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Highlights

— Russ Keller, Chief Economist

FY 2026 ended on a high note as June GRF tax receipts were $306 million above the
estimate published by the Office of Budget and Management (OBM). For the fiscal
year, GRF tax receipts exceeded estimate by $1.82 billion, and the three largest tax
sources were responsible for 97% of that surplus. GRF Medicaid spending ended the
year $451 million below estimate, and overall GRF program expenditures were
$778 million less than anticipated. Ohio’s economy expanded in each of the past four
quarters, but growth decelerated over the latest two quarters. The state
unemployment rate continued its downward trend and reached a multiyear low of
3.7% in May, but job gains over the prior 12 months were modest.

Simplified GRF Cash Statement, as of June 30, 2026

(S in millions)

Beginning Cash Balance $2,012.64
Plus Actual Revenues, Transfers In, and Receivables $46,067.96
Less Actual Expenditures and Transfers Out $44,703.63
Ending Cash Balance $3,376.97
Year-end Encumbrances $949.04
Unobligated Ending Cash Balance $2,427.93
Budget Stabilization Fund (BSF) Balance $3,985.37
Combined GRF and BSF Unobligated Ending Balance $6,413.30
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Table 1: General Revenue Fund Sources

Actual vs. Estimate
Month of June 2026
(S in thousands)
(Actual based on report run in OAKS Actuals Ledger on July 1, 2026)

State Sources Actual Estimate* Variance Percent
Tax Revenue
Auto Sales $183,451 $154,900 $28,551 18.4%
Nonauto Sales and Use $1,172,561 $1,124,100 $48,461 4.3%
Total Sales and Use 51,356,013 $1,279,000 $77,013 6.0%
Personal Income $1,181,312 $976,600 $204,712 21.0%
Commercial Activity Tax SO $7,900 -$7,900 -100.0%
Cigarette $90,700 $94,500 -$3,800 -4.0%
Kilowatt-Hour Excise $21,356 $18,100 $3,256 18.0%
Foreign Insurance -$19,610 $22,800 -$42,410 -186.0%
Domestic Insurance $339,481 $281,200 $58,281 20.7%
Financial Institution $37,092 $22,900 $14,192 62.0%
Public Utility $5,696 $3,400 $2,296 67.5%
Natural Gas Consumption S0 S0 SO --
Alcoholic Beverage $5,137 $4,000 $1,137 28.4%
Liquor Gallonage $4,535 $4,800 -$265 -5.5%
Adult Use Cannabis $5,872 $6,000 -$128 -2.1%
Petroleum Activity Tax $3,079 $3,000 S79 2.6%
Corporate Franchise SO SO S0
Business and Property $235 $200 $35 17.5%
Estate SO SO SO ---
Total Tax Revenue $3,030,896 $2,724,400 $306,496 11.3%
Nontax Revenue
Earnings on Investments $98,452 $109,900 -$11,448 -10.4%
Licenses and Fees $255 $753 -5498 -66.1%
Other Revenue $1,210 S868 $342 39.4%
Total Nontax Revenue $99,917 $111,521 -$11,604 -10.4%
Transfers In $37,575 $365,000 -$327,425 -89.7%

Total State Sources $3,168,388 $3,200,921 -$32,533 -1.0%

Federal Grants $1,082,659 $369,212 $713,448 193.2%

Total GRF Sources $4,251,047 $3,570,132 $680,915 19.1%

*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 June 30, 2026

(S in thousands)
(Actual based on report run in OAKS Actuals Ledger on July 1, 2026)

State Sources Actual Estimate* Variance Percent FY 2025%* Percent
Tax Revenue
Auto Sales $2,052,493 $1,973,000 $79,494 4.0% $1,987,593 3.3%
Nonauto Sales and Use $12,726,742 $12,334,500 $392,242 3.2% $12,033,430 5.8%
Total Sales and Use $14,779,236 514,307,500 $471,736 3.3% 514,021,022 5.4%
Personal Income $11,133,483 $10,020,200 $1,113,283 11.1% $10,461,519 6.4%
Commercial Activity Tax $2,328,345 $2,148,000 $180,345 8.4% $2,240,151 3.9%
Cigarette $699,753 $688,300 $11,453 1.7% $711,979 -1.7%
Kilowatt-Hour Excise $336,251 $334,100 $2,151 0.6% $301,309 11.6%
Foreign Insurance $390,211 $452,000 -$61,789 -13.7% $431,433 -9.6%
Domestic Insurance $394,497 $350,500 $43,997 12.6% $353,832 11.5%
Financial Institution $228,377 $211,900 $16,477 7.8% $200,586 13.9%
Public Utility $200,397 $170,000 $30,397 17.9% $180,123 11.3%
Natural Gas Consumption $71,511 $62,300 $9,211 14.8% $68,688 4.1%
Alcoholic Beverage $68,354 $60,900 $7,454 12.2% $59,986 13.9%
Liquor Gallonage $52,498 $54,800 -$2,302 -4.2% $54,442 -3.6%
Adult Use Cannabis $55,880 $58,700 -$2,821 -4.8% SO ---
Petroleum Activity Tax $10,680 $11,500 -$820 -7.1% $10,656 0.2%
Corporate Franchise $23 SO $23 --- $176 -87.0%
Business and Property $545 $400 $145 36.2% $459 18.7%
Estate S1 SO S1 --- $109 -98.9%
Total Tax Revenue $30,750,041 $28,931,100 $1,818,941 6.3% $29,096,470 5.7%
Nontax Revenue
Earnings on Investments $429,717 $411,370 518,347 4.5% $398,667 7.8%
Licenses and Fees $145,707 $135,000 $10,707 7.9% $139,294 4.6%
Other Revenue $99,675 $115,000 -$15,325 -13.3% $130,419 -23.6%
Total Nontax Revenue $675,099 $661,370 $13,729 2.1% $668,381 1.0%
Transfers In $596,097 $986,363 -$390,266 -39.6% $247,598 140.8%

Total State Sources $32,021,237 $30,578,833 $1,442,403 4.7% $30,012,449 6.7%

Federal Grants $14,047,881 $14,508,927 -$461,046 -3.2% $14,182,719 -1.0%

Total GRF SOURCES $46,069,118 $45,087,760 $981,358 2.2% $44,195,168 4.2%

*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

GRF receipts remained strong in FY 2026. Total GRF sources were $46.07 billion at the
end of FY 2026, $981.4 million (2.2%) above OBM’s estimate. GRF tax receipts were above
estimate by $1.82 billion (6.3%). In addition, nontax revenue was $13.7 million (2.1%) above
estimate, due to strong earnings from investments and revenue collected from licenses and
fees. However, federal grants and transfers in were below estimate by $461.0 million and
$390.3 million, respectively. 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 June compared to estimates, while Table 2
shows GRF sources for the fiscal year-to-date (YTD) compared to both estimates and FY 2025
YTD revenue.

The strong performance of GRF tax receipts in FY 2026 was led by the three major tax
sources — the personal income tax (PIT), the sales and use tax (SUT), and the commercial
activity tax (CAT) — which exceeded their YTD estimates by a combined $1.77 billion. Other
notable tax sources that were also above their respective YTD estimates were the domestic
insurance tax, the public utility tax, the financial institutions tax (FIT), the cigarette tax, the
natural gas consumption tax, and the alcoholic beverage tax. However, YTD receipts from the
foreign insurance tax, the adult-use cannabis tax, the liquor gallonage tax, and the petroleum
activity tax were below YTD estimates by a total of $67.7 million.

In the final month of FY 2026, total GRF tax receipts were $306.5 million (11.3%) above
estimate. Revenues exceeded the month’s estimates from the PIT by $204.7 million (21.0%),
the SUT by $77.0 million (6.0%), the domestic insurance tax by $58.3 million (20.7%), FIT by
$14.2 million (62.0%), and several other tax sources by smaller amounts. However, the foreign
insurance tax, the CAT, the cigarette tax, liquor gallonage, and adult-use cannabis tax recorded
a combined deficit of $54.5 million. Nontax revenue was below estimate by $11.6 million
(10.4%), due to weaker earnings on investments and lower collections from licenses and fees.
Transfers in were $327.4 million below estimate and federal grants were above their estimates
by $713.4 million. Total GRF sources for June were $4.25 billion, $680.9 million (19.1%) above
estimate.

FY 2026 total GRF sources were $1.87 billion (4.2%) higher than total GRF sources in
FY 2025. GRF tax receipts were $1.65 billion (5.7%) above receipts in the prior year. Annual

! This report compares actual monthly and YTD 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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revenue from the SUT increased by $758.2 million (5.4%). Receipts from the PIT were nearly
$672.0 million (6.4%) more than in FY 2025, despite a recent policy change that decreased
income tax rates from their prior year level. FY 2026 revenue from the CAT was also higher than
the collections in the same period of FY 2025, by $88.2 million (3.9%). Other tax sources that
exceeded prior year collections were the domestic insurance tax, the kilowatt-hour excise tax,
the FIT, and the public utility excise tax. In FY 2026, nontax revenue was $6.7 million higher
than nontax revenue in FY 2025. Revenue from federal grants was lower than receipts in the
same period of FY 2025, by $134.8 million. However, YTD transfers in were higher by
$348.5 million.

Sales and Use Tax

In June, GRF receipts from the SUT were nearly $1.36 billion, above the monthly
estimate by $77.0 million (6.0%) and $101.1 million (8.1%) more than receipts in June of last
year. At the end of FY 2026, SUT receipts were $14.78 billion, $471.7 million (3.3%) above
estimate and $758.2 million (5.4%) above receipts 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 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 June 2025. The data are shown using a
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three-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

In June, nonauto sales and use tax GRF receipts were $1.17 billion, $48.5 million (4.3%)
above OBM estimate and $82.5 million (7.6%) above revenue in June of last year. At the end of
FY 2026, receipts were $12.73 billion, $392.2 million (3.2%) above estimate and $693.3 million
(5.8%) more than receipts in FY 2025.

