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A monthly newsletter of the Legislative Budget Office of LSC

Volume: Fiscal Year 2026 Issue: June 2026

Highlights

— Russ Keller, Chief Economist

FY 2026 is nearing its conclusion, and the year will seemingly end with a
significant GRF surplus. Year-to-date (YTD) expenditures were $1.68 billion below
the Office of Budget and Management’s (OBM) estimate, but over 70% of that
amount was attributable to Medicaid. The delay of several large payments, of which
two are awaiting federal government approval, created substantial variances in
both GRF spending and federal grant receipts during the month of May.

In contrast, the tax revenue picture is less cloudy, as GRF tax receipts ended
May above their OBM estimate by $1.51 billion. The three largest GRF tax sources,
the personal income tax (PIT), sales and use tax (SUT), and commercial activity tax
(CAT), remain comfortably ahead of their respective OBM estimates.

Inflation, fuel costs, and interest rates remain elevated in the wake of the Iran
conflict. However, Ohio’s unemployment rate continued its downward trend by
ending April at 3.9%. Ohio real estate is still a seller’s market, but residential home
listings are rising. The median sales price increased 7.9% from one year ago.

Through May 2026, GRF sources totaled $41.82 billion:

+» The PIT was $908.6 million above its YTD estimate, largely on the
strength of nonwage income gains.

Through May 2026, GRF uses totaled $41.83 billion:

%+ Transfers out totaled $953.4 million, of which the largest was a $600
million transfer related to school funding.

In this issue...

More details on GRF Revenues (p. 2), Expenditures (p. 9),
the National Economy (p. 22), and the Ohio Economy (p. 24).

Also Issue Updates on:
Brownfield Remediation Program (p. 16)

Drinking Water Improvements (p. 16)

Choose Ohio First Scholarship Program (p. 17)

Career-Technical Education Access Grants (p. 18)

Kindergarten Readiness Boot Camp (p. 19)

Violent Crime Reduction Grants (p. 19)

Senior Farmers Market Nutrition Program (p. 20)

Literacy Coaches Funding (p. 21)
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Legislative Budget Office of the Legislative Service Commission

Table 1: General Revenue Fund Sources
Actual vs. Estimate
Month of May 2026

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

State Sources Actual Estimate* Variance Percent
Tax Revenue
Auto Sales $173,868 $182,400 -$8,532 -4.7%
Nonauto Sales and Use $1,153,969 $1,092,400 $61,569 5.6%
Total Sales and Use $1,327,837 51,274,800 $53,037 4.2%
Personal Income $945,857 $736,000 $209,857 28.5%
Commercial Activity Tax $373,197 $336,600 $36,597 10.9%
Cigarette $61,020 $57,300 $3,720 6.5%
Kilowatt-Hour Excise $23,968 $20,400 $3,568 17.5%
Foreign Insurance -$32,779 $100 -$32,879 -32878.9%
Domestic Insurance $6,665 $1,100 $5,565 505.9%
Financial Institution $44,535 $31,300 $13,235 42.3%
Public Utility $55,032 $46,900 $8,132 17.3%
Natural Gas Consumption $35,934 $28,800 $7,134 24.8%
Alcoholic Beverage $6,794 $6,300 S494 7.8%
Liquor Gallonage $4,250 $4,300 -$50 -1.2%
Adult Use Cannabis $5,732 $5,700 $32 0.6%
Petroleum Activity Tax S0 S0 S0 -
Corporate Franchise S1 SO S1
Business and Property $258 $200 S58 29.1%
Estate SO SO SO -
Total Tax Revenue $2,858,303 $2,549,800 $308,503 12.1%
Nontax Revenue
Earnings on Investments S0 S0 S0
Licenses and Fees $372 $3,976 -$3,604 -90.7%
Other Revenue S951 S775 $176 22.8%
Total Nontax Revenue $1,323 $4,751 -$3,428 -72.2%
Transfers In S0 S0 1] ---

Total State Sources $2,859,625 $2,554,551 $305,075 11.9%

Federal Grants $751,550 $1,786,856 -$1,035,306 -57.9%

Total GRF Sources $3,611,176 $4,341,407 -$730,231 -16.8%

*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 May 31, 2026

(S in thousands)

(Actual based on report run in OAKS Actuals Ledger on June 1, 2026)

State Sources Actual Estimate* Variance Percent FY 2025**  Percent
Tax Revenue
Auto Sales $1,869,042 $1,818,100 $50,942 2.8% $1,822,465 2.6%
Nonauto Sales and Use $11,554,181 $11,210,400 $343,781 3.1% $10,943,683 5.6%
Total Sales and Use $13,423,223 513,028,500 $394,723 3.0% 512,766,149 51%
Personal Income $9,952,171 $9,043,600 $908,571 10.0% $9,361,318 6.3%
Commercial Activity Tax $2,328,345 $2,140,100 $188,245 8.8% $2,232,499 4.3%
Cigarette $609,053 $593,800 $15,253 2.6% $616,330 -1.2%
Kilowatt-Hour Excise $314,896 $316,000 -$1,105 -0.3% $286,772 9.8%
Foreign Insurance $409,821 $429,200 -$19,379 -4.5% $409,623 0.0%
Domestic Insurance $55,016 $69,300 -$14,284  -20.6% $69,947 -21.3%
Financial Institution $191,285 $189,000 $2,285 1.2% $176,702 8.3%
Public Utility $194,701 $166,600 $28,101 16.9% $153,528 26.8%
Natural Gas Consumption $71,511 $62,300 $9,211 14.8% $54,293  31.7%
Alcoholic Beverage $63,217 $56,900 $6,317 11.1% $56,535 11.8%
Liquor Gallonage $47,964 $50,000 -$2,036 -4.1% $49,657 -3.4%
Adult Use Cannabis $50,008 $52,700 -$2,692 -5.1% SO ---
Petroleum Activity Tax $7,601 $8,500 -$899  -10.6% $8,262 -8.0%
Corporate Franchise $23 SO $23 - $169 -86.6%
Business and Property $310 $200 $110 54.9% $248  24.9%
Estate S1 SO S1 --- S3  -65.8%
Total Tax Revenue $27,719,145 $26,206,700 $1,512,445 5.8% $26,242,037 5.6%
Nontax Revenue
Earnings on Investments $331,265 $301,470 $29,795 9.9% $313,924 5.5%
Licenses and Fees $145,452 $134,247 $11,204 8.3% $138,873 4.7%
Other Revenue $98,465 $114,132 -$15,667 -13.7% $129,628 -24.0%
Total Nontax Revenue $575,182 $549,849 $25,332 4.6% $582,425 -1.2%
Transfers In $558,522 $621,363 -$62,841 -10.1% $160,198 248.6%

