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A monthly newsletter of the Legislative Budget Office of LSC

Volume: Fiscal Year 2026 Issue: February 2026

Highlights

— Russ Keller, Chief Economist

Ohio’s economy recorded robust growth in the third calendar quarter of
2025, as real gross domestic product (GDP) grew at an annual rate of 5.1%
according to the initial estimate released in January by the federal government.
Ohio’s manufacturing industry as well as its finance and insurance industry
contributed the most to the quarterly growth.

The stronger economic growth contributed to surplus GRF tax revenue of
$690.5 million (4.0%) for the year-to-date (YTD), as receipts exceeded the Office of
Budget and Management’s (OBM) estimate in every month of FY 2026. January’s
performance was led by personal income tax (PIT) receipts, reflecting unexpected
strength in nonwage income gains, and the sales and use tax (SUT), which
outperformed OBM estimate in what is usually the peak month for SUT collections.

Through January 2026, GRF sources totaled $28.65 billion:

0,

** PIT, SUT, and commercial activity tax (CAT) collections were above their YTD
estimates by $313.1 million, $260.5 million, and $120.3 million,
respectively.

Through January 2026, GRF uses totaled $29.46 billion:

R/

%+ Program expenditures were below their YTD estimate by $432.1 million
(1.5%), primarily due to timing issues; seven of the nine categories were
below their seven-month spending estimate at the end of January.

In this issue...

More details on GRF Revenues (p. 2), Expenditures (p. 9),
the National Economy (p. 25), and the Ohio Economy (p. 27).

Also Issue Updates on:

Research on Autonomous Vehicle Operation and Regulation (p. 16)

Ohio Traffic Safety Grants (p. 16)
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Drinking Water State Revolving Fund Lead Service Line Replacement Funding (p. 18)
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Quality Community and Independent STEM School Support (p. 20)

Annual Report on DPIA and Student Wellness and Success Funding (p. 22)
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Table 1: General Revenue Fund Sources

Actual vs. Estimate
Month of January 2026
(S in thousands)
(Actual based on report run in OAKS Actuals Ledger on February 2, 2026)

State Sources Actual Estimate* Variance Percent
Tax Revenue
Auto Sales $156,700 $154,000 $2,700 1.8%
Nonauto Sales and Use $1,241,849 $1,201,400 $40,449 3.4%
Total Sales and Use $1,398,548 51,355,400 543,148 3.2%
Personal Income $1,221,424 S$1,148,800 $72,624 6.3%
Commercial Activity Tax $131,003 $120,600 $10,403 8.6%
Cigarette $55,088 $55,700 -$612 -1.1%
Kilowatt-Hour Excise $29,209 $29,300 -$91 -0.3%
Foreign Insurance -$263 $200 -$463  -231.4%
Domestic Insurance SO $200 -$200 -99.8%
Financial Institution $73,336 $71,600 $1,736 2.4%
Public Utility $770 $100 $670 669.9%
Natural Gas Consumption $70 $200 -$130 -64.8%
Alcoholic Beverage $5,300 $3,800 $1,500 39.5%
Liquor Gallonage $5,294 $5,600 -$306 -5.5%
Adult Use Cannabis $4,914 $5,900 -$986 -16.7%
Petroleum Activity Tax SO SO S0 --
Corporate Franchise S3 SO S3
Business and Property S9 SO S9
Estate SO SO SO ---
Total Tax Revenue $2,924,707 $2,797,400 $127,307 4.6%
Nontax Revenue
Earnings on Investments $107,848 $109,880 -$2,032 -1.8%
Licenses and Fees $5,419 $4,109 $1,309 31.9%
Other Revenue $1,786 $1,414 $372 26.3%
Total Nontax Revenue $115,053 $115,404 -$351 -0.3%
Transfers In $54 1] $54 -

Total State Sources $3,039,814 $2,912,804 $127,010 4.4%

Federal Grants $451,354 $496,501 -$45,147 -9.1%

Total GRF Sources $3,491,168 $3,409,305 $81,863 2.4%

*Estimates of the Office of Budget and Management.

Detail may not sum to total due to rounding.
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Table 2: General Revenue Fund Sources
Actual vs. Estimate ($ in thousands)
FY 2026 as of January 31, 2026

(S in thousands)
(Actual based on report run in OAKS Actuals Ledger on February 2, 2026)

State Sources Actual Estimate* Variance Percent FY 2025** Percent
Tax Revenue
Auto Sales $1,169,506 $1,146,300 $23,206 2.0% $1,128,023 3.7%
Nonauto Sales and Use $7,477,033 $7,239,700 $237,333 3.3% $7,120,988 5.0%
Total Sales and Use 58,646,539 $8,386,000 5260,539 3.1% 58,249,011 4.8%
Personal Income $6,854,839 $6,541,700 $313,139 4.8% $6,222,065 10.2%
Commercial Activity Tax $1,341,148 $1,220,800 $120,348 9.9% $1,296,102 3.5%
Cigarette $391,209 $383,800 $7,409 1.9% $400,362 -2.3%
Kilowatt-Hour Excise $197,778 $197,500 $278 0.1% $181,551 8.9%
Foreign Insurance $244,380 $241,300 $3,080 1.3% $230,208 6.2%
Domestic Insurance S447 $1,000 -§553  -55.3% $1,097 -59.2%
Financial Institution $16,515 $41,500 -$24,985 -60.2% $50,946 -67.6%
Public Utility $90,047 $80,000 $10,047 12.6% $75,463 19.3%
Natural Gas Consumption $20,439 $18,900 $1,539 8.1% $16,041 27.4%
Alcoholic Beverage $41,917 $37,100 $4,817 13.0% $36,614 14.5%
Liquor Gallonage $31,988 $33,300 -$1,312 -3.9% $33,260 -3.8%
Adult Use Cannabis $28,361 $31,600 -$3,240 -10.3% S0 -
Petroleum Activity Tax $4,532 $5,200 -$668  -12.8% $5,205 -12.9%
Corporate Franchise S17 SO S17 $108 -84.8%
Business and Property S14 o $14 S0
Estate SO SO SO --- S$3  -100.0%
Total Tax Revenue $17,910,168 $17,219,700 $690,468 4.0% $16,798,038 6.6%
Nontax Revenue
Earnings on Investments $200,599 $190,270 $10,329 5.4% $220,845 -9.2%
Licenses and Fees $21,251 518,742 $2,509 13.4% $17,767 19.6%
Other Revenue $93,697 $111,182 -$17,485 -15.7% $125,900 -25.6%
Total Nontax Revenue $315,546 $320,194 -$4,647 -1.5% $364,512 -13.4%
Transfers In $547,901 $592,363 -$44,462 -7.5% $125,236 337.5%

Total State Sources $18,773,616 $18,132,257 $641,360 3.5% $17,287,786 8.6%

Federal Grants $9,872,422 $10,087,866 -5215,444 -2.1% $8,967,310 10.1%

Total GRF SOURCES $28,646,038 $28,220,123 $425,916 1.5% $26,255,096 9.1%

*Estimates of the Office of Budget and Management.

**Cumulative totals through the same month in FY 2025.

Detail may not sum to total due to rounding.
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Revenues!

— Ruhaiza Ridzwan, Senior Economist
Overview

Total GRF tax receipts were $2.92 billion in January, above the OBM’s estimate by
$127.3 million (4.6%). Receipts from the largest three GRF tax sources — PIT, SUT, and CAT —were
above their respective estimates, by $72.6 million (6.3%), $43.1 million (3.2%), and $10.4 million
(8.6%). Revenues from other taxes were fairly close to their estimates. Federal grants were below
estimate by $45.1 million (9.1%). Nontax revenue was $351,000 below estimate, largely due to
lower earnings on investments compared to the estimate. Though, transfers in were slightly
above estimate. In January, GRF sources totaled $3.49 billion, $81.9 million (2.4%) above
estimate.

Total GRF revenue consists of tax revenue, the largest single revenue category, together
with nontax revenue, transfers in from other state funds, and federal grants. The first three of
those categories added together constitute state source revenue. Federal grants are mostly
reimbursements for the federal share of Medicaid spending. Table 1 above shows GRF sources
for the month of January compared to estimates, while Table 2 shows GRF sources for the fiscal
YTD compared to both estimates and FY 2025 revenue.