As seen in Chart 1, nonauto sales tax receipts grew 8.3% for the month, which curtailed
the latest upward trend beginning in March. The months of January and February are
traditionally months in which retail spending is modest, especially as compared to the spring
months. Earlier 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 customary 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

In June, receipts from the auto component of the SUT were $183.5 million, $28.6 million
(18.4%) above estimate and $18.3 million (11.1%) higher than receipts in June of last year. At
the end of FY 2026, the auto tax receipts were $2.05 billion, $79.5 million (4.0%) above the YTD
estimate and $64.9 million (3.3%) above receipts 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 June 2025. Auto sales and use tax receipts are volatile
from one month to the next, and subject to pronounced seasonal swings. Beginning in spring
2025, 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 before spiking in the fall ahead of an expiring federal tax
credit used for purchasing select vehicles. As FY 2026 neared its conclusion, the year-over-year
comparison shown in Chart 1 is more indicative of the surge in FY 2025 purchases than any
significant weakness in the final quarter of FY 2026.

The increase in the Ohio auto tax base relative to FY 2025 was due to an increase of
1.7% in the number of passenger vehicles and trucks sold, according to data provided by the
Ohio Bureau of Motor Vehicles (BMV) shown below. Unit purchases of both new and used

2 A three-month moving average means, for example, that the most recent data point shown is the
percentage growth from revenue received during April 2025 through June 2025 to revenue received
during April 2026 through June 2026.
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motor vehicles increased. Spending for both new and used motor vehicles also rose strongly,
2.8% for new vehicles and 5.1% for used vehicles, as compared with the previous year. Average
prices also grew, exceeding $50,000 for new vehicles and nearly $14,000 for used vehicles,
according to BMV data. In addition, based on nationwide data, in June total light vehicle sales,
not seasonally adjusted, were 6.9% lower than in May but 7.2% higher than in June of last year.

New and Used Vehicles Titled

FY 2026 Number of Titles | S?:‘::::i';gn ; A"erag:riz :“hase
New Vehicles 369,210 $18,708 $50,671
Used Vehicles 1,535,577 $21,450 513,969
Total 1,904,787 $40,158 $21,083
New Vehicles -0.3% 2.8% 3.2%
Used Vehicles 2.3% 5.1% 2.7%
Total 1.7% 4.0% 2.2%

Personal Income Tax

In June, GRF revenue from the PIT was $1.18 billion, $204.7 million (21.0%) above
estimate and $81.1 million (7.4%) higher than revenue in June of last year. PIT performed
strongly in each month of FY 2026. At the end of FY 2026, PIT revenue was $11.13 billion,
$1.11 billion (11.1%) above estimate and nearly $672 million (6.4%) higher than revenue 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 $839.5 million
(6.1%) above estimate, and $705.5 million (5.1%) above revenues in the previous year.

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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Withholding, the largest category, was $29.4 million (0.3%) above estimate, and $424.2 million
(3.9%) above the year-earlier level, reflecting continued employment and wage growth.
Withholding rates were reduced on October 1, as the Tax Commissioner prescribed lower
employer withholding tables first applicable to October paychecks. Quarterly estimated
payments submitted by individuals and PTEs exceeded both their YTD estimate and the prior
year levels. Refunds were $8.1 million (0.3%) lower than in the year-earlier period and LGF
distributions were higher by $41.6 million (7.9%).

YTD Personal Income Tax Revenue Variance and Annual Change by Component

Category Amount Percent Amount Percent
(S in millions) (%) (S in millions) (%)
Withholding $29.4 0.3% $424.2 3.9%
PTE Annual Returns $220.2 59.4% $153.3 35.1%
PTE Estimated Payments $52.9 7.3% $10.9 1.4%
IT-1040 Estimated Payments $209.4 38.8% $74.1 11.0%
Annual Return Payments $294.6 38.8% $17.9 1.7%
Trust Payments $42.6 56.1% $24.0 25.4%
Miscellaneous Payments -$9.5 -9.8% S1.1 1.2%
Gross Collections $839.5 6.1% $705.5 5.1%
Less Refunds -$300.1 -9.4% -58.1 -0.3%
Less LGF Distribution $26.4 4.9% $41.6 7.9%
GRF PIT Revenue $1,113.3 11.1% $672.0 6.4%

Commercial Activity Tax

In June, there was no GRF revenue received from CAT, as refunds exceeded tax receipts.
The monthly estimate was just $7.9 million, which was similar to the revenue amount received
in June of the prior year, $7.7 million. Quarterly CAT payments are due in August, November,
February, and May. At the end of FY 2026, GRF receipts from CAT were $2.33 billion,
$180.3 million (8.4%) above estimate and $88.2 million (3.9%) higher than receipts 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 taxable year.

At the end of FY 2026, gross collections prior to refunds totaled $2.51 billion, an
increase of $98.8 million (4.1%) relative to gross collections in FY 2025. YTD refunds were
$166.9 million, $10.0 million (6.4%) higher than in FY 2025. The modest increase in refunds
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reduced GRF revenue growth in FY 2026, but it was not enough to offset the increase in gross
collections, indicating organic growth in taxable gross receipts.

Cigarette and Other Tobacco Products Tax

In June, revenue from the cigarette and other tobacco products (OTP) tax was
$90.7 million, $3.8 million (4.0%) below estimate, and $4.9 million (5.2%) lower than revenue in
June of last year. YTD through June was $699.8 million, $11.5 million (1.7%) above estimate, but
$12.2 million (1.7%) lower than revenue in FY 2025.

The YTD total revenue included $577.4 million from cigarette sales and $122.3 million
from OTP. OTP sales increased by $6.3 million (5.4%) while receipts from cigarette sales
decreased by $18.5 million (3.1%). 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 7.0% 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).

Utility-Related Taxes

Utility-related taxes include the public utility tax, the natural gas distribution or MCF tax,
and the kilowatt-hour tax. Receipts from these taxes are credited to the GRF. However, half the
share of GRF total tax revenue appropriated to the PLF is debited against the kilowatt-hour tax
for accounting purposes (the other half is debited against the nonauto sales and use tax).
Changes in consumption and prices are generally the main determinants of revenue from
utility-related taxes. The public utility tax is imposed on the gross intrastate receipts of some
utilities. Companies subject to the tax pay 4.75% of gross receipts, except for pipeline
companies which pay 6.75%. Revenues from this tax totaled $200.4 million in FY 2026,
$30.4 million (17.9%) more than the estimate and $20.3 million (11.3%) above FY 2025 revenue.
Taxes paid by natural gas companies account for most tax receipts from the public utility tax
and were 99.6% of the total in FY 2026. Other classes of utilities that pay this tax include
pipelines, waterworks, and water transportation. Companies that pay the public utility tax do
not pay the CAT.

The MCF tax is levied based on the quantity of natural gas distributed to end users in
Ohio. Receipts from this tax were $71.5 million in FY 2026, $9.2 million (14.8%) above the
estimate and $2.8 million (4.1%) above receipts in the previous year. The annual change in tax
receipts generally reflects the weather, as colder winters increase demand for heating fuel.

The kilowatt-hour tax is levied on electric distribution companies with end users in Ohio.
The tax rate depends on the volume of electricity used by the customer. FY 2026 GRF receipts
from the kilowatt-hour tax were $336.3 million, $2.2 million (0.6%) above estimate and
$34.9 million (11.6%) above receipts in FY 2025. Total FY 2026 kilowatt-hour tax collections
(revenues on an all funds basis), net of refunds, were $581.3 million, $26.3 million (4.7%) higher
than total collections in FY 2025. Kilowatt-hour tax revenue has risen in recent years as
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electricity consumption by the commercial sector in Ohio outpaced other sectors in recent
years, according to retail sales of electricity quarterly data, by sector in Ohio, published by the
U.S. Energy Information Administration (EIA). Data centers are usually classified within the
commercial sector by reporting entities.

Foreign and Domestic Insurance Taxes

Insurance taxes are levied on premiums collected by insurance companies. GRF foreign
insurance tax receipts (paid by insurance companies whose headquarters are located outside of
Ohio) were $390.2 million in FY 2026, $61.8 million (13.7%) below estimate and $41.2 million
(9.6%) below receipts in FY 2025. The negative variance in FY 2026 may likely be due to larger
tax credit claims in this fiscal year. GRF domestic insurance tax receipts (paid by insurance
companies whose headquarters are in Ohio) were $394.5 million in FY 2026, $44.0 million
(12.6%) above estimate and $40.7 million (11.5%) above receipts in FY 2025. Net revenue from
this tax was also influenced by tax credits.

Financial Institutions Tax

I”

FIT is levied on the “total Ohio equity capital” of financial institutions, which includes a
firm’s common stock, perpetual preferred stock, surplus, retained earnings, treasury stock, and
unearned employee stock ownership plan shares. In FY 2026, GRF receipts from the FIT of
$228.4 million were $16.5 million (7.8%) above estimate and above receipts in FY 2025 by
$27.8 million (13.9%). Gross collections from the tax were 11.0% higher compared to FY 2025,
but increases in credit claims restrained FY 2026 GRF revenue growth to 7.8%.