Total State Sources $28,852,848 $27,377,913 $1,474,936 5.4% $26,984,660 6.9%

Federal Grants $12,965,222 $14,139,716 -$1,174,493 -8.3% $13,622,137 -4.8%

Total GRF SOURCES $41,818,070 $41,517,628 $300,442 0.7% $40,606,797 3.0%

*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

At the end of May total GRF tax receipts were $2.86 billion, $308.5 million (12.1%) above
OBM’s estimate. In May, most tax sources performed better than expected, except for the
foreign insurance tax. The three major tax sources had a combined positive variance of
$299.5 million, which were led by PIT, with $209.9 million (28.5%); followed by the SUT, with
$53.0 million (4.2%); and CAT, with $36.6 million (10.9%). The positive variances were partially
offset by a total deficit of $32.9 million registered by the foreign insurance tax.

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. In May, nontax revenue was below
estimate by $3.4 million (72.2%), due to lower revenue from licenses and fees, which was
$3.6 million (90.7%) below estimate. Other revenue was $176,000 (22.8%) above estimate. No
transfers in occurred in May. Federal grants were below their estimates by $1.04 billion (57.9%).
Total GRF sources for the month of May were $3.61 billion, $730.2 million (16.8%) below
estimate. Table 1 above shows GRF sources for the month of May compared to estimates, while
Table 2 shows GRF sources for the fiscal YTD compared to both estimates and FY 2025 YTD
revenue.

FY 2026 GRF tax receipts through May totaled $27.72 billion, above estimate by
$1.51 billion (5.8%). About 99% of the YTD positive variance was contributed by the three major
tax sources, PIT, SUT, and CAT, with a combined total of $1.49 billion. Receipts from the public
utility tax, the cigarette tax, the natural gas consumption tax, the alcoholic beverage tax, and the
financial institution tax were also above their respective YTD estimates. However, YTD receipts
from the foreign insurance tax, the domestic insurance tax, the adult use cannabis tax, the liquor
gallonage tax, the kilowatt-hour excise tax, and the petroleum activity tax were below their
respective YTD estimates by a combined total of $40.4 million.

The YTD positive variance for GRF tax receipts was partly offset by total negative variances
of $1.24 billion from federal grants and transfers in. However, YTD nontax revenue was
$25.3 million above estimate, which was attributed to large positive variances from earnings on
investments and licenses and fees. FY 2026 YTD total GRF sources were $41.82 billion,
$300.4 million (0.7%) above estimate.

YTD GRF tax receipts in FY 2026 were $1.48 billion (5.6%) higher than receipts in the first
11 months of FY 2025. YTD receipts in the first 11 months from the SUT were $657.1 million
(5.1%) higher than receipts in the same period of FY 2025. YTD receipts from the PIT were
$590.9 million (6.3%) more than in the same period in FY 2025, despite a recent policy change
that decreased income tax rates from their prior year level. Receipts in the first 11 months from

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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the CAT were also higher than the collections in the same period of FY 2025, by $95.8 million
(4.3%). In the first 11 months of FY 2026, revenue from federal grants was lower than receipts in
the same period of FY 2025, by $656.9 million (4.8%). However, YTD transfers in were higher by
$398.3 million. With one month left in FY 2026, YTD total GRF revenue of $41.82 billion, was
$1.21 billion (3.0%) higher than in the same period of FY 2025.

Sales and Use Tax

GRF receipts from the SUT were nearly $1.33 billion for the month, above the monthly
estimate by $53.0 million (4.2%) and $71.1 million (5.7%) more than receipts in May of last year.
YTD SUT receipts through May were $13.42 billion, $394.7 million (3.0%) above estimate and
$657.1 million (5.1%) above 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
(Three-month Moving Average)
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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 May 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 GRF receipts in May were $1.15 billion, $61.6 million (5.6%)
above the OBM estimate and $89.5 million (8.4%) above revenue in May of last year. YTD receipts
were $11.55 billion, $343.8 million (3.1%) above estimate and $610.5 million (5.6%) more than
receipts in the first 11 months of FY 2025.

As seen in Chart 1, nonauto sales tax receipts grew 9.5% for the month, which continued
the upward trend since 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

Receipts from the auto component of the SUT were $173.9 million for the month,
$8.5 million (4.7%) below estimate and $18.4 million (9.6%) lower than receipts in May of last
year. YTD through May, auto tax receipts were $1.87 billion, $50.9 million (2.8%) above the YTD
estimate and $46.6 million (2.6%) 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 May 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. Upon completion of the traditional year-end buying season,
growth in auto sales tax receipts was subdued, but the prior year’s pace set a high bar for
comparison based on aforementioned factors. National data painted a better picture for May
than what was indicated by Ohio’s tax collections. Based on nationwide data, in May total light
vehicle sales, not seasonally adjusted, were 7.0% higher than in April and 0.4% higher than in
May of last year. Moreover, prices paid for used vehicles in May were up 3.6% on a year-over-
year basis, and 0.3% higher than prices paid in April.

2 A three-month moving average means, for example, that the most recent data point shown is the
percentage growth from revenue received during March 2025 through May 2025 to revenue received
during March 2026 through May 2026.
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Personal Income Tax

In May, GRF revenue from the PIT was $945.9 million, $209.9 million (28.5%) above
estimate but $119.4 million (11.2%) lower than revenue in May of last year. Through May, PIT
performed strongly in each month of FY 2026. YTD PIT revenue was $9.95 billion, $908.6 million
(10.0%) above estimate and $590.9 million (6.3%) higher than revenue in 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.

