protection

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

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

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

CAPITAL OUTLAY ......

DEBT SERVICE............

TOTAL BUDGETARY EXPENDITURES........................
EXCESS (DEFICIENCY) OF REVENUES

OVER (UNDER) BUDGETARY EXPENDITURES

OTHER FINANCING SOURCES (USES):

Bonds Issued.................
Transfers-in ...................

Transfers-out ................

TOTAL OTHER FINANCING SOURCES (USES,..........
NET CHANGE IN FUND BALANCES..........ccocesvererirecrerirenae
BUDGETARY FUND BALANCES

(DEFICITS), JULY 1 .....
Outstanding Encumbrances at Beginning of Fiscal Year

BUDGETARY FUND BALANCES

(DEFICITS), JUNE 30 ..
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VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
$ —
5,185
219
5,404
— — $ —
889,603 514,116 375,487
889,603 514,116 $ 375487
(508,712)
300,000
300,000
(208,712)
(82,264)
215,827

$  (75,149)



HELP AMERICA VOTE ACT

TOTAL

VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
$ — $ 7,502
— 19,508
— 3,519
— 24,059
— 1
— 41,109
— 966,546
— 31,963
1 3,300,431
— 294,725
— 44,773
5 441,922
6 5,176,058
_ — $ — $ 1,769 790 $ 979
— — — 889,603 514,116 375,487
— — — 1,600,236 1,494,151 106,085
— — — 2,170,295 1,959,591 210,704
— — — 1,102,401 902,715 199,686
— — — 433,163 374,626 58,537
— — — 5,185 3,959 1,226
142,562 114,026 28,536 356,237 303,936 52,301
— — — 2,308,377 1,675,643 632,734
— — — 62,798 33,296 29,502
— — — 14,774 13,218 1,556
142,562 114,026 $ 28,536 $ 8,944,838 7,276,041 $ 1,668,797
(114,020) (2,099,983)
— 569,261
5,070 306,473
(5,070) (445,393)
_ 430,341
(114,020) (1,669,642)
82,367 577,796
36,985 1,575,396
$ 5332 $ 483550
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NONMAJOR DEBT SERVICE FUNDS

Debt Service Funds account for the resources accumulated and payments made for principal and in-

terest 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 water
pollution controls and improvements at higher
education facilities, parks, and natural re-
sources.

154

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 Vietnam 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 reuse of publicly and privately
owned lands, including those within urban ar-
eas.

The Chapter 154 Special Obligations Fund
accounts for the payment of principal and inter-
est on special obligation bonds issued to fi-
nance the construction of higher education fa-

cilities, mental health facilities, and 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 Cultural Facilities Commis-
sion.

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.

The OAKS Certificates of Participation Fund
accounts for the payment of certificate of par-
ticipation-related obligations that finance the
State’s enterprise resource planning system
project, known as the Ohio Administrative
Knowledge System (OAKS).

155



STATE OF OHIO

COMBINING BALANCE SHEET
NONMAJOR DEBT SERVICE FUNDS
JUNE 30, 2006

(dollars in thousands)

ASSETS:

Cash Equity with Treasurer . .......................
Cash and Cash Equivalents . ... ....................
Investments . ......... .. ...
Collateral on Lent Securities. . . .....................
Other Receivables . ............. ... ... cciiiiin..
Other ASSets. . . ...

TOTALASSETS....... ..ot

LIABILITIES AND FUND BALANCES:

LIABILITIES:

Accounts Payable. . ........ ... ... ... . .. ... ... ....
Accrued Liabilities. . . .......... ... ... . ... .. . ... ...
Obligations Under Securities Lending .. ..............
Payable to Component Units ... ....................
Refund and Other Liabilities . . ... ...................

TOTALLIABILITIES ...........cciiiiiiiinnnnn,

FUND BALANCES:
Reserved for:
Debt Service . . . .. ...
Other:
Assets in Excess of Debt Service Requirements . . ... ...

TOTAL FUND BALANCES . ..............ccvuunn,
TOTAL LIABILITIES AND FUND BALANCES. ..
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COAL RESEARCH/ HIGHWAY
DEVELOPMENT IMPROVEMENTS IMPROVEMENTS
GENERAL GENERAL GENERAL
OBLIGATIONS OBLIGATIONS OBLIGATIONS
$ 79 $ — $ —
— 130 55
44 — —
$ 123 $ 130 $ 55
$ — $ — $ —
44 — —
35 — —
— 130 55
79 130 55
44 — —
44 — —
$ 123 $ 130 $ 55




VIETNAM LOCAL
PUBLIC CONFLICT INFRASTRUCTURE
DEVELOPMENT HIGHWAY IMPROVEMENTS COMPENSATION IMPROVEMENTS STATE PROJECTS
GENERAL GENERAL GENERAL GENERAL GENERAL GENERAL
OBLIGATIONS OBLIGATIONS OBLIGATIONS OBLIGATIONS OBLIGATIONS OBLIGATIONS
$ — — $ — $ — $ 34 $ 67
268 170 149 28 — —
— — — — 19 38
$ 268 170 $ 149 $ 28 $ 53 $ 105
$ — — 8 — s — 3 — 8 —
— — — — 19 38
268 170 149 25 — —
268 170 149 25 19 38
— — — — 34 67
—_— JR— —_— 3 JR— —_—
— — — 3 34 67
268 170 $ 149 $ 28 $ 53 $ 105
(continued)
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STATE OF OHIO
COMBINING BALANCE SHEET
NONMAJOR DEBT SERVICE FUNDS
JUNE 30, 2006

(dollars in thousands)
(continued)

ASSETS:

Cash Equity with Treasurer . ... ....................
Cash and Cash Equivalents . . ......................
Investments . ......... ... . ...
Collateral on Lent Securities. . ... ..........c.cccoo....
Other Receivables . ............... .. ... iiiiin..
Other ASSEtS. . . ..o e

TOTALASSETS. ... ..o

LIABILITIES AND FUND BALANCES:

LIABILITIES:

Accounts Payable. . .. ...... ... ... .. .. . . ... . ...,
Accrued Liabilities. . ... ........ ... ... . . . ...,
Obligations Under Securities Lending .. ..............
Payable to Component Units ... ....................
Refund and Other Liabilities . . .. ....................

TOTALLIABILITIES .........cc.iviiiiiiiiinnnn,

FUND BALANCES:
Reserved for:
Debt Service . . . .. .o
Other:
Assets in Excess of Debt Service Requirements . . ... ...

TOTAL FUNDBALANCES ...............c.c.....
TOTAL LIABILITIES AND FUND BALANCES. . .

158

HIGHER COMMON
HIGHWAY EDUCATION SCHOOLS
CAPITAL CAPITAL CAPITAL
IMPROVEMENTS FACILITIES FACILITIES
GENERAL GENERAL GENERAL
OBLIGATIONS OBLIGATIONS OBLIGATIONS
$ 6,779 $ 134 $ 45
3,834 76 26
$ 10,613 $ 210 $ 71
$ — $ — $ —
3,834 76 26
3,834 76 26
6,779 134 45
6,779 134 45
$ 10,613 $ 210 $ 71




SCHOOL

CONSERVATION ECONOMIC INFRASTRUCTURE REVITALIZATION BUILDING
PROJECTS DEVELOPMENT BANK PROJECT CHAPTER 154 PROGRAM
GENERAL REVENUE REVENUE REVENUE SPECIAL SPECIAL
OBLIGATIONS BONDS BONDS BONDS OBLIGATIONS OBLIGATIONS
$ 77 $ — $ — $ — $ — $ —
— 5 — 10 8 —
— 11,675 1,922 4,359 3,044 367
43 — — — — —
$ 120 $ 11,680 $ 1,922 $ 4,369 $ 3,052 $ 367
$ — $ — $ — $ — $ — $ —
43 — — — — —
43 — — — 22 —
77 11,680 1,922 4,369 3,030 367
77 11,680 1,922 4,369 3,030 367
$ 120 $ 11,680 $ 1,922 $ 4,369 $ 3,052 $ 367
(continued)
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STATE OF OHIO

COMBINING BALANCE SHEET
NONMAJOR DEBT SERVICE FUNDS
JUNE 30, 2006

(dollars in thousands)
(continued)

ASSETS:

Cash Equity with Treasurer . ... ....................
Cash and Cash Equivalents . . ......................
Investments . ......... ... . ...
Collateral on Lent Securities. . ......................
Other Receivables . ............... ... .00 iuiiiin..
Other ASSEtS. . . ..o e

TOTALASSETS. ... ..o

LIABILITIES AND FUND BALANCES:

LIABILITIES:

Accounts Payable. . .. ...... ... ... .. .. . . ... . ...,
Accrued Liabilities. . ... ........ ... ... . . . ...,
Obligations Under Securities Lending .. ..............
Payable to Component Units ... ....................
Refund and Other Liabilities . . .. ....................

TOTALLIABILITIES .........cc.iviiiiiiiiinnnn,

FUND BALANCES:
Reserved for:
Debt Service . . . .. .o
Other:
Assets in Excess of Debt Service Requirements . . ... ...

TOTAL FUNDBALANCES ...............c.c.....
TOTAL LIABILITIES AND FUND BALANCES. . .

160

OHIO
BUILDING
AUTHORITY TRANSPORTATION OAKS
SPECIAL CERTIFICATES OF CERTIFICATES OF
OBLIGATIONS PARTICIPATION PARTICIPATION
$ — $ — $ —
2,047 944 4,200
8 Ju— Ju—
25 —_ —_
$ 2,080 $ 944 $ 4,200
$ 2 $ - $ -
1,661 — —
1,663 — —
417 944 4,200
417 944 4,200
$ 2,080 $ 944 $ 4,200




TOTAL

7,215
823
28,5658
4,080

25

40,709

22
4,080
35
2,458

6,597

34,109

34,112

40,709
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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, 2006

(dollars in thousands)

VIETNAM
COAL RESEARCH/ CONFLICT
DEVELOPMENT HIGHWAY COMPENSATION
GENERAL GENERAL GENERAL
OBLIGATIONS OBLIGATIONS OBLIGATIONS
REVENUES:
Investment Income. . .. ......... . . . . . .. $ 6 11 $ —
Other. . . . 19 — —
TOTALREVENUES . . .. ... e e e s e e s annsnnnnnns 25 11 —
EXPENDITURES:
DEBTSERVICE . .. ...ttt s et e s s e nssnmsannsannnnnnnnns 7,053 — —
TOTALEXPENDITURES ... ......o'cuesseurnsnnnnsnnnnnnns 7,053 — —
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . .......cocuseurnnnunnnnnns (7,028) 11 —
OTHER FINANCING SOURCES (USES):
Bonds and Certificates of Participation Issued. .. .............. — — —
Refunding Bonds Issued. . .. ......... ... ... .. ... ... ... . ... — — —
Payment to Refunded Bond Escrow Agents. . ................. — — —
Premiums . . ... .. e — — —
Transfers-in. . . .. ... ... . . 7,035 — —
Transfers-out . ... ... ... ... — (874) —
TOTAL OTHER FINANCING SOURCES (USES). . . . oo v e eeeenn.. 7,035 (874) —
NET CHANGE IN FUND BALANCES . . . ...« e i eaannnnnns 7 (863) —
FUND BALANCES, JULY 1 (asrestated) . ... ....covuuurnrennnnnnnns 37 863 3
FUND BALANCES, JUNE30.................cccvvun... $ 44 — $ 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
$ 102 $ 6 $ 2,718 $ 116 175 $ 28
130 38 81 108 182 35
232 44 2,799 224 357 63
158,308 25,374 182,476 140,385 191,600 10,238
158,308 25,374 182,476 140,385 191,600 10,238
(158,076) (25,330) (179,677) (140,161) (191,243) (10,175)

— — — — 608 —

— — — 49,495 71,900 —

— — — (53,916) (82,367) —
5511 — 5,961 18,035 29,5687 2,319
152,595 25,360 170,487 118,069 171,455 7,897
158,106 25,360 176,448 131,683 191,183 10,216
30 30 (3,229) (8,478) (60) 41
4 37 10,008 8,612 105 36
$ 34 $ 67 $ 6,779 $ 134 45 $ 77
(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, 2006

(dollars in thousands)

(continued)
ECONOMIC INFRASTRUCTURE REVITALIZATION
DEVELOPMENT BANK PROJECT
REVENUE REVENUE REVENUE
BONDS BONDS BONDS
REVENUES:
Investment Income . . .. ........ . . . . . ... $ 405 $ 1,904 $ 99
OtRer. . . o — — —
TOTALREVENUES. . ... ...t s s m s esnnansnnnnnnnnnnnnns 405 1,904 99
EXPENDITURES:
DEBTSERVICE . .. ...t e st e s s e asa e asannannnannnnns 27,890 75,5692 5,437
TOTALEXPENDITURES . . oo v i ittt e essseensennnsennns 27,890 75,592 5,437
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . .. oo v v iteeisennsennnnnns (27,485) (73,688) (5,338)
OTHER FINANCING SOURCES (USES):
Bonds and Certificates of Participation Issued. .. .............. 739 — —
Refunding Bonds Issued. . .. ...... ... .. ... .. . .. . ... — — —
Payment to Refunded Bond Escrow Agents. . ................. — — —
Premiums . . .. ... s — 1,109 1,541
Transfers-in. . . .. ... ... 28,876 73,373 5,288
Transfers-out . ... ... ... . — — —
TOTAL OTHER FINANCING SOURCES (USES). . . . . .o v eaun 29,615 74,482 6,829
NET CHANGE IN FUND BALANCES . .. ... ... i et eiannnannnn 2,130 794 1,491
FUND BALANCES, JULY 1 (asrestated) . . . ..o vvueeueeneenennnenns 9,550 1,128 2,878
FUND BALANCES, JUNE 30..............c.cccvvuiina... $ 11,680 § 1,922 § 4,369
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SCHOOL OHIO
BUILDING BUILDING
CHAPTER 154 PROGRAM AUTHORITY TRANSPORTATION OAKS
SPECIAL SPECIAL SPECIAL CERTIFICATES OF CERTIFICATES OF
OBLIGATIONS OBLIGATIONS OBLIGATIONS PARTICIPATION PARTICIPATION TOTAL

145  $ 15 8 — $ 69 § 194 8 5,993

— — 627 696 — 1,916

145 15 627 765 194 7,909
303,355 31,698 293,318 763 2,917 1,456,404
303,355 31,698 293,318 763 2,917 1,456,404
(303,210) (31,683) (292,691) 2 (2,723) (1,448,495)
— — 288 — — 1,635

_ — 34,845 — — 156,240

— — (36,487) — — (172,770)

1,502 — 1,937 — — 67,502
300,845 31,685 275,033 — — 1,367,998
— — — — — (874)
302,347 31,685 275,616 — — 1,419,731
(863) 2 (17,075) 2 (2,723) (28,764)
3,893 365 17,492 942 6,923 62,876
3030 $ 367 417 § 944 § 4200 § 34,112
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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, 2006

(dollars in thousands)

COAL RESEARCH/DEVELOPMENT
GENERAL OBLIGATIONS

VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
INVestMEnt INCOME ..........ccoeeeeeeeeeeeeeeeeeeeee e $ 6
(@1 1= N 7,088
TOTAL REVENUES........eeeeeeeeeeeeeeeeeeeesrssssesssssssssssssssssnan 7,094
BUDGETARY EXPENDITURES:
DEBT SERVICE..........ccoceieiviissssssuenenennenenssssssssssssssssssssssssssss $ 7,071 7,053 $ 18
TOTAL BUDGETARY EXPENDITURES............c.cceeeun... $ 7,071 7,053 $ 18
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. 41
OTHER FINANCING SOURCES (USES):
BONAS ISSUBQ........eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaeeeeeeeen —
TrANSTEISIN ..ottt e e e e e e e e e —
TrANSTEIS-OUL ...t —
TOTAL OTHER FINANCING SOURCES (USES,........... —
NET CHANGE IN FUND BALANCES.........ueeeeeeererereervnrnnnns 41
BUDGETARY FUND BALANCES
(DEFICITS), JULY Taeeeeeeeeeeteerseereennerssassamnenessssssmnnnnnsanan 37
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 .........eceeeeereceeemneressssnmnnnsssssssnennsssns $ 78

166



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)
$ 11 $ 102
_ 152,595
11 152,697
$ — — $ — $ 163,131 157,571 $ 5,560
— — $ — $ 163,131 157,571 $ 5,560
11 (4,874)
250 4,904
(874) -
(624) 4,904
(613) 30
613 4
$ — $ 34

(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, 2006

(dollars in thousands)

(continued)
STATE PROJECTS GENERAL OBLIGATIONS
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
INVEStMENt INCOME ........eeeeeeeeeeeeeeeeeeeeeeeeeeeeee e 6
(@1 1= N 25,361
TOTAL REVENUES........eeeeeeeeeeeeeeeeeeeesrssessssssssssssssssssanan 25,367
BUDGETARY EXPENDITURES:
DEBT SERVICE..........ccceieiviisissssenenennenennesessssssssssssssssssssssas $ 26,166 25,374 $ 792
TOTAL BUDGETARY EXPENDITURES..............ccceeun... $ 26,166 25,374 $ 792
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. (7)
OTHER FINANCING SOURCES (USES):
BONAS ISSUBT........ueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeesereeeeeen 37
TrANSTEIS=IN ...ccceeeeeeeeeeeeeeeeeeteeeeee e e e e et e e eeese s —
TrANSTEIS-OUL ...ttt —
TOTAL OTHER FINANCING SOURCES (USES,........... 37
NET CHANGE IN FUND BALANCES.........ueeeeeeererereenenrnnnns 30
BUDGETARY FUND BALANCES
(DEFICITS), JULY Taeeeeeeeeeereereeereeneersssssamnensssssssmnnnnsnannn 37
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 .........eeeeeereceeemneresssssnennssssssssnnnnsssns 67
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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)
$ 2,718 $ 116
—_ 118,069
2,718 118,185
$ 181,164 181,164 $ — $ 140,600 134,230 $ 6,370
$ 181,164 181,164 $ — $ 140,600 134,230 $ 6,370
(178,446) (16,045)
4,729 7,566
170,487 —
175,216 7,566
(3,230) (8,479)
10,009 8,613
$ 6,779 $ 134
(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, 2006

(dollars in thousands)

(continued)
COMMON SCHOOLS CAPITAL FACILITIES
GENERAL OBLIGATIONS
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
INVestMEnt INCOME ..........ccoeeeeeeeeeeeeeeeeeeeee e $ 175
(@1 1= N 171,456
TOTAL REVENUES..........oueeeeeevcereerssssennssssssssenssssssssanns 171,631
BUDGETARY EXPENDITURES:
DEBT SERVICE.........cccosvetseeeesssssssnessssssssnsssssssssnssssssssssnnes $ 200,725 188,886 $ 11,839
TOTAL BUDGETARY EXPENDITURES.............c.c.ccc..... $ 200,725 188,886 $ 11,839
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. (17,255)
OTHER FINANCING SOURCES (USES):
BONAS ISSUEQ........oeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseveeeeeaes 17,196

TrANSTEISIN ..ottt e e e e e eeee e e —
TrANSTEIS-OUL ...t —

TOTAL OTHER FINANCING SOURCES (USES,........... 17,196
NET CHANGE IN FUND BALANCES............cceouvrersvrsersrenas (59)
BUDGETARY FUND BALANCES

(DEFICITS), JULY T.uerierecevisesesisenisssesisssessnssenaseas 104
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 .....cucoererrireririrersresesssesssessesssesssnises $ 45
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CONSERVATION PROJECTS GENERAL OBLIGATIONS

TOTAL
VARIANCE VARIANCE
WITH WITH
FINAL FINAL
BUDGET BUDGET BUDGET BUDGET
POSITIVE/ POSITIVE/
FINAL ACTUAL (NEGATIVE) FINAL ACTUAL (NEGATIVE)
28 $ 3,162
7,898 482,467
7,926 485,629
14,687 9,917 4,770 $ 733,544 704,195 $ 29,349
14,687 9,917 4,770 $ 733544 704,195 $ 29,349
(1,991) (218,566)
2,032 36,714
— 170,487
— (874)
2,032 206,327
41 (12,239)
36 19,453
77

3 7,214
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NONMAJOR CAPITAL PROJECTS FUNDS

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.

The OAKS Project Fund accounts for certifi-
cate of participation proceeds that finance the
costs of the Ohio Administrative Knowledge
System (OAKS) project, which is a statewide
enterprise resource planning system.
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STATE OF OHIO

COMBINING BALANCE SHEET
NONMAJOR CAPITAL PROJECTS FUNDS
JUNE 30, 2006

(dollars in thousands)

ASSETS:

Cash Equity with Treasurer . ... ....................
Investments . ......... ... . ...
Collateral on Lent Securities. . . .....................
Other Receivables . ............... ... . .c.ciuiuiin..

TOTALASSETS...........coiiiii

LIABILITIES AND FUND BALANCES:

LIABILITIES:
Accounts Payable. . .. ...... ... .. ... ... . . ... . . ...
Obligations Under Securities Lending .. ..............

TOTALLIABILITIES ...........cciiiiiiiinnnnn,

FUND BALANCES:
Reserved for:

Encumbrances . ............ . . . ...
Unreserved/Undesignated (Deficits). . .. ..............

TOTAL FUNDBALANCES . ................coo.
TOTAL LIABILITIES AND FUND BALANCES. ..

