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STATE OF OHIO

COMBINED BALANCE SHEET - ALL FUND TYPES, ACCOUNT GROUPS

AND DISCRETELY PRESENTED COMPONENT UNITS
JUNE 30, 1996
(amounts expressed in thousands)

ASSETS AND OTHER DEBITS
Cash Equity with Treasurer . . ............. e
Cash and Cash Equivalents. . ......... ... ... .. it
INVESIMENLS . . . o
Deposit with Federal Government . .............. ...
Receivables:
TAXOS o vttt
Intergovernmental . . .. ... ...
Premiums and ASSessments. .. ............ ... ..

INVENIONIES . . . o o
FoOod Stamps . . . .. ..
Deposit with Deferred Compensation Plan. ... ..........................
Advances to Other FUNAS. . .. ......... ... e
Restricted Assets:

Cash Equity with Treasurer. . . ........... ...

Cash and Cash Equivalents . ............. ... ... .ccciiiiiiiineinn..

INVESEMENLS. . . . o

Dedicated Investments .. ...... ... .. .. ... ...

Other Receivables. . . . ......... ... e
Fixed Assets (net of accumulated depreciation). .. ... ....................
Other ASSELS. . . . o o
SUIEHIES . . . o ot e et
Amount Available in Debt Service Fund. .. ......... ... .. ... .. ... ... ....
Amount to be Provided for the Retirement

of General Long-Term Obligations . ................... ...,

TOTAL ASSETSAND OTHERDEBITS . .......................

LIABILITIES, FUND EQUITY AND OTHER CREDITS

Liabilities:
Accounts Payable. . ... ... ... .. ...
Medicaid Claims Payable. . .............. ... . ... .. iiiiiiiiin...
Accrued Liabiliies . . .. ... ... .
Intergovernmental Payable . ............. ... ... .. ... . ... .. ... ... ....
Dueto Other FUNS . . . ... .. e
Deferred REVENUES . . ... .. ...
Workers’ Compensation Benefits Payable. . . ...........................
Refund and Other Liabilities. . . . .......... ... . . ..
Liability for Escheat Property . .. ........c. .
Liability for Deferred Compensation. ...................iiuiiininia. .
Liabilities Payable from Restricted Assets . ...................coiuo...
Advances from Other FUnds . ... ........ .. ... i
General Obligation Bonds . .......... ... ... i
Revenue Bonds and NOteS . ............ ...
Special Obligation Bonds . .. ........ ...
Certificates of Participation. . .. ........ ... .. i
Other General Long-Term Obligations. . . ................ ...,

Total Liabilities. . . ... ... ..

Fund Equity and Other Credits:
Investment in General Fixed ASSelS. . . .. ...
Contributed Capital. . . . ........ ...
Net Unrealized Losses on Investments .. .................c.cciuuiena...
Retained Earnings:

Fund Balances:

Reserved for:
Debt SEIVICE . . . . oo
Encumbrances . ... .. ... ...
Budget Stabilization. . .. ......... ... ..
Noncurrent Portion of Loans Receivable. . .. .........................
Pension and Other Postemployment Benefits. . ... ....................
Unemployment Benefits .. ...... .. ... .. . ... . ... ...
Restricted Fund Balances. . . ........... ...,

Unreserved/Designated. . . . .. ... .
Unreserved/Undesignated (Deficits) . .. ............ ... ...,
Total Fund Equity and Other Credits. . .. .............. ..

TOTAL LIABILITIES, FUND EQUITY AND OTHER CREDITS. . ..

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

GOVERNMENTAL FUND TYPES

SPECIAL DEBT CAPITAL
GENERAL REVENUE SERVICE PROJECTS
2277694 $ 1,707,596 $ 115338 $ 483,339
8,137 13,738 2,207 —
— 129,498 294,249 30,873
759,104 259,075 4,159 —
354,897 281,011 — —
12,833 352,983 6,799 93,741
23,574 58,902 1,518 2,783
12,159 20,176 103 453
5,059 30,634 — —
— 302,460 — —
2,995 — — —
991 6,552 — —
3,457,443 3,162,625 424,373 $ 611,189
87,426 212,633 — ¢ 72,192
454,599 — — —
96,224 56,120 677 28
178,649 403,957 — —
33,366 7,158 — 86
158 326,528 111 —
426,815 63,615 1,297 —
— 72,248 — —
1,277,237 7,142,259 2,085 72,306
— — 414,846 —
349,083 1,847,681 — 684,651
828,307 — — —
12,688 286,646 6,799 93,007
158,295 192,803 — 40,866
530,800 — — —
301,033 (306,764) 643 (279,641)
2,180,206 2,020,366 422,268 538,863
3,457,443 $ 3,162,625 $ 424,373 $ 611,189




PROPRIETARY FIDUCIARY
FUND TYPES FUND TYPE ACCOUNT GROUPS
TOTAL TOTAL
GENERAL GENERAL PRIMARY REPORTING
INTERNAL TRUST AND FIXED LONG-TERM GOVERNMENT COMPONENT ENTITY

ENTERPRISE SERVICE AGENCY ASSETS OBLIGATIONS (memorandum only) UNITS (memorandum only)
$ 124,873 $ 40,935 $ 297,834 $ —  $ — 5,047,609 $ 808 $ 5,048,417
244,974 266 105,605 — — 374,927 112,651 487,578
14,472,219 1,705 80,493,295 — — 95,421,839 2,471,836 97,893,675
— — 1,688,357 — — 1,688,357 — 1,688,357
— — 200,155 — — 1,222,493 — 1,222,493
— 1,805 17 — — 637,730 30,413 668,143
2,310,699 — — — — 2,310,699 — 2,310,699
— — — — — 466,356 1,646,229 2,112,585
342,960 46,806 25,894 — — 502,437 354,348 856,785
399 38,563 4,787 — — 76,640 346,177 422817
21,551 20,104 — — — 77,348 41,067 118,415
— — — — — 302,460 — 302,460
— — 714,129 — — 714,129 5,664 719,793
— — 72,248 — — 72,248 — 72,248
7,311 — — — — 7,311 — 7,311
36 1 — — — 3,032 62,853 65,885
— 42,307 — — — 42,307 637,233 679,540
1,460,437 — — — — 1,460,437 — 1,460,437
15,681 — — — — 15,681 — 15,681
368,891 34,430 2,917 3,267,207 — 3,673,445 7,608,610 11,282,055
30,432 398 67 — — 38,440 433,917 472,357
— — 374,295 — — 374,295 — 374,295
— — — — 414,846 414,846 — 414,846
— — — — 6,398,746 6,398,746 — 6,398,746
$ 19,400,463 $ 227,320 $ 83,979,600 $ 3,267,207 $ 6,813,592 $ 121,343,812 § 13,751,806 $ 135,095,618
$ 71,370 $ 22,165 $ 333 $§ — 3 — $ 466,119 $ 164,241 § 630,360
— — — — — 454,599 — 454,599
46,059 10,458 269 — — 209,835 567,014 776,849
357 — 3,433,236 — — 4,016,199 — 4,016,199
50 1,927 41,667 — — 84,254 346,177 430,431
447,014 920 — — — 774,731 159,203 933,934
12,836,888 — — — — 12,836,888 — 12,836,888
1,207,588 — 77,182,751 — — 78,882,066 294,919 79,176,985
— — 59,146 — — 59,146 — 59,146
— — 714,149 — — 714,149 5,664 719,813
1,439,242 — — — — 1,439,242 — 1,439,242
— — — — — 72,248 — 72,248
— — — — 1,304,564 1,304,564 — 1,304,564
208,428 41,340 — — 67,490 317,258 2,157,776 2,475,034
— — — — 4,448,836 4,448,836 — 4,448,836
— — — — 17,740 17,740 17,030 34,770
— — — — 974,962 974,962 — 974,962
16,256,996 76,810 81,431,551 — 6,813,592 107,072,836 3,712,024 110,784,860
— — — 3,267,207 — 3,267,207 6,774,372 10,041,579
— 35,230 — — — 35,230 — 35,230
1,953,039 — — — — 1,953,039 — 1,953,039
130,188 294 — — — 130,482 — 130,482
1,060,240 114,986 — — — 1,175,226 909,833 2,085,059
— — — — — 414,846 — 414,846
— — — — — 2,881,415 — 2,881,415
— — — — — 828,307 — 828,307
— — — — — 399,140 — 399,140
— — 447,675 — — 447,675 — 447,675
— — 1,934,061 — — 1,934,061 — 1,934,061
— — — — — — 1,513,000 1,513,000
— — 72,248 — — 464,212 — 464,212
— — — — — 530,800 767,263 1,298,063
— — 94,065 — — (190,664) 75,314 (115,350)
3,143,467 150,510 2,548,049 3,267,207 — 14,270,976 10,039,782 24,310,758
$ 19,400,463 $ 227,320 $ 83,979,600 $ 3,267,207 $ 6,813,592 $ 121,343,812 $ 13,751,806 $ 135,095,618




STATE OF OHIO

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES

ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 1996

(amounts expressed in thousands)

REVENUES:
INCOME TaXES. . ..o
Sales TaxXes . . ...
Corporate and Public Utility Taxes . . . .. ... ..
Motor Vehicle Fuel Taxes. . ............. ... iiuiiian..
Unemployment Taxes. .. ...
Other TAXES . . ..o oot e e et
Licenses, Permitsand Fees . . ... ............c.. . uiiuin..
Sales, Servicesand Charges.. .. ............ ...
Federal Government. . . ............ ..

EXPENDITURES:
CURRENT:
Primary, Secondary and Other Education . ...................
Higher Education Support. . . .......... .. ... .. .. . .
Public Assistance and Medicaid. . ..........................
Health and Human Services. . . .............c.c. ...
Justice and Public Protection . . .. .......... .. ... . ..0c......
Environmental Protection and Natural Resources .. ............
Transportation. . .. ... ... ...
General Government . ... ....... ...
Community and Economic Development . . ...................

INTERGOVERNMENTAL. . . . . ... s
CAPITAL OUTLAY . . . e
DEBTSERVICE . . . ... ... . . i

TOTAL EXPENDITURES . . ........ ... .. . i

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

OTHER FINANCING SOURCES (USES):
Bond and Certificates of Participation Proceeds . ..............
Current Refunding Bond Proceeds. . . .......................
Payment to Refunded Bond Escrow Agents. .. ................
Capital Leases . . .......... ..
Operating Transfers-in . . ............ ...,
Operating Transfers-out . . .. .......... ...
Operating Transfers to Component Units. ... .................

TOTAL OTHER FINANCING SOURCES (USES). . . ..............
EXCESS (DEFICIENCY) OF REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES
AND OTHER FINANCING USES . . . .........................

FUND BALANCES, JULY 1. . . .. . e e
Decrease for Changes in Inventories . . .. ....................
Residual Equity Transfers-out .. ........... ... ...,

FUND BALANCES, JUNE 30............................

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

GOVERNMENTAL FUND TYPES

SPECIAL DEBT
GENERAL REVENUE SERVICE
5268111 § 622,476  $ —
4,750,430 252,594 —
1,731,956 99,344 —
— 1,259,659 72,635
802,912 39,776 —
89,249 670,211 46,145
64,693 41,824 —
3,672,610 4,762,877 404
302,772 284,014 26,805
16,682,733 8,032,775 145,989
3,835,016 1,416,789 —
304,752 118,721 —
6,393,001 1,543,577 —
908,717 1,424,866 —
1,211,139 376,887 —
98,571 188,416 —
35,303 1,283,817 —
281,664 90,332 —
102,044 220,432 —
898,190 1,568,947 —
1,969 87,057 —
1,428 — 907,706
14,071,794 8,319,841 907,706
2,610,939 (287,066) (761,717)
10,159 15,000 —
— — 10,994
— — (10,994)
335 1,890 —
93,457 1,686,192 761,098
(807,457) (885,832) (29,558)
(1,359,487) (1,961) —
(2,062,993) 815,289 731,540
547,946 528,223 (30,177)
1,656,135 1,499,754 452,465
(889) (7,611) —
(22,986) — —
2,180,206 $ 2,020,366 $ 422,288




FIDUCIARY
FUND TYPE

CAPITAL
PROJECTS

EXPENDABLE
TRUST

TOTAL

(memorandum

only)

943,083

12,924
171,431

5,890,587
5,003,024
1,831,300
1,332,294
943,083
842,688
805,605
106,517
8,448,815
825,888

1,127,438

26,029,801

795,430

787,838

5,251,805
423,473
7,936,578
3,121,421
1,588,026
286,987
1,319,120
390,162
323,277
2,467,137
884,456
909,134

796,231

806,004

24,901,576

(755,365)

321,434

1,128,225

765,345

199,713
(209,614)

790,504
10,994
(10,994)
2,225
2,740,460
(1,932,461)
(1,361,448)

755,444

239,280

79

545,064

(6,260)

321,434

1,778,940

1,367,505

5,932,358
(8,500)
(29,246)

538,883

$

2,100,374

$

7,262,117




STATE OF OHIO

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

GENERAL, SPECIAL REVENUE AND DEBT SERVICE FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 1996

(amounts expressed in thousands)