Through January, FY 2026 total GRF tax receipts were $17.91 billion, $690.5 million (4.0%)
above estimate. The PIT, SUT, and CAT continued to dominate tax revenue performance, which
were $313.1 million (4.8%), $260.5 million (3.1%), and $120.3 million (9.9%) above estimates,
respectively. Revenues from the public utility tax, the cigarette tax, the alcoholic beverage tax,
the foreign insurance tax, and the natural gas consumption tax were also above their respective
estimates. On the other hand, the financial institution tax (FIT) and the adult use cannabis tax
were below their anticipated receipts. Other tax sources experienced smaller variances. The YTD
positive variance for GRF tax receipts was partly offset by shortfalls in nontax revenue of
$4.6 million, transfers in of $44.5 million, and federal grants of $215.4 million. Through January,
total GRF sources were $28.65 billion, $425.9 million (1.5%) above estimate.

Through January, FY 2026 GRF tax receipts were $1.11 billion (6.6%) higher than receipts
in the same period of FY 2025. PIT receipts were $632.8 million higher than in the same period
of FY 2025, in spite of a recent policy change that decreased income tax rates from their prior
year level. Receipts from the SUT were strong, with $397.5 million more than in FY 2025 while
the CAT revenue was $45.0 million higher. Revenues from all three utilities tax sources — the
kilowatt-hour excise tax, the public utility tax, and the natural gas consumption tax — were also
higher than in prior year collections. Other tax sources that exceeded collections in the prior year
were the foreign insurance tax and the alcoholic beverage tax. In contrast, revenues from the FIT
and cigarette tax were lower than revenues collected in FY 2025.

Nontax revenue to the GRF through January was nearly $49.0 million lower than in the
same period of FY 2025 because of lower income received from other revenue and earnings on

1This report compares actual monthly and year-to-date GRF revenue sources to OBM’s estimates. If actual
receipts were higher than estimate, that GRF source is deemed to have a positive variance. Alternatively,
a GRF source is deemed to have a negative variance if actual receipts were lower than estimate.
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investments. Both transfers in and federal grants were higher, by $422.7 million and
$905.1 million, respectively. Through January, FY 2026 total GRF revenue was $2.39 billion (9.1%)
higher than in the same period of FY 2025.

Sales and Use Tax

GRF receipts from the SUT were nearly $1.40 billion in January, $43.1 million above
estimate and $48.7 million above receipts in January 2025. YTD through January, SUT receipts
totaled $8.65 billion, $260.5 million above estimate and $397.5 million above YTD receipts in the
same period in FY 2025.

The SUT is the state’s largest tax revenue source. The tax base for this tax is mostly goods
but includes some services. It excludes some household basics like food consumed off the premises
where sold, rent, mortgage payments, and utilities. Inflation tends to increase tax revenue, unless
consumers reduce the volume of their purchases enough to offset price increases. Businesses do
not pay sales tax on items they purchase for resale, but they do pay SUT on products they
consume in their business operations.

Chart 1: Auto and Nonauto Sales and Use Tax Receipts Trend
Actual vs. Prior Year
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For analysis and forecasting, revenue from the SUT is separated into two parts: auto and
nonauto. Auto sales and use tax collections generally are from the sale of motor vehicles, but
auto taxes arising from leases are paid at the lease signing and are mostly recorded under the
nonauto tax instead of the auto tax. Chart 1 separately shows year-over-year growth in both auto
and nonauto sales and use tax collections since January 2025. The data are shown using a three-
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month moving average? to smooth out some of the variability that would appear if year-over-
year growth were shown for each individual month.

Nonauto Sales and Use Tax

Nonauto sales and use tax receipts exceeded expectations in January, largely due to
strong holiday spending. GRF receipts were $1.24 billion in January, $40.4 million (3.4%) above
the OBM estimate and $51.9 million (4.4%) above revenue in January 2025. YTD receipts were
$7.48 billion, $237.3 million (3.3%) above estimate and $356.0 million (5.0%) higher than receipts
in the same period in FY 2025.

As seen in Chart 1, nonauto sales tax receipts grew 7.7% in January, continued to outpace
previous intra-year peaks occurring in January 2025 and June 2025. January growth marked the
final month of tax collections from seasonal holiday spending. Declines indicated by the red
smoothed line in September, compared with a year earlier, reflect the effects of the August 2025
sales tax holiday and the associated lag in receipt of those tax collections from vendors, as well
as three-month averaging. The sales tax holiday originated in 2015, but it expanded in 2024 to
include additional items beyond the scope of traditional back-to-school shopping. The 2025
iteration was four days longer than the prior year holiday, and it had a larger impact on consumer
savings and state tax collections in FY 2026.

Auto Sales and Use Tax

January receipts from the auto component of the SUT were $156.7 million, $2.7 million
(1.8%) above estimate but $3.2 million (2.0%) below receipts in January 2025. Through January,
tax receipts were $1.17 billion, $23.2 million (2.0%) above the estimate and $41.5 million (3.7%)
above receipts in the same period in FY 2025. Auto sales tax collections generally reflect
purchases made in the same month revenue is received, as local authorities remit them on a
weekly basis.

Chart 1, above, shows the year-over-year change in the three-month moving average of
auto sales and use tax collections since January 2025. Auto sales and use tax receipts are volatile
from one month to the next, and subject to pronounced seasonal swings. Beginning in spring, the
pace of vehicle purchases increased, which was likely boosted by anticipated trade tariffs, as
buyers sought to secure vehicles before potential price increases. The purchasing trend stabilized
during the summer but remains comfortably ahead of the prior year’s pace. According to
nationwide data, in January total light vehicle sales were 23.8% lower than in the prior month
and 2.0% lower than in January 2025. The sales figures are not seasonally adjusted, and the
severe January weather likely disrupted customer traffic at auto dealerships.

Personal Income Tax

GRF revenue from the PIT was $1.22 billion, $72.6 million (6.3%) above estimate and
$118.7 million (10.8%) higher than revenue in January 2025. The strong performance in January
can be attributed to a large positive variance from quarterly estimated payments submitted by
individuals. January’s quarterly estimated payments submitted by individuals of $199.5 million,

2 A three-month moving average means, for example, that the most recent data point shown is the
percentage growth from revenue received during November 2024 through January 2025 to revenue
received during November 2025 through January 2026.
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were $63.1 million (46.3%) above estimate, and $32.1 million (19.2%) above the level of January
2025. YTD through January, GRF revenue was $6.85 billion, $313.1 million (4.8%) above estimate
and $632.8 million (10.2%) higher than the same period in FY 2025. Gross PIT collections include
withholding payments, pass-through entity (PTE) annual returns and estimated payments,
IT-1040 estimated payments,® payments accompanying the filing of annual returns, trust
payments, and miscellaneous payments. Refunds are subtracted from these gross collections,
and a portion of revenue is transferred to the Local Government Fund (LGF). What remains is GRF
PIT revenue.

The table below provides details on YTD revenue from PIT components in FY 2026 relative
to OBM estimates and year-earlier revenues. Gross collections were $261.4 million (3.4%) above
estimate, and $475.0 million (6.4%) above revenues in the previous year. Withholding, the largest
category, was $30.8 million (0.5%) above estimate, and $283.9 million (4.5%) above the year-
earlier level, reflecting continued employment and wage growth, as withholding rates were
unchanged until October 1. The Tax Commissioner prescribed lower employer withholding tables
first applicable to October paychecks, so the year-over-year gains could diminish as the fiscal year
continues. Quarterly estimated payments submitted by individuals and PTEs exceeded both their
YTD estimate and the prior year levels. Refunds were $185.4 million (19.9%) lower than in the
year-earlier period, while LGF distributions were higher by $27.7 million (9.2%).