174

MENTAL HEALTH/

MENTAL

INFRASTRUCTURE RETARDATION PARKS AND

BANK FACILITIES RECREATION
OBLIGATIONS IMPROVEMENTS IMPROVEMENTS
$ 25,892 $ 6,648 $ 13,538
14,644 3,760 7,657
$ 40,536 $ 10,408 $ 21,195
$ 3,332 $ 2,160 $ 323
14,644 3,760 7,657
17,976 5,920 7,980
157,664 18,309 7,989
(135,104) (13,821) 5,226
22,560 4,488 13,215
$ 40,536 $ 10,408 $ 21,195




ADMINISTRATIVE YOUTH ADULT HIGHWAY OHIO PARKS
SERVICES SERVICES CORRECTIONAL SAFETY AND HIGHWAY
BUILDING BUILDING BUILDING BUILDING NATURAL CAPITAL
IMPROVEMENTS IMPROVEMENTS IMPROVEMENTS IMPROVEMENTS RESOURCES IMPROVEMENT
$ 15,223 $ 6,020 $ 41,934 $ 2,232 $ 13,925 $ 138,201
8,609 3,405 23,717 1,262 7,876 78,163
$ 23,832 $ 9,425 $ 65,651 $ 3,494 $ 21,801 $ 216,364
$ 3,563 $ 514 $ 2,234 $ — $ 821 $ 12,078
8,609 3,405 23,717 1,262 7,876 78,163
12,172 3,919 25,951 1,262 8,697 90,241
26,029 9,019 26,406 1,368 12,127 195,165
(14,369) (3,513) 13,294 864 977 (69,042)
11,660 5,506 39,700 2,232 13,104 126,123
$ 23,832 $ 9,425 $ 65,651 $ 3,494 $ 21,801 $ 216,364
(continued)
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STATE OF OHIO

COMBINING BALANCE SHEET
NONMAJOR CAPITAL PROJECTS FUNDS
JUNE 30, 2006

(dollars in thousands)
(continued)

ASSETS:

Cash Equity with Treasurer . ... ....................
Investments . ......... . ... ...
Collateral on Lent Securities. . ... ...........c........
Other Receivables . .............. ... .. ..........

TOTALASSETS. ... ..o

LIABILITIES AND FUND BALANCES:

LIABILITIES:
Accounts Payable. . .. ...... ... ... .. .. . . ... . ...,
Obligations Under Securities Lending .. ..............

TOTAL LIABILITIES . .......ccoeiieiniiinnnns

FUND BALANCES:
Reserved for:
Encumbrances . . ... ... ... ...

Unreserved/Undesignated (Deficits). . .. ..............
TOTAL FUND BALANCES . ...........cccvviveunns
TOTAL LIABILITIES AND FUND BALANCES. ..

176

OAKS PROJECT TOTAL
$ — 263,613
53,736 53,736
— 149,093
203 203
$ 53,939 466,645
$ 4,042 29,067
— 149,093
4,042 178,160
— 454,076
49,897 (165,591)
49,897 288,485
53,939 466,645
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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, 2006

(dollars in thousands)

MENTAL HEALTH/

MENTAL
INFRASTRUCTURE RETARDATION PARKS AND
BANK FACILITIES RECREATION
OBLIGATIONS IMPROVEMENTS IMPROVEMENTS
REVENUES:
Sales, Servicesand Charges .. ... ... . $ — $ 57 $ —
InvestmentIncome . . ... ....... . . . . . . ... 1,271 589 665
Other. . . . — 181 —
TOTALREVENUES . . . ..ot iei it e e saeanaanaannnnnns 1,271 827 665
EXPENDITURES:
CAPITAL OUTLAY . o oo ettt et e st s s s m s anmsannsannnnnnnns 117,619 28,008 8,802
DEBTSERVICE . ..ot it e s asae s s s aean e s nananannennns — — —
TOTALEXPENDITURES . . . .o o e it it e e e eaaeaeaanannns 117,619 28,008 8,802
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . . . . .ot i i ciieeaeaanas (116,348) (27,181) (8,137)
OTHER FINANCING SOURCES (USES):
Bonds and Certificates of Participation Issued. .. .............. 99,270 30,000 —
Premiums . . . ... .. 3,052 — —
TOTAL OTHER FINANCING SOURCES (USES). . . . . .o v eaun 102,322 30,000 —
NET CHANGE IN FUND BALANCES . . .. .o iiieia i aaannnnnns (14,026) 2,819 (8,137)
FUND BALANCES, JULY 1 . o o e ittt et et aa e ensneanannaanannns 36,586 1,669 21,352
FUND BALANCES, JUNE 30..............c.cccvvuiina... $ 22,560 $ 4488 $ 13,215
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ADMINISTRATIVE

YOUTH

ADULT HIGHWAY OHIO PARKS
SERVICES SERVICES CORRECTIONAL SAFETY AND HIGHWAY
BUILDING BUILDING BUILDING BUILDING NATURAL CAPITAL
IMPROVEMENTS IMPROVEMENTS IMPROVEMENTS IMPROVEMENTS RESOURCES IMPROVEMENT
$ — $ — $ — $ — $ — $ —
1,900 320 2,258 126 783 3,119
49 — 71 — 245 —
1,949 320 2,329 126 1,028 3,119
69,581 11,150 32,991 2,825 12,199 158,271
1,649 676 — — — _
71,230 11,826 32,991 2,825 12,199 158,271
(69,281) (11,506) (30,662) (2,699) (11,171) (155,152)
— 14,711 — — — 180,000
— 14,711 — — — 180,000
(69,281) 3,205 (30,662) (2,699) (11,171) 24,848
80,941 2,301 70,362 4,931 24,275 101,275
$ 11,660 3 5,506 $ 39,700 3 2232 % 13,104 $ 126,123
(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, 2006

(dollars in thousands)
(continued)

REVENUES:
Sales, Servicesand Charges . ... ...........c.. ...
Investment Income . ... ........ . . . . . . ...

EXPENDITURES:
CAPITALOUTLAY . . . ettt ettt e e e et eaaaannnas
DEBTSERVICE . ...ttt ettt iiiieeeeaaannns
TOTALEXPENDITURES .. .....oiieennniininnnennnnnns

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

OTHER FINANCING SOURCES (USES):
Bonds and Certificates of Participation Issued. .. ..............
Premiums . . . ... .

TOTAL OTHER FINANCING SOURCES (USES). . . . . oo ccviinnns
NET CHANGE IN FUND BALANCES . ...... .. iiiiiieeiiinnnnns

FUND BALANCES, JULY 1 . . ..ttt ssnnnnnnnnnnnnnannns

FUND BALANCES, JUNE 30.................cccvivnnnn.

180

OAKS PROJECT TOTAL

— 57
2,497 13,528
— 546
2,497 14,131
23,323 464,769
— 2,325
23,323 467,094
(20,826) (452,963)
— 323,981

— 3,052

— 327,033
(20,826) (125,930)
70,723 414,415
49,897 288,485
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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, 2006

(dollars in thousands)

INFRASTRUCTURE BANK OBLIGATIONS

VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
Sales, Services and ChArges............ccoceevceeevcceiesceeesnen, $ —
INvestment INCOME ..o 1,272
(@1 1= (N —
TOTAL REVENUES........eeeeeeeeeeeeeeeererssessssssssssssssssssssanen 1,272
BUDGETARY EXPENDITURES:
CAPITAL OUTLAY eeeevecrersseseneenenennsnssnssssssssssssssssssssss $ 295,370 173,689 $ 121,681
DEBT SERVICE.........ccccviiiiiisisissssuueuenenensssssssssssssssssssssssssens — — —
TOTAL BUDGETARY EXPENDITURES.............cccceeuueu.. $ 295,370 173,689 $ 121,681
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. (172,417)

OTHER FINANCING SOURCES (USES):
BONAS ISSUE.........cccoeeeeeeeeeeeeeeeeeeeteeeeeeeeeeeeeeaae e —

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

NET CHANGE IN FUND BALANCES..........oeeeererrrcrersannn. (172,417)
BUDGETARY FUND BALANCES

(DEFICITS), JULY T eeeeeetrereereeraseesesnnssmnsssnnssnssssnessnnnans (11,957)
Outstanding Encumbrances at Beginning of Fiscal Year 49,271
BUDGETARY FUND BALANCES

(DEFICITS), JUNE 30 .......corereeeeeremescenrsnnssanessensssnnssansssnnas $ (135,103)
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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)
$ 57 $ —
589 665
182 —
828 665
$ 78,442 51,010 $ 27,432 $ 43,336 17,380 $ 25,956
$ 78,442 51,010 $ 27,432 $ 43,336 17,380 $ 25,956
(50,182) (16,715)
30,000 —
30,000 —
(20,182) (16,715)
(27,532) 12,682
33,851 9,347
3 (13,863) $ 5,214
(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, 2006

(dollars in thousands)

(continued)
ADMINISTRATIVE SERVICES BUILDING IMPROVEMENTS
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
Sales, Services and Charges.............ccoceuwveeeecceiesceeenieenn, $ —
INvestment INCOME ...........cccoeecceeeeeeeeeeaeaaa e 1,900
(@1 =] G USRS 49
TOTAL REVENUES.........eeeeeeeeeeereseeesasenesssnensssnnenan 1,949
BUDGETARY EXPENDITURES:
CAPITAL OQUTLAY aeeeeerereresseerssseessssanssssssnssssssnssssnnsssns $ 154,311 101,722 $ 52,589
DEBT SERVICE.......o.eeeeeeeeeeeeeeerssesesssnsssssnnssssnssssannessnes 1,649 1,649 —
TOTAL BUDGETARY EXPENDITURES............ccccceuueuu. $ 155,960 103,371 $ 52,589
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. (101,422)
OTHER FINANCING SOURCES (USES):
Bonds ISSUEQ..............uuuurereeeeeeeeeeieieieeeee ettt —
TOTAL OTHER FINANCING SOURCES (USES,........... —
NET CHANGE IN FUND BALANCES.............eeeeeeeeecnersenns (101,422)
BUDGETARY FUND BALANCES
(DEFICITS), JULY T eeeeeeeeerereereeraseesennssmnsssnessnssssnessnnnsns 46,837
Outstanding Encumbrances at Beginning of Fiscal Year 39,562
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 .....cc.eeeereereeeeeersereessssenesssenssssnnnssnes $ (15,023)
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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)
$ — $ —
320 —
320 - -
$ 32,102 22,214 $ 9,888 $ 6 — $ 6
676 676 — — — —
$ 32,778 22,890 $ 9,888 $ 6 — $ 6
(22,570) -
14,711 -
14,711 —
(7,859) —
(15,924) —
20,212 —
$ (3,571) $ —
(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, 2006

(dollars in thousands)

(continued)
ADULT CORRECTIONAL BUILDING IMPROVEMENTS
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
Sales, Services and Charges...........cccoceeveveeveceiesceeesnnnn, $ —
INvestment INCOME ..o 2,258
(@1 =] USRS 72
TOTAL REVENUES........oeeeeeeeeeereseeesasenessssnensssnnenan 2,330
BUDGETARY EXPENDITURES:
CAPITAL OQUTLAY aeeeeerrerereersssenssssansssssmnsssssnnssssnnsssns $ 161,140 73,341 $ 87,799
DEBT SERVICE.......o.eeeeeeeeeeeceevssenesssnsssssnnssssnssssannsssnes — — —
TOTAL BUDGETARY EXPENDITURES............cceceeue.... $ 161,140 73,341 $ 87,799
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. (71,011)
OTHER FINANCING SOURCES (USES):
Bonds ISSUEQ..............eueuurereeeeieeeeeieieieeeee ettt —
TOTAL OTHER FINANCING SOURCES (USES,........... —
NET CHANGE IN FUND BALANCES.............ereeeeeeecneraanns (71,011)
BUDGETARY FUND BALANCES
(DEFICITS), JULY T eeeeeeeerereereeseseascsnnssmnsssnnssnssssnessnnssns 38,598
Outstanding Encumbrances at Beginning of Fiscal Year 43,378
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 .....cc.eeeeeeeerereeeerseseessssnessssenssssnnnssnes $ 10,965
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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)
127 783
— 246
127 1,029
8,070 4,490 $ 3,680 58,748 25,623 $ 33,125
8,070 4,490 $ 3,580 58,748 25,623 $ 33,125
(4,363) (24,594)
(4,363) (24,594)
3,347 14,136
1,880 10,949
864 491
(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, 2006

(dollars in thousands)

(continued)
HIGHWAY CAPITAL IMPROVEMENT
VARIANCE
WITH
FINAL
BUDGET BUDGET
POSITIVE/
FINAL ACTUAL (NEGATIVE)
REVENUES:
Sales, Services and Charges..........ccccocueweeeeecceeesceeennenn. $ —
INvestment INCOME ...........cccooeeeceeeeeeeeeeaaaa e, 3,119
(@1 =] GRS UURUR —
TOTAL REVENUES..........eeeeeeerceereenesssssennensnssnnns 3,119
BUDGETARY EXPENDITURES:
CAPITAL OQUTLAY eeeeererereseerssseessasansssssmnsssssnnssssnnsssns $ 661,359 372,080 $ 289,279
DEBT SERVICE.........ooueeeeeeeeeeeeesessmeeessssssnnnssssssssnnnnsssssssanes — — —
TOTAL BUDGETARY EXPENDITURES...........cccceeuueuu. $ 661,359 372,080 $ 289,279
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES.............. (368,961)
OTHER FINANCING SOURCES (USES):
Bonds ISSUEQ..............uuuurereeeeeeeeeeieieieeeeeee ettt 180,000
TOTAL OTHER FINANCING SOURCES (USES,)........... 180,000
NET CHANGE IN FUND BALANCES...........eeeerererne (188,961)
BUDGETARY FUND BALANCES
(DEFICITS), JULY T ceeeeeeeercenssesansssssmnnsssmnssssannnsnes (99,682)
Outstanding Encumbrances at Beginning of Fiscal Year 219,626
BUDGETARY FUND BALANCES
(DEFICITS), JUNE 30 ........eeeeeeereceemeesesssssnennssssssssnnnnssssns $ (69,017)
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TOTAL

BUDGET

FINAL

ACTUAL

VARIANCE
WITH
FINAL
BUDGET
POSITIVE/
(NEGATIVE)

$

1,492,884
2,325

57
11,033
549

11,639

841,549
2,325

$

651,335

$

1,495,209

843,874

$

651,335

(832,235)

224,711

224,711

(607,524)

(39,595)

428,076

(219,043)
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NONMAJOR ENTERPRISE FUNDS

Enterprise Funds may be used to report any activity for which a fee is charged to external users for

goods or services.

The Ohio Building Authority Fund accounts
for the Authority’s local government office build-
ing lease operations and for the maintenance of
all government office buildings owned or leased
by the Authority.

The Tuition Trust Authority Fund accounts for
the operations of the Ohio Tuition Trust Author-
ity, including the sale of tuition credits under its
guaranteed return option program.

The Liquor Control Fund accounts for the
State’s liquor sales operations of the Ohio De-
partment of Commerce’s Division of Liquor
Control.

The Underground Parking Garage Fund ac-
counts for the operations of the State’s under-
ground parking facilities at Capitol Square in
Columbus.

The Office of Auditor of State 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.
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STATE OF OHIO

COMBINING STATEMENT OF NET ASSETS
NONMAJOR PROPRIETARY FUNDS -- ENTERPRISE
JUNE 30, 2006

(dollars in thousands)

192

OHIO TUITION
BUILDING TRUST LIQUOR
AUTHORITY AUTHORITY CONTROL
ASSETS:

CURRENT ASSETS:

Cash EQUIty With Tr@ASUIEN ............cccoueeuerceesieeeiieieseeieseeeieeeeseens $ — $ 423 $ 14,925
Cash and Cash EQUIVAIENTS.............c.ccoveeeeceeeiesieeee e 516 2,328 8,796
Collateral on Lent SECUITHES. ..........cccccvueeeeeeeeeesieeeeeieeeicieeeseieaenn, — 243 8,441
Restricted Assets:

INVESTMENES. ...ttt e s 28,340 81,200 —
Intergovernmental Receivable.................ccocceevoieioeeciiiieeseeiene — — —
Interfund ReceiVable..................cccueeeeeeeeeeceeeeieeeeteee e 1 — —
Other Receivables 5,665 4,781 17
Inventories.............. — — 36,414
OBNEI ASSEIS.c...eeeeeeee ettt e ettt e ettt e e steaeeseaeessaaaeansnannnnes 486 240 130

TOTAL CURRENT ASSETS. 35,008 89,221 68,723
NONCURRENT ASSETS:

Restricted Assets:

INVESTMENLS. .....eeeeeeeeseee et se ettt e este e sta e e sea e e aaneeennes — 702,259 —
Investments — 75,668 —
Interfund RecCeiVabIe.................ccccueeeeceeeeesieeesciaeeseaeesaa s — — —
Other RECEIVADIES.............c.eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e eseeae e 3,244 — —
Other ASSELS.....veeeeeeaeeciaeesieeesiieaenns e 7 — —
Capital Assets Being Depreciated, Net... — 265 1,142
Capital Assets Not Being Depreciated...............ccceuveivceerceencnesncn. — — —

TOTAL NONCURRENT ASSETS. 3,251 778,192 1,142

TOTAL ASSETS. 38,259 867,413 69,865

LIABILITIES:

CURRENT LIABILITIES:

Accounts Payable................cooceeoeeiieeee e 2,874 — 23,745
Accrued Liabilities..............ccceeecueeeanns 59 108 958
Obligations Under Securities Lending..............cccocceveeeeceesveceennene. — 243 8,441
Intergovermental Payable.................ccovceeioiesieiiiieieeeeeeeeee — — 434
Interfund Payabile................ — — 3,107
Unearned Revenue... — — —
Benefits Payable.............ccoouuieieeaieeeeeeeseee e — 81,200 —
Refund and Other Liabillties. ..............cccvueeecueeessieeessiieeescienessinnn 12z — 2,869
Bonds and Notes Payable...................ccouauiooieeioiiaiiiiaeeiieeeee 4,653 — —

TOTAL CURRENT LIABILITIES. 7,708 81,551 39,555
NONCURRENT LIABILITIES:

Interfund Payable..............ccooce e — — 2,116
Benefits Payable.... — 1,014,700 —
Refund and Other Liabilities... — — 2,532
Bonds and Notes Payable.................ccowouevoeeviieiiiiiiesiesieeseees 2,510 — —

TOTAL NONCURRENT LIABILITIES 2,510 1,014,700 4,648

TOTAL LIABILITIES. 10,218 1,096,251 44,203
NET ASSETS:

Invested in Capital Assets, Net of Related Debi.................ccccce..... — 265 1,142
Unrestricted (DEfiCilS)..........cccuueieeeeeeeie et 28,041 (229,103) 24,520
TOTAL NET ASSETS (DEFICITS) 28,041 (228,838) $ 25,662




TOTAL

UNDERGROUND OFFICE OF NONMAJOR
PARKING AUDITOR PROPRIETARY
GARAGE OF STATE FUNDS

811 10,352 26,517
— — 11,640
459 — 9,143
— — 109,540
— 8,966 8,966
— 1,910 1,911
— — 10,463
— — 36,414
9 390 1,255
1,279 21,618 215,849
— — 702,259
— — 75,668
— 7,374 7,374
— — 3,244
— — 7
6,151 3,139 10,697
778 — 778
6,929 10,513 800,027
8,208 32,131 1,015,876
101 499 27,219
72 3,563 4,761
459 — 9,143
— — 434
3 — 3,110
11 — 11
— — 81,200
22 953 3,966
— — 4,653
668 5,015 134,497
332 — 2,448
— — 1,014,700
101 14,274 16,907
— — 2,510
433 14,274 1,036,565
1,101 19,289 1,171,062
6,929 3,126 11,462
178 9,716 (166,648)
7,107 12842 § (155,186)
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STATE OF OHIO

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2006
(dollars in thousands)

OPERATING REVENUES:
Charges for Sales and SEIViCes...........cccuouvcveevceriiiesinaieens
INVESEMENT INCOME............ccceeeeeeeeeeeeeeeeeeee e
(0101

TOTAL OPERATING REVENUES............oovervvvveennrrrrssans
OPERATING EXPENSES:
Costs of Sales and SerViCeSs.........uueeeeeeeeeeeeeeeeeiiiieieieeeeeecennn
AAMUNISHALION. ....cceeeeeeieiieieeeeeeeeeeeeeeeeeeeeeeeceeeereeeaeaeaaaaaeeans
Benefits and ClaimS..............cooueeeeeeeeeeereeeieieeieieeeaaaeaeen

DEPIreCIAtION. .........ceeeeeeeeeeeeee e
(@11

TOTAL OPERATING EXPENSES..........ommeeeeeeereerercrsnnnnns
OPERATING INCOME (LOSS)......cccurcsamersasnssssmnssssnnnsans
NONOPERATING REVENUES (EXPENSES):
Investment INCOME.............ccccveeeeeeeeiiieeeeseeee e
INterest EXPENSE. ........cccvvevcieeieieeecieeeee e

Federal Grants...........oouueeeeeeeeeeeeereeeieeeeeeeeeeeeeee e eeeseeeeeeeean
(0101

TOTAL NONOPERATING REVENUES (EXPENSES,).......
INCOME (LOSS) BEFORE TRANSFERS............cccovveviererunen.

TRANSFERS:
TrANSTEISAN....cccceeeeeeeeeeeeee et eeeeeeee e e e e aeeeeeaas
TrANSTEIS-OUL........uveeerreeereieieieieieiaeee e eeeeeeeeeeeeeeeessssssssereeees

TOTAL TRANSFERS.......cieriececsecnsse s sssesenssesans
NET INCOME (LOSS)......coosumverirerseriressenssesssnssesssesssnssessssssensns

NET ASSETS (DEFICITS), JULY 1 (as restated).................
NET ASSETS (DEFICITS), JUNE 30.......ooeeererersererrssserrnen
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OHIO TUITION
BUILDING TRUST LIQUOR
AUTHORITY AUTHORITY CONTROL

$ 24424 § 9,289 605,531

— 69,629 —
1,815 — 1,374
26,239 78,918 606,905
21,160 — 364,477
2,514 10,305 57,122

— 56,847 —
— 10 796
1,491 — 978
25,165 67,162 423,373
1,074 11,756 183,532

1,741 — —

(632) — —

1,109 — —
2,183 11,756 183,532

22,581 — —
(23,573) — (176,879)
(992) — (176,879)
1,191 11,756 6,653
26,850 (240,594) 19,009
$ 28,041 $ (228,838) 25,662




TOTAL

UNDERGROUND OFFICE OF NONMAJOR
PARKING AUDITOR PROPRIETARY
GARAGE OF STATE FUNDS

2589 § 42,110 § 683,943
— — 69,629
1 1,327 4,517
2,590 43,437 758,089
— 61,762 447,399
2,411 8,095 80,447
— — 56,847
567 1,468 2,841
15 13 2,497
2,993 71,338 590,031
(403) (27,901) 168,058
42 — 1,783
— (41) (673)
— 107 107
— (350) (350)
42 (284) 867
(361) (28,185) 168,925
— 30,642 53,223
(757) — (201,209)
(757) 30,642 (147,986)
(1,118) 2,457 20,939
8,225 10,385 (176,125)
7,107 $ 12,842 § (155,186)
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STATE OF OHIO

COMBINING STATEMENT OF CASH FLOWS

NOMAJOR PROPRIETARY FUNDS - ENTERPRISE

FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from CUSIOMEIS...........ccccceueeeeeceeeeeiieeeeeeieeeeeeeeeaann
Cash Received from Interfund Services Provided..............c.cc.cccuue.....
Other Operating Cash RECEIPLS. ..........c.ooveueioeeeeieiiesieeeeseeaees

Cash Payments to Suppliers for Goods and Services............ccc.c......