GENERAL FUND

VARIANCE
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)
REVENUES:
INCOME TAXES oot aaaans $ 5,185,603 $ 5,262,838 $ 77,235
SAIES TAXES e, 4,709,901 4,739,476 29,575
Corporate and Public Utility TaXES .......cccceueeeicceeasieeeiiaesieeseeen 1,687,302 1,735,622 48,320
Motor Vehicle FUEI TAXES ... — — —
ONBI TAXES .ottt sassenes 783,306 802,913 19,607
Licenses, Permits and FEES ...........ccovuueeeeeeeeaaaaaeeeeeeeeeeeeeeecenan, 96,437 96,490 53
Sales, Services and Charges ...........cccccccceceecoiiceiseicceeecee 54,156 56,096 1,940
Federal GOVEINMENT ... 3,700,832 3,703,936 3,104
(014 1=] RN 417,443 442,147 24,704
TOTAL REVENUES ..........cooooeeeeeeeeeeeeeeeeeeeeeeeeee s 16,634,980 16,839,518 204,538
BUDGETARY EXPENDITURES:
CURRENT:
Primary, Secondary and Other Education ................ccccccccceucn... 3,927,243 3,913,217 14,026
Higher Education Support ...........cccccccu..... 1,680,974 1,671,144 9,830
Public Assistance and Medicaid 6,624,249 6,443,795 180,454
Health and Human Services ....... 949,380 930,150 19,230
Justice and Public Protection 1,218,694 1,193,236 25,458
Environmental Protection and Natural Resources ....................... 119,380 114,360 5,020
TranSPOIALION ..........eee e 35,827 35,723 104
General GOVEIMMENT ..........ueeeeeeeeeeeeaeeeeeeeeeeeeeeeeeeeeeeeaeaaaaann 418,116 368,555 49,561
Community and Economic Development ...............cccooeevioienccn. 126,402 121,780 4,622
INTERGOVERNMENTAL ... 890,752 884,645 6,107
CAPITAL OUTLAY .............. 10,763 881 9,882
DEBT SERVICE ...........oooeeoeeeeeeeeeeeeeeeeeee et 739,928 688,806 51,122
TOTAL BUDGETARY EXPENDITURES ............ccooovvoveeeeevoreeeeeeeeen 16,741,708 16,366,292 375,416
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) BUDGETARY EXPENDITURES .............cccccovvvvveeeenn. (106,728) 473,226 579,954
OTHER FINANCING SOURCES (USES):
BONA PrOCEEAS ...t — — —
Operating Transfers=iN ............cocuuuveeeioieesei e 51,400 99,349 47,949
Operating Transfers-0Ut ............ccccccecoeeoieoeeceeeeee e (54,055) (119,473) (65,418)
Encumbrance REVEISIONS ............ccoeeeeeeeeeeeeeeeaaeaeeee e, — 71,858 71,858
TOTAL OTHER FINANCING SOURCES (USES) ...........cccccovvvveeaann. (2,655) 51,734 54,389
EXCESS (DEFICIENCY) OF REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) BUDGETARY EXPENDITURES
AND OTHER FINANCING USES ...........cooooeoeoeeeeeeeeeeseeeeeoeeeeeeeeeean (109,383) 524,960 634,343
UNRESERVED, UNDESIGNATED BUDGETARY
FUND BALANCES (DEFICITS), JULY T ... 177,773 177,773 —
Increase in Budgetary Designations ................ccccccecoeecoeecceceenncnnn. (321,577) (321,577) —
UNRESERVED, UNDESIGNATED BUDGETARY
FUND BALANCES (DEFICITS), JUNE 30 ..............coocoooveeeeroreererereenn. (253,187) 381,156 634,343
Budgetary Designations, Jun 30 ...........c..ccccccoeicieiincnnicacenc. 1,472,688 1,472,688 —
BUDGETARY FUND BALANCES (DEFICITS),
JUNE 30 ...........ooeeeeeeeeeeeeeeeeeeeeeeee et $ 1,219,501 $ 1,853,844 $ 634,343

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



SPECIAL REVENUE FUNDS DEBT SERVICE FUNDS

VARIANCE VARIANCE
FAVORABLE FAVORABLE
BUDGET ACTUAL (UNFAVORABLE) BUDGET ACTUAL (UNFAVORABLE)
$ 621,89 $ 621,89 $ — $ — $ — $ —
251,888 251,888 — — — —
99,528 99,528 — — — —
1,183,904 1,183,904 — 69,720 69,720 —
40,140 40,140 — — — —
835,308 835,308 — 46,742 46,742 —
29,073 29,073 — — — —
4,187,841 4,187,841 — — — —
452,495 452,495 — 102,876 102,876 —
7,702,073 7,702,073 — 219,338 219,338 —
1,600,373 1,581,836 18,537 — — —
44,294 41,602 2,692 — — —
2,076,008 1,327,948 748,060 — — —
1,759,396 1,558,994 200,402 — — —
460,397 398,898 61,499 — — —
245,759 200,087 45,672 — — —
1,636,928 1,455,655 181,273 — — —
109,679 95,265 14,414 — — —
416,638 329,067 87,571 — — —
1,793,859 1,737,888 55,971 — — —
250,546 131,055 119,491 — — —
20,199 13,435 6,764 221,859 215,429 6,430
10,414,076 8,871,730 1,542,346 221,859 215,429 6,430
(2,712,003) (1,169,657) 1,542,346 (2,521) 3,909 6,430
15,000 15,000 — 609 609 —
1,752,636 1,752,636 — 71,402 71,402 —
(940,796) (940,796) — (74,902) (74,902) —
267,119 267,119 — — — —
1,093,959 1,093,959 — (2,891) (2,891) —
$ (1,618,044) (75,698)  $ 1,542,346 $ (5,412) 1,018 $ 6,430
(474,163) 114,320
(549,861) 115,338

$  (549,861) $ 115,338



STATE OF OHIO

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES

IN RETAINED EARNINGS

ALL PROPRIETARY FUND TYPES

AND DISCRETELY PRESENTED COMPONENT UNITS
FOR THE FISCAL YEAR ENDED JUNE 30, 1996

(amounts expressed in thousands)

PROPRIETARY
FUND TYPES
TOTAL
PRIMARY
GOVERNMENT
INTERNAL (memorandum
ENTERPRISE SERVICE only)
OPERATING REVENUES:
Charges for Sales and Services. . . .............c.cciuio... $ 2,736,060 $ 291,551 $ 3,027,611
Premium and Assessment Income. . .............. ... ..c.c.... 2,300,888 — 2,300,888
InvestmentIncome. . ........... . . . . . ... 1,128,877 — 1,128,877
OLher. . o 36,844 6,329 43,173
TOTAL OPERATINGREVENUES . . .. .........cccoieeenn... 6,202,669 297,880 6,500,549
OPERATING EXPENSES:
Costs of Sales and Services. . . ........ ... . . ... 216,852 158,409 375,261
Administration. . . ... ...... .. . . . e 202,453 97,225 299,678
Bonuses and CommissSions . . .............uuuiiuunennn. 145,592 — 145,592
PriZes . . o 1,363,071 — 1,363,071
Benefitsand Claims . .. ...........c.. i 2,142,083 — 2,142,083
Depreciation . . ... ...... ... 33,641 20,484 54,125
(@7 =7 165,441 9,633 175,074
TOTAL OPERATING EXPENSES . . . ... ........ ... ..., 4,269,133 285,751 4,554,884
OPERATINGINCOME . . .......... ..., 1,933,536 12,129 1,945,665
NONOPERATING REVENUES (EXPENSES):
InvestmentIncome . . ....... ... . . . . ... 263 1,820 2,083
Interest EXPENnse. . . . ... o — (3,649) (3,649)
Federal Grants . . . ... . . — — —
(@7 =7 (2,096) (621) (2,717)
TOTAL NONOPERATING REVENUES (EXPENSES) . ............ (1,833) (2,450) (4,283)
INCOME BEFORE OPERATING TRANSFERS . . ................... 1,931,703 9,679 1,941,382
OPERATING TRANSFERS:
Operating Transfers-in . . ............ .. ... — 40,817 40,817
Operating Transfers-out . . .. .........c.. e, (810,223) (34,213) (844,436)
Operating Transfers from Primary Government.. . .............. — — —
TOTAL OPERATING TRANSFERS . . . . .. .......... ... (810,223) 6,604 (803,619)
NETINCOME . . ... ... ... .. e e it 1,121,480 16,283 1,137,763
RETAINED EARNINGS, JULY 1. . . .. . . e et 68,948 98,997 167,945
RETAINED EARNINGS, JUNE 30. . ...................... $ 1,190,428 § 115280 $ 1,305,708

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




COMPONENT

UNIT
TOTAL
OHIO REPORTING
WATER ENTITY
DEVELOPMENT (memorandum
AUTHORITY only)
$ 91,717  § 3,119,328
— 2,300,888
32,503 1,161,380
1,451 44,624
125,671 6,626,220
65,775 441,036
5,372 305,050
— 145,592
— 1,363,071
— 2,142,083
82 54,207
— 175,074
71,229 4,626,113
54,442 2,000,107
— 2,083
— (3,649)
155,681 155,681
581 (2,136)
156,262 151,979
210,704 2,152,086
— 40,817
— (844,436)
1,961 1,961
1,961 (801,658)
212,665 1,350,428
697,168 865,113
$ 909,833 $ 2215541




STATE OF OHIO

COMBINED STATEMENT OF CASH FLOWS

ALL PROPRIETARY FUND TYPES AND DISCRETELY PRESENTED COMPONENT UNITS
FOR THE FISCAL YEAR ENDED JUNE 30, 1996

(amounts expressed in thousands)

COMPONENT
UNIT
TOTAL OHIO TOTAL
PRIMARY WATER REPORTING
INTERNAL GOVERNMENT DEVELOPMENT ENTITY
ENTERPRISE SERVICE (memorandum only) AUTHORITY (memorandum only)
CASH FLOWS FROM OPERATING ACTIVITIES:
Operating INCOME ............cccooicuiiiiieiee e $ 1,933,536 $ 12,129 $ 1,945,665 $ 54,442 $ 2,000,107
Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities:
Investment INCOME .............c.ccceiviiiiieiieeee e (1,128,877) — (1,128,877) (32,503) (1,161,380)
Depreciation ... 33,641 20,484 54,125 82 54,207
Provision for Uncollectible ACCOUNTS ...........cccccceeceieccnceeeiaeenee. 43,602 — 43,602 — 43,602
Amortization of Premiums and DisScounts ..............ccccceveeceencnne. (7,658) — (7,658) 887 (6,771)
Interest on Bonds, Notes and Capital Leases ............cccccccecuennc.. 9,947 — 9,947 64,888 74,835
OBNEI ... — — — 1,341 1,341
Decrease (Increase) in Assets:
Intergovernmental Receivables ................ccccccocoeeiniccciciieieieeec — (125) (125) — (125)
Premiums and Assessments Receivable .... 110,441 — 110,441 — 110,441
Loans, Nt .........ccceeeeeeeeeieeeeeeee — — — (204,892) (204,892)
Other RECEIVADIES ............ccccucuiiiicicicicieieeseee ettt (82,188) 2,328 (79,860) 172 (79,688)
Due from Other FUNGS ...........cccccururiiirieieieeccceeeeee s 130 (13,638) (13,508) (203) (13,711)
Inventories ....................... 489 694 1,183 — 1,183
Other Assets 1,049 (58) 991 — 991
Increase (Decrease) in Liabilities:
ACCOUNES PAYADIE ... (22,618) (6,404) (29,022) 9,236 (19,786)
ACCIUEA LIADINHES ...t (2,384) 140 (2,244) — (2,244)
Intergovernmental Payable ................c.ccwurreeiurnceesieisnsieinesineneananes (28) (1,800) (1,828) — (1,828)
Due to Other Funds ................. (407) 283 (124) 203 79
Deferred REVENUES ............cceeeeeucuceccenan (135) (38) (173) — (173)
Workers' Compensation Benefits Payable .............c.cccccocvoeerevcernecnnns. 219,212 — 219,212 — 219,212
Refund and Other LIabilities ..............ccc.ccccuecnicisioirisiceeiceceenns 63,415 — 63,415 (674) 62,741
Liabilities Payable from Restricted ASSELS ..........cccoirereeereneaerisinnenens (25,479) — (25,479) — (25,479)
NET CASH FLOWS PROVIDED (USED) BY
OPERATING ACTIVITIES ..., 1,145,688 13,995 1,159,683 (107,021) 1,052,662




CASH FLOWS FROM NONCAPITAL

FINANCING ACTIVITIES:

Operating Transfers=iN ............cocuuuvoeeioieesei e
Operating Transfers-0UL ...........cccuewcoieieiieeiei e
Operating Transfers from the Primary Government .......................
BONA ProCEEAS .........oooeeeieeeeee ettt
Federal Grants ...t
Retirement of Revenue Bond Principal ...............ccccccooveecceecceccnnee.
INTErESt P .......ccoeeeieieee et

NET CASH FLOWS PROVIDED (USED) BY
NONCAPITAL FINANCING ACTIVITIES ...........cccoooiiicicce,

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:
Principal Payment on Bonds ...............cccooveeoiiiiicciiceceeeeee
INTErESt P .......ccoeeeieieee e
Principal Receipts on Capital Leases .............cccccccverceecceceenncne.
Acquisition and Construction of Capital ASSets ...........ccccccceeuenn...
Proceeds from Sales of Fixed ASSEtS ..........ccccccoeeceecenceecieeenee.
Principal Payments on Capital Leases ..............ccccccccoeceeccnncnnee.