YTD Personal Income Tax Revenue Variance and Annual Change by Component

Variance from Estimate Change from FY 2025

Category

Amount Percent Amount Percent
($ in millions) (%) ($ in millions) (%)
Withholding $30.8 0.5% $283.9 4.5%
PTE Annual Returns $37.9 36.6% $41.3 41.2%
PTE Estimated Payments $61.8 12.5% $51.5 10.2%
IT-1040 Estimated Payments $115.9 33.8% $68.3 17.5%
Annual Return Payments $21.2 14.9% $34.8 27.1%
Trust Payments -$5.8 -17.0% -$1.2 -4.2%
Miscellaneous Payments -50.4 -0.9% -$3.5 -7.5%
Gross Collections $261.4 3.4% $475.0 6.4%
Less Refunds -561.4 -7.6% -$185.4 -19.9%

3 Taxpayers who expect to be underwithheld by more than $500 make quarterly estimated payments.
Quarterly estimated payments are generally due in April, June, and September of an individual’s tax year
and January of the following year.
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YTD Personal Income Tax Revenue Variance and Annual Change by Component

(IR Amount Percent Amount Percent
(S in millions) (VA) (S in millions) (%)
Less LGF Distribution $9.7 3.0% $27.7 9.2%
GRF PIT Revenue $313.1 4.8% $632.8 10.2%

Commercial Activity Tax

In January, receipts to the GRF from the CAT were $131.0 million, $10.4 million (8.6%)
above estimate, and $3.0 million (2.3%) higher than receipts in January 2025. Quarterly tax
payments are due in August, November, February, and May. YTD through January, FY 2026 GRF
receipts from CAT were $1.34 billion, $120.3 million (9.9%) above estimate and $45.0 million
(3.5%) higher than receipts in the same period in FY 2025. The year-over-year increase in CAT
collections is notable because the gains occurred despite a policy change that lowered taxable
income relative to the prior year.

YTD through January, gross collections prior to refunds totaled $1.42 billion, an increase
of $17.3 million (1.2%) relative to gross collections in the same period in FY 2025. YTD refunds
were $69.7 million, $28.0 million (28.7%) lower than in the same period in FY 2025. The reduction
in refunds boosted GRF revenue growth in FY 2026.

Cigarette and Other Tobacco Products Tax

In January, revenue from the cigarette and other tobacco products (OTP) tax was
$55.1 million, $612,000 (1.1%) below estimate, and $5.7 million (9.4%) below revenue in January
2025. YTD revenue through January was $391.2 million, $7.4 million (1.9%) above estimate, but
$9.2 million (2.3%) lower than in the same period in FY 2025.

The fiscal YTD total included $314.6 million from cigarette sales and $76.6 million from
OTP. OTP sales increased by nearly $5.0 million (7.0%) while receipts from cigarette sales
decreased by $14.1 million (4.3%). The increase in OTP revenue may be due in part to rising OTP
prices, as the tax is an ad valorem tax, generally 17% of the wholesale price paid by wholesalers
for the product. Tobacco product manufacturers’ costs increased 5.3% over the past year, and
producer prices are often passed along to the wholesale purchasers. Thus, revenue from that
portion of the tax base tends to be boosted by price increases.

Taxation of cigarettes, on the other hand, is based on unit sales. Revenue from cigarette
sales has declined by at least 6% in each of the past four years, a pattern that has accelerated
compared to the pre-pandemic trend. Tobacco manufacturers regard this as a secular decline
spurred by some consumers shifting away from cigarettes in favor of smokeless tobacco
(e.g., vapor products).
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Table 3: General Revenue Fund Uses

Actual vs. Estimate

Month of January 2026

(S in thousands)

(Actual based on OAKS reports run February 5, 2026)

Program Category Actual Estimate* Variance Percent
Primary and Secondary Education $899,889 $1,176,264 -S276,375 -23.5%
Higher Education $205,950 $208,243 -$2,293 -1.1%
Other Education $6,288 $14,270 -§7,982  -55.9%
Total Education $1,112,128 $1,398,777 -$286,649 -20.5%
Medicaid $729,124 $820,315 -$91,191  -11.1%
Health and Human Services $142,210 $198,824 -$56,614 -28.5%
Total Health and Human Services $871,334 $1,019,139 -$147,805 -14.5%
Justice and Public Protection $324,587 $396,634 -§72,047 -18.2%
General Government $64,708 $66,734 -$2,027 -3.0%
Total Government Operations $389,295 $463,368 -$74,073 -16.0%
Property Tax Reimbursements -§527 -$181 -$346  191.5%
Debt Service $57,400 $63,392 -$5,992 -9.5%
Total Other Expenditures $56,874 $63,211 -$6,338  -10.0%
Total Program Expenditures $2,429,630 $2,944,496 -$514,866 -17.5%
Transfers Out $82 S0 $82 -
Total GRF Uses $2,429,712 $2,944,496 -$514,784 -17.5%
*September 2025 estimates of the Office of Budget and Management.
Detail may not sum to total due to rounding.
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(Actual based on OAKS reports run February 5, 2026)

Actual vs. Estimate
FY 2026 as of January 31, 2026
(S in thousands)

Table 4: General Revenue Fund Uses

Program Category Actual Estimate* Variance Percent FY 2025**  Percent
Primary and Secondary Education $6,253,400 $6,172,985 $80,416 1.3%  $6,329,143 -1.2%
Higher Education $1,580,575 $1,639,438 -$58,863 -3.6% $1,568,080 0.8%
Other Education $80,925 $81,669 -§745 -0.9% $74,230 9.0%
Total Education $7,914,900 $7,894,092 $20,808 0.3% $7,971,452 -0.7%
Medicaid 615,169,091 $15,356,659 -$187,568 -1.2% $13,831,262 9.7%
Health and Human Services $1,303,763  $1,451,038 -$147,274 -10.1%  $1,191,165 9.5%
Total Health and Human Services $16,472,855 $16,807,697 -$334,842 -2.0% $15,022,428 9.7%
Justice and Public Protection $2,044,341  $2,104,425 -$60,084 -2.9%  $1,871,204 9.3%
General Government $351,447 $427,107 -$75,660 -17.7% $421,738 -16.7%
Total Government Operations $2,395,788 $2,531,532 -$135,744 -5.4%  $2,292,943 4.5%
Property Tax Reimbursements $1,022,732 $997,562 $25,169 2.5% $964,890 6.0%
Debt Service $702,533 $710,004 -$7,470 -1.1% $898,328 -21.8%
Total Other Expenditures $1,725,265 $1,707,566 $17,699 1.0% $1,863,218 -7.4%
Total Program Expenditures $28,508,807 $28,940,887 -$432,080 -1.5% $27,150,041 5.0%
Transfers Out $951,548 $950,133 $1,415 0.1% $732,004 30.0%
Total GRF Uses $29,460,355 $29,891,020 -$430,665 -1.4% $27,882,045 5.7%
*September 2025 estimates of the Office of Budget and Management.
**Cumulative totals through the same month in FY 2025.
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Table 5: Medicaid Expenditures by Department

Actual vs. Estimate

(S in thousands)

(Actuals based on OAKS report run on February 6, 2026)

Month of January 2026 Year to Date through January 2026

Department Actual Estimate* Variance Percent Actual Estimate* Variance Percent

Medicaid
GRF $619,547 $713,706 -$94,159  -13.2% | $14,413,292 $14,609,905 -$196,613 -1.3%
Non-GRF $2,232,289 $2,688,402 -$456,113 -17.0% | $6,553,918 $10,060,079 -$3,506,161 -34.9%
All Funds $2,851,837 $3,402,109 -$550,272 -16.2% | $20,967,210 $24,669,985 -$3,702,774 -15.0%
Developmental Disabilities
GRF $99,298 $99,188 $111 0.1% $675,421 $672,490 $2,931 0.4%
Non-GRF $302,551 $326,549 -$23,998 -7.3% | $2,452,515  $2,511,663 -$59,149 -2.4%
All Funds $401,849 $425,737 -$23,888 -5.6% | $3,127,935  $3,184,153 -$56,218 -1.8%
Job and Family Services
GRF $9,242 $6,274 $2,968  47.3% $73,906 $66,958 $6,948 10.4%
Non-GRF $14,613 $12,283 $2,330 19.0% $126,163 $137,491 -$11,328 -8.2%
All Funds $23,856 $18,557 $5,299  28.6% $200,069 $204,449 -$4,380 -2.1%
Other
GRF $1,036 $1,147 -$111 -9.7% $6,473 $7,307 -$834 -11.4%
Non-GRF $11,311 $3,784 $7,527 198.9% $31,064 $31,051 $13 0.0%
All Funds $12,347 $4,931 $7,416 150.4% $37,537 $38,358 -$821 -2.1%
All Departments:

GRF $729,124  $820,315 -$91,191 -11.1% | $15,169,091 $15,356,659 -$187,568 -1.2%
Non-GRF $2,560,765 $3,031,019 -$470,254 -15.5% | $9,163,660 $12,740,285 -$3,576,625 -28.1%
All Funds $3,289,889 $3,851,334 -$561,445 -14.6% | $24,332,752 $28,096,944 -$3,764,193 -13.4%

*September 2025 estimates from the Department of Medicaid
Detail may not sum to total due to rounding.
Budget Footnotes Page |11 February 2026



Legislative Budget Office of the Legislative Service Commission

Table 6: All Funds Medicaid Expenditures by Payment Category
Actual vs. Estimate
(S in thousands)
(Actuals based on OAKS report run on February 6, 2026)

Month of January 2026 Year to Date through January 2026
Payment Category Actual Estimate* Variance Percent Actual Estimate* Variance Percent
Managed Care $2,099,483 $2,229,999 -$130,515 -5.9% | $14,933,485 $15,600,452 -$666,967 -4.3%
CFCt $528,842 $566,605 -$37,763 -6.7% | $3,591,985  $3,912,216 -$320,232 -8.2%
Group VIII $453,013 $483,081 -$30,067 -6.2% | $3,241,228  $3,328,246 -$87,017 -2.6%
ABD* $174,560 $185,237  -$10,677 -5.8% | $1,234,150 $1,266,065 -$31,915 -2.5%
ABD Kids $72,540 $68,895 $3,645 5.3% $467,220 $472,843 -$5,623 -1.2%
MyCare $333,940 $357,376  -$23,435 -6.6% | $2,318,796  $2,453,677 -$134,880 -5.5%
OhioRISE $99,852 $97,635 $2,216 2.3% $606,344 $650,482 -$44,138 -6.8%
SPBM $436,736 $471,169  -$34,434 -7.3% $3,473,762 $3,516,923 -$43,161 -1.2%
Fee-For-Service $903,222 $1,518,354 -$615,131 -40.5% | $7,742,443 $11,557,557 -$3,815,114 -33.0%
ODM Services $510,993 $562,297  -$51,305 -9.1% | $3,833,570 $3,971,596 -$138,025 -3.5%
DDD Services $392,230 $416,786  -$24,557 -5.9% | $3,048,798  $3,104,795 -$55,996 -1.8%
Hospital — HCAPt S0 S0 SO - $833,847 $889,100 -$55,253 -6.2%
SDP, HAPt o $539,270 -$539,270 -100.0% $26,228  $3,592,067 -$3,565,839 -99.3%
Premium Assistance $197,366 $142,688 $54,678 38.3% $977,293 $973,855 $3,438 0.4%
Medicare Buy-In 587,374 $85,906 $1,468 1.7% $575,028 $573,967 $1,061 0.2%
Medicare Part D $109,992 $56,782 $53,210 93.7% $402,265 $399,888 $2,377 0.6%
Administration $89,817 $79,215 $10,602 13.4% $679,530 $678,611 $920 0.1%
Total (ODM Estimates) $3,289,889 $3,970,255 -$680,366 -17.1% | $24,332,752 $28,810,475 -$4,477,723 -15.5%
Total (Current $3,289,889 $3,851,334 -$561,445  -14.6% | $24,332,752 $28,096,944 -$3,764,193 -13.4%
Appropriation)$

*September 2025 estimates from the Department of Medicaid
tCFC — Covered Families and Children; ABD — Aged, Blind, and Disabled; HCAP — Hospital Care Assurance Program; SDP — State
Directed Payments; HAP — Hospital Additional Payments

¥ Estimate reduced by $118.9 million per month from August through June to reflect differences in ODM’s category estimates
from H.B. 96 appropriation.

Detail may not sum to total due to rounding.
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Expenditures4

— Brandon T. Minster, Senior Economist

— Kyuhan Choi, Economist
Overview

For the first seven months of FY 2026, GRF program expenditures totaled $28.51 billion.
These expenditures were $432.1 million (1.5%) below OBM'’s estimates. GRF uses also include
transfers out, which totaled $951.5 million and were $1.4 million (0.1%) over estimate for the
YTD. Total GRF uses for these seven months were $29.46 billion, $430.7 million (1.4%) below
estimate.

The primary drivers of the negative YTD variance in program expenditures were Medicaid,
with a $187.6 million (1.2%) negative variance, and Health and Human Services, with a
$147.3 million (10.1%) negative variance. Other categories with negative YTD variances at the
end of January were General Government ($75.7 million, 17.7%), Justice and Public Protection
(560.1 million, 2.9%), Higher Education ($58.9 million, 3.6%), Debt Service ($7.5 million, 1.1%),
and Other Education (S0.7 million, 0.9%). All other program categories were over their OBM
estimate, including Primary and Secondary Education ($80.4 million, 1.3%) and Property Tax
Reimbursements ($25.2 million, 2.5%).

Program expenditures had a large negative January variance of $514.9 million (17.5%)
driven primarily by a negative January variance of $276.4 million (23.5%) in Primary and
Secondary Education, due to the timing issue of the first foundation funding payment for January
posting in December. Negative January variances also occurred in Medicaid ($91.2 million,
11.1%), Justice and Public Protection ($72.0 million, 18.2%), Health and Human Services
(556.6 million, 28.5%), and Other Education ($8.0 million, 55.9%). The remaining categories had
monthly variances of less than S5 million.

Medicaid’s GRF and non-GRF variances and GRF variances in a few other categories are
discussed below.

Medicaid

Medicaid is a joint federal-state program. It is mainly funded by the GRF but is also
supported by several non-GRF funds. GRF Medicaid expenditures were below their monthly
estimate in January by $91.2 million (11.1%) and below their yearly estimate by $187.6 million
(1.2%). Non-GRF Medicaid expenditures were below their monthly estimate by $470.3 million
(15.5%) and below their yearly estimate by $3.58 billion (28.1%). As in previous months, this was
mostly from timing of Hospital Additional Payments (HAP) spending; none of January’s projected
HAP spending occurred in the month. HAP spending awaits approval from the U.S. Centers for
Medicare and Medicaid Services (CMS). Delayed CMS approval also has held up other state-
directed payments. When ignoring the $539.3 million HAP that was projected for January but did

4 This report compares actual monthly and YTD expenditures from the GRF to OBM'’s estimates. If a
program category’s actual expenditures were higher than estimate, that program category is deemed to
have a positive variance. The program category is deemed to have a negative variance when its actual
expenditures were lower than estimate.
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not occur, the non-GRF expenditures were above their monthly estimate by $69.0 million (2.3%).
These payments will be made in future months. Including both the GRF and non-GRF, all-funds
Medicaid expenditures were $561.4 million (14.6%) below estimate in January and below the
FY 2026 estimate by $3.76 billion (13.4%).

Table 5 shows GRF and non-GRF Medicaid expenditures for the Ohio Department of
Medicaid (ODM), the Ohio Department of Developmental Disabilities (DODD), and seven other
“sister” agencies that also take part in administering Ohio Medicaid. ODM and DODD account for
about 99% of the total Medicaid budget. Therefore, they generally also account for most of the
variances in Medicaid expenditures. ODM had an all-funds negative variance in January of
$550.3 million (16.2%), and a FY 2026 all-funds negative variance of $3.70 billion (15.0%). Again,
these figures are skewed by the missing HAP payments. DODD had a January all-funds negative
variance of $23.9 million (5.6%) and a FY 2026 all-funds negative variance of $56.2 million (1.8%).
The other seven “sister” agencies — Job and Family Services (ODJFS), Health (ODH), Aging (ODA),
Behavioral Health (DBH), State Board of Pharmacy, Education and Workforce (DEW), and
Children and Youth (DCY) — account for the remaining 1% of the total Medicaid budget. Unlike
ODM and DODD, the seven “sister” agencies incur only administrative spending.