Cash Payments to Employees for Services....................
Cash Payments for Interfund Services Used....
Other Operating Cash Payments.............cccceeeeveereeeerceeseesieseesieene

NET CASH FLOWS PROVIDED (USED) BY
OPERATING ACTIVITIES.

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

TIANSTEIS N ...eeeeeee ettt e st a e sttt e e saeesneaeenneaeeas
TrANSTEIS-OUL ..ottt e eeeestaaa e e s
FEACTAl GIraANTS........eveeeeeeeeeeee et e sttt sea e e sta e esaaaeananes
NET CASH FLOWS PROVIDED (USED) BY

NONCAPITAL FINANCING ACTIVITIES.

CASH FLOWS FROM CAPITAL

AND RELATED FINANCING ACTIVITIES:
Principal Payments on Bonds and Capital Leases...............cccccucu....
INTErESt PaIQ ..........coooeeeeeeeeeeeee e
Acquisition and Construction of Capital ASSetS .........cccccceereeevrcvennen.
Principal Receipts on Capital Leases Receivable....
Proceeds from Sales of Capital ASSEtS ........c.cccceeeeereioeeiiesiieeee
NET CASH FLOWS PROVIDED (USED) BY

CAPITAL AND RELATED FINANCING ACTIVITIES.......ccccocvsueun

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of INVESIMENLS...........cc.eeeeeceeeeesieeeseieeesiaeesaeessieaeennes
Proceeds from the Sales and Maturities of Investments ...
Investment InCOmMe RECEIVED ............cccoueeeeceeeeesceieeecieeeecieeesiaaenns

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
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OHIO TUITION
BUILDING TRUST LIQUOR
AUTHORITY AUTHORITY CONTROL
25,001 — $ 605,842
1,270 — 5
1,968 7,992 1,379
(25,152) (1,753) (407,784)
(1,159) (6,885) (17,348)
— (174) (1,666)
— (68,893) (158)
1,928 (69,713) 180,270
22,581 — —
(23,573) — (176,879)
(992) — (176,879)
(2,047) — —
(298) — —
— (108) (613)
2,047 — —
— — 8
(298) (108) (605)
(54,849) (1,685,595) —
52,518 1,727,164 —
1,693 30,162 —
(638) 71,731 —
— 1,910 2,786
516 847 20,935
516 2,757 $ 23,721




TOTAL

UNDERGROUND OFFICE OF NONMAJOR
PARKING AUDITOR PROPRIETARY
GARAGE OF STATE FUNDS

$ 1,966 $ 34,093 $ 666,902
624 9,538 11,437

1 104 11,444
(1,135) (8,009) (443,833)
(1,095) (63,122) (89,609)
(62) (151) (2,053)
(1) (99) (69,151)
298 (27,646) 85,137
— 33,204 55,785
(757) — (201,209)
— 104 104
(757) 33,308 (145,320)
— (186) (2,233)
— (41) (339)
(822) (3,292) (4,835)
— — 2,047
— 99 107
(822) (3,420) (5,253)
— — (1,740,444)
— — 1,779,682
42 — 31,897

42 — 71,135
(1,239) 2,242 5,699
2,050 8,110 32,458
$ 811 § 10,352 § 38,157

(continueq)
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STATE OF OHIO
COMBINING STATEMENT OF CASH FLOWS

NONMAJOR PROPRIETARY FUNDS -- ENTERPRISE

FOR THE FISCAL YEAR ENDED JUNE 30, 2006
(dollars in thousands)
(continued)

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED (USED) BY OPERATING ACTIVITIES:
Operating INCOME (LOSS).......cccueveieieiiieeeeeeee e

Adjustments to Reconcile Operating Income (Loss) to
Net Cash Provided (Used) by Operating Activities:

INVEStMENt INCOME.........cceeeieeiieeeee e

DEPIreCIALION ...

Amortization of Premiums and Discounts.

Decrease (Increase) in Assets:
Intergovernmental Receivable
Interfund Receivable.
Other RecivabIEs ...
INVENTOKIES ...t e e e e e sanaennnes
OtREI ASSELS ...t

Increase (Decrease) in Liabilities:
Accounts Payable
Accrued Liabilities
Intergovernmental Payable.................ccooceeeoiroeiieesineinieciineens
Interfund Payable................cccoooeeoiieeiiieeeceeeeee e
Unearned Revenue
Benefits Payable..............cccccoooieoirieiiiiiieceeeeeeeeee
Refund and Other Liabilities...............cccccceevoeieiieiiesieeeeeee

NET CASH FLOWS PROVIDED (USED) BY
OPERATING ACTIVITIES.

NONCASH INVESTING,
CAPITAL AND FINANCING ACTIVITIES:
Change in Fair Value of InVeStments............ccccocoeevvvesceeeseieieeaee
Contributions of Capital Assets from Other Funds
Capital Assets Acquired under Capital Leases...............cccocueue...
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OHIO TUITION
BUILDING TRUST LIQUOR
AUTHORITY AUTHORITY CONTROL
$ 1,074 $ 11,756 $ 183,532
— (69,629) —
— 10 796
1,098 — —
— — 10
297 (274) (17)
— — (1,343)
11 (240) (22)
(561) (207) (2,798)
— (220) 24
— — 20
— — (159)
— (10,900) —
9 9) 227
$ 1,928 $ (69,713) § 180,270
$ — 8 (3251) 8 —



TOTAL

UNDERGROUND OFFICE OF NONMAJOR
PARKING AUDITOR PROPRIETARY
GARAGE OF STATE FUNDS
$ (403) $ (27,901) $ 168,058
— — (69,629)

567 1,468 2,841

— — 1,098

— 116 116

— — 10

— — 6
— — (1,343)
9 (96) (338)

(69) 50 (3,585)

22 389 215

— — 20

128 — (31)

1 — 1
— — (10,900)

43 (1,672) (1,402)

$ 298 $ (27,646) $ 85,137
$ — $ — $ (3,251)
— 86 86

— 12 12
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AGENCY FUNDS

Agency Funds account for resources the State holds in a purely custodial capacity (assets equal li-
abilities) 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, 2006

(dollars in thousands)

CENTRALIZED
HOLDING AND CHILD SUPPORT RETIREMENT
DISTRIBUTION COLLECTIONS SYSTEMS
ASSETS:
Cash Equity With Tr€aSUIer............cccceeeeeeeeeeeaesieeeeeene $ 14,542  § — $ —
Cash and Cash Equivalents..............cccoeevoeeveoeeescceeeieeen 1 61,810 —
Investments (at fair value):
U.S. Government and Agency Obligations......................... — — 10,520,492
Common and Preferred StOCK............ccoeeeeeeeeevvveereeveveeennns — — 65,730,034
Corporate Bonds and NOIES............ccccccviveveeescieeaieeaee — — 11,915,607
Foreign Stocks and Bonds.............ccccueeceeeeeceeeseaesiineens — — 33,753,554
Commercial Paper..............cccoueuiceiieieeeeeeese e — — 1,915,908
Repurchase Agreements...........cocccveeeeeeenceeeesiieeeceeeene — — 456,000
Mutual FUNGS..........cooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaae e — — 1,381,156
REAI ESIALE.......cccceeeeeeeeeeeeeeeeeeeeee e eeeeeeeteeee s — — 13,553,388
Venture Capital..........coccceeeeeeeeeoieeeiie e — — 3,161,428
Direct Mortgage Loans...........ccceeeeeeeeceieeieeeeee e — — 14,773,140
Investment CONraCS..............coeueueeeeeeeeeeeeeeeeeeeeeeeeaaeaa, — — 10,746
State Treasury Asset Reserve of Ohio (STAR Ohio)......... — 8,860 —
Collateral on Lent SECUITIES. ............ceeeeeeeeeeeeeeiieeeeeeeeeeeaaee, 8,225 — —
Other RECEIVADIES.............eueeeeeeeeeeeeeeeeeeeeeeeeieeeeeeeeeeeeeeeeeicnns 1,489 — —
OUNEI ASSEIS...eeeieeeeeeeeeeeeeeeeeeee ettt ettt ettt tsssiasaseseveenanes — — —
TOTAL ASSETS......eeeeeeeeeereneeeesssssssssssssssssssssssssssssssnan $ 24,257 $ 70,670 $ 157,171,453
LIABILITIES:
Obligations Under Securities Lending..............cccocovevveeecuenne. $ 8225 § — $ —
Intergovernmental Payable..............ccccocoveenceeeisieeesceiennnen, 6,006 — —
Refund and Other Liabilities..................cccceeeeuueeeeeeeeeaeiaeeennn. 10,026 70,670 157,171,453
TOTAL LIABILITIES.........covvevevviisssesssesnennnnenenesssnsssssssssssnes $ 24,257 $ 70,670 $ 157,171,453
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PAYROLL
WITHHOLDING AND

FRINGE BENEFITS OTHER TOTAL
$ 125990 § 100,623 § 241,155
12,743 35,487 110,041
— — 10,520,492
— — 65,730,034
— — 11,915,607
— — 33,753,554
— — 1,915,908
53 — 456,053
— — 1,381,156
— — 13,553,388
— — 3,161,428
— — 14,773,140
— — 10,746
— 24,936 33,796
71,257 56,910 136,392
— 10,472 11,961
— 424,722 424,722
3 210,043 $ 653,150 $ 158,129,573
$ 71,257 % 56,910 § 136,392
357 99,258 105,621
138,429 496,982 157,887,560
3 210,043 $ 653,150 $ 158,129,573
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STATE OF OHIO

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

AGENCY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

BALANCE
July 1, 2005 BALANCE
(as restated) ADDITIONS DEDUCTIONS June 30, 2006
HOLDING AND DISTRIBUTION
ASSETS
Cash Equity with Treasurer ...........cc.cccceeeuen. $ 21,698 $ 1,284,959 $ 1,292,115 $ 14,542
Cash and Cash Equivalents .......................... 3 12,841 12,843 1
Collateral on Lent Securities ............ccceeeeee..... 12,875 8,225 12,875 8,225
Other Receivables ..........ccoeeeeeeeeeeeeeeaaaaaanann.. 1,705 1,489 1,705 1,489
Total ASSELS ..o $ 36,281 $ 1,307,514 $ 1,319,538 $ 24,257
LIABILITIES
Obligations Under Securities Lending............ $ 12875 $§ 8225 § 12875 $§ 8,225
Intergovernmental Payable ................c.c....... 7,078 51,067 52,139 6,006
Refund and Other Liabilities ............cccceeeeee.... 16,328 997,630 1,003,932 10,026
Total Liabilities ........cccceeeeeeeeeeeeererreveennns $ 36,281 $ 1,056,922 § 1,068,946 $ 24,257
CENTRALIZED CHILD SUPPORT
COLLECTIONS
ASSETS
Cash and Cash Equivalents .......................... $ 80,139 $ 2,089,881 $ 2,108,210 $ 61,810
INVESEMENTS......ccoeeeeeeeeieeeeeeeeeeeeeeeee 10,338 646 2,124 8,860
Collateral on Lent Securiti€s...........cccoeeeeeeen.. 269 — 269 —
Total ASSELS .....ccooeeeeeeeeeeeeeeeiieies $ 90,746 $ 2,090,527 $ 2,110,603 $ 70,670
LIABILITIES
Obligations Under Securities Lending............ $ 269 § — $ 269 § —
Refund and Other Liabilities .............c.......... 90,477 2,087,756 2,107,563 70,670
Total Liabilities ..............cccvvveeeeeeveirennaann. $ 90,746 $ 2,087,756 $ 2,107,832 $ 70,670
RETIREMENT SYSTEMS
ASSETS
INVESHMENTS ... $ 145,966,678 $ 365,889,863 $ 354,685,088 $ 157,171,453
Total ASSELS oo, $ 145,966,678 $ 365,889,863 $ 354,685,088 $ 157,171,453
LIABILITIES
Refund and Other Liabilities:
Liability to:
Public Employees Retirement System ....... $ 65,380,987 $ 237,003,306 $ 233,217,346 $ 69,166,947
Police and Fire Pension Fund..................... 9,880,013 21,799,640 21,061,789 10,617,864
School Employees Retirement System ...... 9,097,689 51,826,169 50,925,249 9,998,609
State Teachers Retirement System ........... 61,607,989 55,260,748 49,480,704 67,388,033

Total Liabilities ............ccccoocoeiiiiincnas $ 145,966,678

$ 365,889,863

$ 354,685,088

$ 157,171,453
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BALANCE
July 1, 2005
(as restated)

ADDITIONS

DEDUCTIONS

BALANCE
June 30, 2006

PAYROLL WITHHOLDING AND

FRINGE BENEFITS
ASSETS
Cash Equity with Treasurer ............cccccocuc.... $ 112,559 $ 2,526,817 $ 2,513,386 $ 125,990
Cash and Cash Equivalents .......................... 8,820 349,460 345,537 12,743
INVESEMENTS...cceeeeeeeeeeeeeeeeeeeeeeeeeecccreveeeenn a0 53 90 53
Collateral on Lent Securiti€s...........cccoeeeeeeen.. 66,788 71,257 66,788 71,257
Other Receivables.............cccccceeeeeeeeeeieeeaaaae. — 9,156 9,156 —
Total ASSEIS .....ccccoeeeeeeeeeeeccccreveeenns $ 188,257 $§ 2,956,743 $ 2,934,957 $ 210,043
LIABILITIES
Obligations Under Securities Lending............ $ 66,788 $ 71,257 $§ 66,788 $ 71,257
Intergovernmental Payable ................c.c........ 357 429,630 429,630 357
Refund and Other Liabilities ............cccceueeee.... 121,112 1,767,960 1,750,643 138,429
Total Liabilities ........cccceeeeeeeeeererererreveennnns $ 188,257 $ 2,268,847 $ 2,247,061 $ 210,043
OTHER
ASSETS
Cash Equity with Treasurer ...........cc.ccoceeeeven. $ 87,170 $ 1,954,750 $ 1,941,297 & 100,623
Cash and Cash Equivalents........................... 23,598 3,723,441 3,711,552 35,487
INVESEMENTS oo 18,382 95,301 88,747 24,936
Collateral on Lent Securiti€s...........cccoeeeeeeen.. 62,557 56,910 62,557 56,910
Other Receivables ..........cccoveeeeeeeeeeeeaaaaaaannn.. 7,482 19,469,325 19,466,335 10,472
OthEr ASSELS e 434,194 87,869 97,341 424,722
Total ASSEIS ..o $ 633,383 $ 25,387,596 $ 25367829 $ 653,150
LIABILITIES
Obligations Under Securities Lending............ $ 62,557 $ 56,910 $ 62,557 $ 56,910
Intergovernmental Payable ................c.c....... 79,235 1,952,168 1,932,145 99,258
Refund and Other Liabilities ............cccceueeee... 491,591 23,209,558 23,204,167 496,982
Total Liabilities ........cccceeeeeeueeeeererereereennnns $ 633,383 $ 25,218,636 $ 25,198,869 $ 653,150
TOTAL AGENCY
ASSETS
Cash Equity with Treasurer..............ccc..c...... $ 221,427 $ 5,766,526 $ 5,746,798 $ 241,155
Cash and Cash Equivalents........................... 112,560 6,175,623 6,178,142 110,041
INVESEMENTS oo 145,995,488 365,985,863 354,776,049 157,205,302
Collateral on Lent Securiti€s...........ccceeeeeeen.. 142,489 136,392 142,489 136,392
Other Receivables ..........cccvveeeeeeeeeeeeaiaaaaannn. 9,187 19,479,970 19,477,196 11,961
OthEr ASSELS e 434,194 87,869 97,341 424,722
Total ASSEIS ..o $ 146,915,345 $ 397,632,243 $ 386,418,015 $ 158,129,573
LIABILITIES
Obligations Under Securities Lending............ $ 142,489 § 136,392 § 142489  § 136,392
Intergovernmental Payable ............................ 86,670 2,432,865 2,413,914 105,621
Refund and Other Liabilities ...............ccc....... 146,686,186 393,952,767 382,751,393 157,887,560
Total Liabilities ..........cccceeeeeeeveeereeeeennnn. $ 146,915,345 $ 396,522,024 $ 385,307,796 $ 158,129,573
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NONMAJOR DISCRETELY PRESENTED COMPONENT UNIT FUNDS

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 gov-
ernment and for which the primary government is financially accountable.

The Cultural Facilities Commission Fund ac-
counts for the Cultural Facilities Commission’s
operations, including the construction of cultural
arts and sports facilities at the state and local
level.

The eTech Ohio Commission Fund accounts
for the eTech Ohio Commission’s operations,
including programs designed to assist Ohio’s
public schools acquire and maximize the use of
educational technology.

The Ohio Air Quality Development Authority
Fund accounts for the Ohio Air Quality Devel-
opment Authority’s operations, including pro-
grams that assist Ohio’s businesses, govern-
ment agencies, and not-for-profit organizations
with financing projects that increase energy ef-
ficiency and reduce air pollution. The Author-
ity’s financial statements are presented for the
fiscal year ended December 31, 2005.

The Ohio University Fund accounts for the
operations of Ohio University and the Ohio Uni-
versity Foundation. 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, the Cleveland State University Foun-
dation, and the Euclid Avenue Housing Corpo-
ration.

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
with a branch campus in Dayton, Ohio.

The Medical University of Ohio accounts for
the operations of the Medical University of Ohio
and its hospital, the Medical University of Ohio
at Toledo Foundation, and the Medical College
of Ohio Clinical Faculty, Inc.

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 with a branch campus
in Findlay, Ohio.
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STATE OF OHIO

COMBINING STATEMENT OF NET ASSETS
NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS
JUNE 30, 2006

(dollars in thousands)

CULTURAL
FACILITIES
COMMISSION

eTECH
OHIO
COMMISSION

OHIO AIR QUALITY

DEVELOPMENT
AUTHORITY
(as of 12/31/05)

ASSETS:

CURRENT ASSETS:

Cash EQuity With Tr@ASUIEN ..............ccuveueroeeseeesresiesiiesieesieesiee e $ 3,042
Cash and Cash Equivalents...
Investments...........cccceeun.
Collateral on Lent Securities...
Intergovernmental Receivable...
Loans Receivable, Net......................
Receivable from Primary Government. .
Other Receivables..............cccocuu... . —
Inventories............. .
OtNEI ASSELS. ...ttt ettt e e ae e s 4

10,761
3,736

43

TOTAL CURRENT ASSETS. 4,766

NONCURRENT ASSETS:
Restricted Assets:
Cash Equity With TreaSUIer..........c..ccoceeeeieesieeeeeeeeeeeee 13,847
Cash and Cash Equivalents...
Investments...........cccceeveeenne..
Collateral on Lent Securities..
Investments............ccceeeeeeeee.
Loans Receivable, Net.
Other Receivables.... .
Other ASSEtS........ccceeveeeceeeciieinsinnns . —
Capital Assets Being Depreciated, Net............c..cccccoceieicoenccercnnne. 45,873
Capital Assets Not Being Depreciated...............cccccuvcvercvesieesvnnennnen. 11,858

TOTAL NONCURRENT ASSETS. 79,410

TOTAL ASSETS. 84,176

14,566

LIABILITIES:

CURRENT LIABILITIES:

Accounts Payable................ccccovcerceiiiiiiieeeeeeeee e 2,133
Accrued Liabilities...............c.cccee...
Obligations Under Securities Lending..
Intergovernmental Payable...............
Unearned Revenue.............
Refund and Other Liabilities...
Bonds and Notes Payable...... .
Certificates of Participation................c.coueeueecireiseeseesiesiesiesnesnens —

699
318
3,763

TOTAL CURRENT LIABILITIES. 11,734

NONCURRENT LIABILITIES:

Intergovernmental Payable..................ccccoueeeeeeeireeiiisiiieiiieiiaienan —
Unearned Revenue...
Refund and Other Liabilities...
Bonds and Notes Payable...... .
Certificates of Participation................c.coueeoueeueecseesoeseesiesesiesnns —

TOTAL NONCURRENT LIABILITIES. 58

TOTAL LIABILITIES. 11,792

NET ASSETS:
Invested in Capital Assets, Net of Related Debit.................ccccrcveuene.. 57,731
Restricted for:
Federal Programs..............ccccceeueeeeeieeieeeeeeeeeeee e —
Coal Research and Development Program..............cc.ccceevvecveeunnn. —
Community and Economic Development and Capital Purposes... 13,847
Nonexpendable:
Scholarships and FElloWShIPS.............cccceercevoeeciereiesesee —
Research...........cccceceavevcvevencirran.
Endowments and Quasi-Endowments..............c.cccccecueuen. —
Loans, Grants and Other College and University Purposes...... —
Expendable:
Scholarships and FEllowships...........c..ccvcereeercesciesiesiesieeiens —
Research...........cccccceveveeecueenens
Instructional Department Uses.. e
Student and Public Services..... —
Academic Support...........
Debt Service.........
Capital PUIPOSES..........coccuveereeiraenns
Endowments and Quasi-Endowments
CUITENt OPEratioNS............cccuevueeiueeireeiiiacieesieesieesieesieanieees v
Loans, Grants and Other College and University Purposes...... —
Unrestricted (DEFICILS)........cuueuerieeiisieseeseesieeeetetee et 806