Alcoholic Beverage and Liquor Gallonage Taxes

The alcoholic beverage tax applies to sales of beer, malt beverages, wine, and mixed
alcoholic beverages. All beverages brewed or fermented from malt products containing at least
0.5% alcohol by volume are included in the tax base. The tax is levied on a per-container rate
depending on the type of beverage sold and tax rates vary greatly. FY 2026 GRF revenue from
the alcoholic beverage tax was $68.4 million, an amount $7.5 million (12.2%) above estimate
for the year and $8.4 million (13.9%) greater than in FY 2025. In FY 2026, revenue from the beer
and malt beverages category was $36.3 million, an increase of $415,000 (1.2%) from FY 2025
receipts. During the same time period, revenue from the wine and mixed beverages category
was $24.1 million, an increase of nearly $8.0 million (33.0%) from FY 2025 revenue. However, a
portion of revenue from the excise tax on wine, including sparkling wine and vermouth is
deposited in the Ohio Grape Industries Fund.

The liquor gallonage tax is levied at the rate of $3.38 per gallon of spirituous liquor. This
is the equivalent of $0.67 per standard 750 milliliter bottle. Revenue from this tax is deposited
into the GRF. GRF revenue from the liquor gallonage tax was $52.5 million in FY 2026,
$2.3 million (4.2%) below estimate. Revenue was also $1.9 million (3.6%) below revenue in
FY 2025.

The vyear-over-year change in tax receipts aligns with national trends among
consumption. Namely, alcohol seltzers and the spirit-based ready-to-drink beverages are
gaining market share at the expense of other product offerings.
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Earnings on Investments

GRF revenue from investment earnings was $429.7 million during FY 2026, an amount
$18.3 million (4.5%) above estimated revenue. Earnings on investments for the most recent
fiscal year were $31.1 million (7.8%) greater than in FY 2025. Higher than anticipated state
revenue collections and higher than anticipated average yields contributed to the increase over
both the estimate and FY 2025 revenue.
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Table 3: General Revenue Fund Uses
Actual vs. Estimate
Month of June 2026
(S in thousands)
(Actual based on OAKS reports run July 1, 2026)

Program Category Actual Estimate* Variance Percent
Primary and Secondary Education $505,817 $529,543 -$23,726 -4.5%
Higher Education $200,940 $201,117 -§177 -0.1%
Other Education $3,799 $4,101 -$302 -7.4%

Total Education $710,555 $734,761 -$24,205 -3.3%
Medicaid $1,452,345 $669,618 $782,728 116.9%
Health and Human Services $112,789 $138,874 -$26,084 -18.8%

Total Health and Human Services $1,565,135 $808,491 $756,644 93.6%
Justice and Public Protection $286,531 $244,674  $41,857 17.1%
General Government $49,445 $50,836  -$1,391 -2.7%

Total Government Operations $335,976 $295,510 $40,466 13.7%
Property Tax Reimbursements $183,978 $49,260 $134,718 273.5%
Debt Service $76,737 $81,082 -$4,345 -5.4%

Total Other Expenditures $260,715 $130,342 $130,373 100.0%
Total Program Expenditures $2,872,381 51,969,104 $903,278 45.9%
Transfers Out $5,947 $3,250 $2,697 83.0%
Total GRF Uses $2,878,329 $1,972,354 $905,975 45.9%

*September 2025 estimates of the Office of Budget and Management.
Detail may not sum to total due to rounding.
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Actual vs. Estimate

FY 2026 as of June 30, 2026

(S in thousands)

Table 4: General Revenue Fund Uses

(Actual based on OAKS reports run July 1, 2026)

Program Category Actual Estimate* Variance Percent FY 2025** Percent
Primary and Secondary Education $9,931,765  $9,970,645 -$38,881 -0.4% 59,856,152 0.8%
Higher Education $2,749,743 $2,783,180 -$33,436 -1.2% $2,708,571 1.5%
Other Education $110,502 $121,357 -$10,855 -8.9% $103,891 6.4%
Total Education $12,792,010 $12,875,182 -$83,172 -0.6% $12,668,615 1.0%
Medicaid $21,788,510 $22,239,284 -$450,774 -2.0% $21,917,763 -0.6%
Health and Human Services $2,104,343  $2,247,094 -$142,751  -6.4%  $1,962,410 7.2%
Total Health and Human Services $23,892,853 $24,486,377 -$593,524 -2.4% $23,880,173 0.1%
Justice and Public Protection $3,298,029 $3,335,022 -$36,993 -1.1% $3,128,260 5.4%
General Government $601,404 $691,798 -$90,394 -13.1% $644,430 -6.7%
Total Government Operations $3,899,433 $4,026,820 -$127,387 -3.2%  $3,772,691 3.4%
Property Tax Reimbursements $2,061,251  $2,029,930 $31,322 1.5%  $1,956,932 5.3%
Debt Service $1,098,732 $1,104,044 -$5,311 -0.5% $1,288,447 -14.7%
Total Other Expenditures $3,159,983 $3,133,973 $26,010 0.8%  $3,245,379 -2.6%
Total Program Expenditures $43,744,280 $44,522,353 -$778,073 -1.7% $43,566,857 0.4%
Transfers Out $959,353 $953,383 $5,970 0.6% $757,305 26.7%
Total GRF Uses $44,703,632 $45,475,735 -$772,103 -1.7% $44,324,162 0.9%
*September 2025 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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Table 5: Medicaid Expenditures by Department

Actual vs. Estimate
($ in thousands)

(Actuals based on OAKS report run on July 1, 2026)

Month of June 2026 Year to Date through June 2026
Department Actual Estimate* Variance Percent Actual Estimate* Variance Percent

Medicaid

GRF $1,362,964 $577,657 $785,307 135.9% | $20,529,615 $20,988,871 -$459,256 -2.2%

Non-GRF $2,004,024 $2,349,166 -$345,143 -14.7% | $19,416,749 $22,410,730 -$2,993,982 -13.4%

All Funds $3,366,988 $2,926,824  $440,164 15.0% | $39,946,364 $43,399,602 -$3,453,238 -8.0%
Developmental Disabilities

GRF $82,374 $83,874 -$1,500 -1.8% $1,135,909  $1,135,290 $618 0.1%

Non-GRF $335,479 $337,754 -$2,275 -0.7% $4,157,570  $4,310,832 -$153,262 -3.6%

All Funds $417,853 $421,628 -$3,775 -0.9% $5,293,478  $5,446,122 -$152,644 -2.8%
Job and Family Services

GRF $6,100 $7,167 -$1,067 -14.9% $112,109 $103,352 $8,757 8.5%

Non-GRF $12,419 $18,017 -$5,598  -31.1% $197,520 $218,629 -$21,109 -9.7%

All Funds $18,520 $25,185 -$6,665  -26.5% $309,629 $321,981 -$12,352 -3.8%
Other

GRF $907 $919 -$12 -1.4% $10,877 $11,770 -$893 -7.6%

Non-GRF $2,799 $2,933 -$134 -4.6% $52,435 $53,899 -$1,464 -2.7%

All Funds $3,706 $3,852 -$146 -3.8% $63,312 $65,670 -$2,357 -3.6%
All Department Total:

GRF $1,452,345 $669,618 $782,728 116.9% | $21,788,510 $22,239,284 -$450,774 -2.0%
Non-GRF $2,354,721 $2,707,870 -$353,149 -13.0% | $23,824,273 $26,994,091 -$3,169,817 -11.7%
AU Funds $3,807,066 $3,377,488 $429,578 12.7% | $45,612,783 $49,233,374 -$3,620,591 -7.4%

*September 2025 estimates from the Department of Medicaid
Detail may not sum to total due to rounding.
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Table 6: All Funds Medicaid Expenditures by Payment Category

Actual vs. Estimate
($ in thousands)

(Actuals based on OAKS report run on July 1, 2026)

Month of June 2026 Year to Date through June 2026
Payment Category Actual Estimate* Variance Percent Actual Estimate* Variance Percent
Managed Care $2,645,851 $2,255,190 $390,660 17.3% | $30,233,344 $34,678,559 -$4,445,215 -12.8%
CFCt $545,116 $567,265 -$22,150 -3.9% | $6,343,385  $6,711,119 -$367,734 -5.5%
Group VIl $386,088 $483,413 -$97,325 -20.1% | $5,434,989  $5,745,268 -$310,279 -5.4%
ABDt $151,807 $186,932 -$35,125 -18.8% | $2,085,394  $2,196,929 -$111,535 -5.1%
ABD Kids $72,171 $68,870 $3,301 4.8% $845,083 $817,238 $27,844 3.4%
MyCare $527,443 $358,818 $168,625 47.0% | $4,412,223  $4,244,103 $168,120 4.0%
OhioRISE $98,973 $102,550 -$3,577 -3.5% | $1,121,600 $1,153,782 -$32,183 -2.8%
SPBM $431,003 $487,342 -$56,339 -11.6% | $5,833,461 $6,042,987 -$209,526 -3.5%
Pay for 0
Performance $431,250 $0 $431,250 $431,250 $583,000 $151,750 -26.0%
HAPY $0 $0 $0 - $3,102,480 $4,969,000 -$1,866,521 -37.6%
SDPt $2,000 $0 $2,000 - $623,481  $2,215,134 -$1,591,653 -71.9%
Fee-For-Service $906,696 $1,005,713 -$99,018 -9.8% | $12,521,421 $13,016,894 -$495,473 -3.8%
ODM Services $504,947 $591,013 -$86,067 -14.6% | $6,527,045 $6,823,297 -$296,253 -4.3%
DDD Services $401,749 $414,700 -$12,951 -3.1% | $5,160,529  $5,304,497 -$143,967 -2.7%
Hospital - HCAPT $0 $0 $0 - $833,847 $889,100 -$55,253 -6.2%
Premium Assistance $152,621 $146,646 $5,975 41% | $1,722,369 $1,702,731 $19,638 1.2%
Medicare Buy-In $93,000 $86,857 $6,143 7.1% | $1,029,807 $1,006,168 $23,639 2.3%
Medicare PartD $59,620 $59,788 -$168 -0.3% $692,562 $696,563 -$4,001 -0.6%
Administration $101,900 $88,861 $13,039 14.7% | $1,135,649 $1,143,329 -$7,680 -0.7%
Total (ODM Estimates) $3,807,066 $3,496,410 $310,656 8.9% | $45,612,783 $50,541,514 -$4,928,730 -9.8%
Total (Cl.m?nt $3,807,066 $3,377,488 $429,578 12.7% | $45,612,783 $49,233,374 -$3,620,591 -7.4%
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
t 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

FY 2026 GRF program expenditures totaled $43.74 billion. These expenditures were
$778.1 million (1.7%) below OBM'’s estimate. GRF uses also include transfers out, which totaled
$959.4 million and were $6.0 million (0.6%) above the yearly estimate. Total GRF uses for the
year were $44.70 billion, $772.1 billion (1.7%) below estimate.