Table 6 shows all-funds Medicaid expenditures by payment category. Timing issues again
played a role in the monthly variances for Premium Assistance and Fee-For-Service (FFS).
Premium Assistance expenditures in January were $54.7 million (38.3%) above projection, the
result of Medicare Part D spending that had been scheduled for previous months. The FFS
variance includes the previously mentioned HAP delay. Yearly expenditures were below their
estimates for two major payment categories, while slightly above estimate for the other two. FFS
was $3.82 billion (33.0%) below estimate, with over 93% of this variance coming from the timing
of HAP spending. The other category with a negative variance was Managed Care, which was
$667.0 million (4.3%) below estimate. Positive variances occurred in Premium Assistance, which
was $3.4 million (0.4%) above estimate, and Administration, which was $0.9 million (0.1%) above
estimate.

Table 6 includes two total lines to reflect the difference between ODM’s category
estimates and the estimates based on current appropriations that are shown in Table 5. ODM’s
category estimates exceed appropriations by approximately $1.31 billion over the fiscal year.
ODM distributed this amount over the final 11 months of FY 2026, so that the monthly estimates
in Table 6 exceed the monthly estimates in Table 5 by about $118.9 million each month. As a
result, the difference between the two total lines of Table 6 is $118.9 million for the month with
a cumulative YTD difference of $713.5 million.

Primary and Secondary Education

This program category includes all GRF spending for DEW, excluding Medicaid. January
expenditures were $276.4 million (23.5%) below OBM’s monthly estimate, decreasing the
category’s positive YTD variance to $80.4 million (1.3%). DEW pays foundation funding to school
districts twice a month and to other education providers once a month. Under the estimates, the
first payment for January was to be paid in the first few days of January, but the payment went
out slightly earlier than expected and was paid in December. As a result, January’s negative
variance reflects the offsetting effect of December’s positive variance.
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Health and Human Services

The Health and Human Services program category includes all GRF expenditures by health
and human services agencies, excluding expenditures for Medicaid and debt service. In January,
this category had a negative variance of $56.6 million (28.5%), increasing the YTD negative
variance to $147.3 million (10.1%) at the end of January. DCY was under estimate by $25.7 million
in January and $88.8 million YTD. More than half of the negative variance was due to ALI 830400,
Child Care Maintenance of Effort, which is used in conjunction with several other line items for
publicly funded child care. ODJFS was the second-largest contributor to the monthly variance,
with expenditures $24.4 million below estimate in January and $18.4 million below estimate YTD.
Within ODJFS, ALI 600450, Program Operations, was $21.7 million under its FY 2026 estimate.

Justice and Public Protection

The Justice and Public Protection program category includes all GRF expenditures by
justice and public protection agencies, excluding expenditures for debt service. In January, this
category had a negative variance of $72.0 million (18.2%), resulting in a YTD negative variance of
$60.1 million (2.9%). The Department of Rehabilitation and Correction (DRC) accounted for
$79.7 million of the category’s negative January variance. DRC had a positive variance in
December because quarterly reentry and community based correctional facility payments were
made earlier than estimated, resulting in a corresponding negative variance in January.
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Issue Updates

Controlling Board Approves Nearly $600,000 for ODOT
Research on Autonomous Vehicle Operation and Regulation
— Gavin Enseleit, Budget Analyst

On January 12, 2026, the Controlling Board approved two contracts totaling $592,740 for
the Ohio Department of Transportation (ODOT) to conduct autonomous vehicle research in
collaboration with eight other states.> Under the first contract for $324,518, AECOM Technical
Services will investigate common regulatory concerns and needs for testing, deploying, and
operating autonomous vehicles. Ohio’s share of the cost is $36,058. The remaining $288,460 for
the other states will be paid to Ohio by the Federal Highway Administration (FHWA). The second
contract is for $268,222 with Kittleson Associates to study and develop common technological
and legal guidelines for using automated driving systems, which involve the remote operation of
autonomous vehicles. Ohio’s share of the cost for this study is $29,802, with the remaining
$238,419 for the other participating states to be paid to Ohio by the FHWA. The FHWA funding
for the contracts is deposited into the Highway Operating Fund (Fund 7002) and paid from line
item 771412, Planning & Research — Federal, which covers the federal share of costs for research
studies, statewide traffic monitoring, road inventory maintenance, as well as long-range
transportation planning.

Ohio Traffic Safety Office Awards $23.5 Million in Federal Traffic
Safety Grants

— Maggie West, Senior Budget Analyst

On December 15, 2025, the Department of Public Safety’s Ohio Traffic Safety Office
(OTSO) announced the award of 195 competitive traffic safety grants totaling $23.5 million. The
federally funded grants were awarded to 165 agencies in 68 counties and ranged individually
from $3,777 to $3.0 million. The Ohio State Highway Patrol (OSHP) received the largest number
of individual grants (9) and was awarded the most funding overall (58.6 million or 36.7% of the
total amount awarded). OSHP has statewide jurisdiction for traffic enforcement efforts. Other
recipients include state agencies, political subdivisions, nonprofit organizations, colleges and
universities, hospitals, and other eligible organizations within Ohio in areas with high rates of
fatal crashes. A complete list of awards (PDF) is available on OTSO’s website under Grants and
then selecting Federal Funding at: otso.ohio.gov.

These grants are funded through money provided by the National Highway Traffic Safety
Administration to promote highway safety programs nationwide. The grant period began
October 1, 2025, and runs through September 30, 2026, coinciding with federal fiscal year (FFY)

> Both studies are designated as federally authorized Pooled Fund Studies, which are 100% federally
funded and allow a group of collaborating states to study transportation issues of common concern. ODOT
is the lead agency, with transportation departments in eight other states (CT, MD, MI, MN, PA, TX, VA,
and WA) also participating.
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2026. Traffic safety priority areas chosen by Ohio for grant funding include impaired driving, seat
belt usage, speeding, distracted driving, youthful driving, and motorcycle safety.

Ohio’s FFY 2026 grants were awarded in the following six program areas: (1) Statewide
Programming (54.7% of total funding), which supports statewide education, enforcement, and
awareness initiatives addressing traffic safety priority areas, (2) Impaired Driving Enforcement
and Selective Traffic Enforcement Program (23.6%), which includes awards to 61 sheriff’s offices
and 35 police departments for overtime hours used to reduce traffic-related crashes,
(3) Countywide OVI Task Forces (10.2%), which supports high-visibility enforcement and public
awareness campaigns focused on impaired driving, (4) Safe Community Programs (9.9%), which
assists communities in providing year-round traffic safety education and outreach, (5) Summer
Holiday Enforcement Program (1.0%), which provides funding for summer overtime enforcement
to reduce fatal crashes, and (6) Dedicated Traffic Enforcement Program (0.6%), which provides
funding for a dedicated traffic enforcement officer at one sheriff’s office (Logan County Sheriff’s
Office) and one police department (Lorain Police Department) as part of a pilot program to help
reduce certain traffic-related fatal crashes.

Ohio Traffic Safety Grants, FFY 2026

Number Program

Program Area of Grants | Area Total

Statewide Programming 30 | $12,847,128
Impaired Driving Enforcement and Selective Traffic Enforcement Program 96 $5,540,377
Countywide OVI Task Forces 10 $2,395,594
Safe Community Programs 44 $2,321,620
Summer Holiday Enforcement Program 13 $225,876
Dedicated Traffic Enforcement Program (pilot program) 2 $141,665

Total 195 | $23,472,260

State Fire Marshal Awards Nearly $4.0 Million in MARCS Grants

— Jared Cape, Budget Analyst

On December 19, 2025, the Division of State Fire Marshal within the Department of
Commerce announced $3.8 million in equipment grant awards and nearly $200,000 in service fee
grant awards under the Multi-Agency Radio Communications System (MARCS) Grant Program.
Equipment grants may be used to buy MARCS radios and MARCS-compliant accessories that
promote interoperability between fire services. Service fee grants may be used to offset monthly
MARCS unit subscriber fees. Overall, 198 fire departments in 63 counties received awards ranging
from $864 to $42,500 for equipment grants. Service fee grants ranged from $120 to $4,380.
While eligible recipients can receive up to a maximum of $50,000 in MARCS grants, 20 recipients
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received a combined maximum award of $42,500. H.B. 96 earmarked up to $4.0 million in each
of FY 2026 and FY 2027 for MARCS grants.