5,942

6,186

TOTAL NET ASSETS. $ 72,384

$

6,982

$

13,556
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UNIVERSITY BOWLING GREEN KENT UNIVERSITY
OHIO MIAMI OF STATE STATE OF
UNIVERSITY UNIVERSITY AKRON UNIVERSITY UNIVERSITY TOLEDO
—_ —_ —_ $ —_ —_ —_
41,183 24,557 11,249 4,099 177,421 8,795
169,854 164,774 132,875 151,713 81,108 6,466
12,600 3,690 — — 2,646 8,127
3414 3,472 2,226 1,357 — 3,001
3,677 9,767 — 977 2,345 721
28,562 23,505 25,396 11,914 16,703 14,541
1,866 3,358 891 4,897 1,685 612
20,307 1,132 4,060 321 2,916 1,973
281,463 234,255 176,697 175,278 284,824 44,236
49,234 7,852 — — — —
— — 194,314 125,245 — 155,954
121,158 325,584 — — 181,730 58,050
10,718 5,470 9,251 7,417 21,316 11,974
19,636 41,234 2,448 12,576 7,855 10,573
7,848 — 1,720 1,043 4,026 3,088
452,134 362,268 435,745 277,733 477,767 306,953
112,354 204,958 42,508 25,698 41,389 42,565
773,082 947,366 685,986 449,712 734,083 589,157
1,054,545 1,181,621 862,683 624,990 1,018,907 633,393
14,295 24,178 9,573 8,209 15,337 10,036
26,643 15,911 19,569 9,470 23,651 12,483
376 — — — — —
23,064 12,005 26,028 16,735 16,488 13,227
6,313 9,970 2,580 5,678 10,208 12,965
15,829 7,636 7,004 10,445 2,790 17,133
— — 275 — — —
86,520 69,700 65,029 50,537 68,474 65,844
— — — 8,318 — —
— 2,613 940 — 1,601 —
29,868 30,419 28,295 7,987 24,413 10,346
213,069 157,738 221,171 93,520 266,210 149,133
— — 21,585 — — —
242,937 190,770 271,991 109,825 292,224 159,479
329,457 260,470 337,020 160,362 360,698 225,323
384,114 409,065 258,890 221,039 252,351 178,924
46,872 — — 34,060 — 7,204
2,039 — — 1,503 750 —
72,247 216,481 107,401 — 46,496 48,652
— — — 23,532 8,511 2,829
36,594 20,618 — 11,017 — 26,908
4,926 1,501 — 671 — —
44,295 8,900 — 296 — 8,442
4,395 941 — — — —
9,792 14,840 — — 60,217 —
— — — 380 — 5,476
9,914 3,990 16,070 21,633 — 322
12,321 — — — — 50,827
20,364 32 69,725 — — 15,950
7,856 76,424 550 21,155 24,100 16,471
69,359 168,359 73,027 129,342 265,784 46,065
725,088 921,151 525,663 § 464,628 658,209 408,070

(continued)
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STATE OF OHIO

COMBINING STATEMENT OF NET ASSETS

NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS
JUNE 30, 2006

(dollars in thousands)

(continued)
CLEVELAND YOUNGSTOWN WRIGHT
STATE STATE STATE
UNIVERSITY UNIVERSITY UNIVERSITY
ASSETS:
CURRENT ASSETS:
Cash EQUItY With TI@ASUIEN ............c.ccocceeceeeeeeieieieiesesseiesie e $ — $ — $ —
Cash and Cash Equivalents... . 9,522 15,608 37,658
Investments............c..cccu..... 18,849 12,121 4,673
Collateral on Lent Securities... — — —
Intergovernmental Receivable... — 744 7,070
Loans Receivable, Net...................... 2,481 601 2,898
Receivable from Primary Government. . 2,663 638 7,479
Other Receivables........................... . 16,563 6,031 12,413
Inventories............. . 190 1,869 752
ONOE ASSBIS.......eeeeeeeeeeeeee ettt eeeeea e e 1,341 1,012 15,663
TOTAL CURRENT ASSETS. 51,609 38,624 88,606
NONCURRENT ASSETS:
Restricted Assets:
Cash Equity With TreaSUrer.............cccceeeeeeesieeeeeeeeeeeeseee — — —
Cash and Cash Equivalents... — — —
Investments...........ccccoeeeeennee.. 70,505 143,616 15,534
Collateral on Lent Securities.. — — —
Investments............cccoeeeeeee. 96,346 26,594 179,746
Loans Receivable, Net. 10,010 1,995 16,980
Other Receivables.... . 6,942 2,335 9,506
Other ASSEtS........ccoueeeeeeceeaeeeciinnnns . 3,297 534 1,719
Capital Assets Being Depreciated, Net............c..cccccoceieicoenccencnnne. 180,409 152,193 233,824
Capital Assets Not Being Depreciated...............cccccuvcuercvesieesensennnen. 137,394 25,493 19,984
TOTAL NONCURRENT ASSETS. 504,903 352,760 477,293
TOTAL ASSETS. 556,512 391,384 565,899
LIABILITIES:
CURRENT LIABILITIES:
Accounts Payable................ccoocovoeeneiiiiieieeeeeee e 9,753 1,459 10,128
Accrued Liabilities.............cccoueeeeeeun.. . 5,816 7,595 9,540
Obligations Under Securities Lending.. — — —
Intergovernmental Payable............... — — —
Unearned Revenue............. 7,973 3,915 34,987
Refund and Other Liabilities... 14,430 3,791 12,118
Bonds and Notes Payable...... . 3,021 1,758 3,563
Certificates of Participation................c.coueeoueeuesissesiiseesiesiesiesnens — — —
TOTAL CURRENT LIABILITIES. 40,993 18,518 70,336
NONCURRENT LIABILITIES:
Intergovernmental Payable..................cccoueveeeeeireeiisiiiaiiieiieeiaeaen — — —
Unearned Revenue... — — —
Refund and Other Liabilities... 20,971 11,385 10,353
Bonds and Notes Payable...... . 143,861 41,526 38,403
Certificates of Participation................cc.coueeoueecueeissesiesiesresiesiesnns — — —
TOTAL NONCURRENT LIABILITIES 164,832 52,911 48,756
TOTAL LIABILITIES. 205,825 71,429 119,092
NET ASSETS:
Invested in Capital Assets, Net of Related Debit.................ccrcveuene.. 236,603 138,951 227,247
Restricted for:
Federal Programs..............ccccceeueeeeeieeeieeeeeeeeeee e — — —
Coal Research and Development Program.............cc.cccecvvecveeunn. — — —
Community and Economic Development and Capital Purposes... — — —
Nonexpendable:
Scholarships and Fellowships...............cccccoocoivconoccicnccne — — 9,887
Research..........cccccoevivevcienceesienne, — — 339
Endowments and Quasi-Endowments..............c..ccccceceeuen. 25,643 5,050 —
Loans, Grants and Other College and University Purposes...... — 30,974 16,188
Expendable:
Scholarships and Fellowships...........c..ccvcereeesoescesiesiesieeiens 4,718 233 15,794
Research.........cccccceeeeeeeveeennnn. 154 827 2,819
Instructional Department Uses.. 3,970 3,750 43,540
Student and Public Services..... 459 1,572 753
Academic Support........... 5,665 — 1,371
Debt Service......... — 1,014 233
Capital PUIPOSES..........coccveeveeirrennns 641 3,618 —
Endowments and Quasi-Endowments. 219 1,627 —
CUITENt OPErations.............ccueveevueeereeciiaciiesieesieesieesieesieens v — — —
Loans, Grants and Other College and University Purposes...... 13,726 66 26,632
Unrestricted (DEFICILS)........cuuuuerieeiisieseeseesieeieeeee et 58,889 132,273 102,004
TOTAL NET ASSETS. $ 350,687 $ 319,955 § 446,807
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COLUMBUS

SHAWNEE CENTRAL MEDICAL TERRA STATE STATE CLARK STATE
STATE STATE UNIVERSITY COMMUNITY COMMUNITY COMMUNITY
UNIVERSITY UNIVERSITY OF OHIO COLLEGE COLLEGE COLLEGE
5,542 8,013 10,685 3,421 6,956 3,357
556 3,393 30,833 1,841 89,343 20,838
— — — 258 — 1,067
56 743 8,378 41 1 103
309 565 507 129 882 918
2,708 3,668 60,007 1,648 15,734 1,447
45 — 8,857 388 1,394 198
132 32 1,913 68 656 550
9,348 16,414 121,180 7,794 114,966 28,478
715 3,769 194 — 211 —
10,739 — 20,952 — 1,231 —
15,498 — 79,952 1,786 — —
326 — — — — 3,267
1,314 — 9,047 — 286 171
48,712 66,695 146,418 17,442 98,048 20,108
20,538 12,908 12,786 302 38,903 4,248
97,842 83,372 269,349 19,530 138,679 27,794
107,190 99,786 390,529 27,324 253,645 56,272
707 1,696 23,059 411 8,507 1,588
2,264 3,588 35,566 491 708 609
524 1,238 2,519 281 12,485 1,227
1,114 221 2,389 716 2,508 330
375 528 — — 1,510 —
4,984 7,271 63,533 1,899 25,718 3,754
1,661 940 8,715 617 2,857 916
1,550 21,950 50,000 — 19,740 8,175
3,211 22,890 58,715 617 22,597 9,091
8,195 30,161 122,248 2,516 48,315 12,845
67,325 60,646 154,735 17,280 120,758 23,446
1,887 1,291 — — — —
— 2,152 12,585 865 3,085 5,501
3,917 128 492 — — —
1,073 541 — 427 1,389 3,737
— — 5,952 — — —
— — — 5 — 4
— — — 43 — 2,502
— 689 12,597 3 — 502
599 — — — — —
1,244 — 2,798 777 93 1,732
— 1,061 — — — —
2,613 — — — — —
2,524 949 6,379 — — —
17,813 2,168 72,743 5,408 80,005 6,003
98,995 69,625 268,281 24,808 205,330 43,427

(continued)
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STATE OF OHIO

COMBINING STATEMENT OF NET ASSETS
NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS
JUNE 30, 2006

(dollars in thousands)

(continued)
SOUTHERN WASHINGTON
EDISON STATE STATE STATE
COMMUNITY COMMUNITY COMMUNITY
COLLEGE COLLEGE COLLEGE
ASSETS:
CURRENT ASSETS:
Cash EQuity With Tr@ASUIEN ..............ccuvcuereeeseesieseesieesieesiee e $ — $ — $ —
Cash and Cash Equivalents... . 2,344 5,097 3,496
Investments.........c.cc.ccccuu... 3,946 — —
Collateral on Lent Securities... — — —
Intergovernmental Receivable... — — 585
Loans Receivable, Net...................... — — —
Receivable from Primary Government. . — — 20
Other Receivables..............ccccocuuuc... . 4,720 1,521 2,550
Inventories............. . 208 190 136
OUNEI ASSEIS. ...ttt ettt aeeaneas 213 33 25
TOTAL CURRENT ASSETS. 11,431 6,841 6,812
NONCURRENT ASSETS:
Restricted Assets:
Cash Equity With TreaSUIer ............cceeeeereeeseeeeieeeeeeeese e — — —
Cash and Cash Equivalents... 374 —
Investments...........ccccceeuuee.... 1,708 930 117
Collateral on Lent Securities.. — — —
Investments...........ccccccoeee.. 3,850 — —
Loans Receivable, Net. 9 — —
Other Receivables.... . 1,054 — —
Other ASSEtS.......ccccvevceecvecreeene . — — —
Capital Assets Being Depreciated, Net.............ccccoevevcevceeeveeneeeenans 10,142 16,886 17,043
Capital Assets Not Being Depreciated................ccccuvcvercverieesersrennnen. 1,362 815 980
TOTAL NONCURRENT ASSETS. 18,499 18,631 18,140
TOTAL ASSETS. 29,930 25,472 24,952
LIABILITIES:
CURRENT LIABILITIES:
Accounts Payable................ccccovoeeneiniiiiieeeee e 415 7 139
Accrued Liabilities............................ 410 396 926
Obligations Under Securities Lending.. — — —
Intergovernmental Payable............... — — —
Unearned Revenue............. 2,994 421 1,920
Refund and Other Liabilities... 395 137 59
Bonds and Notes Payable...... . 3,582 100 —
Certificates of Participation................c.coueeueeieecseeseesesiesesnesnns — — —
TOTAL CURRENT LIABILITIES. 7,796 1,061 3,044
NONCURRENT LIABILITIES:
Intergovernmental Payable..................ccccouuveeieeireeiiiniiiaiiieiieseinenn — — —
Unearned Revenue... — — 59
Refund and Other Liabilities... 783 551 339
Bonds and Notes Payable...... . 4,434 2,500 —
Certificates of Participation................c.coueeoueeureiseesiesesiesieseesnens — — —
TOTAL NONCURRENT LIABILITIES. 5,217 3,051 398
TOTAL LIABILITIES. 13,013 4,112 3,442
NET ASSETS:
Invested in Capital Assets, Net of Related Debit................cccoocveuene. 11,537 14,852 18,023
Restricted for:
Federal Programs..............cccceeueeeeeieeeeeeeeeeeeee e — — —
Coal Research and Development Program.............ccccccecvvecvecunn. — — —
Community and Economic Development and Capital Purposes... — — —
Nonexpendable:
Scholarships and FElloWShIPS.............cccccecereeveeeiieeeesee — — 131
Research..........cccceceevevcvevencinean — — —
Endowments and Quasi-Endowments...............cc..cccc........ 76 2,274 —
Loans, Grants and Other College and University Purposes...... — — —
Expendable:
Scholarships and FEllowships...........c..ccvcuroeevoeesciesiesiesieaiens — 98 110
Research............ccccceveeeeeeeenenns — — —
Instructional Department Uses.. — — —
Student and Public Services.. — — —
Academic Support........... — — —
Debt Service......... — — —
Capital PUrPOSES..........ccoccveerverieannns — — 876
Endowments and Quasi-Endowments. 90 — —
CUITENt OPErations.............ccueveecueeireeiriecieeiieesieesisesieesieens e 2,783 — —
Loans, Grants and Other College and University Purposes...... — 1,076 —
Unrestricted (DEFICILS)........cuueueeieeieieieieesseeeeeee e 2,431 3,060 2,370
TOTAL NET ASSETS. $ 16,917 § 21,360 $ 21,510

212



CINCINNATI NORTHWEST OWENS TOTAL

STATE STATE STATE NONMAJOR

COMMUNITY COMMUNITY COMMUNITY COMPONENT
COLLEGE COLLEGE COLLEGE UNITS

s — 3 N 20,456

11,026 4,610 14,477 412,852

— 2,627 7,888 903,698

_ = — 5,483

1,569 — 1,107 39,506

— — 115 28,887

277 9 1,885 34,653

5,018 1,286 17,713 273,687

26 205 966 28,733

631 — 2,655 55,647

18,547 8,737 46,806 1,803,602

— — — 13,847

1 524 — 62,874

— 207 — 741,052

— — — 7,832

— — — 1,090,294

84 — 650 95,874

— — — 117,752

449 — — 34,542

91,291 13,820 59,713 3,532,256

2,583 1,338 11,429 772,393

94,408 15,889 71,792 6,468,716

112,955 24,626 118,598 8,272,318

1,168 905 1,463 145,932

900 432 2,915 180,273

— — — 13,315

— — — 378

3,542 513 14,439 196,525

4,825 650 1,614 93,881

175 — 178 75,627

— — — 275

10,610 2,500 20,609 706,206

— — 797 9,115

— — — 5,213

307 232 2,135 194,797

48,626 — 401 1,482,007

— — — 21,585

48,933 232 3,333 1,712,717

59,543 2,732 23,942 2,418,923

45,915 15,122 70,563 2,986,156

— — — 19

— — — 7,352

— — — 13,847

— 535 — 101,867

— — — 4,631

— — 885 549,393

121 — — 86,692

— 55 451 123,763

— — — 16,850

52 17 306 113,577

— — — 10,665

— — — 105,676

— — — 7,702

— 361 — 64,069

— — — 66,145

— 5 — 111,472

— 102 107 198,117

7,324 5,697 22,344 1,285,402

53,412 § 21,894 $ 94,656 $ 5,853,395
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STATE OF OHIO

COMBINING STATEMENT OF ACTIVITIES
NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

OHIO AIR QUALITY
DEVELOPMENT
CULTURAL eTECH AUTHORITY
FACILITIES OHIO (for the year ended
COMMISSION COMMISSION 12/31/05)
EXPENSES:
Primary, Secondary and Other Education................c........... $ — $ 34,874 $§ —
Community and Economic Development..............ccccceveunna. 16,279 — 7,400
Education and General:
Instruction and Departmental Research.............ccccccceuu. — — —
Separately Budgeted Research.............ccceevccvevceeevncenns — — —
PUDBIIC SEIVICE........oeeeeeeeeeeeeeeeee e — — —
ACademiC SUPPOIt..........cooucueeeeeiieisieeee e — — —
SHUAENT SEIVICES. ... — — —
Institutional SUPPOIT...........c.ccovoeeieiieiieieeeeese e — — —
Operation and Maintenance of Plant.............cc.cccocuevvcvveenn. — — —
Scholarships and Fellowships...........cccoocveeevceeincceenee, — — —
Auxiliary EnterpriSes............couoweeiieieeeeciieseee e — — —
HOSPILAIS. ...t — — —
Interest on Long-Term Debt..............cccoeeveeieecciiiniieeieieeene — — —
DEPIreCIAtION. ..........eeeeieeee et — — 4
(@151 — — —
TOTAL EXPENSES..........cooireeerieenesssennssssmnnsssmnnsssannnsenes 16,279 34,874 7,404
PROGRAM REVENUES:
Charges for Services, Fees, Fines and Forfeitures............... 62 2,616 1,300
Operating Grants, Contributions
and Restricted Investment Income..............ceeeeevveveveeeann.n. 851 374 1,136
Capital Grants, Contributions
and Restricted Investment Income............ccccccevecveencnenenn. — — —
TOTAL PROGRAM REVENUES........cooomrceenrvcrennsssannnnas 913 2,990 2,436
NET PROGRAM (EXPENSE) REVENUE .........o.oouerermerannnns (15,366) (31,884) (4,968)
GENERAL REVENUES:
Unrestricted Investment InCOme.............ccccoovoeevccvenccenennen. — — 397
StAtE ASSISIANCE. ... eseseieeeaees 30,921 33,835 —
(0101 TSR — — 3
TOTAL GENERAL REVENUES...........coneeeemercimnnrcrennnsnes 30,921 33,835 400
ADDITIONS (DEDUCTIONS) TO ENDOWMENTS
AND PERMANENT FUND PRINCIPAL.........cooereecerrcirennns — — —
CHANGE IN NET ASSETS....cccccemereneseennssssmsssssmsssasannsssses 15,555 1,951 (4,568)
NET ASSETS, JULY 1 (as restated).......cccereeeeemeerrvereennnnns 56,829 5,031 18,124
NET ASSETS, JUNE 300.........oeecermrccmircsmnnsasensssssnnssssnnnnas $ 72,384 § 6,982 § 13,556
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UNIVERSITY BOWLING GREEN KENT UNIVERSITY

OHIO MIAMI OF STATE STATE OF
UNIVERSITY UNIVERSITY AKRON UNIVERSITY UNIVERSITY TOLEDO
— 8 — 8 — % — 8 — 8 —
192,696 160,128 113,219 114,911 167,275 126,353
34,116 11,623 19,790 7,400 14,315 19,366
20,169 2,908 15,660 9,007 15,212 4,503
57,106 49,275 27,718 39,081 37,407 32,517
25,551 21,045 11,404 24,211 24,818 18,190
29,249 37,078 47,808 28,789 45,710 28,663
39,771 32,477 23,781 22,762 31,271 18,409
11,633 10,723 18,026 16,177 16,320 14,276
64,784 91,513 44,232 68,720 75,449 51,624
6,425 4,691 10,924 4,554 13,532 7,567
30,932 26,074 26,448 19,229 27,349 20,355
6,944 4,118 955 2,474 344 3,698
519,376 451,653 359,965 357,315 469,002 345,521
333,203 320,227 193,482 249,887 350,840 197,692
51,000 47,878 77,183 20,168 — 69,920
2,532 3,419 1,524 4,049 — 280
386,735 371,524 272,189 274,104 350,840 267,892
(132,641) (80,129) (87,776) (83,211) (118,162) (77,629)
24,434 46,182 — 14,899 27,561 1,831
163,700 96,474 106,858 86,569 125,697 94,611
— — — 2,344 20,790 —
188,134 142,656 106,858 103,812 174,048 96,442
4,395 13,550 (225) — — 1,151
59,888 76,077 18,857 20,601 55,886 19,964
665,200 845,074 506,806 444,027 602,323 388,106
725,088 $ 921,151 § 525,663 $ 464,628 $ 658,209 $ 408,070
(continued)
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STATE OF OHIO

COMBINING STATEMENT OF ACTIVITIES
NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

(continued)
CLEVELAND YOUNGSTOWN WRIGHT
STATE STATE STATE
UNIVERSITY UNIVERSITY UNIVERSITY
EXPENSES:
Primary, Secondary and Other Education................c.......... $ — $ — $ —
Community and Economic Development..............cccccceveueea. — — —
Education and General:
Instruction and Departmental Research...............ccccccee... 86,848 62,665 106,036
Separately Budgeted Research.............ccceveeveveveeeencenns 12,480 956 31,906
PUDBIIC SEIVICE. ......eeeeeeeeeeeeeeeeeeeeeeeee e 17,048 4,946 8,323
AcademiC SUPPOIL..........cooucueeeeeiiiisieeee e 23,085 11,355 66,786
SHUAENT SEIVICES......eeeeeeieeeeeeeeeee ettt 18,452 8,015 14,171
Institutional SUPPOIT..........c.coovoeeieeiiieeeeeeee e 25,087 26,654 26,312
Operation and Maintenance of Plant.............cc.cccocvevvcveenn. 16,795 13,483 15,399
Scholarships and Fellowships...........cccccocveeevceeencieseen, 11,779 10,917 12,185
AUXIlIArY SEIVICES. ......c..eeeeeee e 15,919 22,168 23,565
HOSPIEAIS. ... — — —
Interest on Long-Term Debt..............cccooeeeeeeeiciiiiaeeeeieeaee. 365 736 1,256
DEPIreCIAtioN. .........ceeeeeieee et 15,103 9,381 13,651
(0101 (N — 1,893 4,892
TOTAL EXPENSES.........oeeeeeeeereeeeeeeeeeersssssssssssssssssssssssssnan 242,961 173,169 324,482
PROGRAM REVENUES:
Charges for Services, Fees, Fines and Forfeitures............... 121,986 92,172 141,900
Operating Grants, Contributions
and Restricted Investment Income..............ueeeeeeeeeeeennnnn. 27,446 5,594 98,349
Capital Grants, Contributions
and Restricted Investment Income..............ccuueeeeeeeeeeennnnnn. 38 15,491 11,909
TOTAL PROGRAM REVENUES..........nereeeeeereerererrsnens 149,470 113,257 252,158
NET PROGRAM (EXPENSE) REVENUE ...................ccoeueeuu... (93,491) (59,912) (72,324)
GENERAL REVENUES:
Unrestricted Investment InCOmMe..........ccceeeeeeeeeeeeeeeeaeeeeeaann. 3,457 11,207 6,581
StAtE ASSISIANCE. ...t eecsseseieeeeees 86,744 47,194 102,712
(0101 (N 10,580 2,918 66
TOTAL GENERAL REVENUES............ovvvvvvirsrssssssrsssssanes 100,781 61,319 109,359
ADDITIONS (DEDUCTIONS) TO ENDOWMENTS
AND PERMANENT FUND PRINCIPAL..........cceoeveeeeeeennennns — 2,341 —
CHANGE IN NET ASSETS......ccccoeveveseeeenemeenenesesssssssssssssssnes 7,290 3,748 37,035
NET ASSETS, JULY 1 (as restated).......cccereeeeemeerreersennnnns 343,397 316,207 409,772
NET ASSETS, JUNE 30.....ceeeeeeeereeeeenesrssssnennsssssssannenes $ 350,687 $ 319,955 § 446,807
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COLUMBUS