Program expenditures had a positive June variance of $903.3 million (45.9%), and this
outcome was driven by Medicaid ($782.7 million, 116.9%), Property Tax Reimbursements
(5134.7 million, 273.5%), and Justice and Public Protection ($41.9 million, 17.1%). Other
categories showed negative monthly variances, including Health and Human Services
(526.1 million, 18.8%), and Primary and Secondary Education ($23.7 million, 4.5%). All
remaining categories totaled less than $6.3 million.

For FY 2026 program expenditures, most program categories were under their OBM
estimate, except for Property Tax Reimbursements ($31.3 million, 1.5%). The negative yearly
variance in program expenditure was mainly driven by Medicaid ($450.8 million, 2.0%), Health
and Human Services (5142.8 million, 6.4%), General Government ($90.4 million, 13.1%). Other
categories with negative yearly variances were Primary and Secondary Education ($38.9 million,
0.4%), Justice and Public Protection ($37.0 million, 1.1%), Higher Education ($33.4 million,
1.2%), Other Education ($10.9 million, 8.9%), and Debt Service ($5.3 million, 0.5%). Medicaid’s
GRF and non-GRF variances and GRF variances in a few other categories are discussed below.

State agencies encumbered $949.0 million in GRF appropriations for expenditures in
FY 2027. The “Encumbrances” section of this report provides additional information on
FY 2026 year-end encumbrances.

Medicaid

Medicaid is a joint federal-state program. It is mainly funded by the GRF but is also
supported by several non-GRF funds. As previously noted, GRF Medicaid expenditures were
above their monthly estimate in June by $782.7 million (116.9%) yet below their yearly
estimate by $450.8 million (2.0%). The positive variance in GRF spending in June was largely
due to a timing issue with Managed Care Pay for Performance payments that were planned for
May but expended in June. There was also likely a shift in planned spending from non-GRF
funds to the GRF. Non-GRF Medicaid expenditures were below their monthly estimate by
$353.1 million (13.0%) and below their yearly estimate by $3.17 billion (11.7%). Including both
the GRF and non-GRF, all funds Medicaid expenditures were $429.6 million (12.7%) above

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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estimate in June but $3.62 billion (7.4%) below estimate for the fiscal year. The negative yearly
variance is mainly related to unmade Hospital Assistance Payments (HAP) ($1.87 billion) and
State-Directed Payments (SDP) spending ($1.59 billion). HAP and SDP spending is delayed and
awaiting approval from the U.S. Centers for Medicare and Medicaid Services (CMS). Altogether,
these delayed payments accounted for over $3.55 billion of unspent planned expenditures
during FY 2026.

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 positive variance in June of
$440.2 million (15.0%), and a FY 2026 all-funds negative variance of $3.45 billion (8.0%). Again,
these figures are heavily influenced by the timing of hospital and performance withholding
payments. DODD had a June all-funds negative variance of $3.8 million (0.9%) and a FY 2026
all-funds negative variance of $152.6 million (2.8%). 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. Yearly
expenditures were below their estimates for three major payment categories (Managed Care,
Fee-For-Service (FFS), and Administration), while slightly above estimate for Premium
Assistance. Managed Care was $4.45 billion (12.8%) below estimate, with the majority of this
variance coming from the timing of HAP and SDP spending. All other Managed Care
subcategories had a yearly variance between -5.5% and 4.0%. As throughout the fiscal year, the
negative variances in the service subcategories were attributed mostly to below forecasted
caseload numbers. The FFS negative variance of $495.5 million (3.8%) came from below
estimate spending in every subcategory. The other category with a negative variance was
Administration, which was $7.7 million (0.7%) below estimate. The positive variance in
Premium Assistance was $19.6 million (1.2%) above estimate.

The payment category table 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.

Medicaid caseload declined in May by 0.94% (26,698) to 2.82 million individuals, the
37t consecutive month of negative caseload growth. Forecasts for FY 2026 had caseload
increasing after September, but the rate of decline has actually increased over this period. In
fact, the last seven months have had decreases in excess of 10,000 individuals. Since peaking in
April 2023 at 3.59 million, Medicaid has shed approximately 21.4% of its caseload. The decline
in the Covered Families and Children (CFC) group (23.4%) and the Expansion (Group VIII) group
(30.5%) caseload has outpaced this overall decline.
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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. The
negative yearly variance of this category increased by $26.1 million in June to reach
$142.8 million (6.4%). Among various state agencies under this category, DCY was the largest
contributor to the negative monthly and yearly variance. DCY’s June expenditure was
$15.8 million below its estimate, increasing the yearly negative variance to $97.6 million. DCY
accounted for 68.4% of the program category’s negative FY 2026 variance.

Most of the ALls in DCY’s budget were below their FY 2026 estimate. Expenditures from
ALl 830506, Family and Children Services, ALl 830403, Help Me Grow, and ALI 830416, Adoption
Grant Program, were under their FY 2026 estimate by $31.9 million, $14.6 million, and
$12.1 million, respectively. ALI 830506 funds a number of programs, including the State Child
Protection Allocation, which partially reimburses costs incurred by county public children
services agencies in performing their duties; foster parent stipends and training
reimbursements; Feisal Case Review recommendations; and the Kinship Guardianship
Assistance Program. ALl 830403 supports the Help Me Grow Program, which is a voluntary
family support program offered to pregnant women or new parents. ALI 830416 is used to
administer grants to adoptive parents through the Adoption Grant Program. Encumbrances
from these AlLls totaled $71.2 million at the end of FY 2026.

General Government

This program category includes all GRF spending for general government programs,
excluding debt service. June expenditures were $1.4 million (2.7%) below OBM’s monthly
estimate, increasing the category’s negative yearly variance to $90.4 million (13.1%). The Ohio
Department of Transportation (ODOT) accounts for $39.3 million of the FY 2026 shortfall,
followed by the Department of Development (DEV) at $19.2 million.

The most significant ODOT line item that contributed to the category’s negative yearly
variance was ALl 775471, State Road Improvements, which was $37.8 million below estimate.
This line item provides supplemental funding for road improvement projects in conjunction
with a Highway Operating Fund appropriation. The encumbrance from this ALl was
$41.5 million at the end of FY 2026, which was rooted in appropriation from FY 2023. The
amount will be available in FY 2027 for delayed projects.

The largest contributor to DEV’s FY 2026 shortfall was ALI 1954A7, Residential Economic
Development District Program, which was $8.5 million below its estimate. This line item
supports a grant program for counties, townships, and municipal corporations located within
20 miles of a major economic development project that adopts pro-housing policies and
approves a workforce housing project with a minimum of 100 units.

Primary and Secondary Education

This program category contains all GRF spending by DEW, except for property tax
reimbursement and Medicaid spending. This category had a negative monthly variance of
$23.7 million (4.5%) in June, increasing its negative yearly variance to $38.9 million (0.4%).
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The negative yearly variance was primarily driven by ALl 200502, Pupil Transportation,
which was $28.5 million below estimate. This line item supports public school operating costs
for transporting public and nonpublic school students to and from school.

Justice and Public Protection

This program category includes all GRF spending for justice and public protection
programs, except for debt service. The Ohio Department of Rehabilitation and Correction (DRC)
accounted for 71.1% of expenditures in this category for FY 2026.

The negative FY 2026 variance in this category was $37.0 million (1.1%). This was
primarily due to the DRC and the Judiciary/Supreme Court (JSC), which had negative yearly
variances of $17.9 million and $7.7 million. DRC’s yearly variance was primarily due to
lower-than-expected spending in ALl 501321, Institutional Operations, which was $20.7 million
below its yearly estimate. By the end of June, $117.9 million of FY 2026 appropriations were
encumbered for spending in FY 2027.

JSC’s yearly variance was due mainly to lower than anticipated spending in ALI 005321,
Operating Expenses — Judiciary/Supreme Court, which was $8.2 million below the FY 2026
estimate. Only $2.5 million from ALI 005321 was encumbered at the end of FY 2026.

Higher Education

The Higher Education program category includes all GRF expenditures by the Ohio
Department of Higher Education (ODHE), excluding debt service. The FY 2026 variance was
$33.4 million (1.2%) below OBM’s estimate.

The largest contributor to the yearly variance is ALl 235438, Choose Ohio First
Scholarship, which was $11.3 million below its estimate. This ALl provides scholarships to Ohio
residents studying in the fields of science, technology, engineering, mathematics, and medicine
(STEM) and STEM education at selected Ohio public and private institutions of higher
education. The encumbrance from this ALl was $71.5 million at the end of FY 2026, which
reflects amounts accumulated each year beginning with the FY 2024 appropriation.

Property Tax Reimbursements

This category of GRF expenditures reimburses school districts and other local
governments for their property tax losses due to property tax rollbacks and the homestead
exemption. Reimbursements are made twice a year as counties request them. Since payments
are made at the request of the counties, this category often has variances at the beginning of a
cycle that are offset as the cycle draws to a close. Nevertheless, this category had a positive
variance of $134.7 million (273.5%) in June to reach a positive variance of $31.3 million (1.5%)
for FY 2026.