Eligible grant recipients include volunteer fire departments, municipal or small township
fire departments that serve one or more small municipalities or townships, joint fire districts, and
certain private fire companies that serve a population of 25,000 or less. The State Fire Marshal
also considers requests from multiple jurisdictions within the same county or region collaborating
to acquire or complete MARCS service for their fire departments. Other factors the State Fire
Marshal considers when making the awards include a department’s annual budget and the
annual number of fire incidents a department handles. Funding for MARCS grants comes from
taxes on insurance companies selling fire insurance in Ohio and from inspection fees, hotel
permits, and fireworks licenses. Receipts from these sources are deposited into the State Fire
Marshal Fund (Fund 5460).

U.S. EPA Allots $202.7 Million to Ohio for Lead Service Line
Replacement in FFY 2025 Under IIJA

— Robert Meeker, Senior Budget Analyst

On November 24, 2025, U.S. EPA announced an allotment of $202.7 million to Ohio for
the Federal Fiscal Year (FFY) 2025 Drinking Water State Revolving Fund Lead Service Line
Replacement funding provided through the federal Infrastructure Investment and Jobs Act (IlJA).
[IJA, which became law in November 2021, appropriated $3.0 billion annually over FFYs 2022-
2026 for lead service line replacement grants nationwide. Eligible states are required to apply for
the award and release of these funds annually.

Under IIAJ, the money is used to provide financing for the replacement of lead service
lines (LSL) and related activities through the Water Supply Revolving Loan Account (WSRLA).
Ohio’s allotment is managed by Ohio EPA with assistance from the Ohio Water Development
Authority. Historically, WSRLA provides below-market rate loans to public water systems for the
planning, design, and construction of improvements to community water systems and nonprofit
noncommunity public water systems. LSL funding is available at 0% interest rate and IlJA permits
up to 49% of LSL funding to be awarded as forgivable loans.

Since FFY 2022, and including the FFY 2025 allotment, Ohio’s portion of [IJA funds for lead
service line replacement has totaled $625.2 million. Over this four-year period, Ohio leads its
neighboring states in funding with Pennsylvania receiving $530.1 million, Michigan
$353.8 million, Indiana $308.3 million, Kentucky $139.1 million, and West Virginia $114.5 million.
The table below shows annual and overall funding for Ohio and neighboring states from FFY 2022
through FFY 2025.

Some states received an increase or decrease in their anticipated allotments for FFY 2025
due to differing measures and calculations used by U.S. EPA. US EPA calculated state specific
ratios of reported lead service lines to total known service line materials to predict how many
unknown material service lines reported by a state might be lead. Compared to the FFY 2024
allocation, Ohio received a 10% increase for FFY 2025 under this new formula.
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According to U.S. EPA’s most recent estimates, Ohio is estimated to have 406,565 lead
service or galvanized service lines requiring replacement. Michigan is estimated to have 294,388,
Indiana 261,897, Pennsylvania 264,961, Kentucky 36,093, and West Virginia 13,792.°

Drinking Water State Revolving Fund Lead Service Line Replacement funding through the
Infrastructure Investment and Jobs Act, FFY 2022-2025 (in millions) — Surrounding States

Total
- FFY 2022 FFY 2023 FFY 2024 FFY 2025 Allotments to
date

Ohio $71.3 $166.9 $184.3 $202.7 $625.2
Pennsylvania $87.3 $155.0 $152.4 $135.4 $530.1
Michigan $69.6 $72.9 $61.9 $149.4 $353.8
Indiana $43.3 $65.2 $65.8 $134.0 $308.3
Kentucky $46.7 $28.7 $35.0 $28.7 $139.1
West Virginia $28.4 $28.7 $28.7 $28.7 $114.5

Department of Education and Workforce Allocates $7.1 Million
to New Career Pathway Support Networks

— Ryan Brown, Senior Budget Analyst

In November 2025, DEW announced $7.1 million in funding allocations for seven Career
Pathway Support Networks (CPSNs). Due to provisions in H.B. 96, the CPSNs largely replace the
functions of the six former Tech Prep Regional Centers and are designed to expand access to and
participation in career-technical education (CTE), particularly for students in grades 7-10, and to
provide mentoring and career planning and advising. The networks will increase access to CTE
primarily through regional planning that aligns local CTE programming with local workforce
needs, as well as by building regional networks of education, business, and community partners
to support CTE delivery.

While the Tech Prep Regional Centers also operated on a regional basis, CPSNs are aligned
with the JobsOhio regions. Each CPSN is funded roughly in proportion to the total number of
grades 7-12 students and CTE participants in its region. The table below displays each region’s
funding allocations for FY 2026 and FY 2027 and the region’s lead institution, which will also serve
as its fiscal agent.

® These estimates can be found in the FFY 2025 update of the U.S. EPA’s 7" Drinking Water Infrastructure
Needs Survey and Assessment located at EPA.gov using a keyword search for “Drinking Water State
Revolving Fund” and then selecting the link entitled “Seventh DWINSA.”

Budget Footnotes Page |19 February 2026


https://www.epa.gov/dwsrf/epas-7th-drinking-water-infrastructure-needs-survey-and-assessment
https://www.epa.gov/dwsrf/epas-7th-drinking-water-infrastructure-needs-survey-and-assessment
https://www.epa.gov/

Legislative Budget Office of the Legislative Service Commission

Funding Allocations for Career Pathway Support Networks by
JobsOhio Region, FY 2026-FY 2027

JobsOhio Region Lead Institution FY 2026 FY 2027
Northeast ESC of Northeast Ohio $682,899 $878,448
Central ESC of Central Ohio $545,812 $702,105
Southwest Cincinnati State Community College $460,322 $592,135
Northwest North Central Ohio ESC $409,700 $527,017
West Sinclair Community College $374,961 $482,331
Southeast East Central Ohio ESC $340,658 $438,205
East Youngstown State University $295,221 $379,757

Total $3,109,573 $4,000,000

CPSNs are funded through GRF ALl 200545, Career-Technical Enhancements. H.B. 96
earmarks $4 million in each fiscal year, an increase of $1.3 million per year compared to the
earmark for Tech Prep Regional Centers in H.B. 33 of the 135" General Assembly. DEW awarded
the remaining $890,000 or so of the FY 2026 earmark to the six Tech Prep Regional Centers as a
four-month funding extension to maintain continuity of services before the CPSNs became
operational.

DEW Announces FY 2026 Quality Community and Independent
STEM School Support Grants

— Patrick Campbell, Budget Analyst

In December 2025, DEW released its list of 122 schools awarded $115 million in Quality
Community and Independent STEM School Support funds for FY 2026. This marks an increase in
both the number of schools and the funds awarded compared to FY 2025, when 89 schools
received $102.3 million. The program uses a portion of state lottery profits to reward community
schools that meet certain criteria with respect to sponsor ratings, report card performance, and
other factors and STEM schools that meet certain conditions. Designated schools receive
payments of $3,000 for every student identified as economically disadvantaged and $2,250 for
every other student in FY 2026, which are the same amounts as in FY 2025. The designated
schools serve 48,412 full-time equivalent (FTE) students, of whom 41,846 (86.4%) are identified
as economically disadvantaged. The number of students in designated schools required FY 2026
payments to be prorated to 82.0% of the calculated amount ($140.3 million) to fit within the
appropriation.

Budget Footnotes Page |20 February 2026



Legislative Budget Office of the Legislative Service Commission

A community school must meet at least one of five categories of criteria to qualify for the
Community School of Quality designation, all of which require that a school’s sponsor must be
rated “exemplary” or “effective” on the sponsor’s most recent evaluation. The five categories
allow schools to qualify based on a variety of metrics and capture different dimensions of school
quality. An independent STEM school qualifies if it satisfies the requirements described in the
Quality Model for STEM and science, technology, engineering, art, and math (STEAM) Schools
established by DEW and meets other criteria. Schools that meet the designation criteria for a
given fiscal year, in general, retain the designation for the subsequent two fiscal years, for a total
of three years of eligibility. The chart below illustrates the portion of FY 2026 funding distributed
by designation category.