SHAWNEE CENTRAL MEDICAL TERRA STATE STATE CLARK STATE
STATE STATE UNIVERSITY COMMUNITY COMMUNITY COMMUNITY
UNIVERSITY UNIVERSITY OF OHIO COLLEGE COLLEGE COLLEGE
— $ — $ — $ — $ — $ —
15,420 9,405 43,253 5,873 54,739 6,245
— 564 19,610 — — —
3,420 6,675 1,118 2,188 5,730 2,427
2,525 5,360 11,548 483 4,434 895
3,462 3,288 1,828 911 9,362 1,957
6,632 7,655 7,324 3,188 20,508 4,143
4,186 4,362 11,688 1,370 10,808 2,131
4,738 3,250 1,378 208 15,103 1,121
4,184 6,662 52,986 1,008 9,362 3,033
— — 196,372 — — —
146 1,214 2,018 23 961 —
2,117 3,310 15,320 973 3,920 1,351
14 732 1,740 57 2,599 1
46,844 52,477 366,183 16,282 137,526 23,304
17,770 13,275 303,172 6,055 89,477 8,752
11,241 17,075 22,993 3,683 2,499 6,721
— — 6,382 20 1,148 654
29,011 30,350 332,547 9,758 93,124 16,127
(17,833) (22,127) (33,636) (6,524) (44,402) (7,177)
1,910 334 8,208 257 3,102 305
19,645 28,196 36,817 6,181 59,213 8,863
— — — — — 368
21,555 28,530 45,025 6,438 62,315 9,536
— — 122 — — 642
3,722 6,403 11,511 (86) 17,913 3,001
95,273 63,222 256,770 24,894 187,417 40,426
98,995 § 69,625 § 268,281 § 24,808 $ 205,330 § 43,427
(continued)
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STATE OF OHIO

COMBINING STATEMENT OF ACTIVITIES
NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

(continued)
SOUTHERN WASHINGTON
EDISON STATE STATE STATE
COMMUNITY COMMUNITY COMMUNITY
COLLEGE COLLEGE COLLEGE
EXPENSES:
Primary, Secondary and Other Education................c.......... $ — $ — $ —
Community and Economic Development..............ccccccuveuena. — — —
Education and General:
Instruction and Departmental Research...............ccccccee... 6,701 5,842 5,866
Separately Budgeted Research.............ccceveeveveveeevncenn. — 1 —
LV o) (oY= 4/ o} 732 1,567 —
Academic SUPPOTIL..........ccoecueeeeeeiiisieese e 353 1,609 1,838
SHUAENT SEIVICES......eeeeeieeeeeeeeeeee et 1,806 1,578 1,570
Institutional SUPPOIT............ccovoeeiieieiieieeeeese e 3,792 1,371 3,543
Operation and Maintenance of Plant............ccc.cccocvevvceeenn. 1,293 1,345 1,259
Scholarships and Fellowships...........cccoocveeeiceeenceiesieen, 520 3,310 417
AUXIlIArY SEIVICES. ......c..eeeeeee e 1,006 2,979 1,556
HOSPIEAIS. ... — — —
Interest on Long-Term Debr...............ccoeeveeveecceeiniieeecieeene 70 — —
DEPIreCiatioN. ..........cccccueiieeeeieeeeie e 699 880 740
(0101 (N 124 — —
TOTAL EXPENSES..........oooeeeeeeeeeeercsemnenesssssmmnnnnsssssanes 17,096 20,482 16,789
PROGRAM REVENUES:
Charges for Services, Fees, Fines and Forfeitures............... 9,455 9,901 6,094
Operating Grants, Contributions
and Restricted Investment Income..............cueeeeeeeeeeeennnnnn. 1,856 4,218 5,449
Capital Grants, Contributions
and Restricted Investment Income..............ceeeeeeveveveeeann.n.. 475 — —
TOTAL PROGRAM REVENUES.............ereeeeerecrernnnnnanes 11,786 14,119 11,543
NET PROGRAM (EXPENSE) REVENUE .........o.cooeeeermnrannnns (5,310) (6,363) (5,246)
GENERAL REVENUES:
Unrestricted Investment Income..............cccooeveeevcceeeneeeannnen 381 108 117
StAtE ASSISIANCE. ...t cseseseieeeeees 6,204 5,918 6,007
(O 1= SRR — 185 98
TOTAL GENERAL REVENUES.............aeeeeereeereceenn 6,585 6,211 6,222
ADDITIONS (DEDUCTIONS) TO ENDOWMENTS
AND PERMANENT FUND PRINCIPAL...........eeereeererenens — 301 —
CHANGE IN NET ASSETS......ooeeeeeeeeeeeereceeemeesesssssmenennsnanas 1,275 149 976
NET ASSETS, JULY 1 (as restated)........ccereeevemeerrvereennnnns 15,642 21,211 20,534
NET ASSETS, JUNE 30.....co.ceeeeeeeereeeseenesrssssnnensssssssannenes $ 16,917 § 21,360 $ 21,510
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CINCINNATI NORTHWEST OWENS TOTAL

STATE STATE STATE NONMAJOR
COMMUNITY COMMUNITY COMMUNITY COMPONENT
COLLEGE COLLEGE COLLEGE UNITS

—  $ — 3 — 3 34,874
— — — 23,679
25,383 7,959 40,634 1,357,451
— — 194 172,321
1,416 879 2,083 126,011
3,957 1,051 4,120 382,503
5,725 1,061 6,342 204,747
10,972 4,605 13,591 382,674
6,785 1,099 9,475 269,949
1,223 1,333 3,152 157,789
2,159 1,984 8,217 553,110
— — — 196,372
2,282 4 — 56,768
4,797 970 4,033 227,636
— — 37 30,622
64,699 20,945 91,878 4,176,506
39,189 8,731 32,527 2,549,765
— 3,758 21,365 500,757
82 — 44 48,047
39,271 12,489 53,936 3,098,569
(25,428) (8,456) (37,942) (1,077,937)
316 282 1,006 152,875
28,250 7,924 41,381 1,229,914
— — 510 37,862
28,566 8,206 42,897 1,420,651
— — — 22,277
3,138 (250) 4,955 364,991
50,274 22,144 89,701 5,488,404
53412 $ 21,894 $ 94656 $ 5853395
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STATE OF OHIO

COMBINING BALANCE SHEET

SCHOOL FACILITIES COMMISSION
DISCRETELY PRESENTED COMPONENT UNIT

JUNE 30, 2006

(dollars in thousands)

SPECIAL REVENUE FUND
SCHOOL PUBLIC
BUILDING SCHOOL
ASSISTANCE BUILDING
ADMINISTRATION PROGRAM PROGRAM
ASSETS:
Cash Equity with Treasurer . ....................... $ 1,092 $ 140,410 $ 159,967
Collateral on Lent Securities. . .. .................... 617 79,412 90,473
Intergovernmental Receivable . ... .................. — — —
Loans Receivable, Net . . .......................... — — 657
Other ASSEelS. . . .o e e e 30 — —
TOTAL ASSETS. . ..... ..o eeiiiiiiinannnns $ 1,739 $ 219,822 $ 251,097
LIABILITIES AND FUND BALANCES:
LIABILITIES:
Accounts Payable. . ........... ... ... . ... . ... .. ... $ 114 $ 9,034 $ 517
Accrued Liabilities. . .......... .. . . . . . ... 259 — —
Obligations Under Securities Lending .. .............. 617 79,412 90,473
Intergovernmental Payable. . ....................... — 1,196,973 6,114
Refund and Other Liabilities . . . ..................... — — 285
TOTALLIABILITIES . . .......oeeeeeeeeennnnnnnn 990 1,285,419 97,389
FUND BALANCES:
Reserved for:
ENCUMbBIancCes . .. ... ... eee e eeienn. 483 — 6,303
Noncurrent Portion of Loans Receivable. . . ............. — — 657
Loan Commitments . ... ....... .. — — 3,535
Other:
Prepaids. . ... ... 30 — —
Primary, Secondary and Other Education . . .. ......... — — 10,822
Compensated AbSENCeS. . . .. ..o 56 — —
Unreserved/Undesignated (Deficits). . . . .............. 180 (1,065,597) 132,391
TOTAL FUND BALANCES (DEFICITS) ............ 749 (1,065,597) 153,708
TOTAL LIABILITIES AND FUND BALANCES. .. $ 1,739 $ 219,822 $ 251,097
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VOCATIONAL

FEDERAL SCHOOL
EDUCATIONAL SCHOOL BUILDING
FACILITIES FACILITIES ASSISTANCE TOTAL

$ 256,987 $ — 3387 § 561,843
145,345 — 1,916 317,763
= 757 — 757
— — 7,312 7,969
— — — 30
$ 402,332 $ 757 $ 12615 § 888,362
$ 1,083 § 5 $ — 8 10,753
— — — 259
145,345 — 1,916 317,763
942,174 752 — 2,146,013
_ — — 285
1,088,602 757 1,916 2,475,073
— 28 — 6,814
— — 7,056 7,713
— — — 3,535
— — — 30
— — — 10,822
— — — 56
(686,270) (28) 3,643 (1,615,681)
(686,270) — 10,699 (1,586,711)
$ 402,332 $ 757 $ 12615 § 888,362

221



[THIS PAGE LEFT BLANK INTENTIONALLY]

222



STATE OF OHIO
RECONCILIATION OF THE BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
SCHOOL FACILITIES COMMISSION

DISCRETELY

PRESENTED GOVERNMENTAL COMPONENT UNIT

JUNE 30, 2006

(dollars in thousands)

TOtal FUNA BalANCES........ccceesersrsersennnnumnmnnnnssessssssssessssssssssssssssssssssssnsnsnnsnsnsssssssssssssssssssssssssssnnnnnnnnnnnnes

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

because:

Capital assets u

sed in governmental activities are not financial resources, and therefore, are not

reported in the funds. Those assets consist of:

Machinery and Equipment, net of $116 accumulated depreciation..............cccoceecvveeveeecveesvireseennn.

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............cccouciereereeeiiiieee e

Total Net Assets.

SCHOOL
FACILITIES

__COMMISSION _

$  (1,586,711)

35

(684)

$  (1,587,360)
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STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

SCHOOL FACILITIES COMMISSION

DISCRETELY PRESENTED COMPONENT UNIT

FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

SPECIAL REVENUE FUND
SCHoOL PUBLIC
BUILDING SCHoOOL
ASSISTANCE BUILDING
ADMINISTRATION PROGRAM PROGRAM
REVENUES:
State ASSISIANCE. . . . . .. $ — $ 599,392 $ 80,000
Sales, Servicesand Charges . .. .............. ... ......... 6 — —
Federal Government. . .. ............. . — — —
InvestmentIncome . . ... ....... . . . . . . ... 62 4,257 4,883
Other. . . 6 1,729 1,026
TOTALREVENUES . . ...t ttsssnnnnnnnnnnnnnsnnnns 74 605,378 85,909
EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education . ................... 6,469 — 9,624
TOTAL EXPENDITURES . . ......¢ue e eennnennnnnnnnnnnns 6,469 — 9,624
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES . .......cocoueursnnunnnnnns (6,395) 605,378 76,285
OTHER FINANCING SOURCES (USES):
Transfers-in. . . . . ... ... 5,608 — —
Transfers-out . ... ... ... — — (4,857)
TOTAL OTHER FINANCING SOURCES (USES). . . . . ..o c v eaan 5,608 — (4,857)
NET CHANGES IN FUND BALANCES . . ...... ¢t enenannnns (787) 605,378 71,428
FUND BALANCES (DEFICITS), JULY 1 (asrestated) . ........couvuunus 1,536 (1,670,975) 82,280
FUND BALANCES (DEFICITS), JUNE 30................ $ 749 $ (1,065,597) $ 153,708
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FEDERAL

VOCATIONAL
SCHOOL

EDUCATIONAL SCHOOL BUILDING
FACILITIES FACILITIES ASSISTANCE TOTAL

221,435  $ — 10,598 $ 911,425

1 — — 7

— 1,481 — 1,481

9,687 — 101 18,990

— — — 2,761

231,123 1,481 10,699 934,664
538,554 860 — 555,507
538,554 860 — 555,507
(307,431) 621 10,699 379,157

— — — 5,608
(751) — — (5,608)

(751) — — —

(308,182) 621 10,699 379,157
(378,088) (621) — (1,965,868)
$ (686,270) $ — 10,699 $ (1,586,711)
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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, 2006

(dollars in thousands)

SCHOOL
FACILITIES
COMMISSION
Net Change in FUNA BalANCES............ccuvceeeeeercmersisnssesesssssnsssssansssssnsssssmsssssansssssnssssssssssssssssssnssssanssssss $ 379,157
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.
Depreciation EXPENSE. ...........ccveieiieieitieiicticie ettt (13)
Revenues in the Statement of Activities that do not provide current financial resources are not
reported as revenues in the governmental funds. (621)
Expenses for compensated absences reported in the Statement of Activities are not reported as
expenditures in the governmental funds. (131)
378,392

(017 Ty Lo (=30 I = = $
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STATE OF OHIO

COMBINING BALANCE SHEET
CULTURAL FACILITIES COMMISSION

DISCRETELY PRESENTED COMPONENT UNIT

JUNE 30, 2006

(dollars in thousands)

ASSETS:

Cash Equity with Treasurer . ... ....................
Collateral on Lent Securities. . .. ............c.c.......
Other ASSEtS. . . ..o e

TOTALASSETS. ... ..o

LIABILITIES AND FUND BALANCES:

LIABILITIES:

Accounts Payable. . .. ...... ... ... .. .. . . ... . ...,
Accrued Liabilities. . ... ........ ... ... . . . ...,
Obligations Under Securities Lending .. ..............

TOTALLIABILITIES .........ccoiiiiiiiiiinnnns

FUND BALANCES:
Reserved for:
Encumbrances . .. ... .. ... ..
Other:
Prepaids. . ... ... ... . .
Compensated AbSences. . . .. ........c.ouuuunon..
Unreserved/Undesignated (Deficits). . . . ..............

TOTAL FUNDBALANCES .................c.....
TOTAL LIABILITIES AND FUND BALANCES. ..

228

SPECIAL REVENUE FUND
CULTURAL
& SPORTS
FACILITIES
BUILDING CAPITAL
ADMINISTRATION IMPROVEMENTS DONATIONS
$ 762 $ 15,946 $ 181
431 9,019 102
4 — —
$ 1,197  § 24965  $ 283
$ 34 $ 2,099 $ —
43 — —
431 9,019 102
508 11,118 102
22 15,752 —
4 — —
8 — —
655 (1,905) 181
689 13,847 181
$ 1,197  § 24,965  $ 283




TOTAL

$ 16,889
9,552

3 26,445

$ 2,133
43
9,552

11,728

15,774

(1,069)
14,717

3 26,445
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STATE OF OHIO

RECONCILIATION OF THE BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

CULTURAL FACILITIES COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT

JUNE 30, 2006

(dollars in thousands)

CULTURAL
FACILITIES
__COMMISSION _
TOLAl FUNA BAIANCES...........ceeeeerssssecnesssssssssnsssssssssnsssssssssssssssssssssnsssssssssnnssssssssanssnssssssssnnssssssnnnsssssssnne $ 14,717
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:
L7 T To PPN 11,858
Buildings, net of $14,398 accumulated depreCiation.................cceevveveeeeeresiieeeeieesieesreesraeseesanes 45,873
57,731
The following liabilities are not due and payable in the current period, and therefore, are not
reported in the funds.
(64)

Refund and Other Liabilities-Compensated ADSENCES.............cccuueiveeereiiiisieeesie e

TO1Al INET ASSELS.....cccsesvvisiisssssssssssssssnsnnnnnnesesesssesssssesssresassassssssssssssssssnnnnsnnnsnnnnsnssssnsnsssssssassssssnnnnnnnnnnnne $ 72,384
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STATE OF OHIO

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

CULTURAL FACILITIES COMMISSION
DISCRETELY PRESENTED COMPONENT UNIT
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

REVENUES:
State Assistance. ...........
Sales, Services and Charges . .
Investment Income.. .. .......

EXPENDITURES:
CURRENT OPERATING:

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

TOTAL EXPENDITURES .....

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

OTHER FINANCING SOURCES
Transfers-in. . ..............
Transfers-out ..............

(USES):

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

NET CHANGE IN FUND BALANCES

FUND BALANCES, (DEFICITS), JULY 1

FUND BALANCES, JUNE 30

232

SPECIAL REVENUE FUND
CULTURAL
& SPORTS
FACILITIES
BUILDING CAPITAL
ADMINISTRATION IMPROVEMENTS DONATIONS
$ — $ 30,921 § —
24 — —
36 808 7
2 — 38
62 31,729 45
879 14,058 —
879 14,058 —
(817) 17,671 45
1,120 — —
— (1,120) —
1,120 (1,120) —
303 16,551 45
386 (2,704) 136
$ 689 $ 13,847 § 181




TOTAL

$ 30,921
24

851

40

31,836

14,937
14,937

16,899

1,120
(1,120)

16,899
(2,182)

$ 14,717
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STATE OF OHIO

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES

TO THE STATEMENT OF ACTIVITIES

CULTURAL FACILITIES COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

CULTURAL
FACILITIES
COMMISSION
Net Change in FUNA BalANCES............ccceceeeeeesimeriisnssssmesssssnsssssmnsssssssssssmsssssanassssnssssssnsssssssssssnssssanssssss $ 16,899
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.
Depreciation EXPENSE. ...........ccccieiieieciieiictieis ettt (1,340)
Expenses for compensated absences reported in the Statement of Activities are not reported as
expenditures in the governmental funds. (4)
CRANGE iN NET ASSEOLS .....eeeeeerieesiresiesseese s e ssn s sm s s nessm s s nessansssnessanessnsssmnnssmnssmnnesmassnnnsnasssnessnnssns $ 15,555
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STATE OF OHIO

BALANCE SHEET

¢TECH OHIO COMMISSION

DISCRETELY PRESENTED COMPONENT UNIT
JUNE 30, 2006

(dollars in thousands)

eTECH OHIO
__COMMISSION _
ASSETS:
Cash Equity with Treasurer . ....................... $ 6,653
Collateral on Lent Securities. . ... ..........c.c.c.c...... 3,763
Receivable from Primary Government . . .. ............ 885
Other Receivables . .............. ... .. .......... 39
Other ASSElS. . . . oo 2
TOTALASSETS. ... eiiiieannnnn $ 11,342
LIABILITIES AND FUND BALANCE:
LIABILITIES:
Accounts Payable. . .. ....... ... ... ... ... $ 699
Accrued Liabilities. . .. ........... .. ... . . ... 318
Obligations Under Securities Lending ... ............. 3,763
TOTALLIABILITIES ... ...... ... eeinannnnn 4,780
FUND BALANCE:
Reserved for:
ENcuUmbrances . . ... ... ... et 248
Federal Programs . . ..., 19
Other:
Prepaids. . . . ..o 2
Compensated Absences. . . ...................... 5
Unreserved/Undesignated . ... ..................... 6,288
TOTAL FUNDBALANCE .............ccccvvuuunn 6,562
TOTAL LIABILITIES AND FUND BALANCE .... $ 11,342
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STATE OF OHIO

RECONCILIATION OF THE BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

eTECH OHIO COMMISSION

DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT

JUNE 30, 2006

(dollars in thousands)

eTECH
OHIO
__COMMISSION _
TOLAl FUNA BAIANCES...........eeeeerssssecneessssssssnsssssssssnsssssssssnsssssssssssnsssssssssnnsnssssssanssnssssssssnnssssssnnnsssssssnne $ 6,562
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 $2,219 accumulated depreciation...............cc..coceevveeveesvveseennnn. 1,021
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 ADSEINCES............cccoucieveeroeeiieseee e (601)
TOTAI NET ASSEIS.......eeeeeerisssesnneesssssssnnsesssssssnnsesssssssnnsssssssssnssnsssssssnnsssssssssnnsnssssssannsnssssssnnnnrsssssnnnsssssssnne $ 6,982
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STATE OF OHIO

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

eTECH OHIO COMMISSION

DISCRETELY PRESENTED COMPONENT UNIT
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

eTECH OHIO
COMMISSION
REVENUES:
State ASSISIANCe. . . . ... $ 33,842
Licenses, Permitsand Fees . . ... ............c.c.uuuiiiin.. 4
Federal Government. . . ......... ... . . . . .. 374
Other. . . 2,613
TOTALREVENUES. . ... ... e et s s esnnennnnnnnnnnnns 36,833
EXPENDITURES:
CURRENT OPERATING:
Primary, Secondary and Other Education ... ................. 35,349
TOTALEXPENDITURES . ... ... .. esnenennnnnnannnnns 35,349
NET CHANGE INFUND BALANCE . . ...... .. e e eesenennnnnns 1,484
FUND BALANCE, JULY 1 . . . sttt et s et s s s msassnnnnannnanns 5,078
FUND BALANCE, JUNE 30.............ccccciiiiiiiinnnn. $ 6,562
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STATE OF OHIO

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES

eTECH OHIO COMMISSION
DISCRETELY PRESENTED GOVERNMENTAL COMPONENT UNIT

FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(dollars in thousands)

eTECH
OHIO
COMMISSION
Net Change in FUNA BalANCE.............cccurceeeeeercmeriisnssesmesssssnsssssmnssssassssssmsssssansssssnssssssnssssssassssnssssanssssas $ 1,484
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 Outay EXPENAITUIES............oue ittt e e st e aeeren e 61
Depreciation EXPENSE...........cccueeo ettt 484
Excess of Capital Outlay Over Depreciation EXPENSE............c.ccuuuueeesceeeniiie i 545
Expenses for compensated absences reported in the Statement of Activities are not reported as
expenditures in the governmental funds. (78)
(017 T Lo (=3 I = = N $ 1,951
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STATISTICAL SECTION

This section of the State of Ohio's Comprehensive Annual Financial Report presents detailed
information as a context for understanding the information in the financial statements, note
disclosures, and required supplementary information.