NET CASH FLOWS USED BY
CAPITAL AND RELATED FINANCING ACTIVITIES...........................

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from the Sales and Maturities of Investments ................
Purchase of INVESIMENLS ............oeeeeeeeeeeaeeeeeeeeeeeeeeeeeeeeeeeeae .
Investment Income ReCeiVed ...............ccoueeeeeeeaaeeeeeeeeeceeeeaannn.
NET CASH FLOWS PROVIDED (USED) BY

INVESTING ACTIVITIES ...........ccooiieee e

NET INCREASE (DECREASE)
IN CASH AND CASH EQUIVALENTS .............ccoccoe.

CASH AND CASH EQUIVALENTS, JULY 1 ......cccoeveees
CASH AND CASH EQUIVALENTS, JUNE 30 .......................

(a) Cash and cash equivalents (included in the $176,312 reported for discretely presented component units) $1,766

NONCASH INVESTING, CAPITAL AND FINANCING ACTIVITIES

Acquisition and Construction of Capital ASSets ...........ccccccceeucnne..
Forgiveness of Interfund AQvances ..............ccooueoeeveoiesceesceeaen.
INCREASE IN CONTRIBUTED CAPITAL .........c.ooovieeeeeeeee

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

— 40,817 40,817 — 40,817
(810,223) (34,213) (844,436) — (844,436)
— — — 366 366

— — — 432,382 432,382

— — — 156,265 156,265

— — — (65,940) (65,940)

— — — (58,202) (58,202)

— — — (4,876) (4,876)
(810,223) 6,604 (803,619) 459,995 (343,624)
(2,000) (2,602) (4,602) — (4,602)
(9,947) (3,279) (13,226) — (13,226)

— 2,547 2,547 — 2,547
(22,393) (3,303) (25,696) (150) (25,846)
62 6 68 — 68
(8,141) (964) (9,105) — (9,105)
(42,419) (7,595) (50,014) (150) (50,164)
8,270,381 — 8,270,381 7,318,021 15,588,402
(9,773,740) (748) (9,774,488) (7,701,115) (17,475,603)
1,135,857 1,806 1,137,663 30,676 1,168,339
(367,502) 1,058 (366,444) (352,418) (718,862)
(74,456) 14,062 (60,394) 406 (59,988)
451,650 27,140 478,790 1,360 480,150
377,194 $ 41,202 $ 418,396 1,766 'Y $ 420,162
— $ 6,260 $ 6,260 — $ 6,260

— 22,986 22,986 — 22,986

— § 29,246 § 29,246 — § 29,246




STATE OF OHIO

STATEMENT OF CHANGES IN PLAN NET ASSETS
PENSION TRUST FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 1996

(amounts expressed in thousands)

STATE HIGHWAY PATROL RETIREMENT SYSTEM

POST-
PENSION EMPLOYMENT TOTAL
ADDITIONS:
Contributions:
EMPIOYEL oottt $ 10,775 $ 3,114 13,889
EMPIOYEES ... 7,304 — 7,304
Other CONIDULIONS .........eeeeeeeeeeeeeeeee e 198 8 206
Total ContribULIONS ..........cccoeeeeeeeeeeeeeeeeeeeeeeeeeeeeieeeaeas 18,277 3,122 21,399
Investment Income:
Net Appreciation in Fair Value of Investments ...................... 55,373 9,733 65,106
L1022 S 10,787 1,896 12,683
1010 (=] Lo - I 3,093 544 3,637
Other Investment INCOME ..........ccoeeeeeeeeeeeeeeeeieeeeeeeeeeein 447 78 525
Total Investment INCOME ..........ccceeeeeeeeeeeieeeeeeeeeeeeeenn 69,700 12,251 81,951
(01 1=T [ 1e7o 4 1= 20 3 23
TOTAL ADDITIONS ........ooooeoeeeeeeeeeeeeeeeseeseeseeeeeeeeeee e s 87,997 15,376 103,373
DEDUCTIONS:
Benefits @nd ClaimS ..........ccouueeeeeeeiieeeeeeeeeeeeeeeeeeee e 13,607 1,959 15,566
Refunds of Employee Contributions ..............ccccceeuevoerevcceeennne. 208 — 208
AdmInNiStrative EXPENSES ......cccueeeeeeeeeeeeeaaaeeeeeeeieeaaaa e 1,657 291 1,948
TOTAL DEDUCTIONS ... 15,472 2,250 17,722
NETINCREASE ...t sesesees s 72,525 13,126 85,651
FUND BALANCE RESERVED FOR EMPLOYEES' PENSION
AND POSTEMPLOYMENT HEALTHCARE BENEFITS
JULY 1 (as restated) 307,428 54,596 362,024
JUNE 30.........ccoooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e, $ 379,953 $ 67,722 447,675

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



STATE OF OHIO

STATEMENT OF CHANGES IN FUND BALANCE

DISCRETELY PRESENTED COMPONENT UNITS - COLLEGE AND UNIVERSITY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 1996

(amounts expressed in thousands)

REVENUES AND OTHER ADDITIONS:
Unrestricted Current FUNA REVENUES ..........eeeeeeeeeeeeeeeeeeeeeeeaeaaeeeeeeeeeeecean
Local Appropriations-RestriCted ..o
Federal Grants and Contracts-Restricted ...........uuuweeeeeeeeeeeeiieieeeeaaaeeeeen.
State Grants and Contracts-Restricted ..............cccocuveeeeceeeeeesciieneeaannn,
Local Grants and Contracts-ReStriCted ...
Private Gifts, Grants and Contracts-Restricted ............cccccoeeeeeeeeccccccrereeenan...
Endowment InCOME-RESHICIEQ ..........eeeeeeeeaaaaeeeeeeeeeeeeeeeeeeeeeeeeeeeeeea
Investment Income-Restricted
Realized Gain on Investments-Restricted (Net) ............cccoeeeeciiccnccnceee.
Interest on Loans RECEIVADIE ...............uueeeeeeeeeaaaeeeeeeeeeeeeeeeeeeeeeeeee e,
Investment in Plant-AdQitioNS ...
Matured Annuity & Life Income Restricted to Endowment
(01 1=

TOTAL REVENUES AND OTHER ADDITIONS .............c.ccoooveiiiiiiicicieieeceeee

EXPENDITURES AND OTHER DEDUCTIONS:
Educational and General EXpenditures ................ccccceioecieeniicceciciceeee
Auxiliary Enterprises Expenditures
Hospital EXPENAIIUIES ............ccccoiiiiieeeeeee e
Indlirect COStS RECOVEIEQ ...........ooeieieiiieeee e
Grant Refunds and AQJUSIMENTS ............cccoceiiiiioiieeece e
Loan Cancellations and WIt€-0ffS ........ccceeeruieeiieeeee e
Administrative and Collection COSES .........ccoiwcueeeiiieiiiesie e
Expended for Plant FaCilities ..............cccccooeoeiiieiieiieeeeeeeeeeeeee e
Retirement of INAEDIEANESS .........oocueeeiiieiieeeee e
Interest on Indebtedness ............cccoevveeceeennne.
Investment in Plant-Deductions
Matured Annuity & Life Income Restricted to Endowment .............ccccoceveennee..
(@141 S

TOTAL EXPENDITURES AND OTHER DEDUCTIONS ..............ccccccvvviiniiinnann.

TRANSFERS:
Operating Transfers from Primary GOVEIrNMENt ............cccooeoeeeeeesceeeaieeeineenas

NET INCREASE FOR THE YEAR ...........ccoooiieeee e

FUND BALANCE AND OTHER CREDITS, JULY 1 ........cccoovvvmemiiernnericncinneeseaseeneenas
FUND BALANCE AND OTHER CREDITS, JUNE 30 ...........................

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

TOTAL
COMPONENT
UNITS

$ 2603319
50,470
416,608
82,275
4,612
305,456
21,447
25,525
91,530
4,475
542,355
2,230
61,500

4,211,802

3,466,648
467,934
505,105

66,274
2,542
2,992
2,824

128,007

63,440

42,862

90,676
2,247

10,270

4,851,821

1,362,787

722,768

8,407,181
$ 9129949



STATE OF OHIO

STATEMENT OF CURRENT FUNDS REVENUES, EXPENDITURES AND OTHER CHANGES
DISCRETELY PRESENTED COMPONENT UNITS - COLLEGE AND UNIVERSITY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 1996

(amounts expressed in thousands)

TOTAL
COMPONENT
UNITS
REVENUES:
Tuition, Fees and Other Student CRArges ...........cocueveeerceesceesiiesee e $ 1,261,652
Local APPIOPIIALIONS ...........cccueiueiieeeeee e 49,993
Federal Grants and CONIACES ..........ueeeeeeeeeeeaeeeeeeeeeeeeeeeeeeeeeeeeeeaee e 413,625
State Grants and Contracts 81,679
Local Grants and Contracts 6,198
Private Gifts, Grants and CONIACES .........ueeeeeeeeeeeaaeeeeeeeeeeeeeeeeeeceeeeeeeaann 217,756
ENAOWMENT INCOME ... 46,844
SAIES ANA SEIVICES ... 1,082,208
Temporary Investment INCOME ...........c.ccceieeriiiieieeceeeeee e 48,722
OUNBE SOUICES ..ottt aaaeaaaaaaaens 113,614
TOTAL REVENUES ... 3,322,291
EXPENDITURES AND MANDATORY TRANSFERS:
EDUCATIONAL AND GENERAL:
Instruction and Departmental Research 1,482,442
Separately Budgeted Research ..................... 321,741
PUDIIC SEIVICE e 219,221
Academic SUPPOIt .........cccooceecieciieciiiieeeeeee 324,401
SHUABNE SEIVICES ..ottt eeeeeeeeaeaaeaaaaaaean 188,640
INSHUtIONAl SUPPOIT ... 328,373
Operation and Maintenance of Plant 264,711
Scholarships and FElOWSHIDS ............cccoooiiiiiiiieeee e 321,974
Other Educational and GENEral ................ccoeeeeneeeeeeeeaaaeeeeeeeeeeeeceeenn 12,340
TOTAL EDUCATIONAL AND GENERAL .............ooeeeeeeeeeeeeeeeeeeeeeeeeeeeeee, 3,463,843
AUXILIARY ENTERPRISES ..., 467,978
HOSPITALS ...............eeeeeeeeeeeeeeeeeeeeeee el 504,761
TOTAL EXPENDITURES .... 4,436,582
MANDATORY TRANSFERS, NET:
PrincCipal @nd INTEIEST ..........oo ettt 89,876
Renewals and Replacements .............ccueueieicieeeeeie e 4,336
Student Loan Matching Grants ...........cccooceeeioeeesiie e 1,086
(01 1= 1
TOTAL MANDATORY TRANSFERS, NET ..........coooooooeeeeieeeeeeeee e 95,299
TOTAL EXPENDITURES AND MANDATORY TRANSFERS .............cccccccvvveennnnnn. 4,531,881
OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS):
OPERATING TRANSFERS FROM PRIMARY GOVERNMENT ................ccccoeeeeeeeee. 1,357,675
NONMANDATORY TRANSFERS, NET:
Capital IMProVemMENts ............c.coci e (71,615)
(01 1= 13,980
ADDITIONS/(DEDUCTIONS):
Excess of Restricted Receipts over Transfers to Revenue ............................. 93,004
Indirect CoStS RECOVEIEd .............cociiuiiiiieeeieee e (66,226)
(01 1= 13,686
TOTAL OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS) ..............c.cccc...... 1,340,504
NET INCREASEINFUNDBALANCE ..., $ 130914

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

NOTES TO THE FINANCIAL STATEMENTS JUNE 30, 1996

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the State of Ohio present the financial position of the various fund types
and account groups, the results of operations of the various fund types, and the cash flows of the proprietary funds.
The financial statements, as of June 30, 1996, and for the year then ended, conform with generally accepted
accounting principles (GAAP) as applied to governments. The Governmental Accounting Standards Board
(GASB) is the standard-setting body for establishing governmental accounting and financial reporting principles.
The GASB's Codification of Governmental Accounting and Financial Reporting Standards (GASB Codification)
documents these principles. The State's significant accounting policies are as follows.

A. Financial Reporting Entity

For financial reporting purposes, the State of Ohio's primary government includes all funds, account groups, elected
officials, departments and agencies, bureaus, boards, commissions, and authorities that make up the State's legal
entity. Component units, legally separate organizations for which the State's elected officials are financially
accountable, also comprise, in part, the State’s reporting entity.

GASB Statement No. 14, The Financial Reporting Entity, defines financial accountability. The criteria for
determining financial accountability include the following considerations: 1) appointment of a voting majority of an
organization's governing authority and the ability of the primary government to either impose its will on that
organization or the potential for the organization to provide specific financial benefits to, or impose specific
financial burdens on, the primary government, or 2) an organization is fiscally dependent on the primary
government. Information for obtaining complete financial statements for the State's component units is available
from the Ohio Office of Budget and Management.