Property taxes have increased more rapidly than usual in recent years. To cover the
resulting increase in reimbursement payments to school districts and local governments, the
appropriations for these reimbursements were increased by $33.5 million in FY 2026. The main
operating budget appropriates additional amounts necessary to fulfill these GRF obligations.

Encumbrances

As of June 30, 2026, state agencies encumbered a total of $949.0 million in GRF
appropriations for expenditure in FY 2027. An agency generally has five months to spend
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prior-year encumbrances for operating expenses, after which time they lapse. An agency may
encumber appropriations for purposes other than operating expenses beyond the five-month
period if approval is obtained from the OBM Director. Encumbrances for some grant and aid
payments are encumbered for several months or sometimes years.

The table below summarizes the encumbrances by the fiscal year of the original
appropriation. As seen from the table, the majority of the encumbrances were originally
appropriated in FY 2026. However, small encumbrances remain from as early as FY 2016.

FY 2026 Year-End Encumbrances by Fiscal Year for Which Appropriations Were Originally Made

Amount ($ in thousands) Percentage of Total

2016-2022 $1,495 0.2%
2023 $46,453 4.9%
2024 $40,594 4.3%
2025 $110,117 11.6%
2026 $750,377 79.1%
Total $949,036 100.0%

The encumbrance amounts vary from agency to agency. As shown in the next table,
19.5% of the total was encumbered by one agency, DCY, which had an encumbrance of
$184.8 million at the end of the fiscal year. DRC is second with an encumbrance of
$117.9 million (12.4%); DEV is third with an encumbrance of $108.1 million (11.4%); and ODOT
is fourth with an encumbrance of $99.4 million (10.5%). The next five agencies with the largest
encumbrances are ODHE at $97.2 million (10.2%), DEW at $91.7 million (9.7%), ODJFS at
$72.7 million (7.7%), ODM at $39.5 million (4.2%), and the Department of Public Safety at
$38.2 million (4.0%). Thirty-seven other agencies encumbered the remaining $99.6 million
(10.5%).

FY 2026 Year-End Encumbrances by Agency

Amount ($ in thousands) Percentage of Total
Children and Youth $184,834 19.5%
Rehabilitation and Correction $117,853 12.4%
Development $108,094 11.4%
Transportation $99,394 10.5%
Higher Education $97,240 10.2%
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FY 2026 Year-End Encumbrances by Agency

Agency Amount ($ in thousands) Percentage of Total
Education and Workforce $91,655 9.7%
Job and Family Services $72,671 7.7%
Medicaid $39,526 4.2%
Public Safety $38,179 4.0%
Other $99,590 10.5%
Total $949,036 100.0%

Department of Children and Youth

DCY encumbered $184.8 million for expenditure in FY 2027, of which $78.4 million
(42.4%) occurred in ALI 830407, Early Childhood Education, and another $53.2 million (28.8%)
in ALI 830506, Family and Children Services. Item 830407 funds early childhood education (ECE)
programs at school districts, educational service centers, community schools, chartered
nonpublic schools, and certain licensed child care centers. Item 830506 issues the state child
protective allocation to meet expenses of the children services program, including costs for the
care of a child who resides with a caretaker relative and other services a public children services
agency considers necessary to protect children from abuse, neglect, or dependency.

Department of Rehabilitation and Correction

DRC encumbered $117.9 million for expenditure in FY 2027, of which $93.6 million
(79.4%) occurred in ALI 501321, Institutional Operations, and another $15.6 million (13.3%) in
ALI 505321, Institution Medical Services. Funds encumbered in ALl 501321 will be used to
support the operation of the Department’s correctional institutions, including payroll and other
costs associated with security, unit management, facility administration and maintenance, and
support services. Funds encumbered in ALI 505321 will be used to pay various outstanding bills
for providing medical services to inmates.

Department of Development

DEV encumbered $108.1 million for expenditure in FY 2027. Of that amount,
$56.0 million (51.8%) was in ALl 195556, TechCred Program. ALl 195556 is used to offer
financial assistance for students and workers to enroll in short-term training courses or
programs in specific industries, or to pursue in-demand jobs. ALI 195455, Appalachia
Assistance, had the second largest encumbrance at $12.5 million (11.6%). This ALl is used to pay
for administrative costs of the Governor’s Office of Appalachia, provide financial assistance to
projects in Ohio’s Appalachian counties, pay dues for the Appalachian Regional Commission,
and match federal Appalachian development funding.
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Ohio Department of Transportation

ODOT encumbered $99.4 million for expenditure in FY 2027. The largest encumbrance
was $41.5 million for ALI 775471, State Road Improvements. This ALl provides supplemental
funding for road improvement projects. In addition, ALl 775470, Public Transportation — State,
which is used primarily for competitive grants for public transit systems across the state, had an
encumbrance of $25.9 million. The third largest encumbrance was $23.9 million in ALI 777471,
Airport Improvements — State, to provide grants to public airports in Ohio for pavement
maintenance and obstruction removal.

Ohio Department of Higher Education

ODHE encumbered $97.2 million for expenditure in FY 2027. The majority of the
amount, $71.5 million (73.5%), was encumbered in ALI 235438, Choose Ohio First Scholarship,
which provides scholarships to Ohio residents studying in the fields of science, technology,
engineering, mathematics, and medicine. The next largest encumbrances were also scholarship
or grant programs. ALl 235425, Ohio Work Ready Grant, accounted for $6.2 million (6.4%), and
ALI 235530, Governor’s Merit Scholarship, accounted for $5.7 million (5.8%).

Ohio Department of Education and Workforce

DEW encumbered $91.7 million for expenditure in FY 2027. Two ALls with significant
encumbrances were: (1) ALI 200550, Foundation Funding — All Students, at $47.2 million, and
(2) ALI 200437, Student Assessment, at $16.5 million. These two ALls account for $63.6 million
(69.4%) of DEW’s total encumbrances. The remaining $28.0 million was encumbered in various
other Alls.

Funds encumbered in ALI 200550 will be used mainly to meet year-end school
foundation payment adjustments. Foundation payments are allocated to districts based on a
variety of data. Some of these data are not finalized until the following fiscal year. Funds are
generally encumbered each year in order to make adjusted payments based on this updated
data. Funds encumbered in ALl 200437 will be used to support state academic content
standards and assessments, model curricula, and the state school accountability system.

Ohio Department of Job and Family Services

ODJFS encumbered $72.7 million for expenditure in FY 2027. Encumbrances in three
ALls account for $53.2 million (73.2%) of the total. These ALls are: (1) ALI 600450, Program
Operations, at $36.1 million, (2) ALI 600521, Family Assistance — Local, at $9.3 million, and
(3) ALI 655522, Medicaid Program Support — Local, at $7.8 million.

Funds encumbered in ALI 600450 will be used for operating expenses and various
information technology projects. Funds encumbered in ALI 600521 will be used to fund the
state share of county administration expenditures for food assistance and disability assistance
programs. Funds encumbered in ALl 655522 will mainly be used to provide the remaining state
share of Medicaid subsidies for local administrative services of county departments of job and
family services.

Ohio Department of Medicaid

ODM encumbered a total of $39.5 million for expenditure in FY 2027, of which
$27.8 million was in ALI 651525, Medicaid Health Care Services, and $11.7 million in
ALl 651425, Medicaid Program Support — State. ALI 651525 is the primary GRF funding source
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for Ohio Medicaid. Funds encumbered in this ALl will be used for subsidy payments to Medicaid
providers. Funds encumbered in ALI 651425 will be used to pay ODM'’s outstanding operating
expenses for administering the Medicaid program in Ohio.

Department of Public Safety

DPS encumbered $38.2 million for expenditure in FY 2027. The majority of the total was
encumbered in two ALls, ALl 768425, Justice Program Services ($17.0 million) and ALl 763513,
Security Grants ($14.5 million) to distribute grants to local law enforcement agencies, nonprofit
organizations, houses of worship, chartered nonpublic schools, and licensed preschools for a
variety of safety and security initiatives.
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Issue Updates

FY 2026 Operating and Capital Expenditures Total $106.8 Billion

- Melaney Carter, Director

In FY 2026, the state of Ohio incurred a total of $106.80 billion in operating and capital
expenditures. As seen from the following table, $98.95 billion (92.7%) of total expenditures
were authorized in the main operating budget. The transportation and capital budgets
accounted for $5.66 billion (5.3%) and $1.81 billion (1.7%), respectively. The remaining
$383.5 million (0.4%) was authorized in the Bureau of Workers’ Compensation and Industrial
Commission budgets.

FY 2026 Operating and Capital Expenditures by Budget

Main Operating $98,953,497,636 92.7%
Transportation $5,656,421,225 5.3%
Capital $1,807,706,090 1.7%
Workers” Compensation $383,513,628 0.4%

Total $106,801,138,578 100.0%

The next table shows FY 2026 expenditures by the account category used in the state’s
accounting system. As seen from the table, Subsidies and Shared Revenue is the largest
spending area. In FY 2026, 87.4% ($38.22 billion) of total GRF expenditures were distributed as
subsidies. These include payments to Medicaid service providers, schools, colleges and
universities, local governments, and various other entities. Across all funds, this category’s
expenditures totaled $74.27 billion (69.5%).

Expenditures incurred under the Capital Item category — $5.41 billion (5.1%) across all
funds — supported the construction and maintenance of roads and bridges in the state as well
as the construction and renovation of public K-12 schools and colleges and universities. Capital
Iltem expenditures are mainly funded by bond proceeds. FY 2026 debt service payments totaled
$260.8 million (0.6%) for the GRF and $1.36 billion (1.3%) across all funds.