Pages

FIinancial TreNdS....... ..o 241-249
These schedules contain trend information to assist the reader in understanding how
the State’s financial performance and condition have changed over time.

ReVENUE CaP@CILY .........cuiiiiiiiiiiii et 250-257
These schedules contain information to assist the reader in assessing the State's two
most significant own-source revenues: income taxes and sales taxes.

DeEbt CapPaCity ..........eoiiiiieiii e 258-262
These schedules present information to assist the reader in assessing the affordability
of the State's current levels of outstanding debt and its ability to issue additional debt
in the future.

Economic and Demographic Information....................cccoo 263-264
These schedules offer economic and demographic indicators to assist the reader in
understanding the environment within which the State's financial activities take place.

Operating INformation ... 265-268

These schedules contain service and infrastructure data to assist the reader in
understanding how the information in the State's financial report relates to the
services the State provides and to the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual financial
reports for the relevant year. In fiscal year 2002, the State implemented Governmental Accounting Standards
Board Statement No. 34, Basic Financial Statements—and Management’s Discussion and Analysis—for State
and Local Governments; consequently, schedules presenting government-wide information commence with
that year.
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STATE OF OHIO

NET ASSETS BY COMPONENT
FOR THE LAST FIVE FISCAL YEARS

(accrual basis of accounting)
(dollars in thousands)

2006 2005 2004 2003 2002

GOVERNMENTAL ACTIVITIES:
Invested in Capital Assets, Net of Related Debt............ $20,889,063 $20,285,186  $19,941,259  $19,261,553  $18,653,976
Restricted for:
Constitutional Provisions:

Primary, Secondary and Other Education............... 9,607 8,200 15,862 5,128 5,759
Transportation and Highway Safety...........ccccoe..... 921,993 744,913 698,428 638,615 819,829
State and Local Highway Construction................... 127,121 129,299 126,517 124,022 124,957
Externally Imposed Constraints:
Federal Programs..........cccceeviiiiiinicinie e 75,776 38,656 32,858 75,967 48,997
Coal Research and Development Program... — — — 8,488 17,340
Clean Ohio Program...........cccoeeeieeiiieesiieesie e 93,682 41,673 80,530 79,457 51,358
Community and Economic Development
and Capital PUrpOSES.........cccuvveeiiieeeciiiee e, 883,385 935,842 924,533 929,213 810,275
Enterprise Bond Program 10,000 10,000 10,000 10,000 —
Total Restricted Net Assets..........ccccoecevennnen. 2,121,564 1,908,583 1,888,728 1,870,890 1,878,515
Unrestricted (DefiCitS)......ooovviveriiiinieiieic e (4,067,042) (3,988,883) (4,331,377) (4,277,649) (2,979,838)

TOTAL GOVERNMENTAL ACTIVITIES NET ASSETS... $18,943,585 $18,204,886 $17,498,610 $16,854,794  $17,552,653

BUSINESS-TYPE ACTIVITIES:
Invested in Capital Assets, Net of Related Debit............ $ 10,363 § (1,839) $ 5873 § 19,827  § 24,197
Restricted for:
Externally Imposed Constraints:

Workers' Compensation..........ccccceeeevveeeeiiieeesnnn. — — 866,307 545,756 1,880,808
Deferred Lottery Prizes.........ccccovvvvencieiesieninenne 56,669 102,614 83,603 169,822 97,040
Unemployment Compensation............c.ccoceereeenee. 675,666 663,921 809,037 1,286,679 1,912,422
Ohio Building Authority 28,041 26,996 28,457 24,600 28,003
Auditor of State's Office.........cccvvviiiiiiiiiiiiciieee — — — — 406
Total Restricted Net Assets.........cccccevveereeninen. 760,376 793,531 1,787,404 2,026,857 3,918,679
Unrestricted (DEfICItS).....coovvereeriieriereee e (247,241) (1,141,542) (223,611) (264,186) (12,846)

TOTAL BUSINESS-TYPE ACTIVITIES NET ASSETS.... $ 523,498 § (349,850) $ 1,569,666 $ 1,782,498 § 3,930,030

PRIMARY GOVERNMENT:
Invested in Capital Assets, Net of Related Debi............ $20,899,426  $20,283,347 $19,947,132 $19,281,380 $18,678,173
RESHCIEM. ... 2,881,940 2,702,114 3,676,132 3,897,747 5,797,194
Unrestricted (Deficits) . (4,314283)  (5,130,425)  (4,554,988)  (4,541,835)  (2,992,684)
TOTAL PRIMARY GOVERNMENT NET ASSETS........... $19,467,083 $17,855036 $19,068276 $18637,292  $21,482,683

Note:

When practical, net assets reported on the above table have been restated for prior period adjustments, corrections, and reclassi-
fications. However, restatements do not include changes in reporting entity. For comparative purposes, however, the effects of
such adjustments and corrections on the revenue and expense activity reported for the applicable fiscal years on the "Changes in
Net Assets" table may not have been determined for presentation on that table.

241



STATE OF OHIO

CHANGES IN NET ASSETS
FOR THE LAST FIVE FISCAL YEARS

(accrual basis of accounting)
(dollars in thousands)

2006 2005 2004 2003
EXPENSES:
GOVERNMENTAL ACTIVITIES:
Primary, Secondary and Other Education...............cccccoceeenne $ 11,157,283 $ 10,500,807 $ 10,234,524 $ 8,498,696
Higher Education Support............ccccceennee. 2,608,007 2,475,281 2,494,828 2,515,379
Public Assistance and Medicaid..............cccceeeeecuieeecirieecennnen. 14,909,149 14,247,598 13,557,787 12,683,617
Health and Human Services.........cccoeeeeiiieeiicieeecieeceeeea 3,526,763 3,333,997 2,950,880 2,930,071
Justice and Public Protection 3,111,577 2,972,666 2,809,295 2,435,774
Environmental Protection and Natural Resources.................. 406,632 397,852 397,884 403,445
TransSpPoOrtation...........cooiieiiiiie e 1,925,841 2,080,958 1,433,439 1,532,040
General GOVErNMENL...........uvviiiieieeeieeeeeeee e 952,248 670,146 607,376 486,013
Community and Economic Development............c.ccccoceeveens 3,618,550 3,432,302 3,493,357 827,530
Intergovernmental............oooooiiiiiiiiie e — — — 3,587,357
Interest on Long-Term Debt
(excludes interest charged as program expense)................ 175,732 175,700 189,583 195,559
TOTAL GOVERNMENTAL ACTIVITIES EXPENSES........... 42,391,782 40,287,307 38,168,953 36,095,481
BUSINESS-TYPE ACTIVITIES:
Workers' Compensation...........ccceeiiieeiiiiiie e 2,011,480 3,232,669 3,072,477 4,088,796
Lottery CommisSioN.........cc.ooiiiiiiiiiiieiii e 1,625,309 1,581,100 1,575,279 1,523,764
Unemployment Compensation.............ccceeeieeeeiniieeiniiieeeees 1,161,776 1,194,040 1,639,014 1,838,949
Ohio Building Authority.........cccoooiiiiiiiieiie e 25,797 27,327 27,524 30,824
Tuition Trust AUthOrity.........ocoiiiiiiiii e, 67,162 30,214 118,834 388,469
Liquor Control...........ocueiiiiiieiie e 423,373 401,187 374,507 354,547
Underground Parking Garage..........ccccocoeeriiiniieniiciniecceeeee. 2,993 2,692 2,199 2,515
Office of Auditor of State............cocoeeiiiiiiiii e 71,729 73,501 75,758 84,087
TOTAL BUSINESS-TYPE ACTIVITIES EXPENSES............ 5,389,619 6,542,730 6,885,592 8,311,951
TOTAL PRIMARY GOVERNMENT EXPENSES................... $ 47,781,401 $ 46,830,037 $ 45,054,545 $ 44,407,432
PROGRAM REVENUES:
GOVERNMENTAL ACTIVITIES:
Charges for Services, Fees, Fines and Forfeitures:
Public Assistance and Medicaid..............ccccceeeeecvieeeciiieeeenne.. $ 639,821 $ 612,629 § 556,006 $ 526,679
Justice and Public Protection.... 912,421 850,032 832,787 694,517
General Government...............c..cooevvevvnnnn, 474,975 405,805 413,028 330,249
Community and Economic Development.............ccccooceeeeenen. 288,490 313,724 295,078 260,705
Other ACHVItIES......c.veeeeeiiie e 494,550 372,243 432,251 364,752
Operating Grants, Contributions
and Restricted Investment Income/(LOSS).........cccceeeiiieeeennes 14,336,540 13,774,602 12,979,579 11,772,552
Capital Grants, Contributions
and Restricted Investment Income/(LOSS).........cccceeveiieeeennes 1,288,100 1,088,146 890,444 930,497
TOTAL GOVERNMENTAL ACTIVITIES
PROGRAM REVENUES. 18,434,897 17,417,181 16,399,173 14,879,951
BUSINESS-TYPE ACTIVITIES:
Charges for Services, Fees, Fines and Forfeitures:
Workers' Compensation...........cccceeiiieeiiiiiie e 2,118,571 2,213,121 2,138,634 2,184,192
Lottery CommisSiON..........c.cooiiiiiiiiiieiie e 2,227,386 2,164,857 2,166,512 2,083,108
Unemployment Compensation.............ccoceeeiieeeiniieeiniiieeeees 1,163,397 1,044,500 61,033 50,634
Liquor Control..........ooeeiiiiiiieiie e 606,905 556,213 520,161 493,195
Other ACHVItIES........eeeeeeee e 81,555 77,414 110,820 178,340
Operating Grants, Contributions
and Restricted Investment Income/(LOSS).........cccceeeiiiienennes 883,003 1,183,511 2,455,783 1,895,246
Capital Grants, Contributions
and Restricted Investment Income/(LOSS).........ccccoovrrieennen. — — 332 956
TOTAL BUSINESS-TYPE ACTIVITIES
PROGRAM REVENUES. 7,080,817 7,239,616 7,453,275 6,885,671
TOTAL PRIMARY GOVERNMENT
PROGRAM REVENUES. $ 25,515,714 $ 24,656,797 $ 23,852,448 $ 21,765,622
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2002

8,141,634
2,710,111
11,953,033
2,847,339
2,451,328
371,103
1,507,932
762,725
831,994
3,552,148

203,811

35,333,158

4,565,493
1,467,203
1,660,148
33,724
284,960
339,294
2,336
78,302

8,431,460

43,764,618

509,184
702,145
444,342
291,876
335,025

11,230,106

942,200

14,454,878

2,376,252
1,988,124
694,090
470,515
237,346

(59,232)

5,707,095

20,161,973

(Continued)
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STATE OF OHIO

CHANGES IN NET ASSETS
FOR THE LAST FIVE FISCAL YEARS

(accrual basis of accounting)
(dollars in thousands)
(continueq)

NET (EXPENSE) REVENUE:
Governmental ACHVItIeS..........eeveieeeieiie e
Business-Type ACHIVItIES........cocevrieiiiiiiiiiieee e

TOTAL PRIMARY GOVERNMENT NET (EXPENSE,).........

GENERAL REVENUES AND
OTHER CHANGES IN NET ASSETS:
GOVERNMENTAL ACTIVITIES:
TAXES:

Restricted for Transportation Purposes:
Motor Vehicle Fuel Taxes..........ccccovciiiiiniiiiiiiiciiieee e

TOTAL TAXES.
Tobacco Settlement...........ccceveeieiiiieecee e

Escheat Property.........ccceviiiiiiiiiee e
Unrestricted Investment Income..

TOTAL GOVERNMENTAL ACTIVITIES.
BUSINESS-TYPE ACTIVITIES:

TOTAL BUSINESS-TYPE ACTIVITIES.

TOTAL PRIMARY GOVERNMENT.

CHANGE IN NET ASSETS:
Governmental ACHVItIeS..........eeeiivieeeeiee s
Business-Type ACHVItIES........cccevriieiiiiiiierieece e

TOTAL PRIMARY GOVERNMENT

2006 2005 2004 2003

$ (23,956,885) $ (22,870,126) $ (21,769,780) $ (21,215,530)
1,691,198 696,886 567,683 (1,426,280)

$ (22,265,687) $ (22,173,240) $ (21,202,097) $ (22,641,810)
$ 9854803 $ 9450119 § 8526572 $ 8,231,233
7,623,513 8,135,552 7,915,493 6,470,645
2,359,338 1,838,882 1,755,736 1,682,945
1,084,143 577,699 557,543 599,943
645,856 651,646 641,273 649,027
1,850,939 1,753,390 1,631,631 1,462,608
23,418,592 22,407,288 21,028,248 19,096,401
336,044 321,335 316,799 345,075

93,782 91,867 74,268 43173
128,772 46,797 18,159 5,285

— — 193,033 193,033

295 287 1,940 1,802

818,636 807,653 781,149 755,855
24,796,121 23,675,227 22,413,596 20,440,624
— 2,040 622 29,726

— — 12 44

932 5,837 — 4,833
(818,636) (807,653) (781,149) (755,855)
(817,704) (799,776) (780,515) (721,252)

$ 23978417 $ 22875451 $ 21,633,081 $ 19,719,372
$ 839,236 $ 805,101 $ 643,816 $  (774,906)
873,494 (102,890) (212,832) (2,147,532)

$ 1,712,730 $ 702211 § 430,984 $ (2,922,438)

Notes:

Balances have been restated for prior period adjustments, corrections, and reclassifications, when practical.

For comparative purposes, data for fiscal years 2002 and 2003 have not been restated for the effects of reclassifying the "Intergovernmental”

expense function to other functions.
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2002

$ (20,878,280)
(2,724,365)

$ (23,602,645)

$ 7,961,718
6,413,916
1,640,433

895,414

1,451,767
18,363,248

368,588
50,745
72,262

33
743,821

19,598,697

346,891
2,475
(743,821)

(394,455)
$ 19,204,242

$  (1,279,583)

(3,118,820)
$ (4,398,403
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5 STATE OF OHIO

CHANGES IN FUND BALANCES FOR GOVERNMENTAL FUNDS
FOR THE LAST TEN FISCAL YEARS

(modified accrual basis of accounting)
(dollars in thousands)

2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
REVENUES:
Income Taxes......ccccceevveeeecueeeeenns $9,726,268 $9,398,979 $8,479,900 $8,210,130 § 7,982,461 $8,302,892 $8,098,155 $7,143,344 $6,828,242 $ 5,879,016
Sales TaxesS.......coccvvvveeeeeeeeeeeennes 7,623,513 8,135,552 7,915,493 6,470,643 6,385,248 6,248,705 6,233,089 5,834,299 5,560,402 5,262,460
Corporate and Public Utility Taxes... 2 359,337 1,838,883 1,755,736 1,682,943 1,640,433 1,726,263 1,697,970 1,817,641 1,969,190 1,897,439
Motor Vehicle Fuel Taxes................ 1,850,940 1,753,389 1,631,632 1,462,608 1,451,767 1,457,454 1,459,374 1,445,679 1,399,948 1,351,476
Cigarette Taxes........ccoceeviveeeeniinenn. 1,084,143 577,698 557,543 599,943 281,292 282,481 287,710 290,566 296,645 298,407
Other Taxes......cccovueeeeiiieeeiniieeeee 645,857 651,647 641,274 649,027 614,122 647,857 625,376 626,939 593,906 574,462
Licenses, Permits and Fees 2,137,549 1,851,739 1,804,291 1,564,429 1,521,736 1,219,605 1,156,379 1,137,577 1,109,895 1,073,907
Sales, Services and Charges.......... 77,071 83,846 85,547 87,628 94,597 83,891 86,981 81,731 76,091 79,051
Federal Government..........c...c........ 15,421,095 14,640,717 13,893,741 12,791,973 11,734,436 10,433,668 9,321,234 8,697,800 8,349,038 8,454,831
Tobacco Settlement.... 294,725 321,050 316,322 369,619 368,588 315,812 412,270 — — —
Escheat Property..........ccccoviennins 145,695 118,719 103,767 84,642 52,628 — — — — —
Investment Income...........ccocoeveeens 440,623 228,186 110,876 121,592 282,457 486,817 443,566 554,915 554,523 418,799
Other e 627,312 640,076 577,637 526,164 635,812 514,544 481,856 481,748 473,432 436,154
TOTAL REVENUES.................... 42,434,128 40,240,481 37,873,759 34,621,341 33,045,577 31,719,989 30,303,960 28,112,239 27,211,312 25,726,002
EXPENDITURES:
Current Operating:
Primary, Secondary and
Other Education............ccccceeeenne 11,026,085 10,377,748 10,127,804 8,451,164 8,142,972 7,194,883 6,634,181 6,403,978 5,927,471 5,449,086
Higher Education Support.............. 2,499,074 2,369,279 2,386,570 2,408,059 2,449,614 506,511 439,137 377,868 354,530 422,482
Public Assistance and Medicaid.... 14,907,511 14,240,939 13,617,263 12,731,148 11,854,582 10,894,942 9,488,379 8,561,652 8,462,208 8,367,021
Health and Human Services.......... 3,461,571 3,276,589 3,098,669 2,894,321 2,792,890 2,555,221 2,613,853 2,548,360 2,485,176 2,328,762
Justice and Public Protection........ 3,055,124 2,903,061 2,522,823 2,348,232 2,378,120 2,232,421 2,167,402 2,035,739 1,870,507 1,761,521
Environmental Protection and
Natural Resources............cccc...... 395,016 379,273 365,511 369,119 355,576 340,574 354,180 330,069 315,622 299,607
Transportation............... 2,185,928 2,077,669 1,807,912 1,942,040 1,897,807 1,756,201 1,680,736 1,497,553 1,494,130 1,465,258
General Government 792,645 585,161 493,237 501,966 733,591 468,791 575,576 661,011 625,275 528,592
Community and Economic
Development..........ccccoeviieninennn. 3,549,065 3,362,574 3,380,557 718,088 748,185 541,166 452,516 398,905 391,893 344,950
Intergovernmental ...............cc...... — — — 3,573,227 3,563,306 3,361,184 3,257,632 2,898,094 2,735,799 2,570,501
Capital Outlay........ccccoviiiieiiae 485,904 466,913 458,118 498,066 465,843 411,817 629,753 1,256,271 1,248,346 1,138,286
Debt service:
Principal.........ccoooiiiiii 1,126,643 1,162,970 877,116 815,034 783,411 765,832 697,880 673,592 620,862 644,315
Interest........ccoiiiiiiiiiiie 332,622 253,260 458,330 435,970 410,193 371,705 356,115 350,533 401,556 389,633
TOTAL EXPENDITURES........... 43,817,188 41,455,436 39,593,910 37,686,434 36,576,090 31,401,248 29,347,340 27,993,625 26,933,275 25,710,014
EXCESS (DEFICENCY) OF
REVENUES OVER (UNDER)
EXPENDITURES.........cccooevvienrunes (1,383,060) (1,214,955) (1,720,151) (3,065,093) (3,530,513) 318,741 956,620 118,614 278,037 15,988




VA4

2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
OTHER FINANCING SOURCES (USES):
Bonds and Certificates of
Participation Issued....................... 1,524,269 1,347,285 1,574,566 1,405,000 1,200,000 903,828 1,102,374 1,270,485 871,309 1,296,255
Refunding Bonds Issued................. 156,240 706,835 247,297 1,025,040 341,451 504,786 — 173,500 339,431 342,661
Payment to Refunded Bond
Escrow Agents........cccceevevvereenene. (172,770) (768,952) (260,146)  (1,091,881) (339,042) (499,750) — (173,376) (338,895) (341,716)
Premiums........coeoevviiiiiccee 71,475 142,926 111,270 188,952 37,124 — — — — —
DiSCOUNLS.....ccviiviriiriirieiceeeee — (94) (7,923) (33,649) (2) — — — — —
Capital Leases... 4,959 335 400 3,391 1,480 — 4,924 2,257 13,720 3,970
Transfers-in....... .. 3,319,821 3,323,250 3,246,329 3,250,997 3,203,580 3,121,285 3,409,874 3,470,045 3,222,734 3,008,449
Transfers-out..........ccceevenenne .. (2,501,185) (2,515,597) (2,465,180) (2,495,142) (2,459,759) (2,361,079) (2,648,146) (2,698,223) (2,422,736)  (2,202,129)
Transfers to Component Units......... — — — — — (2,250,914) (1,671,985) (1,564,910) (1,520,432) (1,410,667)
TOTAL OTHER FINANCING
SOURCES (USES)........cceovnus. 2,402,809 2,235,988 2,446,613 2,252,708 1,984,832 (581,844) 197,041 479,778 165,131 696,823
NET CHANGE IN
FUND BALANCES...........ceourunnes $1,019,749 $1,021,033 $ 726,462 $ (812,385) $(1,545,681) $ (263,103) $1,153,661 $ 598,392 $ 443,168 $ 712,811
Debt Service as a Percentage
of Noncapital Expenditures.......... 3.5% 3.6% 3.5% 3.5% 3.4% 3.8% 3.8% N/A N/A N/A
Additional Information:
Increase (Decrease) for
Changes in Inventories................ $12,636 ($1,102) $1,710 ($8,143) $105 ($3,961) $1,367 ($2,792) $382 $986
Residual Equity Transfers (Net)....... N/A N/A N/A N/A N/A ($2,168) ($3,732) ($5,656) ($5,147) ($5,737)

Notes:

Revenues, expenditures, and other financing sources (uses) have been restated for prior period adjustments, corrections, and reclassifications, when practical. Significant items of note are as

follows:

® For comparative purposes, data for fiscal years 1997 through 2001 have not been restated for the following items, which impacted the governmental funds amounts shown for fiscal year 20/

and thereafter:

- The implementation of the reporting provisions of GASB Statement No. 34, Basic Financial Statements—and Management's Discussion and Analysis—for 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

been reported in the General Fund.