1. Blended Component Units

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

2. Discretely Presented Component Units
The component units’ columns in the combined financial statements include the financial data of the following

organizations. The separate discrete column labeled, “Component Units,” emphasizes these organizations'
separateness from the State's primary government.

Proprietary: Ohio State University State Community Colleges:
Ohio Water Ohio University Cincinnati State Community College
Development Authority Shawnee State University Clark State Community College
University of Akron Columbus State Community College

Colleges and Universities:

State Universities:

Bowling Green State University
Central State University
Cleveland State University
Kent State University

Miami University

University of Cincinnati
University of Toledo

Wright State University
Youngstown State University

Medical Colleges:
Medical College
of Ohio at Toledo

Edison State Community College
Northwest State Community College
Owens State Community College
Southern State Community College
Terra State Community College
Washington State Community College
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STATE OF OHIO
NOTES TO THE FINANCIAL STATEMENTS JUNE 30, 1996

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
3. Joint Ventures and Related Organizations

As discussed in more detail in NOTE 22, the State participates in several joint ventures and has related
organizations. The State does not include the financial activities of these organizations in its financial statements.

B. Basis of Presentation — Fund Accounting

The State of Ohio uses funds and account groups to report its financial position and results of operations. A fund
is an independent fiscal and accounting entity with a self-balancing set of accounts. Fund accounting segregates
funds according to their intended purpose and is used to aid management in demonstrating compliance with finance-
related legal and contractual provisions. An account group is an accounting device to account for certain assets and
liabilities of the governmental funds not recorded directly in those funds.

Primary government and component unit funds fall into four categories: governmental, proprietary, fiduciary, and
college and university.

1. Primary Government

In the primary government's financial statements, each fund category is divided into separate “fund types,” which
are described along with the two account groups, as follows:

Governmental Fund Types

General — The General Fund, the State’s primary operating fund, accounts for resources traditionally associated
with government, which are not required legally or by sound financial management to be accounted for in another
fund.

Special Revenue — The special revenue funds account for revenue sources that are legally restricted to expenditure
for specific purposes.

Debt Service — The debt service funds account for the accumulation of resources for the payment of general long-
term debt principal and interest.

Capital Projects — The capital projects funds account for the acquisition of fixed assets and construction of major
capital facilities and for major repairs and replacements other than those financed by proprietary or trust funds.

Proprietary Fund Types

Enterprise — The enterprise funds account for operations that are financed and operated in a manner similar to
private business enterprises — where the State's intent is that the costs of providing goods or services to the general
public on a continuing basis be financed or recovered primarily through user charges; or where the State has
decided that periodic determination of net income is appropriate for accountability and other purposes. The
enterprise funds include the Ohio Bureau of Workers' Compensation for its fiscal year ended December 31, 1995.

Internal Service — The internal service funds account for the financing of goods or services that a State

department or agency provides to other State departments and agencies or to other government units on a cost-
reimbursement basis.
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STATE OF OHIO
NOTES TO THE FINANCIAL STATEMENTS JUNE 30, 1996

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fiduciary Fund Types

Trust funds account for assets that the State holds in a trustee capacity. The State's General Purpose Financial
Statements present expendable and pension trust funds. The Pension Trust Fund includes the State Highway Patrol
Retirement System for its fiscal year ended December 31, 1995.

Agency funds account for assets the State holds as an agent for individuals, private organizations, other
governments, or other funds. The Agency Fund includes the assets of the Public Employees Retirement System and
the Police and Firemen's Disability and Pension Fund, for their fiscal years ended December 31, 1995.

Account Groups

General Fixed Assets — The General Fixed Assets Account Group accounts for fixed assets acquired or
constructed for the State’s general governmental purposes. This group accounts for fixed assets not accounted for
in the proprietary and trust funds.

General Long-Term Obligations — The General Long-Term Obligations Account Group accounts for the State's
unmatured general obligation bonds and other long-term obligations not required to be accounted for in the
proprietary and trust funds.

2. Component Units

Presentation of the underlying fund types of the individual component units reported in the discrete column is
available from each respective component unit's separately issued financial statements. The component unit funds
include the Ohio Water Development Authority for its fiscal year ended December 31, 1995.

The State presents a Statement of Current Funds Revenues, Expenditures and Other Changes in the General
Purpose Financial Statements, in accordance with Section 2600.111 of the Governmental Accounting Standards
Board's Codification of Governmental Accounting and Financial Reporting. The Current Funds, a college and
university fund type, accounts for economic resources that are expendable for any purpose in performing the
primary objectives of the higher education institutions.

C. Measurement Focus and Basis of Accounting
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.

Governmental and expendable trust funds are accounted for using a flow of current financial resources
measurement focus. Under this measurement focus, operating statements present increases (i.e., revenue and other
financing sources) and decreases (i.e., expenditures and other financing uses) in net current assets, and unreserved
fund balance is a measure of available expendable resources.

Proprietary and pension trust funds are accounted for using a flow of economic resources measurement focus,
which emphasizes the determination of net income. Under this measurement focus, operating statements present
increases (e.g., revenues) and decreases (e.g., expenses) in net assets. Fund equity (i.e., net assets) is segregated on
the balance sheet into two components, contributed capital and retained earnings/fund balance.

Agency funds are custodial in nature, and therefore, do not present results of operations or have a measurement
focus.
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The modified accrual basis of accounting has been applied to all governmental, expendable trust, and agency funds.
Under the modified accrual basis of accounting, the State recognizes revenues when susceptible to accrual (i.e.,
when they are “measurable and available”). “Measurable” means the amount of the transaction is determinable,
and “available” means the amount is collectible within the current period or soon enough thereafter to pay liabilities
of the current period. The State considers revenues as available when collected within 60 days after year end.

Under the modified accrual basis, expenditures are recorded when related fund liabilities are incurred, except for
principal and interest on general long-term debt, which are recognized as expenditures when due.

Significant revenue sources susceptible to accrual under the modified accrual basis of accounting follow:

Personal income taxes

Sales and use taxes

Motor vehicle fuel taxes
Unemployment taxes

Charges for goods and services

Licenses, permits, fees, and certain other miscellaneous revenues are not susceptible to accrual because generally
they are not measurable until received in cash. The “Other” revenue account is comprised of refunds,
reimbursements, recoveries, investment earnings, and other miscellaneous income.

Deferred revenue, as reported on the State's combined balance sheet, represents resources received before the State
has a legal claim to them, such as the receipt of federal grant moneys prior to the incurrence of qualifying
expenditures. When the State has a legal claim to the resources, revenue is recognized.

The accrual basis of accounting has been applied to the proprietary and pension trust funds. Under this method,
revenues are recorded when earned, and expenses are recorded when incurred.

The State’s proprietary and pension trust funds apply all applicable GASB pronouncements and the following
pronouncements issued on or before November 30, 1989, unless those pronouncements conflict with or contradict
GASB pronouncements:  Financial Accounting Standards Board (FASB) Statements and Interpretations,
Accounting Principles Board Opinions, and Accounting Research Bulletins of the Committee on Accounting
Procedure.

College and university funds apply the principles of accounting and reporting pursuant to the National Association
of College and University Business Officers accounting and reporting model. The college and university funds are
accounted for on the accrual basis of accounting, with the following exceptions: 1) depreciation expense is not
calculated or reported, and 2) revenues and expenditures of an academic term encompassing more than one fiscal
year are recognized in the period when the program is predominantly conducted.

D. Budgetary Process
As required by the Ohio Revised Code, the Governor submits biennial operating and capital budgets to the General
Assembly. The particular budget, which includes those funds of the State subject to appropriation pursuant to

State law, is comprised of all proposed expenditures for the State and of estimated revenues and borrowings for a
biennium.
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The General Assembly enacts the budget through passage of specific departmental line-item appropriations, the
legal level of budgetary control. Line-item appropriations are established within funds by program or major object
of expenditure. The Governor may veto any item in an appropriation bill. Such vetoes are subject to legislative
override.

Biennially, the General Assembly approves operating and capital appropriations. Operating appropriations are
provided in annual amounts while capital appropriations are provided in two-year amounts. Because capital
projects funds' appropriations are not made on an annual basis, budgetary-basis financial statements for these funds
are not presented.

The State’s Controlling Board, comprised of six members of the General Assembly and the Director of the Office
of Budget and Management (OBM) or a designee, can transfer or increase an appropriation within the limitations
set under Chapter 127, Ohio Revised Code. The Board has delegated the authority to the Director of OBM to
transfer appropriations between existing operating expenditure/expense line-items within a state agency in amounts
not to exceed a total of 10 percent of the appropriation from which the transfer is made or $25,000, whichever is
less, within a fiscal year.

All governmental funds are budgeted except the following activities within the fund types:

Special Revenue Fund: Debt Service Fund:
Certain activities within the Community and Economic Development Bond Service
Economic Development, Employment Services, and Transportation Certificate Retirement
Student Aid Commission Special Revenue Funds, as Ohio Public Facilities Commission
discussed in NOTE 3 Ohio Building Authority

Enterprise Bond Retirement

Capital Projects Fund: School Building Program Bond Service

Ohio Building Authority

For budgeted funds, the State's Central Accounting System controls expenditures by appropriation line-item, so at
no time can expenditures exceed appropriations and financial-related legal compliance is assured. A modified cash
basis of accounting is used for budgetary purposes. Encumbrance accounting, under which purchase orders,
contracts, and other commitments for expenditures are recorded as a reserve of the applicable appropriations, is
employed as an extension of formal budgetary integration in the State's accounting system. Encumbrances
outstanding in the General, special revenue, and capital projects funds at fiscal year end are reported as reservations
of fund balance for expenditure in subsequent years. Operating encumbrances are generally canceled five months
after fiscal year end while capital encumbrances are automatically reappropriated. Unencumbered appropriations
lapse at the end of the biennium for which they were appropriated. A more comprehensive accounting of activity on
the budgetary basis is provided in the separately published annual Ohio Budgetary Financial Report, which is
available from the Ohio Office of Budget and Management upon request, and the “Detailed Appropriation
Summary by Fund” report, which is available for public inspection.

In the Combined Statement of Revenues, Expenditures and Changes in Fund Balances — Budget and Actual (Non-
GAAP Budgetary Basis), budgeted revenues for the General Fund represent periodically updated revenue budgets.
For other budgeted funds, the original budgeted revenues, as submitted by the Governor, do not represent actual
forecasts of revenues and are not amended to coincide with any legislative changes to the original expenditure
budget. Accordingly, budgeted revenues and other financing sources and uses for budgeted funds other than the
General Fund are reported at actual amounts, since the State does not have updated, budgeted revenue and other
financing  sources and uses amounts for use in the accompanying  budgetary-basis
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financial statements. In addition, budgetary expenditures include cash disbursements against fiscal year 1996
appropriations and outstanding encumbrances, as of June 30, 1996, that were committed during fiscal year 1996.
Encumbrance reversions represent lapses of prior years' appropriations.

The Employment Services Expendable Trust Fund and the State Highway Patrol Pension Trust Fund are not legally
required to adopt budgets. For budgeted proprietary and trust funds, the State is not legally required to report
budgetary data and comparisons for these funds. Budgetary data for discretely presented component units are not
presented.

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

E. Cash Equity with Treasurer and Cash and Cash Equivalents

Cash equity with Treasurer, including the cash float, consists of pooled demand deposits and investments carried at
cost, which approximates market. The State’s cash pool under the Treasurer of State’s administration has the
general characteristics of a demand deposit account whereby additional cash can be deposited at any time and can
also be effectively withdrawn at any time, within certain budgetary limitations, without prior notice or penalty.

Cash and cash equivalents include amounts on deposit with financial institutions and cash on hand. Also included
in cash and cash equivalents are investments with original maturities of three months or less from the date of
acquisition, which are reported in the Bureau of Workers” Compensation and Ohio Lottery Commission enterprise
funds, the State Highway Patrol Retirement System Pension Trust Fund, and the University of Cincinnati and
University of Toledo component unit funds.

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

F. Investments

Investments include long-term investments that may be restricted by law or other legal instruments. Investments are
carried at cost or amortized cost (which does not exceed market) except those of the Bureau of Workers'
Compensation Enterprise Fund and Deferred Compensation Agency Fund, which are reported at market and those
of the State Highway Patrol Retirement System Pension Trust Fund, which are reported at fair value. For the
colleges and universities, investments received as gifts are reported at the fair market or appraised value at the
donation date.

G. Intergovernmental Revenues/Receivables

Intergovernmental revenues primarily represent resources from reimbursement-type grants received from the federal
government. Intergovernmental receivables and revenues are recorded when the related grant expenditures/expenses
are incurred.

H. Inventories

For governmental funds, the costs of material inventories are recorded as expenditures when purchased. At year
end, physical counts are taken of significant inventories for the governmental fund types and are generally reported
on the balance sheet at moving-average cost. Proprietary and college and university funds' inventories are valued at
cost, which approximates market; principal inventory cost methods applied include first-in, first-
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out, average cost, moving-average, and retail. Inventories recorded in the governmental fund types do not reflect
current appropriable resources, and therefore, an equivalent portion of fund balance is reserved.