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) (%) (S in millions) (%)

Withholding $26.2 0.3% $372.5 3.7%
PTE Annual Returns $176.6 48.7% $112.9 26.5%
PTE Estimated Payments $45.9 7.2% $15.6 2.3%
IT-1040 Estimated Payments $155.3 35.1% $72.4 13.8%
Annual Return Payments $286.2 38.2% -$6.8 -0.7%
Trust Payments $35.2 49.3% $20.4 23.6%
Miscellaneous Payments -$6.2 -7.0% -$1.3 -1.6%
Gross Collections $719.1 5.7% $585.7 4.6%

Less Refunds -$210.4 -6.8% -$45.0 -1.5%

Less LGF Distribution $20.9 4.2% $39.8 8.4%
GRF PIT Revenue $908.6 10.0% $590.9 6.3%

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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The table above provides details on YTD revenue from PIT components in FY 2026 relative
to OBM estimates and year-earlier revenues. Gross collections were $719.1 million (5.7%) above
estimate, and $585.7 million (4.6%) above revenues in the previous year. Withholding, the largest
category, was $26.2 million (0.3%) above estimate, and $372.5 million (3.7%) 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 $45.0 million
(1.5%) lower than in the year-earlier period and LGF distributions were higher by $39.8 million
(8.4%).

Commercial Activity Tax

In May, GRF revenue from CAT was $373.2 million, $36.6 million (10.9%) higher than
estimate and $48.3 million (14.9%) higher than revenue collected in May of last year. Quarterly
CAT payments are due in August, November, February, and May. YTD through May, GRF receipts
from CAT were $2.33 billion, $188.2 million (8.8%) above estimate and $95.8 million (4.3%)
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 taxable year.

FY 2026 YTD through May, gross collections prior to refunds totaled $2.48 billion, an
increase of $105.7 million (4.4%) relative to gross collections in the same period in FY 2025. YTD
refunds were $140.7 million, $9.2 million (7.0%) higher than in the same period in FY 2025. The
modest increase in refunds 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 May, revenue from the cigarette and other tobacco products (OTP) tax was
$61.0 million, $3.7 million (6.5%) above estimate, and $2.4 million (4.1%) higher than revenue in
May of last year. YTD through May, cigarette and OTP tax revenue was $609.1 million,
$15.3 million (2.6%) above estimate, but $7.3 million (1.2%) lower than revenue in the same
period in FY 2025.

The YTD total revenue included $496.2 million from cigarette sales and $112.9 million
from OTP. OTP sales increased by $6.4 million (6.0%) while receipts from cigarette sales
decreased by $13.7 million (2.7%). 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 7.8% 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 May 2026
(S in thousands)
(Actual based on OAKS reports run June 3, 2026)

Program Category Actual Estimate* Variance Percent
Primary and Secondary Education $707,208 $725,295 -$18,087 -2.5%
Higher Education $217,506 $232,159 -$14,653 -6.3%
Other Education $4,531 $4,229 $302 7.1%
Total Education $929,245 $961,683 -$32,438 -3.4%
Medicaid $1,345,694 $2,624,720 -$1,279,026  -48.7%
Health and Human Services $171,865 $134,593 $37,272 27.7%
Total Health and Human Services $1,517,559 $2,759,313  -$1,241,754 -45.0%
Justice and Public Protection $214,489 $227,718 -$13,228 -5.8%
General Government $36,616 $51,525 -$14,909 -28.9%
Total Government Operations $251,105 $279,243 -$28,138 -10.1%
Property Tax Reimbursements $300,151 $434,816 -$134,665 -31.0%
Debt Service $21,501 $21,234 $267 1.3%
Total Other Expenditures $321,653 $456,050 -$134,397 -29.5%
Total Program Expenditures $3,019,561 $4,456,288 -51,436,727 -32.2%
Transfers Out s4 1] $4 -
Total GRF Uses $3,019,566 $4,456,288 -$1,436,723 -32.2%
*September 2025 estimates of the Office of Budget and Management.
Detail may not sum to total due to rounding.
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Table 4: General Revenue Fund Uses
Actual vs. Estimate

(Actual based on OAKS reports run June 3, 2026)

FY 2026 as of May 31, 2026
(S in thousands)

Program Category Actual Estimate* Variance Percent FY 2025**  Percent
Primary and Secondary Education $9,425,948  $9,441,103 -$15,155 -0.2%  $9,372,571 0.6%
Higher Education $2,548,804 $2,582,063 -$33,259 -1.3% $2,506,102 1.7%
Other Education $106,703 $117,256 -$10,553 -9.0% $99,797 6.9%
Total Education $12,081,454 $12,140,422 -$58,967 -0.5% $11,978,471 0.9%
Medicaid $20,336,165 $21,569,666 -$1,233,501 -5.7% $20,912,165 -2.8%
Health and Human Services $1,991,554  $2,108,220 -$116,667 -5.5%  $1,852,307 7.5%
Total Health and Human Services  $22,327,718 $23,677,886 -51,350,168 -5.7% $22,764,471 -1.9%
Justice and Public Protection $3,011,498  $3,090,348 -$78,850 -2.6%  $2,898,518 3.9%
General Government $551,959 $640,963 -$89,003  -13.9% $613,864 -10.1%
Total Government Operations $3,563,457 $3,731,310 -$167,853 -4.5% $3,512,382 1.5%
Property Tax Reimbursements $1,877,273  $1,980,669 -$103,397 -5.2%  $1,919,742 -2.2%
Debt Service $1,021,996 $1,022,962 -5966 -0.1% $1,222,603 -16.4%
Total Other Expenditures $2,899,268 $3,003,631 -$104,363 -3.5% $3,142,346 -7.7%
Total Program Expenditures $40,871,898 $42,553,249 -$1,681,351 -4.0% $41,397,670 -1.3%
Transfers Out $953,405 $950,133 $3,273 0.3% $754,744  26.3%
Total GRF Uses $41,825,304 $43,503,382 -$1,678,078 -3.9% $42,152,414 -0.8%
*September 2025 estimates of the Office of Budget and Management.
**Cumulative totals through the same month in FY 2025.
Detail may not sum to total due to rounding.
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Table 5: Medicaid Expenditures by Department
Actual vs. Estimate
($ in thousands)
(Actuals based on OAKS report run on June 4, 2026)