- Expenditure data presented after fiscal year 2001 includes payments to colleges and universities that were reported as "Transfers to Component Units" in previous years.
® For comparative purposes, data for fiscal years 1997 through 2003 have not been restated for the effects of reclassifying the "Intergovernmental" expenditure function to other functions.
® The expenditure data for fiscal years 1997 through 1999 have not been restated for a reclassification of capital outlay expenditures to the "Higher Education Support" function and the

"Intergovernmental” expenditure character. Therefore, the debt service as a percentage of noncapital expenditures is not presented for these years since the resulting percentages would

not be comparable with subsequent years.



SSTATE OF OHIO

FUND BALANCES OF GOVERNMENTAL FUNDS
FOR THE LAST TEN FISCAL YEARS

(modified accrual basis of accounting)

(dollars in thousands)

2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
GENERAL FUND:
Reserved ........ccooooiviiiiiiiiceee $ 617,733 $ 627,395 $ 661238 $ 557638 $ 556,036 $ 2,154,861 $ 1,485966 $ 1,562,040 $ 1,518,040 $ 1,438,917
Unreserved (DefiCits).........ccoovvreereennen. 1,291,950 649,420 105,333 (452,491) 206,214 (46,466) 1,035,085 1,078,032 1,093,155 880,141
TOTAL GENERAL FUND.............c.ueu... 1,909,683 1,276,815 766,571 105,147 762,250 2,108,395 2,521,051 2,640,072 2,611,195 2,319,058
ALL OTHER GOVERNMENTAL FUNDS:
Reserved.........ccoovviiiiiiiiiiciee 6,371,192 6,194,524 5,240,145 4,863,068 4,684,021 5,149,718 6,009,038 4,653,153 4,092,366 3,736,401
Unreserved (Deficits), reported in:
Special Revenue Funds...........ccccoc.. (2,048,150) (2,369,192) (1,614,473) (1,229,230) (586,200) (1,068,729) (1,764,304) (159,344) 35,916 (68,886)
Debt Service Funds.........ccccccevrienienne — — — (49) (21) (473) — 558 599 950
Capital Projects Funds........................ (165,591) 33,139 (178,063) (252,928) (331,359) (94,797) (355,200) (180,739) (447,492) (129,842)
TOTAL ALL OTHER
GOVERNMENTAL FUNDS................ 4,157,451 3,858,471 3,447,609 3,380,861 3,766,441 3,985,719 3,889,534 4,313,628 3,681,389 3,538,623

TOTAL GOVERNMENTAL FUNDS....... $ 6,067,134 §$ 5,135,286 $ 4,214,180 $ 3,486,008 $ 4,528,691 $ 6,094,114 $ 6,410,585 $ 6,953,700 $ 6,292,584 $ 5,857,681

Note:

When practical, fund balances reported on the above table have been restated for prior period adjustments, corrections, and reclassifications. However, restatements do not include changes
in reporting entity. For comparative purposes, however, the effects of such adjustments and corrections on the revenue and expenditure activity reported for the applicable fiscal years on

the "Changes in Fund Balances for Governmental Funds" table and the "Condensed Statement of Revenues, Expenditures and Changes in Fund Balances for the General Fund" table may not
have been determined for presentation on each of the two respective tables.



STATE OF OHIO

CONDENSED STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES FOR THE GENERAL FUND

FOR THE LAST TEN FISCAL YEARS
(modified accrual basis of accounting)
(dollars in thousands)

2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
REVENUES:
INCOME TaXES ...cvviiviiiiiiiiceie e $ 8,889,463 $8,563,376 $7,645597 $7,374,239 $7,129,512 $7,446,990 $7,243,856 $6,389,926 $6,107,084 $ 5,257,395
Sales TaXeS ....ccceveeeenieeseeese e 7,302,441 7,816,395 7,596,254 6,153,743 6,066,023 5,922,333 5,919,129 5,539,780 5,277,997 4,995,691
Corporate and Public Utility Taxes................ 1,774,113 1,468,576 1,381,752 1,302,968 1,276,159 1,604,402 1,604,604 1,718,482 1,862,497 1,794,592
Cigarette TaXes......ccccoveeveneeiienenieseseen 1,084,142 577,671 557,532 599,941 281,290 282,481 287,709 290,563 296,627 298,407
Other Taxes ......ccooveevviiniiiieeeeeee e 584,689 591,998 580,143 595,498 556,946 590,225 573,888 578,993 548,188 529,883
Licenses, Permits and Fees .............cco.... 209,054 148,877 121,953 115,199 100,858 101,352 96,954 94,789 96,411 87,511
Sales, Services and Charges .............ccc....... 46,067 41,911 44,233 44,899 51,211 40,895 45,738 43,586 38,947 42,031
Federal Government...........ccccovvreenciecnnene. 5,526,049 5,724,597 5,904,388 5,251,885 4,563,370 4,508,747 3,993,184 3,658,824 3,385,998 3,563,004
Escheat Property .......cccccooviriieiiiiiciieee 145,695 118,719 103,767 84,642 52,628 — — — — —
Investment INCOME ........ccceeiiiiiiiiniiiieeee 305,425 140,891 43,029 33,095 145,483 234,590 287,937 399,520 381,574 277,337
OFher ..o 177,066 259,019 240,020 192,573 273,750 197,029 189,241 183,221 161,077 168,587
TOTAL REVENUES..................oceveauenn. 26,044,204 25,452,030 24,218,668 21,748,682 20,497,230 20,929,044 20,242,240 18,897,684 18,156,400 17,014,438
EXPENDITURES:
Current Operating .........cccceverveneneenereeenns 25,215,213 24,439,150 23,696,295 21,131,783 20,547,608 19,522,704 17,894,051 16,711,404 15,882,598 15,089,141
Intergovernmental............cccooiiiiiin e — — — 1,294,797 1,227,313 1,189,845 1,081,828 1,033,066 982,955 942,690
Capital Outlay 204 — — — — — 24,862 15,607 38,806 123,217
Debt Service ..........ccoevveuene 536 543 541 2,300 2,286 2,276 2,320 1,794 1,831 528
TOTAL EXPENDITURES........................... 25,215,953 24,439,693 23,696,836 22,428,880 21,777,207 20,714,825 19,003,061 17,761,871 16,906,190 16,155,576
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES............ 828,251 1,012,337 521,832 (680,198) (1,279,977) 214,219 1,239,179 1,135,813 1,250,210 858,862
OTHER FINANCING SOURCES (USES):
Bonds Issued ........cocoeciriiiiiciiiecceen 629,392 419,349 613,000 470,000 400,000 — — — — —
Premiums........oooovvvveieiiieeiieeeeeieeeeeeeeveveeeees 921 26 — — 6,029 — — — — —
Capital Leases ........ccocevvceveviiineeiieenieeecee 4,959 122 260 2,692 1,451 — 2,668 1,575 4,737 1,107
Transfers-in........ 365,326 366,376 543,443 630,122 617,185 207,488 142,267 201,151 180,176 142,605
Transfers-out........c.ccovvvevevinciniiienccee (1,201,618)  (1,216,051)  (1,019,566) (991,261) (977,731) _ (1,061,119)  (1,302,412)  (1,308,827) (1,142,014) (847,794)
TOTAL OTHER FINANCING
SOURCES (USES)..........ccccueveeeennne. (201,020) (430,178) 137,137 111,553 46,934 (853,631) (1,157,477) (1,106,101) (957,101) (704,082)
NET CHANGE IN FUND BALANCES .... 627,231 582,159 658,969 (568,645) (1,233,043) (639,412) 81,702 29,712 293,109 154,780
FUND BALANCES, JULY 1 ..o 1,276,815 695,788 105,147 762,250 2,108,395 2,521,051 2,640,072 2,611,195 2,319,058 2,167,739
Increase (Decrease)
for Changes in Inventories...........c.cccccuee..e. 5,637 (1,132) 2,455 (818) 105 (741) 511 (835) (972) (2,252)
Residual EquityTransfers-out....................... — — — — — — — — — —
FUND BALANCES, JUNE 30............................ $1,909,683 $1,276,815 $ 766,571 $ 192,787 $ 875,457 $1,880,898 $2,722,285 $ 2,640,072 $2,611,195 $ 2,320,267
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:

e For comparative purposes, revenue data for fiscal years 1997 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.
e Current expenditures presented for fiscal years 1997 through 2001 have been restated to include amounts previously reported as “Transfers to Component Units.”
e For comparative purposes, data for fiscal years 1997 through 2003 have not been restated for the effects of reclassifying the “Intergovernmental” expenditure function to other functions.



STATE OF OHIO

TAX REVENUES OF GOVERNMENTAL FUNDS BY MAJOR SOURCE
FOR THE LAST TEN FISCAL YEARS

(modified accrual basis of accounting)
(dollars in thousands)

State Income State Sales
_Year_ Taxes Taxes Total
2006 $9,726,268 $7,623,513 $17,349,781
2005 9,398,979 8,135,552 17,534,531
2004 8,479,900 7,915,493 16,395,393
2003 8,210,130 6,470,643 14,680,773
2002 7,982,461 6,385,248 14,367,709
2001 8,302,892 6,248,705 14,551,597
2000 8,098,155 6,233,089 14,331,244
1999 7,143,344 5,834,299 12,977,643
1998 6,828,242 5,560,402 12,388,644
1997 5,879,016 5,262,460 11,141,476

250



STATE OF OHIO

PERSONAL INCOME BY INDUSTRY
AND DIRECT STATE INCOME TAX RATES

FOR THE LAST TEN CALENDAR YEARS
(dollars in millions)

Industry 2005 2004 2003 2002 2001 2000 1999 1998 1997 1996

SEIVICES. ... $97,988 $93,224 $82,694 $84,835 $82,306 $58,012 $55,182 $51,987 $48,511 $45,475
Manufacturing...........cccceeeiereeccee e 55,000 54,686 55,520 52,775 52,703 54,255 54,358 53,928 52,317 51,493
GOVEINMENL.......ccoecveieeeeeeeieee e 43,648 42,545 38,966 37,656 35,906 33,385 31,380 26,041 25,120 24,242
Wholesale and Retail Trade......................... 34,049 33,379 32,395 31,910 31,735 36,309 34,230 33,276 31,148 29,465
Finance, Insurance, and Real Estate............ 22,251 22,179 20,850 19,534 18,912 16,107 15,163 13,974 12,545 11,525
CONSUCHON.....cceeiiiieeiee e 15,459 14,730 14,110 13,891 13,865 13,075 12,555 11,667 10,822 10,134
Transportation and Public Utilities................ 12,055 11,164 10,725 10,438 10,332 12,972 12,306 11,710 10,933 10,509
(O 1 =Y R 84,869 84,867 87,273 80,929 79,960 98,317 90,469 80,337 79,345 79,234

Total Personal Income........................ $365,319 $356,774  $342,533  $331,968  $325,719  $322,432  $305,643 $282,920 $270,741 $262,077
Direct State Income Tax Rates.........ccccueeee... 2.66% 2.63% 2.48% 2.47% 2.46% 2.57% 2.65% 2.51% 2.51% 2.25%

Sources:

U.S. Department of Commerce, Bureau of Economic Analysis
Ohio Department of Taxation

IGe



SSTATE OF OHIO

SALES TAX REVENUE BY TYPE
FOR THE LAST TEN FISCAL YEARS

(cash basis ot accounting)
(dollars in thousands)

Type 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997

Vendors' Sales................... $6,621,450  $6,957,051 $6,601,482  $5,630,678  $5,322,500 $4,710,651 $4,680,221 $4,385,969 $4,131,889  $3,954,565
Motor Vehicles

and Watercraft................ 994,121 1,122,538 1,183,196 1,024,026 965,261 1,470,319 1,474,251 1,352,136 1,263,594 1,135,403
Alcoholic Beverages.......... 27,118 26,878 24,918 20,341 19,562 18,671 17,547 16,626 16,036 15,446
Delinquencies

and Assessments........... 30,354 24,867 25,099 26,389 36,215 37,468 47,663 66,853 136,680 145,673
Permissive Taxes:

County Levies................. 13,044 12,157 11,984 11,360 10,910 10,854 10,737 10,218 9,843 9,191

Transit Authorities.......... 2,929 2,907 2,835 2,764 2,662 2,748 2,670 2,497 2,360 2,182

Total Sales Tax Revenue..  $7,689,016  $8,146,398  $7,849,514  $6,715,558 $6,357,110  $6,250,711  $6,233,089  $5,834,299  $5,560,402  $5,262,460

Source: Ohio Office of Budget and Management



STATE OF OHIO

RATES FOR STATE INDIVIDUAL INCOME TAX AND SALES TAX
FOR THE LAST TEN YEARS

MARGINAL INCOME TAX RATES BY CALENDAR YEAR

Ohio Taxable Income 2005 2004 2003 2002 2001 2000 1999 1998 1997 1996
$0 - $5,000 0.712% 0.743% 0.743% 0.743% 0.743% 0.691% 0.716% 0.673% 0.713% 0.693%
$5,001 - $10,000 1.424% 1.486% 1.486% 1.486% 1.486% 1.383% 1.432% 1.347% 1.426% 1.387%
$10,001 - $15,000 2.847% 2.972% 2.972% 2.972% 2.972% 2.766% 2.864% 2.694% 2.853% 2.775%
$15,001 - $20,000 3.559% 3.715% 3.715% 3.715% 3.715% 3.458% 3.580% 3.368% 3.566% 3.469%
$20,001 - $40,000 4.270% 4.457% 4.457% 4.457% 4.457% 4.148% 4.295% 4.040% 4.279% 4.162%
$40,001 - $80,000 4.983% 5.201% 5.201% 5.201% 5.201% 4.841% 5.012% 4.715% 4.993% 4.857%
$80,001 - $100,000 5.693% 5.943% 5.943% 5.943% 5.943% 5.531% 5.727% 5.388% 5.706% 5.550%
$100,001 - $200,000 6.610% 6.900% 6.900% 6.900% 6.900% 6.422% 6.650% 6.255% 6.624% 6.444%
$200,001 & above 7.185% 7.500% 7.500% 7.500% 7.500% 6.980% 7.228% 6.799% 7.201% 7.004%

SALES TAX RATES BY FISCAL YEAR

2006 2005 2004 2003 2002 2001 2000 1999 1998 1997

Base State Sales Tax Rates 5.50% 6.00% 6.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%

Source: Ohio Department of Taxation
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STATE OF OHIO

STATE INDIVIDUAL INCOME TAX RATES
FOR THE LAST TEN CALENDAR YEARS

Exemption
Top Rate Personal Credit per
for Income Exemption Taxpayer, Average
in Excess for Taxpayer Dependent Spouse, and Effective
Year of $200,000 and Spouse Exemption Dependent Rate(a)
2005 7.185% $1,350 $1,350 $20 2.66%
2004 7.500% 1,300 1,300 20 2.64%
2003 7.500% 1,250 1,250 20 2.48%
2002 7.500% 1,200 1,200 20 2.47%
2001 7.500% 1,150 1,150 20 2.46%
2000 6.980% 1,100 1,100 20 2.57%
1999 7.228% 1,050 1,050 20 2.65%
1998 6.799% 950 1,050 20 2.51%
1997 7.201% 850 1,050 20 2.51%
1996 7.004% 750 850 20 2.25%

Sources:
U.S. Department of Commerce, Bureau of Economic Analysis
Ohio Department of Taxation

Note:

(A) The average effective rate is calculated by dividing individual income tax revenue (cash basis) for the subsequent
fiscal year by personal income for the calendar year.
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STATE OF OHIO

STATE INDIVIDUAL INCOME TAX RETURNS AND LIABILITY BY INCOME LEVEL

FOR TAX YEAR 2004 WITH COMPARATIVES FOR TAX YEAR 1995 (NINE YEARS AGO)

2004 TAX YEAR (most recent information available)

Ohio Tax Returns

Ohio Income Tax Liability

Federal Adjusted Percentage Percentage
Gross Income of Total Tax Receipts of Total Effective
Income Level (in thousands) Number Returns (in thousands) Taxes Tax Rate (A)
$200,001 & Above $89,482,522 102,916 1.94% $2,759,540 31.33% 3.08%
$100,001-$200,000 40,876,518 313,529 5.91% 1,739,447 19.75% 4.26%
$80,001-$100,000 26,109,351 293,684 5.54% 953,310 10.82% 3.65%
$40,001-$80,000 77,297,089 1,363,078 25.70% 2,345,712 26.63% 3.03%
$20,001-$40,000 41,757,389 1,422,143 26.83% 885,220 10.07% 212%
$15,001-$20,000 7,599,815 434,644 8.20% 80,369 0.91% 1.06%
$10,001-$15,000 5,559,572 445,059 8.39% 33,381 0.38% 0.60%
$5,001-$10,000 3,499,452 468,928 8.84% 10,095 0.11% 0.29%
$5,000 & Under 1,267,923 458,881 8.65% 361 0.00% 0.03%
$293,449,631 5,302,862 100.00% $8,807,435 100.00% 3.00%
1995 TAX YEAR
Ohio Tax Returns Ohio Income Tax Liability
Federal Adjusted Percentage Percentage
Gross Income of Total Tax Receipts of Total Effective
Income Level (in thousands) Number Returns (in thousands) Taxes Tax Rate (a)
$200,001 & Above $33,710,790 51,912 1.02% $1,311,236 23.64% 3.89%
$100,001-$200,000 17,434,217 132,085 2.60% 762,122 13.74% 4.37%
$80,001-$100,000 11,118,400 125,532 2.47% 418,629 7.54% 3.77%
$40,001-$80,000 60,282,856 1,102,169 21.69% 1,884,885 33.98% 3.13%
$20,001-$40,000 42,914,866 1,491,967 29.38% 980,143 17.66% 2.28%
$15,001-$20,000 9,226,549 527,802 10.39% 120,067 2.16% 1.30%
$10,001-$15,000 6,872,764 549,834 10.82% 54,192 0.98% 0.79%
$5,001-$10,000 3,976,657 530,048 10.43% 15,361 0.28% 0.39%
$5,000 & Under 1,494,422 569,139 11.20% 909 0.02% 0.06%
$187,031,521 5,080,488 100.00% $5,547 544 100.00% 2.97%

Source: Ohio Department of Taxation

Note:

(A) The effective tax rate is calculated by dividing Ohio income tax receipts by federal adjusted gross income.
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$STATE OF OHIO

WORKERS' COMPENSATION ENTERPRISE FUND

ACTIVE EMPLOYERS, PREMIUM AND ASSESSMENT INCOME
AND ACTUAL AVERAGE COLLECTED PREMIUM RATE

FOR THE LAST TEN FISCAL YEARS

2006 2005 2004 2003 2002 2001 2000 1999 1998 1997

Active Employers by Type
Private........ccooe i, 283,038 283,733 283,620 278,494 272,195 268,485 268,539 263,384 269,637 278,444
Public (LOCal).......ooiuieiiiiiiieiiceieerieeeee 3,771 3,765 3,733 3,717 3,687 3,655 3,649 3,809 3,793 3,644
Public (State).......ccceeeieeiiiiiieiiieeeee 126 129 126 129 128 129 127 123 124 121
Self-Insured........c.cccceeviveeviiiee e 1,136 1,127 1,104 1,092 1,181 1,163 1,327 1,245 1,210 1,159
Black LUNg........ooioieiiiiiecieeeeee e 36 37 36 36 37 39 37 41 42 45
Marine Fund.........ccoeveeiieeiiie e 91 82 90 87 78 97 93 86 120 112

Total oo 288,198 288,873 288,709 283,555 277,306 273,568 273,772 268,688 274,926 283,525
Premium & Assessment Income
(dollars in thousands)
Premium Income.........ccccoevvveeeiciieecciiee e $1,762,823 $1,732,563 $1,743,766 $1,723,294 $1,880,463 $1,606,123 $2,287,884 $1,642,210 $1,435,927 $1,628,858
Assessment Income..........cccoeceeieiiieneennee. 410,504 536,641 488,889 508,039 482,222 414,935 432,398 389,817 391,690 417,223
Provision for Uncollectibles.............cc.ccou. (70,038) (68,070) (105,873) (56,395) (66,553) (65,454) (77,270) (29,387) 2,442 (86,563)

Total Premium & Assessment

INCOME......eiiieeceie e $2,103,289 $2,201,134 $2,126,782 $2,174,938 $2,296,132 $1,955,604 $2,643,012 $2,002,640 $1,830,059 $1,959,518

Actual Average Collected Premium Rate per $100 of Payroll:

Private EMpIOYErs........cccc.oveveueeeeerevecreenna. $1.74 $1.77 $1.71 $1.65 $1.65 $1.69 $1.83 $2.00 $2.02 $2.21
Public Employers-Taxing Districts............... 1.60 1.77 1.74 1.66 1.53 1.49 1.41 1.46 1.65 1.79
Sources:

Ohio Bureau of Workers' Compensation Year-End Statistics Report
Ohio Bureau of Workers' Compensation Actuarial Report



STATE OF OHIO

LOTTERY COMMISSION ENTERPRISE FUND
TICKET SALES BY MAJOR GAME TYPE
FOR THE LAST TEN FISCAL YEARS

(dollars in millions)

Online Games:

Source: Ohio Lottery Commission

1G¢

2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
$ 3773 $ 3877 $ 3968 $ 4018 $ 4092 $ 4190 $ 4273 $§ 3994 § 4211 $ 4356
175.7 170.1 165.2 154.2 154.6 150.7 144.6 125.1 124.0 116.5
72.6 74.8 66.6 68.9 62.4 56.5 62.2 69.9 73.5 78.8
76.3 113.0 143.8 160.7 297.9 262.5 336.6 364.4 384.9 410.6
21.6 19.9 24.5 27.3 45.0 42.9 52.9 57.2 60.5 63.5
223.4 176.4 191.8 176.2 16.5 — — — — —
946.9 941.9 988.7 989.1 985.6 931.6 1,023.6 1,016.0 1,064.0 1,105.0
1,274.0 1,217.2 1,166.0 1,089.1 997.5 988.3 1,126.8 1,128.7 1,131.8 1,195.0
$2,2209 $2,159.1 $2,1547 $2,078.2 $ 1,983.1 $19199 $2,1504 $2,1447 $2,195.8 $ 2,300.0




$STATE OF OHIO

RATIOS OF OUTSTANDING DEBT BY TYPE
FOR THE LAST TEN FISCAL YEARS

(dollars in thousands)

Governmental Activities Business-Type Activities
General Special Certificates Total Percentage
As of Obligation Revenue Obligation of Capital Revenue Capital Primary of Personal Per
June 30, Bonds Bonds Bonds Participation  Leases Bonds Leases Government Income Capita

2006 $6,893,521 $720,675 $3,317,325 $90,389 $3,366 $135,215 $12 $11,160,503 3.06% $974
2005 6,039,203 591,888 3,699,936 92,142 2,471 151,063 205 10,576,908 2.96% 923
2004 5,420,711 607,958 3,914,168 6,480 3,460 158,578 30,368 10,141,723 2.96% 887
2003 4,603,842 450,598 4,093,614 7,370 4,888 167,310 44,151 9,371,773 2.82% 821
2002 3,771,129 297,638 4,389,102 9,900 3,933 190,723 57,171 8,719,596 2.68% 766
2001 3,034,037 218,900 4,731,842 12,305 4,722 202,614 199 8,204,619 2.54% 722
2000 2,461,673 232,785 4,973,657 14,590 6,190 213,963 3,072 7,905,930 2.59% 697
1999 1,962,402 224,760 5,062,344 16,765 6,087 223,679 3,733 7,499,770 2.65% 663
1998 1,568,183 236,805 4,831,558 18,615 14,035 232,147 16,674 6,918,017 2.56% 613
1997 1,598,596 171,595 4,664,837 26,630 12,072 242,278 15,625 6,731,633 2.57% 599

Note:

Balances have been restated for prior period adjustments, corrections, and reclassifications, when practical.