I. Food Stamps

Food stamp coupons held in the State’s and its agents’ custody are stated at face value and are offset by deferred
revenue, in conformity with GASB Statement No. 24, Accounting and Financial Reporting for Certain Grants
and Other Financial Assistance. The State recognizes revenue and expenditures in the Special Revenue Fund
when the food stamp coupons are distributed to eligible recipients.

J. Restricted Assets

Assets restricted for payment of deferred prize awards (Ohio Lotto) and tuition benefits are reported in the
enterprise funds for the Ohio Lottery Commission and the Ohio Tuition Trust Authority, respectively.

Covenants for the Ohio Building Authority's bonds require its pledged receipts be held and invested in a reserve
account placed with a trustee financial institution. These restricted assets are reported in the internal service funds.

Generally, restricted assets reported for the college and university funds are assets held in trust that are legally
restricted under bond covenants or other financing arrangements.

K. Fixed Assets

General Fixed Assets — Fixed assets purchased with governmental fund resources are recorded in the General
Fixed Assets Account Group at historical cost, or at estimated historical cost in cases when no historical records
exist. Donated fixed assets are valued at estimated fair market value at the donation date. The costs of normal
maintenance and repairs that do not add to the asset value or materially extend an asset's useful life are not
capitalized. The costs of major improvements are capitalized, while interest costs associated with the acquisition of
general fixed assets are not capitalized.

Public domain (infrastructure) general fixed assets such as roads, bridges, curbs and gutters, streets and sidewalks,
historical monuments, drainage systems, and lighting systems are not capitalized, since these assets are immovable
and of value only to the government.

Assets in the General Fixed Assets Account Group are not depreciated.
Proprietary and Fiduciary Fund Fixed Assets — Fixed assets are stated at cost or, for donated assets, at estimated

fair market value at the donation date. Fixed assets, excluding land, are depreciated using the straight-line method
over the following estimated useful lives:

Buildings 20-45 years
Machinery and Equipment 5-20 years
State Vehicles 5 years

Material interest is capitalized on proprietary fund fixed assets acquired through the issuance of debt.
College and University Fund Fixed Assets — All purchased fixed assets are valued at cost. Donated fixed assets

are valued at estimated fair market value at the donation date. Generally, public domain (infrastructure) assets are
not capitalized. College and university fund fixed assets are not depreciated.
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L. Sureties

Sureties include various assets placed by their owners in safekeeping with the Treasurer of State, as required by
applicable statutes.

M. Long-Term Obligations

Governmental funds recognize long-term obligations as liabilities when due. Only the portion expected to be
financed from expendable available financial resources is reported as a liability of a governmental fund. The
remaining portion of such obligations is reported in the General Long-Term Obligations Account Group. Included
among these liabilities are the noncurrent portions of liabilities resulting from debt issuances, certificate of
participation financing arrangements, compensated absences, judgments, settlements, and claims, contingencies,
leases, and workers' compensation benefits. Long-term liabilities expected to be financed from proprietary fund and
college and university fund operations are accounted for in those funds.

As discussed in NOTES 11 and 12, bonds issued by the Ohio Building Authority (OBA) to finance the construction
of State-related projects are reported as special obligation bonds in the General Long-Term Obligations Account
Group, while OBA bonds issued to finance the construction of facilities leased to local government are reported as
revenue bonds in the internal service funds.

N. Compensated Absences

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

Such leave is liquidated in cash, under certain restrictions, either annually in December, or at the time of
termination from employment. For governmental funds, the noncurrent portion of the liability for compensated
absences is reported in the General Long-Term Obligations Account Group. For proprietary funds, the liability for
compensated absences is reported as a noncurrent accrued liability.

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

In accordance with GASB Statement No. 16, Accounting for Compensated Absences, vacation, compensatory
time, and personal leaves are accrued as liabilities when an employee’s right to receive compensation is attributable
to services already rendered and it is probable that the employee will be compensated through paid time off or some
other means, such as at termination or retirement. Leave time that has been earned, but is unavailable for use as
paid time off or as some other form of compensation because an employee has not met a minimum service time
requirement, is accrued to the extent that it is considered to be probable that the conditions for compensation will be
met in the future.

Sick leave is accrued using the vesting method, whereby the liability is recorded on the basis of leave accumulated
by employees who are eligible to receive termination payments, as of the balance sheet date, and on
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leave balances accumulated by other employees who are expected to become eligible in the future to receive such
payments.

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

O. Fund Equity

Reservations
Reservations of equity represent amounts that are not appropriable or are legally restricted for a specific purpose.

Designations
Designations of equity represent tentative management plans that are subject to change.

Contributed Capital
Contributed capital represents equity acquired through capital contributions from other funds.

P. Self-Insurance

The State's primary government is self-insured for claims covered under its traditional healthcare plan, vehicle
liability, public fidelity blanket bonds, property losses, and tort liability. While not the predominant participant, the
State’s primary government participates in a public entity risk pool, which is accounted for in the Bureau of
Workers” Compensation Enterprise Fund, for the financing of its workers’ compensation liability (See NOTE 14D).
Estimates for significant incurred but not reported claims or contingent liabilities are included in accrued liabilities
and in the General Long-Term Obligations Account Group.

Q. Interfund/Intra-Entity Transactions
The State of Ohio records the following types of interfund/intra-entity transactions within its reporting entity:

Operating Transfers — Legally required transfers are reported when incurred as “Operating Transfers-in” by the
receiving fund and as “Operating Transfers-out” by the disbursing fund. Legally required transfers between the
primary government and its component units are reported as “Operating Transfers from/to Primary Government”
and “Operating Transfers from/to Component Units.”

Transfers of Expenditures (Reimbursement) — Reimbursements of expenditures made by one fund for another are
recorded as expenditures/expenses in the reimbursing fund and as a reduction of expenditures/expenses in the
reimbursed fund.

Residual Equity Transfers — Nonroutine or nonrecurring transfers between funds are reported as additions to or
deductions from fund equity.

Quasi-external Transactions — Charges or collections for services rendered by one fund to another are recorded as
revenues of the receiving fund and expenditures/expenses of the disbursing fund.

Transactions between funds that are representative of non-current lending/borrowing arrangements outstanding, as
of the end of the fiscal year, are reported as advances to/from other funds. All other outstanding balances between
funds are reported as due to/from other funds.
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A summary of interfund balances and interfund and intra-entity transfers is presented in NOTE 7.
R. Memorandum Only — Total Columns

Total columns on the general purpose financial statements are captioned “Memorandum Only” because they do not
represent consolidated financial information and are presented only to facilitate financial analysis. Data in these
columns do not present financial position, results of operations, or cash flows in conformity with generally accepted
accounting principles. Neither are such data comparable to a consolidation. Interfund eliminations have not been
made in the aggregation of this data.

NOTE 2 RESTATEMENTS

For the calendar year ended December 31, 1995, the State Highway Patrol Retirement System Pension Trust Fund
adopted Governmental Accounting Standard Board (GASB) Statement No. 25, Financial Reporting for Defined
Benefit Pension Plans and Note Disclosures for Defined Contribution Plans, and GASB Statement No. 26,
Financial Reporting for Postemployment Healthcare Plans Administered by Defined Benefit Pension Plans.

GASB Statements Nos. 25 and 26 call for changes in the Pension Trust Fund’s financial statement format.
Specifically, these reporting standards require that a Statement of Plan Net Assets and a Statement of Changes in
Plan Net Assets be presented for pension plans (GASB No. 25) and postemployment healthcare plans (GASB No.
26). GASB Statement No. 25 also requires the Pension Trust Fund to report its investments at fair value.

Accordingly, the July 1, 1995, fund balance for the Pension Trust Fund was decreased by approximately $2.2
million to reflect the cumulative effect of the accounting changes implemented to conform with the new reporting
standards.

NOTE 3 GAAP vs. NON-GAAP BUDGETARY BASIS

“Actual” revenues, operating transfers-in, expenditures, encumbrances, and operating transfers-out on the non-
GAAP budgetary basis do not equal those reported on the GAAP-basis in the Combined Statement of Revenues,
Expenditures and Changes in Fund Balances — All Governmental Fund Types and Expendable Trust Funds. This
inequality results primarily from basis differences in the recognition of accruals, deferred revenue, interfund
transactions, and loan transactions, and from timing differences in the budgetary basis of accounting for
encumbrances. On the non-GAAP budgetary basis, encumbrances are recognized as expenditures in the year
encumbered, while on the modified accrual basis, expenditures are recognized when goods or services are received
regardless of the year encumbered.

Budgetary expenditures in the accompanying Combined Statement of Revenues, Expenditures and Changes in Fund
Balances — Budget and Actual (Non-GAAP Budgetary Basis) represent original appropriations modified by
supplemental and amended appropriations made throughout the year, including $294.2 million and $814.6 million
increases in the budgets of the General and Special Revenue funds, respectively. Supplemental and amended
budgetary appropriations for the Debt Service Fund were not considered material.

A reconciliation of the fund balances recorded under the two bases for the General, special revenue, and debt
service funds is presented in the following table.
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Reconciliation of GAAP-Basis Fund Balances to
Non-GAAP Budgetary-Basis Fund Balances
June 30, 1996
(in thousands)

Special Debt
General Revenue Service
Total Fund Balances - GAAP BasiS.......ccccuuviiieeiiiiiiieieeeeeeeeeies $2,180,206 $2,020,366 $422,288
Less: Unbudgeted Fund Balances .............eevveeeeeeeeeeeneieennnnnnnnns — 152,092 * 301,777
Total Budgeted Fund Balances - GAAP Basis .........ccccceeeeeeeeeeeeee. 2,180,206 1,868,274 120,511
Less: Reserved Fund Balances..............eeeeeeeeeeeeieeeeeeneeenniinenennns 1,348,373 2,258,212 119,868
Less: Designated Fund Balances.........ccccccovvuviieiieiiiiniiiiieeenenn. 530,800 — —
Unreserved/Undesignated Fund Balances - GAAP Basis.............. 301,033 (389,938) 643
BASIS DIFFERENCES
Revenue Accruals/Adjustments:
Taxes ReCeivable ..........cccovviciiiiiiie e (759,104) (259,075) (4,159)
Intergovernmental Receivable............cooociiiiiiiiiiiiiiiis (354,897) (272,564) —
Loans Receivable .............uevviiiiiiiiii e (12,833) (223,814) —
Other ReceivabIes ......ccoooeiiieieeeeee e (23,574) (34,645) (614)
Due from Other FUNAS ........coeeeiiiiiiiiiiiee e (12,159) (20,176) (103)
INVENTOMIES. ...t (5,059) (29,770)
FOOd STaMPS....eiiiiiiiiiiee e — (302,460) —
Other ASSEIS ..cooiiiiiiieieee e (991) (115) —
Deferred REVENUES .......ccoeeiiiiiicee e 158 326,528 —
10 ] ] o] = PSR (1,168,459) (816,091) (4,876)
Expenditure Accruals/Adjustments:
Accounts Payable.......ccooooiiiiiiee 87,426 191,928 —
Medicaid Claims Payable............cccueiiiiiiiiiiiiiieeeeen 454,599 — —
Accrued Liabilities ...oooeeeeeeeeeeeee e 96,224 50,282 351
Intergovernmental Payable ...........ccccoiiiiiiiiiiiiis 178,649 356,504 —
Due t0 Other FUNAS .......uiiieieieeeee e 33,366 5,811 —
Refund and Other Liabilities...........cccoooviiiiiiiieiiiiiieeeeee, 426,815 57,003 1,160
10 ] ] o] ¢= 1 U RERPR 1,277,079 661,528 1,511
Other Adjustments:
Fund Balance Reclassifications:
From Unreserved (Non-GAAP Budgetary Basis)
to Reserved for:
DEDE SEIVICE . .eeveieeeee e — — 119,868
Budget Stabilization ..o 828,307 — —
Noncurrent Portion of Loans Receivable...........ccccoeeeevnnne.e. 12,688 223,045 —
Other (See NOTE 20)......cccuuviiieeeeieiiiieieee e e e esiveeeeae s 158,295 191,939 —
From Undesignated (Non-GAAP Budgetary Basis)
to Designated ..........eeeiiiiiiiiii e 530,800 — —
Cash and Investments Held Outside of State Treasury............ (11,132) (11,454) (1,808)
(13T U RERPR — (1) —
10 ] ] o] = PSR 1,518,958 403,529 118,060
Total Basis DifferenCes .....cccoeeeeeeeieeecececcccceeeee e 1,627,578 248,966 114,695
TIMING DIFFERENCES
ENCUMDIaNCEeS ......covviiiiiiiiiieeee e (74,767) (408,889) —
Unreserved/Undesignated and Designated Fund Balances
(Deficits) — Non-GAAP Budgetary Basis..........ccccceeeiviiiiiieennnn. $1,853,844 $ (549,861) $115,338

*This amount includes certain unbudgeted activities within the Community and Economic Development, Employment
Services, and Student Aid Commission Special Revenue Funds.

44



STATE OF OHIO
NOTES TO THE FINANCIAL STATEMENTS JUNE 30, 1996

NOTE 4 DEPOSITS AND INVESTMENTS

A. Legal Requirements

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

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

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

the end of the current period of designation of depositories.