Month of May 2026 Year to Date through May 2026
Department Actual Estimate* Variance Percent Actual Estimate* Variance Percent
Medicaid
GRF $1,242,760 $2,521,887 -$1,279,127 -50.7% | $19,166,651 $20,411,214  -$1,244,563 -6.1%
Non-GRF $1,860,914 $2,731,165 -$870,251  -31.9% | $17,412,725 $20,061,564 -$2,648,839  -13.2%
All Funds $3,103,674 $5,253,052 -$2,149,378  -40.9% | $36,579,376 $40,472,778  -$3,893,402 -9.6%
Developmental Disabilities
GRF $94,230 $94,732 -$501 -0.5% $1,053,535 $1,051,416 $2,118 0.2%
Non-GRF $317,273 $330,382 -$13,109 -4.0% $3,822,091 $3,973,078 -$150,987 -3.8%
All Funds $411,503 $425,113 -$13,610 -3.2% $4,875,626 $5,024,494 -$148,869 -3.0%
Job and Family Services
GRF $7,897 $7,231 $665 9.2% $106,009 $96,184 $9,824 10.2%
Non-GRF $19,868 $19,582 $287 1.5% $185,100 $200,612 -$15,512 -7.7%
All Funds $27,765 $26,813 $952 3.6% $291,109 $296,796 -$5,687 -1.9%
Other
GRF $807 $870 -$63 -7.2% $9,971 $10,851 -$881 -8.1%
Non-GRF $10,726 $7,060 $3,666  51.9% $49,636 $50,966 -$1,330 -2.6%
All Funds $11,533 $7,930 $3,603 45.4% $59,607 $61,818 -$2,211 -3.6%
All Department Total:
GRF $1,345,694 $2,624,720 -$1,279,026 -48.7% | $20,336,165 $21,569,666 -$1,233,501 -5.7%
Non-GRF $2,208,781 $3,088,188 -$879,407  -28.5% | $21,469,552 $24,286,220 -$2,816,668 -11.6%
AUl Funds $3,554,475 $5,712,908 -$2,158,433 -37.8% | $41,805,717 $45,855,886 -$4,050,169 -8.8%

*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 June 4, 2026)

Month of May 2026 Year to Date through May 2026
Payment Category Actual Estimate* Variance Percent Actual Estimate* Variance Percent
Managed Care $2,369,949 $4,608,311 -$2,238,362 -48.6% | $27,587,494 $32,423,369 -$4,835,876 -14.9%
CFCt $550,110 $556,355 -$6,245 -1.1% | $5,798,269 $6,143,853 -$345,585 -5.6%
Group VIl $474,524 $483,525 -$9,001 -1.9% | $5,048,901 $5,261,855 -$212,954 -4.0%
ABDfY $179,301 $186,384 -$7,083 -3.8% | $1,933,587 $2,009,996 -$76,410 -3.8%
ABD Kids $75,747 $68,871 $6,876 10.0% $772,912 $748,368 $24,543 3.3%
MyCare $438,394 $358,558 $79,836 22.3% | $3,884,780 $3,885,285 -$505 0.0%
OhioRISE $109,186 $101,681 $7,504 7.4% | $1,022,626 $1,051,232 -$28,606 -2.7%
SPBM $457,027 $488,417 -$31,390 -6.4% | $5,402,458 $5,555,645 -$153,187 -2.8%
Pay for 0 0
Performance $0 $583,000 $583,000 -100.0% $0 $583,000 $583,000 100.0%
HAPY $0 $1,242,250 -$1,242,250 -100.0% | $3,102,480 $4,969,000 -$1,866,521 -37.6%
SDPt $85,660 $539,270 -$453,610  -84.1% $621,481 $2,215,134  -$1,593,653 -71.9%
Fee-For-Service $922,222 $982,354 -$60,132 -6.1% | $11,614,725 $12,011,181 -$396,456 -3.3%
ODM Services $517,553 $564,169 -$46,617 -8.3% | $6,022,098 $6,232,284 -$210,186 -3.4%
DDD Services $404,670 $418,185 -$13,516 -3.2% | $4,758,780 $4,889,797 -$131,017 -2.7%
Hospital - HCAP* $0 $0 $0 - $833,847 $889,100 -$55,253 -6.2%
Premium Assistance $155,541 $146,311 $9,230 6.3% | $1,569,749 $1,556,085 $13,663 0.9%
Medicare Buy-In $98,600 $86,562 $12,038 13.9% $936,807 $919,311 $17,497 1.9%
Medicare Part D $56,941 $59,748 -$2,808 -4.7% $632,941 $636,775 -$3,833 -0.6%
Administration $106,763 $94,853 $11,910 12.6% | $1,033,750 $1,054,468 -$20,719 -2.0%
Total (ODM
Estimates) $3,554,475 $5,831,830 -$2,277,355 -39.1% | $41,805,717 $47,045,104 -$5,239,387 -11.1%
Total (Current $3,554,475 $5712,908 -$2,158,433  -37.8% | $41,805,717 $45,855,886 -$4,050,169  -8.8%
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

For the first 11 months of FY 2026, GRF program expenditures totaled $40.87 billion.
These expenditures were $1.68 billion (4.0%) below OBM'’s estimate. GRF uses also include
transfers out, which totaled $953.4 million and were $3.3 million (0.3%) above estimate for the
YTD. Total GRF uses for these 11 months were $41.83 billion, $1.68 billion (3.9%) below estimate.

At the end of May, all program expenditures had a negative YTD variance. The negative
YTD variance in program expenditures was mainly driven by Medicaid ($1.23 billion, 5.7%),
Health and Human Services ($116.7 million, 5.5%), Property Tax Reimbursements
(5103.4 million, 5.2%), General Government ($89.0 million, 13.9%), and Justice and Public
Protection ($78.9 million, 2.6%). Other categories with negative YTD variances at the end of May
were Higher Education ($33.3 million, 1.3%), Primary and Secondary Education ($15.2 million,
0.2%), Other Education ($10.6 million, 9.0%), and Debt Service ($1.0 million, 0.1%).