STATE OF OHIO

RATIOS OF GENERAL AND SPECIAL OBLIGATION BONDED DEBT OUTSTANDING

FOR THE LAST TEN FISCAL YEARS

Bonded Debt (dollars in thousands)

Per Capita
General Special Less Amount Net Percentage Net
As of Obligation Obligation Reserved for Bonded of Personal Bonded
June 30, Bonds Bonds Debt Service Debt Income Debt
2006 $6,893,521 $3,317,325 $10,994 $10,199,852 2.79% $890
2005 6,039,203 3,699,936 39,877 9,699,262 2.72% 846
2004 5,420,711 3,914,168 71,736 9,263,143 2.70% 810
2003 4,603,842 4,093,614 102,055 8,595,401 2.59% 753
2002 3,771,129 4,389,102 94,323 8,065,908 2.48% 708
2001 3,034,037 4,731,842 108,591 7,657,288 2.37% 674
2000 2,461,673 4,973,657 112,300 7,323,030 2.40% 646
1999 1,962,402 5,062,344 118,549 6,906,197 2.44% 611
1998 1,568,183 4,831,558 141,230 6,258,511 2.31% 555
1997 1,598,596 4,664,837 254,751 6,008,682 2.29% 534

Note:

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 and Capital Projects Funds. Balances have been restated for prior period adjustments,

corrections, and reclassifications, when practical.

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
Chapter 154 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
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SSTATE OF OHIO

ANNUAL LIMITATION ON DEBT SERVICE EXPENDITURES (BUDGETARY BASIS)
FOR THE LAST TEN FISCAL YEARS

(dollars in thousands)

Debt Service Expenditures..........

General Revenue Fund (GRF)
Revenues and
Transfers from the

Lottery Enterprise Fund............

Calculation of Annual

5% Debt Service Cap...............

Amount Under the Debt

Service Expenditure Cap..........

Ratio of Debt Service
Expenditures to
Total GRF Revenues

and Lottery Transfers................

Limitations on Debt

2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
$1,128,592 $1,097,800 $1,013,200 $959,490 $926,142 $918,248 $871,314 $843,207 $771,015 $726,496
$26,492,278  $26,195,600  $24,678,900  $23,055,920  $22,072,703  $21,921,276  $20,711,678  $19,736,608  $18,833,028  $17,964,425
$1,324,614 $1,309,780 $1,233,945 $1,152,796 $1,103,635 $1,096,064 $1,035,584 $986,830 $941,651 $898,221
$196,022 $211,980 $220,745 $193,306 $177,493 $177,816 $164,270 $143,623 $170,636 $171,725
4.26% 4.19% 4.11% 4.16% 4.20% 4.19% 4.21% 4.27% 4.09% 4.04%

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 sate 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 sate 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



STATE OF OHIO

REVENUE BOND COVERAGE
FOR THE LAST TEN FISCAL YEARS

(dollars in thousands)

Economic Development and Revitalization Project Revenue Bonds
Issuer: Treasurer of State

Liquor Control Enterprise Fund Debt Service Requirements
Direct
Operating Net Revenue

Gross Expenses Available
Fiscal Liquor Exclusive of For Debt
Year Revenues Depreciation Service Principal Interest Total Coverage
2006 $606,905 $422,577 $184,328 $10,950 $20,914 $31,864 5.78
2005 556,213 400,878 155,335 9,130 19,170 28,300 5.49
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

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(A) Expenses Service Principal Interest Total Coverage
2006 $73,373 N/A $73,373 $60,840 $13,628 $74,468 0.99
2005 66,592 N/A 66,592 53,045 14,020 67,065 0.99
2004 65,542 N/A 65,542 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 0.98
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

(Continued)

Notes:

(A) 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.
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STATE OF OHIO

REVENUE BOND COVERAGE

FOR THE LAST TEN FISCAL YEARS

(dollars in thousands)

(Continued)

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(B) Depreciation Service Principal Interest Total Coverage
2006 $27,980 $25,165 $2,815 $2,047 $298 $2,345 1.20
2005 27,257 26,562 695 1,691 408 2,099 0.33
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

Bureau of Workers' Compensation Revenue Bonds
Issuer: Ohio Building Authority
Workers' Compensation
Enterprise Fund Debt Service Requirements
Direct

Operating Net Revenue

Expenses Available
Fiscal Gross Exclusive of For Debt
Year Revenues(B) Depreciation Service Principal Interest Total Coverage
2006 $2,882,383 $2,002,722 $879,661 $13,190 $6,472 $19,662 44.74
2005 3,201,561 3,229,197 (27,636) 5,300 6,578 11,878 N/A
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
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STATE OF OHIO

DEMOGRAPHIC AND ECONOMIC STATISTICS

FOR THE LAST TEN CALENDAR YEARS

Population
(in thousands)

Per Capita Personal Income

Civilian Labor Force

Public
Change Change Ohio School Motor
from from asa Ohio's Enroliment Vehicles
Calendar Prior Prior Percentage Ohioans Unemployment in Ohio Registered
Year U.S. Period Ohio Period uU.S. Ohio of U.S. Employed Rate (in thousands) in Ohio
2005 296,410 2,755 11,464 5 $34,495 $31,867 92.4% 6,792,314 5.9% 1,845 12,017,517
2004 293,655 2,866 11,459 21 33,041 31,135 94.2% 6,732,896 6.1% 1,844 12,192,202
2003 290,789 2,848 11,438 28 31,487 29,947 95.1% 6,668,862 6.1% 1,838 12,083,529
2002 287,941 2,839 11,410 22 30,814 29,094 94.4% 6,688,303 5.7% 1,831 12,064,420
2001 285,102 2,910 11,388 24 30,575 28,602 93.5% 6,757,667 4.3% 1,835 11,888,533
2000 282,192 3,152 11,364 29 29,845 28,373 95.1% 6,835,688 4.1% 1,836 11,740,513
1999 279,040 3,186 11,335 23 27,939 26,965 96.5% 6,746,632 4.3% 1,842 11,581,700
1998 275,854 3,207 11,312 35 26,883 25,011 93.0% 6,660,094 4.3% 1,847 11,399,641
1997 272,647 3,253 11,277 34 25,334 24,008 94.8% 6,540,651 4.6% 1,845 11,196,310
1996 269,394 3,116 11,243 40 24175 23,310 96.4% 6,437,192 4.9% 1,838 11,023,868
Sources:

€9¢

U.S. Census Bureau for population information
Bureau of Economic Analysis for personal income and employment information

Ohio Department of Job and Family Services for unemployment rates

Ohio Department of Education for school enroliment
Ohio Department of Public Safety for motor vehicle registrations



STATE OF OHIO

PRINCIPAL EMPLOYERS
FOR CALENDAR YEARS 2005 AND 1995

2005 1995(B)
Percentage Percentage
of Total of Total
State State
Employer Employees Rank  Employment Employees Rank  Employment
United States Government (A) 80,502 1 1.19% 92,286 1 1.43%
State of Ohio 58,570 2 0.86% 63,145 2 0.98%
Wal-Mart Stores 50,000 3 0.74% 15,100 10 0.23%
Cleveland Clinic Health System 34,800 4 0.51%
Kroger Company 34,130 5 0.50% 21,700 5 0.34%
University Hospitals Health System
25,000 6 0.37%
The Ohio State University 24,400 7 0.36% 21,663 6 0.34%
Catholic Healthcare Partners 23,000 8 0.34%
General Motors Corporation 19,300 9 0.28% 63,200 3 0.98%
General Electric Company 17,000 10 0.25% 18,500 7 0.29%
JP Morgan Chase & Co 17,000 10 0.25%
Ford Motor Company 24,000 4 0.37%
University of Cincinnati 18,397 8 0.29%
Kmart Corporation 17,300 9 0.27%

Sources:
U.S. Department of Commerce, Bureau of Economic Analysis
U.S. Census Bureau
Ohio Department of Development, Office of Strategic Research
Ohio Department of Administrative Services
The Ohio State University, University Resource Planning and Institutional Analysis
University of Cincinnati, Controller's Office

Notes:

(A) Calendar year 2004 was the most recent year for which data was available. Employment data by state for the federal government
is only available for even-numbered years.
(B) Calendar year 1995 was the most recent year for which data was available for the required nine year comparison.

264



STATE OF OHIO

FULL-TIME AND PART-TIME PERMANENT STATE EMPLOYEES
DURING THE MONTH OF JUNE BY FUNCTION/PROGRAM
FOR THE LAST TEN FISCAL YEARS

Number of Employees

Function/Program 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
Primary, Secondary and Other Education....................... 1,194 1,186 1,201 1,168 1,182 1,129 1,052 1,001 973 923
Higher Education Support...........cccccviiiiieeininniee e 91 81 83 94 89 83 78 79 82 95
Public Assistance and Medicaid..............cccccceeeeeveinenennn. 3,299 3,272 3,115 3,621 3,493 3,673 3,746 3,791 3,901 3,925
Health and Human Services...........cccovveeiieiciiieeeeecee. 10,665 11,037 11,144 10,984 11,036 11,443 11,511 11,682 11,866 12,174
Justice and Public Protection..............ccccccoeviiieieccnnnen.. 23,599 23,683 23,319 23,705 24,138 25,627 25,229 24,797 23,992 23,311
Environmental Protection and Natural Resources........... 3,095 3,146 3,232 3,253 3,311 3,514 3,492 3,510 3,585 3,602
Transportation...........ccocccviieee i 5,831 5,808 5,819 5,899 5,905 5,912 6,064 6,396 6,501 6,596
General GoOVErNMENt...........ooevvviiiieeee e 5,419 5,362 5,400 5,350 5,439 5,637 5,382 5,386 5,342 5,462
Community and Economic Development....................... 955 1,029 1,007 1,009 1,095 1,097 1,077 1,052 1,076 1,062
Workers' Compensation............ccceeveeeiiiiiiieeiiiieee e 2,548 2,668 2,675 2,759 2,815 2,938 3,029 3,044 3,163 3,478
Lottery CoOmMmMISSION........ccciieiiiieiiee e 331 335 339 345 358 358 352 359 363 363
Unemployment Compensation............ccccovceeeiiieeenieennns 564 590 613 (A) (A) (A) (A) (A) (A) (A)
(O] =] SRS SOPUPRRRRRON 979 972 1,018 1,060 1,080 1,056 992 958 951 932

TO Al e 58,570 59,169 58,965 59,247 59,941 62,367 62,004 62,055 61,795 61,923
Source:

Ohio Department of Administrative Services

Note:

(A) For fiscal year 2003 and prior, the number of individuals employed in the Unemployment Compensation Program is included in the number of employees reported for the Public Assistance and
Medicaid Function.

G9¢



SSTATE OF OHIO

OPERATING INDICATORS BY FUNCTION/PROGRAM
FOR THE LAST TEN FISCAL YEARS

Function/Program 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997

Primary, Secondary and Other Education
Ohio Department of Education:

Fall Student Enroliment (Public Schools)................. 1,842,943 1,845,351 1,843,898 1,838,068 1,830,958 1,834,888 1,836,491 1,842,102 1,846,984 1,844,621
Public School Districts (A)......cccoeeeervieeiieiieeeeeeeens 610 612 611 611 611 611 611 611 611 611
Community School Districts (A)........cccceeveeeivverinenne. 293 248 164 129 93 71 48 15 (B) (B)
Vocational School Districts...........cccceevvieeeviieeennennne 49 49 49 49 49 49 49 49 49 49
High School Graduation Rate (by School year)....... (C) 86.2% 85.9% 84.3% 82.7% 81.1% 80.6% 80.6% 80.2% 79.8%

Higher Education Support
Ohio Board of Regents:

Student Enrollment at State-Assisted Institutions.... 455,786 457,333 457,281 450,470 445,879 428,880 415,948 420,458 408,648 410,745

State-Assisted Institutions...........c.cccooviiienciiennen. 39 39 38 38 38 38 38 38 38 40

Ohio Instructional Grant Recipients . 106,310 104,512 102,227 100,737 95,070 88,473 92,070 86,020 95,606 79,455

Student Choice Grant Program Recipients.............. 58,656 57,621 55,859 54,959 53,646 51,966 50,254 48,400 46,570 46,685
Public Assistance and Medicaid
Ohio Department of Job and Family Services:

Individuals with Medicaid Coverage.............ccc.ceu... 1,730,544 1,687,465 1,618,900 1,527,076 1,380,196 1,676,157 1,409,705 1,387,581 1,410,020 1,486,389

Individuals Receiving Cash Assistance (OWF)........ 180,253 190,265 193,943 194,320 198,451 215,821 255,229 294,035 (E) (E)

Individuals on ODJFS Medicaid Waiver................... 10,135 10,391 10,066 9,433 7,608 8,062 7,531 6,869 5,049 4,697
Ohio Department of Aging:

Individuals on PASSPORT Waiver..........cccccccuenuene. 33,279 31,656 29,242 26,698 24,689 24,488 22,720 21,920 21,096 19,828
Ohio Department of Mental Retardation and

Developmental Disabilities:

Individuals on DMR WaiVer..........ccccooeviiienencnnnns 14,978 12,438 10,828 9,859 6,410 5,661 5,593 5,588 4,367 2,749
Health and Human Services
Ohio Department of Alcohol & Drug Addiction Services:

Clients Treated (D).......ccooevverereeniiieneseeee e (C) 93,919 89,389 89,894 92,941 80,216 73,024 97,007 95,221 93,522
Ohio Department of Aging:

Clients Served-PASSPORT.......cccccviiiiiiieninieniene 33,042 31,499 29,093 27,055 24,742 24,488 22,720 21,920 21,096 19,828

Clients Served-Congregate Meals.............c.cccceuuenee. 71,522 70,817 75,279 77,478 75,883 68,859 66,921 65,547 63,494 66,032

Clients Served-Home Delivered Meals . 52,317 39,926 46,304 44,853 44,726 39,721 39,339 37,533 38,281 38,129

Clients Served-Transportation Provided.................. 32,558 29,756 30,517 31,421 30,670 32,951 34,519 33,514 33,743 35,154
Ohio Department of Health:

Average Monthly Caseload-Women,

Infants, & Children..........ccccooeiiieniieeeee 276,757 272,632 267,300 255,804 253,923 247,092 245,195 245,994 250,815 254,668

Ohio Department of Mental Health:

Clients Served.........ccooiieiiiiiese e 7,771 7,669 7,486 7,427 7,775 6,990 7,223 7,153 7,007 7,291

Facilities' AdmIssions..........ccccovoeiiiininesieeee 6,691 6,584 6,399 6,307 6,641 5,847 6,006 5,950 5,727 5,944

Facilities' Average Daily Residence Population....... 1,048 1,034 1,046 1,056 1,084 1,109 1,156 1,187 1,187 1,278



Function/Program 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
Health and Human Services (Continued)
Ohio Department of Mental Retardation and
Developmental Disabilities:
Individuals Served...........ooeviiiiiiiiiniee e (C) (C) 335,814 342,678 375,503 390,130 332,351 (E) (E) (E)
Facilities' Average Daily Residence Population....... 1,605 1,659 2,826 2,979 3,017 3,079 3,154 (E) (E) (E)
Justice and Public Protection
Ohio Department of Public Safety:
Crashes Investigated...........ccoceeiiiiiniiiniiiiee (C) 78,952 82,964 84,340 80,641 79,204 83,493 79,364 77,071 79,591
Total AMTESES....eeieeeeie e (C) (C) (C) 900,213 995,817 947,785 907,198 900,238 853,057 770,660
Ohio Department of Rehabilitation and Correction:
Inmate Population...........c.cccceiiiiiiieniniieeneeee 46,356 43,928 43,889 45,216 44,729 45,505 46,619 48,171 47,808 45,962
Transportation
Ohio Department of Transportation:
Pavement Resurfacing (in miles):
TWO-LaGNE.....iiiiiiiiiiii e 1,502 2,535 1,280 1,275 728 753 749 (E) (E) (E)
Four-Lane.. 252 563 234 233 147 201 104 (E) (E) (E)
Interstate.........cooovviiiiine e 229 371 134 4 75 103 147 (E) (E) (E)
Workers' Compensation
Ohio Bureau of Workers' Compensation:
Claims Filed.......c.coeroeiiiiiieeee 185,232 197,083 207,847 229,307 234,986 261,987 280,990 285,504 294,696 287,986
OpeN ClaiMS.......coieiiiiieie e 1,664,368 1,792,944 1,930,550 2,157,516 2,224,466 2,299,532 2,358,462 2,402,920 2,405,116 2,432,001
Lottery
Ohio Lottery Commission:
Prize Awards Paid (in billions)...........ccccevveiieninnn $1.31 $1.28 $1.28 $1.21 $1.15 $1.11 $1.27 $1.26 $1.24 $1.31
Bonuses and Commissions Paid (in millions).......... 139.8 $133.8 $132.8 $137.0 $126.6 $120.2 $135.0 $134.6 $137.8 $144.7
Transfers to
Lottery Profits Education Fund (in millions).......... 646.2 $645.1 $655.6 $641.4 $635.2 $637.0 $686.0 $696.3 $723.9 $748.5
Unemployment Compensation
Ohio Department of Job and Family Services:
Initial Claims........ccoiiiieiiee e 395,716 689,412 750,783 812,169 842,819 724,569 483,674 542,961 567,135 594,764
Continuing Claims.......c.cooeerieiienciiee e 4,990,563 5,352,206 6,395,391 6,733,498 6,895,871 4,823,773 3,521,349 3,798,915 3,705,906 4,206,484

Sources: Various state agencies, as noted above.

Notes:

(A) The number of school districts include only those with enroliment.
(B) In fiscal year 1999, community schools began operating in the State.

(C) Recent data from the source was not available, as of the date of publication.

(D) In fiscal year 2000, the Ohio Department of Alcohol & Drug Addiction Services began using the Multi-Agency Community Services Information System, which tracks clients served rather

than services provided. The change in the tracking methodology resulted in the large decrease in the number of clients reported as being treated between fiscal years 1999 and 2000

(E) Data for the year indicated was not readily available.
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$ STATE OF OHIO

CAPITAL ASSETS STATISTICS BY FUNCTION/PROGRAM

FOR THE LAST TEN FISCAL YEARS

Function/Program 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
Health and Human Services
Mental Retardation
and Developmental Disabilities Institutions...................... 10 12 12 12 12 12 12 12 12 12
Mental Health Institutions...........c.cccovveivcieecciee e, 9 9 9 9 9 9 9 9 9 9
Justice and Public Protection
Rehabilitation and Correction Institutions................cccccvveeel 28 28 28 29 29 30 30 29 29 27
Youth Services Institutions...........cccccoeeviiieiiieccee e, 8 8 9 9 9 9 9 10 10 10
Environmental Protection and Natural Resources
Number of State Parks...........cccoveeevieieieieieeeeeeeeeeeeeeeea 74 74 74 74 74 73 73 73 72 72
Area of State Parks, Natural & Wildlife Lands (in acres)....... 315,611 314,646 310,964 309,271 302,983 301,681 300,063 295,378 293,293 279,711
Area of State Forest Lands (in acres)...........cccccoveuveverenenne. 191,142 191,117 185,838 185,709 185,311 184,383 184,016 183,499 182,223 182,173
Transportation(A)
Infrastructure Assets(B):
Pavement (in lane-miles):
Priority SUDSYStEeM........cociiiiiiiii e 12,500 12,355 12,225 12,210 12,114 (C) (C) (C) (C) (C)
General Subsystem.........cccoooiiiiiiii e 30,168 30,207 30,246 30,317 30,487 (C) (C) (C) (C) (C)
Bridges:
Number of Bridges. ........cooviiiiiiiiiiiieiie e 12,531 12,544 12,416 12,394 12,489 (C) (C) (C) (C) (C)
Deck Area (in thousand square feet)...........c.ccceeveernene 83,443 82,684 82,260 80,608 81,012 (C) (C) (C) (C) (C)
Sources:

Ohio Department of Mental Retardation and Developmental Disabilities
Ohio Department of Mental Health

Ohio Department of Rehabilitation and Correction

Ohio Department of Youth Services

Ohio Department of Natural Resources

Ohio Department of Transportation

Notes:

(A) Data presented is for the calendar year.

(B) The Priority Subsystem includes the interstate highways, freeways, and multi-lane portions of the National Highway System. The General Subsystem consists of two-lane routes outside

of cities.

(C) Information on infrastructure balances for years prior to fiscal year 2002 is unavailable.
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