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

e  Bonds, notes, or other obligations of or guaranteed by the United States, or those for which the
faith of the United States is pledged for the payment of principal and interest;

e  Bonds, notes, debentures, or other obligations or securities issued by any federal government
agency, or the Export-Import Bank of Washington;

e Repurchase agreements in the securities enumerated above;

e Interim deposits in the eligible institutions applying for interim moneys;
e  Bonds and other obligations of the State of Ohio;

e The Treasurer of State's investment pool;

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

e Agricultural linked deposits, reduced-rate deposits at financial institutions that provide reduced-
rate loans to agricultural businesses, as authorized under Section 135.74, Ohio Revised Code;

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

e  Securities lending agreements with any eligible financial institution that is a member of the

federal reserve system or federal home loan bank, or any recognized U.S. government securities
dealer;
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e  Commercial paper, rated in one of the two highest rating categories by two nationally
recognized rating agencies and not exceeding five percent of the investment portfolio;

e  Bankers' acceptances maturing in 270 days or less and not exceeding 10 percent of the
investment portfolio;

e  Debt of domestic corporations and foreign nations diplomatically recognized by the United
States, rated investment grade by nationally recognized rating agencies and, in the aggregate,
not exceeding five percent of the investment portfolio; and

® No-load money market funds consisting of U.S. government and agency obligations and
repurchase agreements secured by such obligations.

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

In some cases, deposit and investment policies of certain individual funds and component units are established by
Ohio Revised Code provisions other than the Uniform Depository Act and by bond trust agreements. In accordance
with applicable statutory authority, the State Highway Patrol Pension Trust Fund, the Workers' Compensation
Enterprise Fund, the Retirement Systems Agency Fund, and the state universities may also invest in common and
preferred stocks, domestic and foreign corporate/government bonds and notes, mortgage loans, limited partnerships,
venture capital, real estate, and/or other investments.

During the reporting period, the Public Employees Retirement System, Police and Firemen’s Disability and Pension
Fund, School Employees Retirement System, and the State Teachers Retirement System, the investments of which
are held in the Treasurer of State’s custody and are reported in the Retirement Systems Agency Fund, had
investments in derivatives and similar debt and investment transactions. Specific information on the nature of the
transactions and the reasons for entering into them can be found in each respective system’s Comprehensive Annual
Financial Report.

B. Deposits

1. Primary Government

As of June 30, 1996 (or December 31, 1995, for those entities/funds identified in NOTE 1) the carrying amount of
deposits was (in thousands) $532,794 and the bank balance was $551,162. Of the bank balance, $40,650 was fully
insured or collateralized with securities held by the primary government or its agent in the primary government's
name (Category 1), $452,427 was collateralized with securities held by the pledging financial institution's trust
department or its agent in the primary government's name (Category 2), and $58,085, although meeting legal
collateralization requirements, was categorized as uninsured and uncollateralized (Category 3).

2. Component Units

As of June 30, 1996 (or December 31, 1995, for those component units identified in NOTE 1) the carrying amount
of deposits was (in thousands) $114,363 and the bank balance was $187,839. Of the bank balance, $47,276 was
fully insured or collateralized with securities held by the respective component units or their agents in the
component unit's name (Category 1), $108,953 was collateralized with securities held by the pledging financial
institution's trust department or its agent in the respective component unit's name (Category 2), and $31,610,
although meeting legal collateralization requirements, was categorized as uninsured and uncollateralized (Category
3).
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C. Investments

The State categorizes investments to give an indication of the level of credit risk associated with the State's
custodial arrangements at year end. Category 1 includes investments that are insured, registered, or held by the
State or its agent in the State's name. Category 2 includes uninsured and unregistered investments held by the
counterparty's trust department or its agent in the State's name. Category 3 includes uninsured and unregistered
investments held by the counterparty, its trust department, or its agent, but not in the State's name.

Certain investments have not been categorized because the securities are not used as evidence of the investment.
These uncategorized investments include ownership in real estate, mutual funds, limited partnerships and venture
capital, direct mortgage loans, securities on loan, and the deposits with the federal government and the deferred
compensation plan.

The following summaries identify the level of credit risk assumed by the primary government and its component
units and the total carrying amount and market value of investments, as of June 30, 1996 (or December 31, 1995,
for those entities/funds/component units identified in NOTE 1) (in thousands):

Primary Government
Carrying Amount

Category 1 Category 2 Category 3 Total Market Value

U.S. government & agency
obligations .........c.cccceeennee $28,521,347 $ 6,030,991 $473,775 $ 35,026,113 $ 36,226,013
Common and preferred stock. 23,109,602 5,228,117 — 28,337,719 31,879,641
Corporate bonds and notes.... 5,524,806 2,108,456 — 7,633,262 7,712,609
Foreign stocks and bonds....... 4,540,769 — — 4,540,769 4,821,784
Commercial paper ................. 4,082,151 238,070 2,231 4,322,452 4,323,296
Repurchase agreements......... 221,553 115 1,873 223,541 223,541
Bankers' acceptances............. 16,470 — — 16,470 16,543
Municipal obligations ............. 1,217 — — 1,217 1,289
L] - | $66,017,915 $13,605,749 $477,879 80,101,543 85,204,716
Securities 0N 10aN CONIACES ....uuiieee it e e e et e e e et e e e ea e e eeaan e 13,854,741 14,369,441
Y O LUE= U 10T o [ SRS 2,305,026 3,128,933
REAI BSTALE. ... eeeiiieiee ettt et e e e e e e e s e e e e eneeeeaenneeeea 5,756,847 5,832,045
VENtUre Capital.....ceeeeeeii e 114,613 123,044
Direct Mortgage 10aNS ..........uuiiiiiiei s 38,459 38,459
Deposit with federal gOVEIMMENT ...........uuuiieiiiiiiiiiiieieieieeieeee e eeeeeeeeeeeeeeeeeeeeeeeeeeennnnes 1,688,357 1,688,357
Deposit with deferred compensation plan .............eeeeiiiiiiiiii e 714,129 714,129
o) £ | SRS $104,573,715 $111,099,124

The Treasurer of State, the Bureau of Workers’ Compensation, and the retirement systems participate in securities
lending programs for securities included in the “Cash Equity with Treasurer” and “Investments” accounts, the
STAROhio program, and the retirement systems' assets. Each lending program is administered by a custodial agent
bank, whereby certain securities are transferred to an independent broker/dealer (borrower) in exchange for
collateral equal to no less than 102 percent of the market value of the lent securities. Participants in securities
lending activities have minimized the State’s exposure to credit risk due to borrower default by requiring the
custodial agent bank to determine daily that collateral requirements are met. During fiscal year 1996, the
Treasurer, the Bureau of Workers” Compensation, and the retirement systems had not experienced any losses due to
credit or market risk on securities lending activity. Securities on loan contracts are not required to be categorized
according to their level of credit risk.
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Component Units
Carrying Amount

Category 1 Category 2 Category 3 Total Market Value

U.S. government & agency
obligations........c.ccccceeeennee. $651,725 $ 700,273 $111,854 $1,463,852 $1,469,103
Common and preferred stock. 160,990 377,358 3,124 541,472 726,656
Corporate bonds and notes.... 150,384 23,387 7,131 180,902 178,323
Foreign stocks and bonds...... 25,060 — — 25,060 28,883
Commercial paper ................. — 13,352 27,678 41,030 41,171
Repurchase agreements........ — 429,732 23,342 453,074 453,074

Negotiable Certificates of

[DI=ToTo L] | 173 — 6,543 6,716 6,716
Bankers Acceptances ............ — 498 1,002 1,500 1,488
Municipal obligations ............. 382 569 25 976 972
Other Investments ................. 169 — 2,364 2,533 2,934
L) ¢ L $988,883 $1,545,169 $183,063 2,717,115 2,909,320
Y O LUE= U 10T o [P SESSTS 277,113 287,107
Investment in Treasurer of State Investment Pool (STAROIO)........cccceviiiiiiieiieennnnnnns 120,830 120,830
REAI ESTALE. ... ittt ettt et tnnnnnnnnnnnnnnnnnnnnnnnnne 40,390 70,666
LifE INSUIANCE ...ttt ssessssssnnnnnnnnnnnnes 7,064 7,064
Limited PartnershipS. ... .. . e e ittt ee s eesnnnnnnnnnnnnnnnnes 2,257 2,802
Other INVESIMENTS....cce e 205 205
Deposit with deferred compensation plan .............eeeviiiiiiiie e 5,664 5,664
o) £ | SRS $3,170,638 $3,403,658

The total carrying amount of deposits and investments, as of June 30, 1996, reported for the primary government
and its component units is $108.05 billion. The total carrying amount of deposits and investments categorized and
disclosed in this note is $108.39 billion. A reconciliation of the difference follows (in thousands):

Deposits Investments Total

Cash equity with Treasurer (unrestricted and restricted) ............... $191,189 $ 4,864,539 $ 5,055,728
Cash and cash equivalents (unrestricted and restricted) ............... 231,741 321,722 553,463
[N =TS (g1 o £ 1,307 97,892,368 97,893,675
Deposit with federal government ............cccccovviiiiiiiiiieiiniieeeeen — 1,688,357 1,688,357
Deposit with deferred compensation plan ...........ccccceeeiiiiiiieeennn. — 719,793 719,793
Restricted Assets:

INVESIMENES ... e — 679,540 679,540

Dedicated iNVESIMENTS ......covveiiieeieeeee e e — 1,460,437 1,460,437
Carrying amount per combined balance sheet............ccceeeeeeennnn. 424 237 107,626,756 108,050,993
Outstanding warrants and other reconciling items ........................ 222,920 117,597 340,517

Total Reporting ENtity.........ccccuviiiieeiieciiecice e $647,157 $107,744,353 $108,391,510

NOTE 5 TAXES

Taxes receivable, as of June 30, 1996, consisted of the following (in thousands):

Special Debt Trust and
General Revenue Service Agency Total
Income Taxes .......ccceuune... $332,250 $ 39,220 $ — $ — $ 371,470
Sales Taxes .....cccvvveeeeennnes 426,854 22,430 — — 449,284
Motor Vehicle Fuel Taxes. — 194,551 4,159 — 198,710
Unemployment Taxes ...... — — — 200,155 200,155
Other Taxes.......ccoeeeeeeen.. — 2,874 — — 2,874
Total covveeeeieiiieeeee, $759,104 $259,075 $4,159 $200,155 $1,222,493
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As of June 30, 1996, refund liabilities for income and corporation franchise taxes, totaling $469.2 million, were
reported as “Refunds and Other Liabilities,” of which $425.8 million was recorded in the General Fund and $43.4
million was recorded in the Special Revenue Fund.

NOTE 6 LOANS AND OTHER RECEIVABLES

A. Loans Receivable

Loans receivable (net of uncollectible amounts) for the primary government and its component units, as of June 30,

1996, consisted of the following (in thousands):

Primary Government

Special Debt Capital
Loan Type General Revenue Service Projects Total
Columbiana County Economic Stabilization..... $ 3,714 $ — $ — $ — $ 3,714
Community and Economic Development:
Office of Minority Business Incentives ........... 6,209 — — — 6,209
Office of Financial Incentives ............cc.......... — 197,960 — — 197,960
Ohio Housing Finance Agency .........ccccccoeu..e. — 78,539 — — 78,539
Subtotal ....oooiii 6,209 276,499 — — 282,708
Primary , Secondary, and Other Education:
Vocational Education ............ccooevvevieeeeennnen. 1,410 398 — — 1,808
Bankruptcy and Port Authority...........c.eeeeee... — 646 — — 646
Public School Building ............ceuueveveieieiinnnnnes — 16,484 — — 16,484
Vocational School Assistance ....................... — 8,534 — — 8,534
School Building ....cooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee — 4,652 — 4,652
Subtotal ....oooie 1,410 30,714 — — 32,124
Higher Education:
Central State University.........ccccceeeeeiiininnnen. 1,500 — — — 1,500
Student Loans......coouueieieveiiiieeeeeeeeeeeeeeeee — 45,551 — — 45,551
Higher Education Research
Investment LoansS..........cevvveveeiiiieeeieeeveeeeenen, — — 6,799 — 6,799
Subtotal ....oooiii 1,500 45,551 6,799 — 53,850
Natural RESOUICES .....ceeeeeeeeeeeeeeeeeee e — 219 — — 219
Local Infrastructure Improvements................... — — — 93,741 93,741
Total .o $12,833 $352,983 $6,799 $93,741 $466,356
Component Units
Ohio Water
Development University Kent Other
Authority Ohio State of State Component
Loan Type (12/31/95) University Cincinnati University Units Total
Water and Wastewater
Treatment.........ccccoeeiiieennee. $1,472,777 $ — $ — $ — $ —  $1,472,777
Student......ccooeeiiiii — 54,896 27,985 16,968 71,862 171,711
Other ..., — 21 805 — 915 1,741
o) ¢ | $1,472,777 $54,917 $28,790 $16,968 $72,777  $1,646,229
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B. Other Receivables

Other receivables for the primary government and its component units, as of June 30, 1996 (or December 31, 1995
for those entities/funds identified in NOTE 1), consisted of the following detail (in thousands):