Program expenditures had a negative May variance of $1.44 billion (32.2%), as most
program categories were below their monthly estimates. This outcome was driven by Medicaid
(51.28 billion, 48.7%), Property Tax Reimbursements ($134.7 million, 31.0%), General
Government ($14.9 million, 28.9%), Justice and Public Protection ($13.2 million, 5.8%), Primary
and Secondary Education ($18.1 million, 2.5%), and Higher Education ($14.7 million, 6.3%). The
three remaining categories showed positive monthly variances, including Health and Human
Services ($37.3 million, 27.7%), but amounts for others totaled less than $0.6 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. As previously noted, GRF Medicaid expenditures were
below their monthly estimate in May by $1.28 billion (48.7%) and below their yearly estimate by
$1.23 billion (5.7%). Non-GRF Medicaid expenditures were below their monthly estimate by
$879.4 million (28.5%) and below their yearly estimate by $2.82 billion (11.6%). These monthly
variances were primarily due to unmade Hospital Assistance Payments (HAP), Managed Care Pay
for Performance, and State-Directed Payments (SDP) spending. Together, these delayed
payments accounted for over $2.28 billion of unspent planned expenditures. HAP and SDP
continue to be delayed awaiting approval from the U.S. Centers for Medicare and Medicaid
Services (CMS).

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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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 May of
$2.15 billion (40.9%), and a FY 2026 all-funds negative variance of $3.89 billion (9.6%). Again,
these figures are somewhat skewed by the timing of hospital and performance withholding
payments. DODD had a May all-funds negative variance of $13.6 million (3.2%) and a FY 2026 all-
funds negative variance of $148.9 million (3.0%). 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 $4.84 billion (14.9%) below estimate, with over 84% of this variance coming from the timing
of Pay for Performance, HAP, and SDP spending. All subcategories but ABD Kids had a yearly
negative variance. As in previous months, the negative variances in the service subcategories
were attributed mostly to below forecasted caseload numbers. ODM expects to make payments
for actuarial adjustments to managed care capitation rates during this fiscal year, and this would
offset some of the underspending from lower caseloads. The FFS negative variance of
$396.5 million (3.3%) came from below estimate spending in every subcategory. The other
category with a negative variance was Administration, which was $20.7 million (2.0%) below
estimate. The positive variance in Premium Assistance was $13.7 million (0.9%) 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. After ten months, the difference now totals $1.19 billion.

Medicaid caseload declined in April (the last month of available data) by over 21,000
individuals, the 36™ 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. Since peaking in May 2023 at 3.59 million, Medicaid has shed more than 20% of its
caseload, down to 2.85 million. The decline in the Covered Families and Children (CFC) group
caseload has outpaced that, at 22.4%, and the Expansion group (Group VIII) caseload has declined
29.6%.

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 May, this
category had a positive variance of $37.3 million (27.7%), decreasing the YTD negative variance
to $116.7 million (5.5%). Among various state agencies under this category, DCY was the largest
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contributor to the negative YTD variance. DCY’s expenditure was $81.8 million below its
estimate, accounting for 70.1% of the category’s negative YTD variance.

The positive variance in May was mainly driven by ALI 830500, Early Care and Education,
and ALI 830400, Child Care State/Maintenance Effort. ALI 830500, which supports early care and
education activities including the state’s subsidized childcare programs, exceeded its monthly
estimate by $20.6 million, extending its positive YTD variance to $7.6 million. ALl 830400, which
covers the state’s matching and Maintenance of Effort (MOE) grant requirements for the federal
Child Care and Development Fund, had a positive May variance of $18.6 million, reducing its
negative YTD variance to $1.5 million.

However, the program category’s YTD variance was negative. The largest such variance
through May was ALI 830506, Family and Children Services, which fell below its monthly estimate
by $7.6 million and yielded a YTD negative variance of $23.9 million. This ALl 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.

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. In May, this category had a negative variance
of $134.7 million (31.0%) to reach a negative YTD variance of $103.4 million (5.2%).
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Issue Updates

Ohio Communities Eligible for Up to $136 Million in Brownfield
Remediation Funding in FY 2027
— Tom Wert, Senior Budget Analyst

In FY 2027, up to $136 million will be available statewide for the cleanup and remediation
of industrial, commercial, and institutional properties through the Department of Development’s
(DEV) Brownfield Remediation Program. This includes $109 million in new FY 2027 funding along
with approximately $26.9 million in unclaimed FY 2026 county set aside funds that will revert to
the statewide pool on July 1, 2026. Grants under the program can assist communities in preparing
contaminated or idle properties for new economic development activity, including housing,
commercial redevelopment, or site readiness for future employers.

Awards in FY 2027 will be made through a statewide merit-based process that evaluates
the economic impact of proposed projects, the level of local support, the geographic distribution
of awards, and the readiness of projects to begin work promptly upon award. Unlike FY 2026,
FY 2027 will not include new county level set aside funding; all awards will instead be drawn from
the single statewide pool supplemented by any remaining FY 2026 county balances.

The Brownfield Remediation Program provides grants to assist with the assessment and
cleanup of sites where redevelopment is complicated by known or potential releases of
hazardous substances or petroleum. Eligible uses include remediation, demolition, limited
infrastructure improvements needed to prepare a brownfield for redevelopment, and certain
property acquisition costs. Cleanup applicants must demonstrate legal access to the property,
completion of required environmental assessments, a defined remediation plan, and that the
applicant did not cause the contamination.

Program funding for the FY 2026-FY 2027 biennium was authorized under H.B. 96, which
provided $200 million for brownfield remediation statewide. Of this amount, $88 million
supported FY 2026 activities, including the one-time $1 million county set asides, and
approximately $109 million will go toward FY 2027.

More detailed Program Guidelines (PDF) can be found on the DEV website.

Controlling Board Approves $65.0 Million from DuPont
Settlement for Drinking Water Improvements in Southeast Ohio
— Robert Meeker, Senior Budget Analyst

On April 4, 2026, the Controlling Board approved a $65.0 million request from the Ohio
Environmental Protection Agency (Ohio EPA) to improve drinking water systems (PWS) impacted
by per- and polyfluoroalkyl substances (PFAS) contamination and to restore the environment
near DuPont’s Washington Works facility (Washington County), as required by the terms of a
settlement with DuPont.

The funds will be used as grants and subsidies to local systems in six counties for PFAS
mitigation in drinking water, including planning, design, and construction. Awarded grants will
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allow eligible PWS to install PFAS treatment and, where warranted, develop alternative sources
or extend public service to replace contaminated private wells. The projects are expected to
reduce PFAS exposures in Southeast Ohio communities. The table below shows the number of
projects and the estimated maximum total cost of projects ready to receive funding or under
evaluation by the county as reported by Ohio EPA in the approved Controlling Board request.