For FY 2026, state payroll costs (including both salaries and fringe benefits) amounted to
$6.66 billion (6.2%) across all funds, of which $3.01 billion was supported by the GRF. In
addition to Payroll, spending that is commonly referred to as the state government’s operating
expenses also includes expenditures incurred under the Purchased Personal Services, Supplies
and Maintenance, and Equipment categories. For FY 2026, the state government’s operating
expenses totaled $11.42 billion across all funds, of which $4.35 billion came from the GRF. In
percentage terms, these amounts represent 10.7% and 9.9% of the respective totals.
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FY 2026 Operating and Capital Expenditures by Account Category

Account Category GRF Only
500 - Payroll $3,007,869,178 6.9% $6,664,391,131 6.2%
510 — Purchased Personal Services $534,322,403 1.2% $1,977,079,730 1.9%
520 — Supplies and Maintenance $759,168,982 1.7% $2,527,385,511 2.4%
530 - Equipment $44,315,251 0.1% $249,987,286 0.2%
550 — Subsidies Shared Revenue $38,221,064,613 87.4% $74,274,367,508 69.5%
560 — Goods and Services for Resale SO 0.0% $126,413,604 0.1%
570 — Capital Items $48,213,623 0.1% $5,413,870,622 5.1%
590 — Judgments, Settlements and $9,753,425 0.0% $35,054,125 0.0%
Bonds
591 — Debt Service $260,821,387 0.6% $1,362,162,396 1.3%
595 — Transfers and Non-Expense $858,751,043 2.0% $14,170,426,664 13.3%
Total | $43,744,279,905 100.0% $106,801,138,578 100.0%

Missing Children Clearinghouse Report Shows Decrease in
Number of Children Reported Missing in 2025

— Jessica Murphy, Senior Budget Analyst

On May 18, 2026, the Attorney General's Office released the Ohio Missing Children
Clearinghouse Report (PDF) for 2025. According to the report, 15,367 children were reported
missing in 2025, compared to 16,404 in 2024. The 2025 total represents a decrease of 6.3%, or
1,037 children, from 2024. Of those reported missing in 2025, 97.8%, or 15,024 children, were
recovered safely by year's end. As shown in the table below, the majority of the children
reported missing in 2025 fall between the ages of 13 and 17 (91.0%, or 13,990 children).

The Ohio Missing Children Clearinghouse was established in 1993 and is operated by the
Bureau of Criminal Investigation’s Missing Persons Unit. The Clearinghouse acts as a central
repository for statistics received on missing persons in Ohio whose cases have been entered
into the National Crime Information Center (NCIC) database by law enforcement agencies.
These agencies have the option of noting the circumstances of the disappearance, if known.
About half of all missing person reports filed with NCIC contain this information. Some of these
circumstances include runaway, abduction by noncustodial parent, and abduction by stranger.
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Ohio’s Amber Alert system, launched in 2003, serves as a tool to help locate missing
persons. It serves as a voluntary partnership involving law enforcement agencies, broadcasters,
transportation agencies, and the wireless communications industry to activate an urgent
bulletin in child-abduction cases. According to the report, Ohio law enforcement issued four
Amber Alerts involving four children in 2025. Of those four children, all were recovered safely.
Additionally, 18 Endangered Missing Children Alerts were issued involving 18 children.
Seventeen were recovered safely and one was recovered deceased. This type of alert is
designed to seek assistance for a missing child when law enforcement cannot determine
whether the child was abducted but the disappearance otherwise meets Amber Alert criteria.

Ohio Missing Children Clearinghouse Statistics, CY 2021-CY 2025

CY 2021 CY 2022 CY 2023 CY 2024 CY 2025

Total Missing Children Reported 14,027 15,555 17,405 16,404 15,367
Females 7,521 8,224 9,571 8,758 8,061

Males 6,504 7,331 7,829 7,646 7,306

Sex unknown or unreported 2 -- 5 -- --
Age0Oto5 166 178 172 167 117

Age 6to 12 1,008 1,387 1,541 1,556 1,260

Age 13 to 17 12,853 13,990 15,692 14,681 13,990
Recovered 13,606 14,940 17,033 15,834 15,024
(97.0%) (96.0%) (97.9%) (96.5%) (97.8%)

Amber Alerts Issued 14 8 13 13 4

STEM Committee Designates New STEM Schools for the
2026-2027 School Year

— Patrick Campbell, Budget Analyst

In May 2026, DEW, STEM Committee designated four new schools as STEM schools for
the 2026-2027 school year. Two of these four schools, Crestview Elementary School in
Columbiana and Indian Hill Middle School in Indian Hill, received a STEM school designation,
while the other two, Noble Academy, a community school in Columbus, and St. Benedict
Catholic School in Garfield Heights, received a STEM school equivalent designation. A STEM or
STEAM (science, technology, engineering, art, and mathematics) school designation is available
to a public school governed by either a traditional school board or an independent governing
board meeting certain requirements (see below). Similarly, a STEM or STEAM school equivalent
designation may be given to a school operated by a joint vocational school district, a school
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offering career-technical education (CTE) programs that is operated by a school district that
participates in a compact CTE provider, a community school, or a chartered nonpublic school.

Designated schools are invited into the Ohio STEM Learning Network (OSLN), a public-
private partnership managed by Battelle. OSLN supports designated schools and applicants
through seven regional hubs that provide training for educators and other resources in STEM
education and cultivate partnerships with stakeholder organizations in the area to improve
STEM programming. To receive a STEM designation, a school must exhibit both a working
partnership with public and private entities, including higher education and business
organizations, and show evidence that the school will offer a rigorous, diverse, integrated, and
project-based curriculum to students that emphasizes the role of science, technology,
engineering, and mathematics as well as including the arts, humanities, personalized learning
opportunities, and teamwork skills. A STEAM school must follow those requirements as well as
include an arts organization in their partnership and show that the curriculum will integrate art
and design into STEM subjects.

Including the four newly designated schools, there will be a total of 54 STEM and STEAM
schools across the state, of which 31 (57%) are governed by traditional school boards, eight
(15%) by independent boards, and 15 (28%) are STEM or STEAM school equivalents. The Akron
region is home to the largest number of STEM or STEAM schools and equivalents, with 13 (24%)
schools, followed by the central (ten schools, 19%) and northeast (nine schools, 17%) regions.
Six (11%) schools are in each of the northwest and southwest regions, and five (9%) are in each
of the southeast and Dayton regions. Six schools that were designated as a STEM or STEAM
school or equivalent for the 2025-2026 school year are no longer designated for the 2026-2027
school year: four are public schools and two are chartered nonpublic schools.

Supreme Court of Ohio Awards $912,400 in Court Improvement
Program Grants

— Robert Meeker, Senior Budget Analyst

On April 29, 2026, the Supreme Court of Ohio, in collaboration with DCY, announced
$912,400 in grants plus additional technical assistance to enhance court operations serving
children and families statewide. The awards will support courts of common pleas in
implementing strategies to strengthen child welfare practices, improve legal representation,
and foster collaborative solutions in cases involving adoption or abuse, neglect, and
dependency. Funding is provided through two federal sources: the Court Improvement
Program and the Children’s Justice Act. Sixteen counties received grant funding and support,
organized across four program areas.

= Mediation in Abuse, Neglect, and Dependency Cases. $135,000 in funding was awarded
to Lorain County Court of Common Pleas and Wayne County Court of Common Pleas to
expand mediation services in abuse, neglect, and dependency cases.

= Mediation Regarding School Attendance. Grants totaling $57,400 have been awarded
to four courts of common pleas in Adams, Champaign, Cuyahoga, and Wayne counties
to address school absenteeism using collaborative and restorative approaches.

= Multidisciplinary Legal Representation. Grants totaling $720,000 will support
multidisciplinary models of legal representation in six counties: common pleas courts in
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Clark, Stark, Summit, and Wayne counties; and public defender’s offices in Cuyahoga
and Erie counties. Under this model, parents in child welfare cases receive support from
a team consisting of an attorney, a social worker, and a parent advocate. Pilot programs
operating between 2021 and 2025 in these six counties served 452 families with 1,043
children. The current awards allow those efforts to continue.

®= Programs for Youth in Child Welfare and Juvenile Justice Systems. Four courts of
common pleas in Coshocton, Franklin, Hamilton, and Union counties have been
awarded continued technical assistance (no dollar amount estimated) from a national
resource center to improve coordination for youth involved in both the child welfare
and juvenile justice systems.

The Court Improvement Program is a federal grant program administered through the
U.S. Department of Health and Human Services (HHS) that provides funding to state court
systems to assess and improve their handling of child abuse, neglect, and dependency
proceedings. The Children’s Justice Act (CJA) supports states in developing programs to improve
the investigation, administrative handling, and judicial handling of child abuse and neglect
cases. CJA funds are derived from fines and fees collected from federal criminal convictions,
administered by the U.S. Department of Justice’s Office for Victims of Crime, and awarded by
the HHS Administration on Children, Youth and Families.

DCY Releases Infant Mortality Annual Report

— Jacob Graffius, Budget Analyst

In May 2026, DCY released its 2024 Infant Mortality Annual Report, which found that
Ohio’s overall infant mortality rate® for all races decreased from 7.1 in 2023 to 6.6 in 2024. The
non-Hispanic Black infant mortality rate experienced the largest decrease between 2023 and
2024, dropping from 13.7 to 12.6. The non-Hispanic White infant mortality rate also dropped
from 5.7 to 5.1 during that time frame, while the Hispanic infant mortality rate decreased from
7.2 to 6.7. Ohio’s goal for the overall rate and the rate for priority populations® is 6.0 or lower
by 2028.7 The largest contributing factors to infant mortality include prematurity (birth before
37 weeks gestation), low birth weight, congenital anomalies, perinatal infections, obstetric
conditions, sudden unexpected infant death, and other infections or injuries. There are also
several maternal health behaviors or conditions that are associated with an increase in infant
deaths. These include having a prior pregnancy, smoking during or prior to pregnancy, being
obese or underweight, or having a condition such as hypertension or diabetes. In addition,

> The infant mortality rate is defined as the number of infant deaths before the age of one per 1,000 live
births.