Quality Community and Independent STEM School Support Funds by Designation
Category (S in Millions), FY 2026

Category 2 - New or

Category 1 -
Academic newer school
performance replicating model of

Category 1 school,

$80.3, 69.8%
$1.4,1.2%

STEM schools, Category 3 - Schools

»9.6, 8.4% contracting with
certain operators,
$6.9, 6.0%
5 Category 5 - . Category 4.
ropout prevention R
& recovery schools, :
$12.3,10.7% performance,
o $4.5,3.9%

Of the 122 schools designated, 78 schools (64%), receiving $80.3 million, qualified under
Category 1, which focuses on the academic performance of the schools. In general, this category
considers performance index scores relative to the school district in which the school is located,
the value-added progress dimension on the report cards (a statistical measure intended to
capture students’ learning over the course of a school year), and the school’s concentration of
students identified as economically disadvantaged. Seven schools (6%), receiving about
$1.4 million, qualified under Category 2, which designates certain schools that are new or opened
within the last four years and that are replicating an instructional or operational model of a school
designated under Category 1, and whose operator, if any, meets certain performance
requirements. Eight schools (7%), receiving $6.9 million, qualified under Category 3, which
applies to schools contracting with certain operators that also operate schools in other states.
Six schools (5%), receiving $4.5 million, qualified under Category 4. This category is focused on
academic performance like Category 1 but differs in some respects. Category 4 examines a
school’s performance index scores relative to the school district in which the school is located
but it considers the value-added progress and achievement components on the report cards and
does not consider economically disadvantaged student concentration. Fifteen schools (12%),
receiving $12.3 million, qualified under Category 5, which designates certain dropout prevention
and recovery schools. Eight independent STEM schools (7%) also qualified for funding, receiving
$9.6 million. Prior to FY 2026, the first three categories were the only paths that a community
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school could take to qualify for the grant. H.B. 96 expanded the number of eligibility categories
to five.

DEW Reports $1.0 Billion in Disadvantaged Pupil Impact Aid
and Student Wellness and Success Funds Spent in FY 2025
— Grace Orians, LSC Fellow

In December 2025, DEW released its annual report on districts and schools’ utilization of
Disadvantaged Pupil Impact Aid (DPIA) and Student Wellness and Success Funds (SWSF). The
report summarizes the amount of funding spent and the types of initiatives implemented during
FY 2025. During that year, DEW reports that districts and schools spent a combined total of
$1.0 billion in DPIA ($634.1 million) and SWSF ($370.8 million).

DPIA and SWSF are components of the school funding formula that state law restricts to
a menu of certain initiatives. Districts and schools may use SWSF for initiatives providing
comprehensive services aimed at overcoming learning barriers, such as mental and physical
health services, substance use and suicide prevention services, community resource connections,
and family engagement. DPIA may be used for these services as well as academic-focused
programs, such as reading improvement and intervention, extended school day and school year,
academic intervention, dropout prevention, and school safety. Mental health services continue
to be the top expenditure category of state funding, with districts and schools expending
$346.4 million on a total of 1,068 initiatives. It was the top expenditure category for SWSF
(5224.9 million) and second highest for DPIA ($121.5 million). The second and third largest
categories for SWSF were physical health care services (592.3 million) and prevention education
(518.2 million), while the first and third largest categories for DPIA were reading improvement
and intervention ($146.4 million) and school safety ($69.6 million).

Districts and schools are required to develop plans outlining how they will use DPIA and
SWSF in collaboration with community partners. Districts and schools coordinated most with
educational service centers (ESCs) out of the eight allowable community partner types, with
710 (70.5%) districts and schools reporting such a partnership. Community-based mental health
treatment providers (67.3%) and nonprofit organizations with experience serving children
(44.3%) had the next highest partnership rates.

For additional details, see DEW’s Student Wellness and Success Funds & Disadvantaged
Pupil Impact Aid Report Fiscal Year 2025 (PDF), which is accessible by conducting a keyword
“student wellness and success funds” search on the DEW website: education.ohio.gov.

$13.4 Million in TANF Grant Funds Released to Faith-Based and
Community Organizations

— Jake Graffius, Budget Analyst
On December 9, 2025, the Governor’s Office announced that 55 faith and community-

based organizations would receive approximately $13.4 million in both FY 2026 and FY 2027 in
federal Temporary Assistance for Needy Families (TANF) grant funds earmarked for the
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Governor’s Office of Faith-Based and Community Initiatives (GOFBCI).” These funds aim to reduce
poverty by helping to form public-private partnerships between GOFBCI and faith and
community-based organizations. Grant funds must be used to meet one of the four purposes of
TANF: (1) assisting needy families so children can be cared for in their own homes, (2) reducing
the dependency of needy parents by promoting job preparation, work, and marriage,
(3) preventing out-of-wedlock pregnancies, and (4) encouraging the formation and maintenance
of two-parent families. Additionally, funds must be used to provide benefits or services that are
short-term and nonrecurrent?® to low-income families whose household incomes are 200% of the
federal poverty level or less. Individual grant allocations ranged from $50,000 to $1 million.
Specific examples of services provided include the distribution of coats and shoes to eligible
children, suicide prevention resources and strategies to TANF-eligible families, mentorship
programs for youths across the state, workforce development training, food assistance, maternal
support services, and housing assistance.

Established in 2013 within the Governor’s Office, GOFBCI encourages organizations to
seek public funding for charitable services. GOFBCI also acts as an advisor to the Governor and
General Assembly on ways to remove barriers between these organizations and government
entities. GOFBCI has been receiving federal TANF funds to support its grant efforts since FY 2014.
Typically, TANF funds, which are administered by ODJFS, are earmarked in operating budgets for
GOFBCI in each fiscal year.

Ohio Receives $202 Million Rural Health Grant
— Jake Graffius, Budget Analyst

On December 29, 2025, Ohio was awarded $202.0 million under the federal Rural Health
Transformation (RHT) Program. ODH will administer the funds at the state level. ODH will use the
funding for several initiatives aimed at strengthening and modernizing health care in rural
communities.® Program goals are to: improve access to care and health outcomes for rural
residents; build partnerships between rural hospitals and other health care providers to promote
quality improvement, increase financial stability, and share best practices in care delivery;
prioritize the use of new and emerging technologies that emphasize prevention and chronic
disease management; and develop workforce initiatives to address gaps in the rural healthcare
workforce. Specific program initiatives include the development of the following: Ohio rural
health innovation hubs to improve access to care; a rural Ohio emergency care transformation
project to improve response times and to ensure patients receive the correct care in the most
appropriate setting (e.g., urgent care instead of emergency department); rural-specific training

7 Funds were released by the Governor’s Office through Executive Order 2025-07D.

8 These are considered nonassistance benefits or services since they are not designed to meet a family’s
ongoing basic needs.

9 See the Ohio Rural Health Transformation Program Project Narrative (PDF), which may be accessed by
conducting a keyword “Rural Health Transformation Program” search on the Ohio Department of Health’s

website: odh.ohio.gov.
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programs for community health workers, patient navigators, and other paraprofessionals; and
school-based health centers to serve students and nearby communities.

The RHT Program was authorized by federal law in July 2025. Under the program, a total
of $50.0 billion will be available to states from FFY 2026 to FFY 2030, with $10.0 billion available
each year. The U.S. Centers for Medicare and Medicaid Services (CMS) administer the program
at the federal level. In each year, 50% of funding will be distributed equally among approved
states. The remaining 50% will be distributed based on several factors, including the percentage
of the population living in rural populations, the proportion of rural health facilities relative to
the number of rural health facilities nationwide, and any other factors CMS deems appropriate.
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Tracking the Economy

— Jorge Valdebenito, Economist
Overview

During the first week of February, the federal government entered its second shutdown
in five months. While the previous shutdown in October lasted 43 days, the most recent one
lasted only a couple of days. Congress advanced a funding measure to reopen most federal
agencies for the remainder of the fiscal year and to provide temporary funding for the
Department of Homeland Security through February 13, allowing additional time for negotiations
over immigration enforcement.

The Federal Reserve kept its target interest rate unchanged at a range between 3.5% and
3.75% at its January meeting, following three consecutive cuts in late 2025, citing signs of
stronger economic growth and labor-market stabilization.