Funded PFAS Contamination Remediation Projects by County

Number of Projects | Total Estimated Cost

Washington 6 $31,200,000
Gallia 2 $10,800,000
Meigs 2 $8,000,000
Morgan 2 $5,500,000
Lawrence 1 $5,500,000
Belmont 1 $3,000,000
Total 14 $64,000,000

In November 2023, the state reached a $110.0 million settlement with DuPont to address
contamination stemming from the Washington Works facility. The settlement designates 80% of
funds for Washington Works pollution, 16% for damages from firefighting foam (AFFF), and
4% for natural resource mitigation. After litigation by a third party seeking to intervene, the Ohio
Supreme Court declined review on January 20, 2026, clearing distribution. Settlement proceeds
are directed to the Natural Resource Damages Fund (Fund 3CS0) and Environmental Protection
Remediation Fund (Fund 5410); an initial $65.0 million has been released, with an estimated
$20.0 million remaining after attorney’s fees are deducted from the final settlement amount.

Controlling Board Approves $26.1 Million in Multi-Year Awards
for Choose Ohio First Scholarship Program

— Jason Glover, Senior Budget Analyst

On May 18, 2026, the Controlling Board approved a request from the Ohio Department
of Higher Education (ODHE) to award approximately $26.1 million in Choose Ohio First
scholarships to 59 public and private institutions of higher education across the state to fund
scholarships to new students who enroll from FY 2027 to FY 2031. The 59 institutions were
selected for awards through a competitive grant process based on their recruitment and
retention plans. Awards range from approximately $43,000 for Bluffton University to
approximately $2.4 million for the Ohio State University. Recipient institutions will distribute
scholarships to their students.
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Since 2008, the Choose Ohio First Scholarship Program has provided scholarships to
students pursuing degrees in science (including health sciences), technology, engineering, and
mathematics (STEM) fields or STEM education at one of Ohio’s institutions of higher education.
Subject to certain exceptions, the annual Choose Ohio First Scholarship for an undergraduate or
graduate student must be at least $1,500 but no more than 50% of the highest in-state
undergraduate instructional and general fees charged by all state universities (59,260 for the
2025-2026 academic year). Over the last several years, students enrolled at four-year institutions
have received scholarships averaging approximately $4,300 per year, while those enrolled at two-
year institutions have received scholarships averaging approximately $2,400 per year.

For more information on the Choose Ohio First Scholarship Program, see the Choose Ohio
First Scholarship Program Members Brief (PDF), which may be accessed on LSC’s website.

DEW Allocates $3.2 Million in Federal Funds for Career-
Technical Education Access Grants

— Patrick Campbell, Budget Analyst

In May 2026, DEW announced that $3.2 million in federally funded Career-Technical
Education (CTE) Access grants are available to support the development and implementation of
high-quality, employer-driven manufacturing programs that expand access to in-demand career
pathways for students and adults who are economically disadvantaged. DEW plans to disburse
the two-year competitive grants over FY 2027 and FY 2028 among at least ten applicants, with a
maximum award of $320,000. Applicants must be either (1) the lead district of a career-technical
planning district (CTPD) that is applying to offer satellite programming at any school district or
other public school where CTE manufacturing programs do not exist, or (2) an Ohio Technical
Center. Applicants must demonstrate meaningful engagement with an industry sector
partnership.®> The grants were designed in partnership with the Ohio Manufacturers’ Association
(OMA), a Columbus-based nonprofit that aims to protect and grow Ohio’s manufacturing sector.

Programs funded through the grants will integrate OMA’s WorkAdvance model into CTE
curriculum for students and adults. According to the administration, the model combines
targeted outreach and recruitment, career readiness training, hands-on technical training aligned
with employer needs, work-based learning opportunities, job placement support, and
wraparound services to help students stay on track and succeed. The first year of the grant
(FY 2027) will support program development. First-year funds can be used for recruiting, hiring,
and licensing teachers; purchasing machinery, tools, and other equipment; purchasing
instructional materials; and recruiting students. The second year (FY 2028) will be for program
delivery. Second-year funds can be used for professional development; purchasing machinery,
tools, and other equipment; purchasing instructional materials; recruiting students; and paying
advisor stipends, membership dues, registration, and transportation costs for career-technical
student organizations. Grant recipients can use up to 5% of the funds in each year for the

5 An industry sector partnership consists of groups of businesses in the same industry, workforce
development entities, educational institutions, and others within a region. The partnerships coordinate
workforce development efforts.
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administration and indirect costs of the grant. DEW will accept grant applications until June 12,
2026, and notify recipients of their awards by the end of June.

DEW allocated the money for the grants from federal CTE funds that states may reserve
for grant competitions to foster CTE innovation and promote programs closely aligned with high-
skill, high-wage, or in-demand occupations. The grants will be disbursed from Fund 3L90 ALI
200621, Career-Technical Education Basic Grant, to which H.B. 96 appropriates $56.7 million in
FY 2026 and $58.9 million in FY 2027.

DCY and DEW Award $5.7 Million for Kindergarten Readiness

— Jacob Graffius, Budget Analyst

On May 12, 2026, DCY and DEW awarded approximately $5.7 million to 69 school districts
for the 2026 Ohio Kindergarten Readiness Boot Camp. The Kindergarten Readiness Boot Camp
provides targeted summer programing to children entering kindergarten in the 2026-2027 school
year. Each school district receiving funds will provide at least 75 hours of instruction over at least
four weeks. The instruction must emphasize literary development grounded in the Science of
Reading, foundational math concepts, and executive functioning skills such as cooperation and
self-regulation. Among its goals, the program aims to build familiarity with school routines,
expectations, and learning environments, and to engage families as active partners in the
transition to kindergarten. To be eligible, children must be entering kindergarten in the upcoming
school year and in a family whose household income is at or below 200% of the federal poverty
level. Children with individualized education programs (lIEPs), in foster or kinship care, or
experiencing homelessness are also eligible. Nearly 4,200 students in total across the state will
receive services through the program.

The Ohio Kindergarten Readiness Boot Camp is a partnership between DCY and DEW and
an extension of the state’s preschool program. The Boot Camp is funded under the Early
Childhood Education (ECE) Grant, which provides GRF funding to early care and education
programs. The optional program is open to public school districts currently serving as ECE
grantees. Priority is given to programs with low kindergarten readiness scores. Awards to districts
and educational service centers range from $20,000 to $607,500. Programs can use up to $1,000
per child to provide services. However, up to $1,500 per child may be used if the program applied
to provide specialized services, including licensed intervention specialists or other service
providers (e.g., speech language pathologists, occupational therapists, social workers) to conduct
screening and assessments as needed.