® Priority populations include non-Hispanic Black individuals, individuals in certain age brackets (e.g., 15
to 17 or 45 and over), individuals residing in urban counties, and individuals with low educational
attainment.

7 However, DCY has a short-term goal of reducing the overall rate to 6.0 by the end of FY 2027.
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maternal age also can play a role. Mothers between the ages of 30 and 34 years of age
experienced the lowest infant mortality rates, while those younger than 20 years of age
experienced the highest.

Ohio has taken several steps in recent years to address infant mortality. The State
Health Improvement Plan, coordinated by ODH, identified infant mortality reduction and
related risk factors as a focal point. Identified strategies to address infant mortality include
smoke-free policies, group prenatal care, early childhood home visiting, and policies to improve
health behavior and access to care. DCY and ODH currently support many programs that help
reduce infant mortality, including a 24/7 breastfeeding hotline, a smoking cessation program
for pregnant women, group prenatal care initiatives to provide social support for women who
are more likely to experience poor birth outcomes, and home visiting models aimed at
providing parenting support and education.

To read the report in its entirety, please refer to DCY’s 2024 Annual Infant Mortality
Report (PDF). Additionally, more recent data regarding infant mortality, prematurity, and low
birthweight can be found in the Ohio Infant Mortality Scorecard, which is updated quarterly.

DEW Pays $16.0 Million to Public Schools Under the Innovative
Workforce Incentive Program
— Ryan Brown, Senior Budget Analyst

In June 2026, DEW paid $16.0 million to public schools under the Innovative Workforce
Incentive Program (IWIP) for qualifying industry-recognized credentials earned by students
during the 2024-2025 school year (FY 2025). IWIP pays school districts and other public schools
a set amount for each qualifying credential that a student earned, and that the school paid for,
during the prior fiscal year. The Governor’s Office of Workforce Transformation maintains the
list of qualifying credentials, which focus on segments of the economy identified as
high-growth, in-demand fields, including information technology and cybersecurity, advanced
manufacturing, construction, engineering, and the skilled trades.

H.B. 96 authorizes an IWIP payment of $725 per qualifying credential and requires DEW
to prorate the payments if the appropriation is insufficient. The volume of credentials earned
during FY 2025 required proration of the FY 2026 payments to approximately $545 per
credential, or about 75% of the maximum. In total, DEW made incentive payments for
29,408 qualifying credentials earned by students at 333 districts and schools. The most popular
credentials were in pre-apprenticeship, nursing, construction, and process improvement, each
earned by more than 1,000 students; the single most-earned credential, an Ohio State
Apprenticeship Council-recognized pre-apprenticeship program certificate, was earned by over
5,200 students.

Joint vocational school districts (JVSDs) received the largest share of the payments, at
$9.8 million (61.2%) for 17,975 credentials, as shown in the table below. The remaining
payments generally went to traditional school districts, which received $5.1 million (31.7%) for
9,346 credentials, and community and STEM schools, which received $1.1 million (7.1%) for
2,084 credentials. The payments are funded by the GRF in line item 200478,
Industry-Recognized Credentials High School Students. Beginning in FY 2026, this line item is
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used solely to operate IWIP; H.B. 96 discontinued the separate reimbursements for industry-
recognized credential testing fees that the line item also funded in prior years.

Earned Credentials and FY 2026 IWIP State Payments by School Type

Joint Vocational School Districts 17,975 $9.8 million
Traditional School Districts 9,346 $5.1 million
Community and STEM Schools 2,084 $1.1million
State-Supported Schools 3 < $0.1 million
Total 29,408 $16.0 million

Controlling Board Approves $2.3 Million to Preserve Historic
CCC Structures in Ohio State Parks

— Tom Wert, Senior Budget Analyst

On June 8, 2026, the Controlling Board approved the Ohio Department of Natural
Resources’ (ODNR) request to release $2.3 million in capital funding to restore historic
structures originally built by the Civilian Conservation Corps (CCC). The funding will be used to
preserve public-use shelters, lodges, and other facilities at Blue Rock State Park and Blue Rock
State Forest (Muskingum County), Jefferson Lake State Park (Jefferson County), and John Bryan
State Park (Greene County), all of which continue to serve thousands of visitors each year. The
project is supported by the Ohio Parks and Natural Resources Fund (Fund 7031), which is
financed through voter-approved general obligation bonds dedicated to capital improvements
in Ohio’s state parks and natural resources system.

Along with previously approved contracts for pre-construction services, the June 2026
release brings the project’s total investment to approximately $3.1 million to date and allows
ODNR to address age-related deterioration in structures approaching 100 years old. Planned
work includes repairing stone masonry, replacing deteriorated log or timber components,
installing new wood-shake roofing, and improving drainage around foundations to stabilize and
protect these Depression-era assets for long-term public use. Ohio’s CCC-built facilities are an
enduring part of the state park system, reflecting a national conservation effort that expanded
public recreation infrastructure across the country.
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ODOT awards $8.5 Million to Support Local Projects Overseen
by 21 Transportation Improvement Districts

— Terry Steele, Senior Budget Analyst

On June 18, 2026, ODOT awarded $8.5 million under the Transportation Improvement
District (TID) Program to support 24 local roadwork projects in 21 counties. The projects will
provide access to developable land, create access to businesses, and ease traffic congestion
around commercial areas. The list of award recipients and projects (PDF) are available on the
Governor’s website: governor.ohio.gov. The grants are funded using state Motor Fuel Tax
receipts appropriated under Highway Operating Fund (Fund 7002) ALl 772421, Highway
Construction — State. H.B. 54, the transportation budget act of the 136™ General Assembly,
earmarked $9.0 million in each fiscal year of the FY 2026-FY 2027 biennium to provide state
support for local projects under the TID Program.

TIDs are intergovernmental entities approved by county commissioners and formed to
oversee one or more transportation projects spanning multiple jurisdictions within a defined
region. TIDs are eligible for up to $500,000 annually for each project, however, if projects are
cosponsored by more than one TID, each TID may receive up to $500,000 for that project.
ODOT awards may be used for preliminary engineering, detailed design, right-of-way
acquisition, and construction costs. However, awards may not be used for administrative
expenses, improvements to privately owned roads, or extension or placement of utility
services. There are 57 established TIDs as of July 2026.

Controlling Board Approves $5.0 Million Contract for
Transcranial Magnetic Stimulation

— Ryan Sherrock, Senior Economist

On June 8, 2026, the Controlling Board approved a one-year, $5.0 million contract with
Perry Behavioral Health Choices to continue the Electroencephalogram Combined Transcranial
Magnetic Stimulation (eTMS) Program. The eTMS Program provides a noninvasive, painless,
and drug-free treatment option for a wide range of neurological conditions whereby magnetic
pulses stimulate areas of the brain involved in mood regulation. The program is for veterans,
first responders, and law enforcement officers with substance use disorders, mental illness,
sleep disorders, post-traumatic stress disorder, and other traumas. Typically, this therapy is
utilized when other methods of treatment, such as antidepressant medication or
psychotherapy, have not been effective. Under the contract, funds are required to be used to
serve a total of at least 500 participants at five or more service sites. Existing service sites will
continue to be served. These include sites in Cleveland, Dayton, New Lexington, Pickerington,
and Worthington. Under the program, participants receive an evaluation, a minimum of two
eTMS sessions during the course of treatment, monitoring for symptoms of substance use and
mental health disorders, weekly medical counseling and wellness programming, and follow-up
care at no cost. Participants are also provided with access to a peer-to-peer support network.

The eTMS Program began as a pilot program in the FY 2020-FY 2021 biennium for
veterans with substance use disorders or mental illness. It was expanded by H.B. 110 of the
134%™ General Assembly, which made the program available to first responders and law
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enforcement officers and expanded the list of disorders and conditions eligible for treatment
under the program. The eTMS Program has continued to be funded in each biennium since.
Under current law, the program is required to have one location with up to ten branch sites
across the state. Service sites must be in proximity to concentrations of the groups intended for
eTMS services. Perry Behavioral Health Choices has been providing program services since
May 2022.

Department of Development Awards $26.9 Million to Increase
Housing Supply under the Welcome Home Ohio Program

— Jared Cape, Budget Analyst

On May 29, 2026, DEV awarded approximately $26.9 million under the Welcome Home
Ohio program. The program offers grants and tax credits to buy, construct, or rehabilitate
residential properties. Overall, 43 recipients representing 57 counties received grants under
this round to rehabilitate or construct 246 houses. Combined construction or rehabilitation
grants accounted for nearly $21.1 million distributed to 38 recipients. Additionally, home
purchase grants accounted for $4.1 million distributed to 12 recipients. Finally, rehabilitation
grants accounted for $1.7 million distributed to four recipients. For more information, see the
list of award recipients and projects (PDF) available on the Governor’s
website: governor.ohio.gov.

The Welcome Home Ohio program has three offerings:

» Purchasing grants for land banks of up to $100,000 per property to buy residential
property for subsequent sale to income-eligible owner occupants ($22.8 million per
fiscal year);

= Rehabilitation and construction grants of up to $100,000 per property for land banks
to rehabilitate or construct residential property for income-restricted owner
occupancy (522.8 million per fiscal year);

= Tax credits for the rehabilitation or construction of income-restricted and
owner-occupied residential property. The tax credits are nonrefundable tax credits
against the income tax and financial institutions tax. Credits equal the lesser of 90%
of the cost of construction or rehabilitation or $90,000 per qualified residential
property ($20.0 million).