Updated figures for the third quarter of 2025 showed that U.S. real GDP grew at a 4.4%
annual rate, and inflation reached 2.7% on a year-over-year basis in December. Ohio’s real GDP
increased at a seasonally adjusted annual rate of 5.1% in the third quarter of 2025, its highest
level since the fourth quarter of 2021.

In financial markets, the S&P 500 was up 14.9% year-over-year at the end of January,
while the ten-year Treasury yield ended the month at 4.26%, 32 basis points below the level
recorded a year earlier. In the crypto market, the first week of February saw Bitcoin and
Ethereum, the two largest crypto currencies in terms of market cap, experienced sharp declines.
Bitcoin’s average price fell below $70,000 and Ethereum’s below $2,100, representing declines
of 44% and 53%, respectively, from their all-time highs reached in October and August of last
year.

The National Economy

U.S. real GDP grew at a 4.4% annual rate in the third quarter of 2025, according to the
updated estimate published by the U.S. Bureau of Economic Analysis (BEA) in mid-January.
Third-quarter GDP growth was 0.6 percentage points higher than in the second quarter, and the
agency indicates that this increase reflects gains in consumer spending, exports, and government
spending, partly offset by declines in investment. Imports, which are a subtraction in the
calculation of GDP, decreased.

Official unemployment data was delayed this month due to the government shutdown.
Unofficial employment information from Automatic Data Processing, Inc. (ADP), a payroll
processing firm, estimates that private-sector employment increased by 22,000 jobs in January
compared to December. On a year-over-year basis, private employment rose by 0.7% compared
to January 2025. ADP reported that private employers created 398,000 jobs in 2025, roughly half
the 771,000 jobs created in 2024.

Year-over-year inflation, as measured by the Consumer Price Index for All Urban
Consumers, rose by 0.3% in December. On an unadjusted basis, inflation increased by 2.7% over
the last 12 months. Core inflation, which excludes food and energy, rose by 2.6% over the past
12 months. On an unadjusted 12-month basis, food prices increased by 3.1%, and energy prices
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rose by 2.3%. Within energy, energy commodities (e.g., gasoline) decreased by 3.0% and energy
services (e.g., electric utility prices) increased by 7.7% during the year.

The U.S. trade deficit nearly doubled in November to $56.8 billion, up from $29.2 billion
in October, according to BEA. The November trade deficit was consistent with monthly levels in
the six months prior to October’s narrow deficit. In November, U.S. imports rose by 5% to
$348.9 billion, while exports decreased by 3.6% to $292.1 billion. The agency suggests that these
changes could be due to fast fluctuating trade rules and volatility in financial markets, cross-
border flows of gold and pharmaceuticals. In November, $6.7 billion of the $16.8 billion increase
in U.S. goods imports were due to pharmaceuticals. Meanwhile, exports of gold and other
precious metals fell by $6.8 billion. Chart 2 shows the U.S. trade balance in goods with its major
trading partners during the first nine months of 2024 and 2025 respectively.

Chart 2: U.S. Trade Balance in Goods with Selected Countries
and Areas from (in $ billion)
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During the last week of January, the Census Bureau released its population data for 2025,
reporting a significant slowdown in population growth, similar to the lowest levels seen during
the COVID-19 pandemic. U.S. population growth slowed to 0.5%, or 1.8 million people, between
July 1, 2024, and July 1, 2025, compared to the same period a year ago. The slowdown is largely
driven by a historic decline in net international migration, which fell from 2.7 million to 1.3 million
over the period from July 2024 through June 2025.

Total new light vehicle sales fell 6.7% in January compared to December, to 14.9 million on a
seasonally adjusted annual rate, a 3.5% decline from a year earlier. The decrease was led by light
trucks, with severe weather adding to the typical post-holiday slowdown, though overall demand
remains steady following the expiration of electric-vehicle tax credits occurring at the end of
September. The newly enacted tax cuts under the One Big Beautiful Bill Act are expected to provide
larger-than-usual refunds this year, delivering an estimated $100 billion in refund related stimulus,
according to the Tax Foundation. Their projection is rooted in the employer withholding rates, which
did not change in response to the federal tax cut enacted in mid-2025. Therefore, rather than receiving
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the tax benefit gradually throughout the subsequent pay periods, taxpayers will receive it all at once
when they file their annual tax returns. This temporary boost to disposable income during tax filing
season is likely to lift vehicle demand in the coming months, particularly in the used-car market.

The National Association of Realtors (NAR) reported that home sales in December, after
adjusting for seasonal factors, were the highest in nearly three years. Sales of existing homes rose by
5.1% from November on a seasonally adjusted annual rate to reach 4.35 million sales. On a
year-over-year basis, December home sales increased by 1.4%. The median sales price in the U.S.
reached $405,400, which is 0.4% higher than in December of last year.

The inventory of homes for sale fell by 21.4% from November but increased by 3% compared
with December 2024, according to NAR statistics. It is not uncommon for owners to de-list their home
in December because the holidays are traditionally considered a slow season for property sales. Under
this strategy, the homeowners can re-list in February to avoid the stigma of having their property on
the market for a long consecutive duration, as some prospective buyers might assume the property
might have a defect if it does not sell within a couple months.

According to Freddie Mac, a government-sponsored enterprise (GSE), the average 30-year
fixed-rate mortgage (FRM) declined to 6.10% in the last week of January. At the same time last year,
this rate averaged 6.95%. The 15-year FRM averaged 5.49% during the last week of January, down
from 6.12% recorded during the same week last year.

The Ohio Economy

In mid-January, the Federal Reserve Bank of Cleveland published its Beige Book. The
report indicates that business activity in the Fourth District, which encompasses all of Ohio and
parts of Pennsylvania, Kentucky, and West Virginia, increased slightly in recent weeks.
Manufacturing and construction firms reported improved demand and greater client confidence,
while consumer spending declined modestly and freight demand fell. Employment levels were
generally flat, wage pressures rose slightly, and nonlabor costs remained elevated. Businesses
reported that their selling prices continued to increase at a moderate pace.

In December, Ohio’s labor market improved slightly, as the unemployment rate
decreased to 4.45% from 4.54% recorded in November. The number of unemployed Ohioans
lowered to 264,505, according to BLS. Nonfarm employment in December added approximately
3,500 jobs, which is 1.0% more compared to December 2024. The trade, transportation and
utilities industry, the largest employer in the state, recorded a monthly employment decrease of
800 jobs in December, but industry employment remains 10,000 jobs above the prior year level.

Ohio’s real GDP increased at a seasonally adjusted annual rate of 5.1% in the third quarter
of 2025, according to annual updates of GDP and personal income by state released by BEA.
Growth in the second quarter reached 3.9%. Manufacturing, which accounts for 14% of the
state’s total GDP, grew at an annualized nominal (i.e., not adjusted for inflation) percent change
of 14.9%. Real estate and rental and leasing sector, which represents 12.0% of state GDP, and
finance and insurance at 11.5%, nominally grew by 4.1% and 17.4%, respectively. Finally,
government and government enterprises grew by a 5.0% annualized nominal rate.

Ohio remained the 7" most populous state in 2025, according to Census data, with
11.9 million inhabitants, an increase of almost 40,000 new residents compared to 2024. In the
state, births increased 0.2% to 126,825 from the period, deaths decreased by 0.3%, international
migration decreased 49.0% to 28,505 and domestic migration reached 11,926 compared to the
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same period last year, where it decreased by 1,339. Domestic migration refers to the movement
of people from one U.S. state to another. The Census Bureau remarked that the Midwest states
also saw positive net domestic migration for the first time this decade, as “Ohio and Michigan
exemplify this emerging trend.” Chart 3 shows the estimated components of Ohio’s population
change from April 2020 to July 2025.

Chart 3: Ohio’s Estimated Components of Resident Population Changes from
April 1, 2020 to July 1, 2025.
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In the housing market (PDF), Ohio home sales totaled 10,075 units in December 2025, an
increase of 6.9% from the same month last year. The median sales price was $250,000,
representing a 2.0% increase from the median value one year earlier, $245,000. Active residential
listings reached 28,122, an increase of 2.3% compared to December 2024, when there were
27,476 listings.
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