Office of Criminal Justice Services Awards $3.4 Million in
Violent Crime Reduction Grants

— Maggie West, Senior Budget Analyst

On April 17, 2026, the Office of Criminal Justice Services (OCJS), a division of the
Department of Public Safety, announced the award of $3.4 million in Violent Crime Reduction
Grants to 44 local law enforcement agencies in 28 counties to help local communities in reducing
and preventing crime by using promising or proven crime reduction strategies. Award amounts
ranged from a low of $9,338 (Tuscarawas County Sheriff’s Office) to a high of $297,500
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(Mahoning County Sheriff’s Office), with an average award amount of $77,273. Jurisdictions with
a violent crime or domestic violence rate higher than the state average (263 per 100,000
individuals or 658 per 100,000 individuals, respectively) were given priority consideration. A
complete list of award recipients is available on the OCJS website.

Grants may be used to pay for overtime, equipment, training, technical assistance, and
analytical support in one of two program areas: (1) using forensic genetic genealogy to pursue
cold cases, or (2) working with multijurisdictional law enforcement task forces to prevent, reduce,
or eliminate violent crimes associated with drug trafficking, firearms, or both. Funding to support
the grants was provided in H.B. 96 by a $4.0 million earmark of GRF ALI 768425, Justice Program
Services, in each of FY 2026 and FY 2027. The Violent Crime Reduction Grant Program began in
2021 and has awarded more than $87.0 million to over 200 local law enforcement agencies since
its inception.

ODA Accepts 2026 Senior Farmers Market Nutrition Program
Applications

— Ryan Sherrock, Senior Economist

The Ohio Department of Aging (ODA) accepted applications for the Senior Farmers
Market Nutrition Program (SFMNP) from April 22 through May 22, 2026. The program provides
low-income seniors with access to locally grown fruits, vegetables, honey, and herbs. It also
increases the consumption of agricultural goods and helps support farmers markets, roadside
stands, and community agricultural programs. To be eligible, an individual must be at least
60 years of age and have a household income at or below 185% of the federal poverty level. The
benefits are limited and available on a first-come, first-served basis. Each participant will receive
S50 that can be used at authorized farmers markets and roadside stands from May 15 through
November 30, 2026. Participants will be able to use their benefits through a physical card
provided by ODA, a mobile app, or a QR code.

The SFMNP is a federal program administered by the United States Department of
Agriculture’s Food and Nutrition Services Agency. The program has served over 60,000 seniors
and has partnered with over 300 farms, farmers markets, and roadside stands. It is supported by
federal, state, and local funds. Federal regulations allow states to use up to 10% of the federal
grant for program administrative costs. In FFY 2026, Ohio received a total of approximately
$1.4 million. Of this amount, over $1.2 million is to be used for food and close to $140,000 may
be used for administration.® State and local funds, private grants, and in-kind contributions can
be used to cover costs above the federal grant level.

® On September 30, 2025, the federal American Rescue Plan Act (ARPA) funds for the program expired,
returning the overall budget to its original levels.
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Controlling Board Approves $6.4 Million to Fund 50 Additional
Literacy Coaches in FY 2027

— Grace Orians, LSC Fellow

On April 27, 2026, the Controlling Board approved a DEW request to increase the FY 2027
appropriation in Fund 5AQ1 ALl 2006A4, Literacy Improvement, by $6.4 million to support 50
additional literacy coaches during the upcoming 2026-2027 school year. According to DEW, the
additional literacy coaches will serve at least an additional 70 schools. There are currently 97
coaches serving 151 schools in the 2025-2026 school year. Educational service centers manage
the coaches through five competitively bid contracts. The coaches provide literacy supports to
school districts, community schools, and STEM schools with the lowest rates of proficiency in
literacy based on their performance on the English language arts assessments. Literacy coaches
must have training in the Science of Reading and evidence-based strategies for effective literacy
instruction and intervention and implement Ohio’s Coaching Model, as described in Ohio’s Plan
to Raise Literacy Achievement.”

The funds to support the additional coaches come from existing cash in Fund 5AQ1 (the
Literacy Improvement Fund)® that is available due to underspending and DEW'’s shift of literacy
improvement expenditures to one-time federal sources in the previous biennium. The funding in
ALl 2006A4 is in addition to $12.0 million from lottery profits in each of FY 2026 and FY 2027 for
literacy coaches that H.B. 96 appropriated in ALI 2006A7, Literacy Coaches, bringing total literacy
coach funding in FY 2027 to $18.4 million.

7 See page 64 of DEW’s Plan to Raise Literacy Achievement (PDF).

8 Fund 5AQ1 was capitalized in FY 2024 through cash transfers of (1) $160.1 million from the FY 2023 GRF
ending balance and (2) $11.0 million from the School District Solvency Assistance Fund (Fund 5H30).
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Tracking the Economy

— Jorge Valdebenito, Economist
Overview

U.S. real gross domestic product (GDP) grew at a 1.6% annual rate in the first quarter of
2026, which was revised down from 2.0% as reported in last month’s estimate. Annual inflation
increased to 4.2% in May, and the unemployment rate remained unchanged at 4.3% in May.
Official data reports that 172,000 jobs were created in May, marking the third straight month in
which new jobs were created.

Ohio’s labor market strengthened, with the unemployment rate decreasing to 3.9%,
down from 4.1% in March, and nonfarm employment rising by 7,800 jobs in April. The housing
market remains a seller’s market and the median sales price reached $269,900 over the month.

The National Economy

The conflict between the U.S. and Iran that began in late February remains unresolved,
with both countries unable to reach a diplomatic agreement. As of the first week of June, gas
prices remain elevated, averaging $4.16 per gallon, as Iran’s closure of the Strait of Hormuz
restricts global oil supply. According to Moody’s Analytics, U.S. households have spent
approximately $450 more on energy since the conflict began. The Department of
Transportation’s Bureau of Transportation Statistics released U.S. airlines’ April 2026 fuel cost
and consumption numbers indicating total fuel expenditure of U.S. scheduled service airlines was
up 26.2% from March 2026 and up 78.0% from April 2025. According to recent remarks from
Southwest Airlines’ executives, further increases in airfare ticket prices will occur.