Primary Government

Trust
Special Debt Capital Internal and

Unrestricted: General Revenue Service Projects Enterprise Service Agency Total
Accounts Receivable ...................... $ 2,912 $ 1,736 $ — $ — $182,391 $ 2,866 $ 8  $189,913
Interest Receivable.......................... 20,662 13,006 1,518 2,783 103,547 416 2,321 144,253
Women, Infants and Children

Program Rebate Receivable......... — 13,712 — — — — — 13,712
Nursing Facility Bed Assessments

Receivable.........cccccoeeviieiicninen, — 12,080 — — — — — 12,080
Student Loan Collection

Surcharges Receivable................ — 9,125 — — — — — 9,125
Leases Receivable.......................... — — — — — 41,796 — 41,796
Receivables from

Lottery Sales Agents.................... — — — — 56,949 — — 56,949
Claims & Settlements Receivable ... — — — — — — 22,970 22,970
Employer Interest and Penalties

on Unemployment Taxes............. — 7,825 — — — — 7,825
Miscellaneous Receivables............. — 1,418 — — 73 1,728 595 3,814

Total Unrestricted. ................... 23,574 58,902 1,518 2,783 342,960 46,806 25,894 502,437

Restricted:
Interest Receivable.......................... — — — — 15,681 — — 15,681
Total Unrestricted and Restricted ... $23,574 $58,902 $1,518 $2,783  $358,641 $46,806 $25,894  $518,118

Under long-term direct financing leases with local governments for office space, the Ohio Building Authority
charges a pro-rata share of the buildings' debt service and operating costs based on square-footage occupied. A
schedule of future lease amounts due the Ohio Building Authority Internal Service Fund, net of executory costs, is
as follows (in thousands):

Leases

Year Ending June 30, Receivable

1907 it e e a e e e annes $ 5,844

1908 .. eeiiiee ettt a e e e aaeeaaanes 5,838

1999 .t e e a e e e 5,846

2000 .. it e e e e e e e e e e e 5,841

2007 1 eiiiee e a e e e e e 5,843

=] =T (=] 43,904

Total minimum amounts dUE........cuuviiieeiiiiiieeeeee e 73,116

Less: Amount representing interest..........ooccuveeeiiiiiiiiiiiieeeee e 31,320

Present value of minimum lease amounts due......................... $41,796

Component Units
Ohio University Bowling Medical Other
State of Green State College Component
University Cincinnati University of Ohio Units Total

Accounts Receivable....................... $152,198 $35,873 $ 8,212 $19,490 $72,236 $288,009
Interest Receivable..........ccccceeveunne.. 11,742 — 12,281 707 4,195 28,925
Pledges Receivable.............ccuueee. — 27,515 — — — 27,515
Miscellaneous Receivables.............. — 5,289 134 — 4,476 9,899
Total coveeeieeeeeee e, $163,940 $68,677 $20,627 $20,197 $80,907 $354,348
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Interfund balances, as of June 30, 1996 (or December 31, 1995, for those entities/funds identified in NOTE 1), and
operating transfers among the primary government's funds, for the year ended June 30, 1996, are summarized as
follows (in thousands):

Advances Advances
Due from Due to to Other from Other Operating Operating
Fund Type/Fund Other Funds _Other Funds Funds Funds Transfers-in_ Transfers-out
GONEIAL..........coeeeeieee s $ 12,159 $ 33,366 $ - $ — $§ 93457 $ 807457
Special Revenue:
Community and Economic Development ................... 2,786 1,586 — 72,248 38,286 32,770
Human Services........cooocevveiiniiiciiicns 552 263 — — 14,332 5,943
Health. ... 204 427 — — 11,820 266
Mental Health and Retardation............cccccoceeciennnene. 898 123 — — 5,150 —
Employment Services — — — — 3,949 —
EdUCAON......oviceirieceeec e 266 31 — — 796,803 10,000
Student Aid COMMISSION .......ccocveeeiieeeeiiee e — — — — 5,634 —
Highway Safety ............... 2,337 3,471 — — 128,968 5,085
Highway Operating.... 4,378 352 — — 610,102 153,744
Natural Resources................. 554 243 — — 307 2,926
Wildlife and Waterway Safety 267 7 — — 1,000 —
Revenue Distribution............ccc.cc... 7,863 86 — — 12,000 675,098
Local Transportation Improvements.............ccccceeuenee. 71 569 — — 57,841 —
SUDBEOLAL....ceeiviieciere e 20,176 7,158 — 72,248 1,686,192 885,832
Debt Service:
Economic Development Bond Service........................ — — — — 18,200 —
Coal Research/Development Bond Retirement.......... — — — — 12,062 30
Highway Improvements Bond Retirement.......... — — — — — 3,502
Development Bond Retirement .................. — — — — 4,271 40
Highway Obligations Bond Retirement.... 102 — — — — 200
Public Improvements Bond Retirement...................... — — — — — 21
Vietnam Conflict Compensation Bond Retirement...... — — — — — 1
Local Infrastructure Improvements
Bond Retirement...........cccooeiiiiiniiiciineeeceen 1 — — — 73,994 —
Ohio Public Facilities Commission............c.cccereeueee — — — — 436,549 —
Ohio Building Authority ............ccc..... — — — — 176,825 6,654
Enterprise Bond Retirement... — — — — 24,350 19,079
State Projects Bond Service ..... — — — — 4,848 31
School Building Program Bond Service ..................... — — — — 9,999 —
SUDBEOLAL....ceeiviieciere e 103 — — — 761,098 29,558
Capital Projects:
Arts Facilities Building Improvements.............ccc.cec.c.. 12 — — — 9,899 —
Higher Education Improvements...... 103 — — — — 7,773
Highway Obligations Construction.............c.cccccevuenee. 42 — — — — —
Mental Health/Mental Retardation
Facilities Improvements............cccooeeceeiinincecinnenee. 20 — — — — —
Parks and Recreation Improvements...............cc.c..... 13 — — — — —
Local Infrastructure Improvements 76 72 — — — 307
Ohio Building AUthOrity ........cccovirieiiinicciencceen — — — — — 200,863
Administrative Services Building Improvements......... 25 — — — 60,189 —
Youth Services Building Improvements................ 22 — — — — —
Transportation Building Improvements....... 23 14 — — 26,802 —
Adult Correctional Building Improvements .... 65 — — — 84,742 —
Highway Safety Building Improvements..... 21 — — — 18,081 —
Ohio Parks and Natural Resources ............cccccceeuee 31 — — — — 671
SUDBEOLAL....ceeiviieciere e 453 86 — — 199,713 209,614
Enterprise:
Liquor Control ................. 112 50 — — — 81,587
Ohio Lottery Commission.... — — — — — 726,548
Workers’ Compensation ........ 287 — — — — —
Underground Parking Garage..........c.ccccoeverveiennennen. — — — — — 2,088
SUDBEOLAL....ceeiviiecierie e 399 50 — — — 810,223
(Continued)
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Advances Advances
Due from Due to to Other from Other Operating Operating
Fund Type/Fund Other Funds  Other Funds Funds Funds Transfers-in  Transfers-out
Internal Service:
Ohio Building Authority — — — — 32,166 34,213
Ohio Data Network...... 7,526 65 — — — —
Ohio Penal Industries.. 22,942 1,725 — — 8,651 —
Support Services......... 4,135 82 — — — —
TelecommuniCations ..........ccocveeeeveeeeiiee e 3,960 55 — — — —
SUBOtAl. ...t 38,563 1,927 — — 40,817 34,213
Expendable Trust:
Unclaimed FUuNds..........cccoovieeeieeiciee e 1,347 — 72,248 — — —
Pension Trust:
State Highway Patrol...........ccococeiiniiiiiiiiecee 3,321 — — — — —
Agency:
Holding and Distribution..........ccccoeoiiiiennniieeeeee — 14,093 — — — —
Payroll Withholding and Fringe Benefits ... 68 27,574 — — — —
20 — — — — —
31 — — — — —
Subtotal — Trust and Agency..........cccceeviiiicnnnnns 4,787 41,667 72,248 — — —
Total per Financial Statements -
Primary Government ...........cccooeiiiinienineeee e 76,640 84,254 72,248 72,248 2,781,277 2,776,897
Reconciliation for Timing Differences for Funds
with December 31, 1995 Year-Ends.........ccceceeuneens 8,348 734 — — — 4,380
Reconciled Total for the Primary Government............... 84,988 84,988 $72,248 $72,248 $2,781,277 $2,781,277
Component Units:
Ohio State University ........ccoceveeeieeneenieeieesee e 277,078 277,078
University of Cincinnati .. 11,204 11,204
Other Component Units ..........cccevineiiicniniccicienee 57,895 57,895
Total per Financial Statements - Component Units........ 346,177 346,177
Total Reporting Entity ..................ccccooee. $431,165 $431,165

For the fiscal year ended June 30, 1996, approximately $23 million and $6.3 million in residual equity transfers-out
are reported for the General and Capital Projects funds, respectively. The transfers represent contributions of
capital to the Internal Service Fund, as discussed in more detail in NOTE 19.

Operating transfers between the primary government’s funds and its component units, for the year ended June 30,
1996, are summarized as follows (in thousands):

Operating Operating
Transfers from Transfers to
Primary Component
Government Units
Primary Government:
(€T =1= 1 Vo [ $ — $1,359,487
Special Revenue Fund
Natural RESoUrces ........cccoeevveveeieiierieeeieeeeeen. — 1,961
Component Units:
Proprietary
Ohio Water Development Authority ................ 1,961 —
College and University
Ohio State University ........cceeeeeeeiiiiiiiiiieeenenn. 358,391 —
University of Cincinnati..........ccccceeeeeeiniiinnnn. 167,719 —
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Operating Operating
Transfers from Transfers to
Primary Component
Government Units

Colleges and University (Continued)
Ohio UNIVErsity .......eeeeeeieieeiiiiiiieieiiiieieieeieeneens 114,669 —
Miami University ..........eeeeeeriiniiiiieeeee e, 63,690 —
University of AKION .........ccooviiiiiiieiiiieiiiee, 90,164 —
Bowling Green State University ............cc........ 69,843 —
Kent State University......cccccoviiiieeiiiiiiniinen. 94,335 —
University of TOledO ......ccoeeviiiiiiiiiiiiiiiiiiee, 75,710 —
Cleveland State University..........ccccceeeeeernnnns 62,035 —
Youngstown State University............ccccveeeneee 43,682 —
Wright State University .......cccccceeiiiiiiiieeennn. 76,344 —
Central State University.........cccooeiiiieeiiinnnnns 17,102 —
Shawnee State University.........cccoeveveeeeeeeeeenn. 13,697 —
Medical College of Ohio ........cceeeeeeeeieieeeeeen. 32,152 —
Columbus State Community College.............. 25,394 —
Clark State Community College.........c............ 5,666 —
Edison State Community College.................... 4,249 —
Southern State Community College................ 3,302 —
Washington State Community College............ 4,144 —
Cincinnati State Community College .............. 13,960 —
Northwest State Community College............... 2,909 —
Owens State Community College................... 17,966 —
Terra State Community College ..........ccccc..... 5,664 —
Total per Financial Statements ..........cccoeveeieiiiiieneenen. 1,364,748 1,361,448

Reconciliation for Component Unit Fund

with June 30, 1995 Year-End (See NOTE 21) ................. (3,300) —
Total Reporting Entity...................cccccurnnee. $1,361,448 $1,361,448

NOTE 8 FIXED ASSETS
A. Primary Government

A summary of fixed assets by category, as of June 30, 1996 (or December 31, 1995, for those entities/funds
identified in NOTE 1), follows (in thousands):

General Total

Internal Pension Fixed Primary
Enterprise Service Trust Assets Government
Land........ccoooiiiii, $..22,360 $ — $ 370 $ 178,597 $ 201,327
Buildings ....vvvveeieeeeeeieeee e, 337,535 6,324 2,743 2,052,579 2,399,181
Land Improvements..........cccoeeeeeeeeieeeennn. — — — 149,076 149,076
Machinery and Equipment...................171,143 127,985 205 190,204 489,537
State Vehicles ......ccccceeeecciiveeieee i, 2,812 728 16 217,554 221,110
Construction-in-Progress.........cccevveeeee.... — 137 — 479,197 479,334
Subtotal.......cevveeiiiiciiiiiee e, 533,850 135,174 3,334 3,267,207 3,939,565
Less: Accumulated Depreciation...................164,959 100,744 417 — 266,120
Total.eeeeee e $368,891 $ 34,430 $2,917 $3,267,207 $3,673,445

No projects were under construction, for the year ended June 30, 1996, that resulted in capitalized interest for the
proprietary and fiduciary fund types.
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Changes in general fixed assets for the year ended June 30, 1996 were as follows (in thousands):

Beginning Deletions/
Balance Balance Net Balance

July 1, 1995 Adjustments Additions Transfers June 30, 1996

6T 0T $ 156,333 $12,208 $10,075 $ (19) $ 178,597
BUIIAINGS ..veeeeiieeeecieee e 1,999,485 13,182 53,247 (13,335) 2,052,579
Land Improvements........cccceeeeeeeieeeeeeennn. 144,071 353 5,030 (378) 149,076
Machinery and Equipment...................... 166,947 11,244 20,074 (8,061) 190,204
State Vehicles ....coovvveeiiiieiiiiiieeeeeieeeee, 202,267 2,414 29,085 (16,212) 217,554
Construction-in-Progress..............c......... 341,712 (21,265) 469,259 (310,509) 479,197
Total..ooeeeeeeieeeeeeee e $3,010,815 $18,136 $586,770 $(348,514) $3,267,207