The Welcome Home Ohio Fund (Fund 5AP1) was capitalized by a $100 million transfer
from the GRF authorized under H.B. 33 of the 135" General Assembly and an additional
$50.0 million from the Local Government Tangible Property Tax Replacement Fund (Fund 7081)
under H.B. 96. Since its inception, Welcome Home Ohio has awarded nearly $86.0 million to
support the creation of 727 homes in 63 counties.
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Tracking the Economy

— Jorge Valdebenito, Economist
Overview

U.S. real gross domestic product (GDP) grew at a 2.1% annual rate in the first quarter of
2026, revised up from 1.6% in last month’s estimate. The U.S. unemployment rate slightly
decreased to 4.2% in June, down from 4.3% in May. Official data indicate that 57,000 jobs were
created in June, marking the fourth straight month of job gains. The Federal Reserve kept its
interest rate target unchanged at its latest monthly meeting, and the U.S. chose not to renew
its trade agreement with Canada and Mexico, opting instead for annual reviews of its terms.

Ohio’s real GDP grew by 1.8% in the first quarter of the year, while the unemployment
rate declined to 3.7% in May, down from 3.9% in April, and nonfarm employment decreased by
2,400 jobs in May. Ohio ended FY 2026 with $1.82 billion more in GRF tax receipts than
originally estimated, as detailed elsewhere in this issue of Budget Footnotes. The positive
results reflect better-than-expected economic conditions compared to May 2025, when the
main operating budget was constructed. The “Ohio Economy” section of this report
provides additional information about how the macroeconomic forecast evolved since that
date.

The National Economy

In their June meeting, the Federal Open Market Committee (FOMC) kept interest rates
unchanged at the target range of 3.5% to 3.75%, maintaining the same level set in
December 2025. Federal Reserve officials signaled that additional rate cuts this year are
unlikely, as their forward projections show accelerating inflation and an improved labor market.

As of the end of June, the U.S. chose not to renew its trilateral trade agreement with
Canada and Mexico, opting instead for annual reviews that introduce new uncertainty for
companies operating across North America. While the U.S.-Mexico-Canada Agreement remains
in effect for another decade unless a country withdraws, shifting to yearly assessments
increases the likelihood of prolonged negotiations over supply-chain rules and tariff levels for
different products.

As of the first week of July, gas prices in the U.S. have been trending downward due to
easing tensions between the U.S. and Iran, even though the Strait of Hormuz remains closed
and negotiations have not produced a clear timeline for resolving the conflict. Average gas
prices in the U.S. fell to $3.79 per gallon, down from $4.16 per gallon last month. Chart 2 shows
the average weekly price of gas at the pump in the U.S. and in Ohio in the past year.
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Chart 2: Weekly Comparison Between U.S. and Ohio Average Gas Prices
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In late June, the U.S. Bureau of Economic Analysis (BEA) released their third estimate of
the U.S. real GDP, revising their previous estimate to 2.1% (0.5 percentage points higher). The
revision reflected a downward adjustment in imports® and an upward revision in consumer
spending. The leading industry contributors to the increase in real GDP were information,
federal government, professional, scientific, and technical services, and durable goods
manufacturing.

The U.S. unemployment rate decreased to 4.2% in June (from 4.3% in May), according
to the latest monthly report published by the Bureau of Labor Statistics (BLS). The
unemployment rate decrease coincided with the seventh consecutive monthly decline in the
labor force participation rate, which reached 61.5% in June and equaled the lowest mark since
March 2021 when the labor market was still affected by the COVID-19 pandemic. A decline in
the labor force participation rate means fewer individuals in the working-age population are
seeking work, and their associated joblessness is not counted towards the unemployment rate.

Total nonfarm employment in the U.S. increased by 57,000 in June, which marks the
fourth consecutive month of growth. The employment increases were concentrated on
professional and business services (36,000), social assistance (25,100), and health care (21,500),
while leisure and hospitality (61,000) lost jobs. The BLS also revised previously published job
figures for the two months prior to June. The change in total nonfarm payroll employment for
April was revised down by 31,000, from 179,000 to 148,000, and the change for May was
revised down by 43,000, from 172,000 to 129,000.

8 A downward adjustment to imports improves GDP because imports do not represent domestic
production and spending on imports must therefore be subtracted from other output measures to
determine GDP.
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Disposable personal income (i.e., after-tax income) increased by 0.7% in May, according
to estimates released by the BEA. The BEA also reported that personal consumption
expenditures (PCE) increased in May by 0.7%, indicating that spending growth matched
after-tax income growth for the month. The monthly change in PCE was driven by higher
spending on financial services and insurance, health care, gasoline and other energy goods.

The U.S. Census Bureau and the BEA announced that the U.S. goods and services deficit
was $77.6 billion in May, up $23.0 billion from $54.6 billion in April. May exports totaled
$317.7 billion, $10.5 billion less than in April. Imports reached $395.3 billion, $12.5 billion
higher than in April. On a year-over-year basis, the goods and services deficit decreased by
$203.9 billion, or 40.6%, from the same period in 2025. Exports increased by $164.7 billion or
11.7%. Imports decreased by $39.2 billion or 2.1%.

According to Freddie Mac, a government-sponsored enterprise, the average 30-year
fixed-rate mortgage (FRM) slightly decreased to 6.43% in the first week of July. The 15-year
FRM averaged 5.79% in early July. Both rates marked a seven-week low, but despite a small
increase in purchase demand, the housing market is still showing signs of uncertainty due to
higher energy costs, looming inflation, and possible rates hikes from the Federal Reserve in the
coming months.

The Ohio Economy

According to BEA, Ohio’s inflation-adjusted GDP growth in the first quarter of 2026 was
1.8% higher than in the fourth quarter of 2025, on a seasonally adjusted annualized basis. GDP
is the broadest measure of an economy, and the inflation-adjusted version (or “real” GDP)
reflects the organic growth of the economy’s overall output. The state’s first quarter GDP
growth is an improvement over the prior quarter, but represents a slowdown in growth as
compared to the second and third quarters of calendar year 2025.

Ohio’s unemployment rate continued its downward trend for the fifth consecutive
month in May. The BLS reported it was 3.7% for the month (preliminary), down from 3.9% in
April and 4.1% in March. Ohio’s unemployment rate has not been this low since August 2023.
On a year-over-year basis, the state’s unemployment rate is 1.0 percentage points lower than in
May 2025 (4.7%). Over the past 12 months, Ohio added 11,300 jobs, which was a 0.3%
improvement in payroll employment.

In the housing market (PDF), Ohio home sales totaled 12,278 units in May, an increase
of 2.9% from the same month last year. The median sales price reached $278,000, representing
a 4.8% increase from the median value one year earlier, $265,000. Active residential listings
reached 37,052, an increase of 4.9% compared to May 2025, when there were 35,288 listings.
The publisher of these housing statistics, Ohio REALTORS, regards six months of housing supply
as indicative of a balanced market between buyers and sellers. Ohio ended May with
3.52 months of housing supply, suggesting that Ohio continues to be a seller’s marketplace.

Current Economic Forecast versus Operating Budget Assumptions

Ohio ended FY 2026 with $1.82 billion more in GRF tax receipts than originally
estimated, as detailed elsewhere in this issue of Budget Footnotes. Of this amount, nearly
$1.22 billion was already allocated in H.B. 479 of the 136™ General Assembly to nursing facility
providers ($310 million), one-time property tax relief (5350 million), an expanded sales tax
holiday in 2027 ($320 million), cash-funded elements of the state capital budget (5200 million),
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and the budget stabilization fund ($35 million). The positive results reflect an Ohio economy
that outperformed expectations over the past year.

The table below compares Moody’s Analytics projections of Ohio economic indicators
based on the May 2025 and June 2026 estimates. The Legislative Budget Office used the May
2025 figures to construct tax revenue estimates for the FY 2026-FY 2027 main operating
budget. The June 2026 numbers show a somewhat stronger economic outlook for Ohio than
the scenario originally projected in May 2025.

As seen in the table, Moody’s projection of Ohio personal income growth slightly
declined over the recently completed two-year period, FY 2025-FY 2026. Their metric mimics
the BEA’s definition of personal income, which excludes capital gains and losses. Capital gains
and other nonwage income were presumed to be the catalyst for the strong performance of
the state income tax in FY 2026, but actual statistics are usually not available until about 18
months after the conclusion of a given fiscal year. Elsewhere, the nominal GDP growth for Ohio
was noticeably stronger over the recently completed period, FY 2025-FY 2026. When observing
this in tandem with their personal income projections, it suggests Moody’s increased its
expectations for business investment, government spending, or the trade deficit over the past
year (e.g., tariffs were not as severe as expected). The growth of nominal GDP has traditionally
been a good predictor of CAT revenue. Finally, Moody’s revised their outlook on the labor
market, as the unemployment rate is lower despite a modest decline in the number of Ohio
jobs. This circumstance suggests that Ohio’s civilian labor force or its labor force participation
rate is contracting more than originally expected. Both metrics have declined from their post
pandemic peaks reached in early 2025.

Comparison of Moody’s Analytics Economic Indicators from May 2025 to June 2026

FY 2025 FY 2026 FY 2027

May 2025 June 2026 May 2025 June 2026 May 2025 June 2026

Personal 3.9% 4.9% 4.4% 2.5% 4.4% 4.9%
Income Growth

Nominal GDP 4.6% 4.1% 3.8% 6.3% 3.8% 4.3%
Growth

Unemployment 4.6% 4.7% 5.2% 4.2% 5.6% 4.8%
Rate

Total Nonfarm 5,669,208 5,664,475 5,688,093 5,675,473 5,681,265 5,701,520
Employment

Next Issue: September 2026
Have a great summer!
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