U.S. real GDP grew at a 1.6% annual rate in the first quarter of 2026, according to the
revised second estimate published by the U.S. Bureau of Economic Analysis (BEA). This is a
0.4 percentage point reduction from the advanced estimate of 2.0% reported last month. The
reduction is reflecting downward revisions to investment and consumer spending.

The U.S. unemployment rate was unchanged at 4.3% in May, according to the latest
monthly report published by the Bureau of Labor Statistics (BLS). Total nonfarm employment
increased by 172,000 in May, which marks the third consecutive month of notable growth. Job
gains in May concentrated in leisure and hospitality (70,000 jobs), local government (55,000
jobs), and health care (35,000 jobs). The unemployment rate has remained between 4.3% and
4.5% since July 2025. Chart 2 shows the monthly job creation numbers since January 2025. The
data shows that over the first five months of 2026, the economy has created over 387,000 more
jobs than over the same period in 2025.
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Chart 2: Monthly job creation in the U.S. in 2025 and 2026 (in thousands)
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Additionally, the BLS report revised upward the job-creation estimates for March and
April. When the revised figures are viewed in tandem with the recent May results, they show a
growing labor market. On average, the U.S. economy created 188,000 jobs per month since
March, which significantly exceeds the monthly average of 11,000 jobs created over the
12 months prior to March.

Year-over-year inflation rose by 0.5% in May, as measured by the Consumer Price Index
for All Urban Consumers, according to BLS. Inflation increased by 0.9% in March and 0.6% in April,
and on an unadjusted 12-month basis, prices were up 4.2%. Core inflation, which excludes food
and energy, rose by 2.9% over the same period. Food prices increased 3.1% year-over-year, while
energy prices rose by 23.5%. Gasoline has increased 40.5% since May of last year, while electricity
is up 5.9% over the same period.

Disposable personal income (i.e., after-tax income) decreased by 0.1% in April, according
to estimates released by the BEA. Part of the decline in April was due to the absence of economic
aid issued to farmers in the previous month. The U.S. Department of Agriculture disbursed
$11 billion in March for the Farmer Bridge Assistance Program, which is intended to deliver
income support to row crop farmers and offset a portion of projected 2025 losses. Payments to
Ohio farmers were expected to be $318 million according to the American Farm Bureau
Federation. The BEA also reported that personal consumption expenditures (PCE) increased in
April by 0.5%, indicating that spending growth outpaced after-tax income growth for the month.
The monthly change in PCE was driven by higher spending for gasoline and other energy goods,
followed by housing and utilities and then the recreational services category.

The U.S. trade deficit has remained relatively steady for the first four months of 2026. The
U.S. Census Bureau and the BEA announced that the goods and services deficit was $55.9 billion
in April, down $0.7 billion from $56.6 billion in March. April exports totaled $327.1 billion,
$8.3 billion more than in March. Imports reached $383.0 billion, $7.6 billion higher than in
March. The results show that in April, the trade deficit with China decreased $2.6 billion to
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$12.0 billion, due to a 13.1% decrease in imports. Exports from the U.S. to China decreased by
2.0% over the month.

The National Association of Realtors reported that May sales of existing homes increased
by 3.2% from April on a seasonally adjusted annual rate to reach 4.17 million houses sold. On a
year-over-year basis, May home sales increased 3.2% as well. The median U.S. sales price was
$429,300, which was 1.3% higher than in May of last year. The report indicated that there were
1.55 million homes for sale in the U.S., an increase of 3.3% compared to April and 0.6% compared
to May of 2025.

The conflict in Iran continues to exert pressure on mortgage rates as energy driven
inflation spurs investors to demand higher bond yields. Mortgage rates were slowly trending
down prior to the conflict, but rates have reversed course in recent months. According to Freddie
Mac, a government-sponsored enterprise, the average 30-year fixed-rate mortgage (FRM)
slightly decreased to 6.48% in the first week of June. During the same week a year earlier, the
30-year FRM averaged 6.85%. The 15-year FRM averaged 5.79% in early June, which was
0.20 percentage points lower than its level a year ago (5.99%). Both rates remain above their
lows of 5.98% for the 30-year FRM in late February and 5.35% for the 15-year FRM in
mid-February, delineating when mortgage rates halted their downward progress.

The Ohio Economy

During the first week of June, the Federal Reserve Bank of Cleveland published its Beige
Book (PDF). The report indicated that business activity in the Fourth District, which encompasses
all of Ohio and parts of Pennsylvania, Kentucky, and West Virginia, increased moderately in
recent weeks. Employment was mixed during the period, with some employers reducing staff to
adjust to rising costs while others increased their workforce to support ongoing projects. Input
prices rose sharply, particularly for fuel, metals, and other petroleum-based products, forcing
many businesses to raise selling prices. Consumer spending declined as higher fuel costs and
inflation weighed on household budgets. Manufacturing demand strengthened, driven largely by
data center development. Residential and nonresidential real estate activity increased
moderately, supported by data center construction and limited housing inventory, though higher
mortgage rates and elevated project costs continued to constrain regular activity.

Ohio’s unemployment rate improved for the fourth consecutive month in April. The BLS
and ODJFS reported it was 3.9% for the month, down from 4.1% in March. Ohio added 7,800 jobs
in April, increasing its nonfarm employment to 5,687,100. On a year-over-year basis, the state’s
unemployment rate was 0.9 percentage points lower than in April 2025 (4.8%). Chart 3 compares
the seasonally adjusted unemployment rate in April 2026 and April 2025 by neighboring state.
Ohio and most of its contiguous neighbors improved, while only West Virginia had a higher
unemployment rate 12 months ago.

In the housing market (PDF), Ohio home sales totaled 10,535 units in April, a decrease of
3.0% from the same month last year. The median sales price reached $269,900, representing a
7.9% increase from the median value one year earlier, $250,000. Active residential listings
reached 35,037, an increase of 5.5% compared to April 2025, when there were 33,171 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 April with
3.32 months of housing supply, suggesting that Ohio continues to be a seller’s marketplace.
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Chart 3: Year-over-year unemployment rate by state in April 2025 and April 2026 (%)
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