B. Component Units

A summary of fixed assets by category for the State's component units, as of June 30, 1996 (or December 31,
1995, for those component units identified in NOTE 1), follows (in thousands):

University University
Ohio State of Ohio Miami of
University Cincinnati University University Akron
Land......ccoiieieeee e $ 30,514 $ 14,822 $ 9,493 $ 2,143 $ 16,968
TV To [T o =R 1,159,112 812,391 298,319 286,986 256,034
Land Improvements.........ccccecceeeeeneenn. 128,813 17,201 51,657 27,741 27,878
Machinery, Equipment,
and Vehicles.........ocooeeiiieeiiieeee 546,751 283,677 107,002 81,323 86,892
Library Books and Publications............ 107,195 78,866 41,620 31,207 42,384
Construction-in-Progress...........c.c........ 89,668 105,287 2,420 24,574 11,133
Subtotal ..o 2,062,053 1,312,244 510,511 453,974 441,289
Less: Accumulated Depreciation......... — — — — —
o) - | S $2,062,053 $1,312,244 $510,511 $453,974 $441,289
Kent University Cleveland Other Total
State of State Component Component
University Toledo University Units Units
Land......ccoiieieeee e $ 6,037 $ 17,448 $ 46,460 $ 50,855 $ 194,740
TV To [T o R 214,345 257,136 237,861 1,073,654 4,595,838
Land Improvements........cccceeeeeeeeeeeennn. 23,955 23,546 4,933 64,984 370,708
Machinery, Equipment,
and Vehicles.........ococeeiieiiiieee 85,008 55,389 48,390 348,642 1,643,074
Library Books and Publications............ 42,350 15,790 40,294 79,622 479,328
Construction-in-Progress.........cccceenne.. 16,136 11,130 6,397 58,523 325,268
Subtotal.......ccoiiii 387,831 380,439 384,335 1,676,280 7,608,956
Less: Accumulated Depreciation......... — — — 346 346
Total. oo $387,831 $380,439 $384,335 $1,675,934 $7,608,610
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All part-time and full-time employees and elected officials of the State, including its component units, are eligible to
be covered by one of the following retirement plans:

Public Employees Retirement System
State Teachers Retirement System
State Highway Patrol Retirement System

A. Public Employees Retirement System (PERS)
Pension Benefits

PERS is a cost-sharing, multiple-employer public employee retirement system. PERS early-implemented
Governmental Accounting Standards Board (GASB) Statement No. 25, Financial Reporting for Defined Benefit
Pension Plans and Note Disclosures for Defined Contribution Plans, and GASB Statement No. 26, Financial
Reporting for Postemployment Healthcare Plans Administered by Defined Benefit Pension Plans, for the fiscal
year ended December 31, 1994. The State early-implemented GASB Statement No. 27, Accounting for Pensions
by State and Local Governmental Employers, for the year ended June 30, 1996.

PERS benefits are established under Chapter 145, Ohio Revised Code. PERS provides retirement and disability
benefits, annual cost of living adjustments, and death benefits to plan members and beneficiaries.

PERS issues a stand-alone financial report, copies of which may be obtained by making a written request to:
Public Employees Retirement System of Ohio, 277 East Town Street, Columbus, Ohio, 43215-4642, or by calling
(614) 466-2085.

Employer and employee required contributions to PERS are established under the Ohio Revised Code and are based
on percentages of covered employees’ gross salaries, which are calculated annually by the retirement system’s
actuaries. Contribution rates for calendar year 1995 were as follows:

Contribution Rates — Calendar Year 1995

Employee Share Employer Share
Regular EmMplOYEes ........ccooviiiiiiiiiiiiiiiieeeeee e 8.50% 13.31%
Law Enforcement EmpIOyees .........coooeuvviieeeeeiiiiiiinnen. 9.00% 16.70%

Employer contributions required and made for the last three years were as follows (in thousands):

Primary Government Component Units

Employer’s
Employer’s Contribution Employer’s
Contribution for Law Contribution
For the Year Ended for Regular Enforcement For the Year Ended for Regular
December 31, Employees Employees June 30, Employees
1995 $188,913 $2,480 1996 $98,615
1994 178,344 2,454 1995 94,465
1993 165,926 2,322 1994 90,233
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The pension liability, as calculated in accordance with GASB Statement No. 27, is zero both before and after the
transition.

Other Postemployment Benefits

All age and service retirees with 10 or more years of service credit qualify for healthcare coverage under PERS.
Healthcare coverage for disability recipients and primary survivor recipients is also available. Chapter 145, Ohio
Revised Code, provides the statutory authority for employer contributions. The portion of the employer rate that is
used to fund healthcare is 5.89 percent of covered payroll for law enforcement employees, and 4.29 percent of
covered payroll for regular employees for calendar year 1995. Employees do not fund any portion of healthcare
Ccosts.

PERS healthcare benefits are advance-funded on an actuarially determined basis. An entry-age normal actuarial
cost method of valuation is used in determining the present value of benefit liabilities and normal cost. The
difference between assumed and actual experience (actuarial gains and losses) becomes part of the unfunded
actuarial accrued liability. The investment assumption rate for 1994 was 7.75 percent, while healthcare costs were
assumed to increase by 5.25 percent annually. An annual increase of 5.25 percent, compounded annually, is the
base portion of the individual pay increase assumption. Additionally, annual pay increases over and above the base
portion are assumed to range from zero to 5.1 percent.

With regard to asset valuation for the PERS healthcare plan, short-term securities consisting of commercial paper
and U.S. Treasury obligations are carried at cost; equity securities, fixed income investments, and investments in
real estate are carried at market. For actuarial valuation purposes, a smoothed market approach is used. Under
this approach, assets are adjusted annually to reflect 25 percent of unrealized market appreciation or depreciation
on investment assets.

The number of active contributing plan participants for the multiple-employer plan was 61 thousand for the
primary government, as of June 30, 1996. The employer contribution requirement is summarized below (in
thousands):

Actuarially
Determined
and Actual
Contributions
Primary Government:
(for the year ended December 31, 1995)
Regular EmplOYees........cccovviiiiiiiiiiiiiiiiieeeeee e $89,849
Law Enforcement Employees........ccccoviiiieeeieennnnnnns 1,351
B I0) = N $91,200
Component Units:
(for the year ended June 30, 1996) ..........ccccvvrvvreeeerenns $46,902

PERS had $6.8 billion in net assets available for healthcare benefits at December 31, 1994. The actuarial accrued
liability and the unfunded actuarial accrued liability based on the actuarial cost method used were $7.9 billion and
$1.1 billion, respectively.

B. State Teachers Retirement System (STRS)

Pension Benefits

STRS is a cost-sharing, multiple-employer public employee retirement system. STRS has not early-implemented
GASB Statement Nos. 25 or 26, for the fiscal year ended June 30, 1995.
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Participants in STRS, may retire after 30 years of credited service regardless of age, or at or after age 55 with 25
years of credited service, or at or after age 60 with five years of credited service. Members retiring before age 65
with less than 30 years of service credit receive a percentage reduction in benefit amounts. Retirees are entitled to a
maximum annual retirement benefit, payable in monthly installments for life, equal to the greater of the “formula
benefit” or the “money-purchase benefit” calculation.

Under the “formula benefit” calculation, the maximum annual retirement allowance is equal to 2.1 percent of an
average of a member's three highest years' salary multiplied by the member's number of years of credited service
(up to 30 years and 2.5 percent a year for earned Ohio service over 30 years, up to a maximum allowance of 100
percent of final average salary). Under the “money-purchase benefit” calculation, a member's lifetime
contributions, plus interest at specified rates, are matched by an equal amount from contributed employer funds.
This total is then divided by an actuarially determined annuity factor to determine the maximum annual retirement
allowance. Annually, after retirement, STRS benefits are increased three percent if the cost of living, as measured
by the Consumer Price Index, increases at least three percent on a cumulative basis since the latest adjustment.

A retiree of STRS or any other Ohio public retirement system is eligible for re-employment as a teacher after two
months from the date of retirement. Contributions are made by the member and employer during the period of re-
employment. Upon termination or the retiree reaches the age of 65, whichever comes later, the retiree is eligible for
a money purchase benefit or a lump-sum payment in addition to the original retirement allowance.

STRS also provides death, survivors', disability, healthcare, and supplemental benefits. STRS benefits are
established under Chapter 3307, Ohio Revised Code.

Employer and employee required contributions to STRS are established by the Board and limited under the Ohio
Revised Code to employer and employee rates of 14 percent and 10 percent, respectively, and are based on
percentages of covered employees' gross salaries, which are calculated annually by the retirement system's actuary.
Contribution rates for fiscal year 1996 were 14 percent for employers and 9.3 percent for employees. For STRS,
12 percent of the employer rate is used to fund pension obligations. The difference between the total employer rate
and the share used to fund pension obligations is the percentage used to fund the STRS healthcare program.

For the primary government, the payroll for its employees covered under STRS, for the year ended June 30, 1996,
was $39.8 million; total payroll for this period was $2.3 billion. For the State's component units, covered and total
payroll, for the same period, was $937 million and $2 billion, respectively.

The contribution requirement for the STRS pension obligation, for the year ended June 30, 1996 is summarized
below (in thousands):

Actuarially Determined
and Actual Contributions

Employer Employee
Percent of Percent of
Dollar Active Member Dollar Active Member
Amount Payroll Amount Payroll
Primary Government.................... $4,780 12% $3,704 9.3%
Component Units ......................... $112,449 12% $87,148 9.3%
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The “pension benefit obligation” is a standardized disclosure measure of the present value of pension benefits,
adjusted for the effects of projected salary increases and any step-rate benefits, estimated to be payable in the
future as a result of employee service to date. The measure, which is the actuarial present value of credited
projected benefits, is intended to assist financial statement users in assessing a pension plan's funding status on a
going-concern basis and progress made in accumulating sufficient assets to pay benefits when due and in making
comparisons among public employee retirement systems and employers. The STRS does not make a separate
measurement of assets and pension benefit obligation for individual employers.

Therefore, the pension benefit obligation determined through the most recent actuarial valuation, the net assets
available for benefits, and the unfunded pension benefit obligation for STRS, as a whole, are presented below (in
thousands):

STRS,
as of July 1, 1995
Pension benefit obligation ... $36,112,351
Less: Net assets available for benefits (valued at cost) ....... 28,108,592
Unfunded pension benefit obligation™................cc....... $ 8,003,759

*Excludes healthcare benefits

The market value of net assets available for pension benefits for STRS at July 1, 1995 was $30.9 billion. Actuarial
valuations are calculated annually by the retirement system's actuary.

During the year ended June 30, 1995, the State paid $3 million to STRS for benefit increases. Funding for benefit
increases is on a pay-as-you-go basis by the State.

Information from STRS to determine the State's actuarially determined contribution requirement as a percentage of
total STRS actuarially determined contribution requirements of all participating entities for its fiscal year ended
June 30, 1996 was not available at the time of publication of this report; during fiscal year 1995, the State's
required contribution to STRS represented less than one percent of total STRS contributions of all participating
entities while the component units' required contributions to STRS, in the aggregate for fiscal year 1995,
represented 12.1 percent of total STRS contributions of all participating entities.

Ten-year historical trend information for STRS is presented in the STRS Comprehensive Annual Financial Report,
as of June 30, 1995, the most recent data available.

Other Postemployment Benefits

The STRS plan provides comprehensive healthcare benefits to retirees and their dependents. Retirees are required
to make healthcare premium payments at amounts that vary according to each retiree's years of credited service and
choice of healthcare provider. Additional premiums are required to be paid by retirees for covered spouses and
dependents. Chapter 3307, Ohio Revised Code, gives the STRS board discretionary authority over how much, if
any, of associated healthcare costs are absorbed by the plan. Currently, employer contributions equal to two
percent of covered payroll are allocated to pay for healthcare benefits.

The employer contribution is advance-funded, but not on an actuarially determined basis. Net healthcare costs paid
by the primary government and its component units, for the year ended June 30, 1996, totaled $797 thousand and
$18.7 million, respectively. Eligible benefit recipients for the primary government, for the same period, totaled 929.
Net assets available to fund future healthcare benefits was $1.5 billion, as of June 30, 1995.
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C. State Highway Patrol Retirement System (SHPRS)

SHPRS, a component unit of the State, was established in 1944 by the General Assembly as a single-employer,
defined benefit pension plan and is administered by the State. SHPRS early-implemented GASB Statement Nos. 25
and 26 for the fiscal year ended December 31, 1995, and the State early-implemented GASB Statement No. 27 for
the fiscal year ended June 30, 1996.

The plan issues a stand-alone financial report that includes financial statements and required supplementary
information, and the plan is also reported as a pension trust fund by the State. Copies of the financial report may
be obtained by writing to the Ohio State Highway Patrol Retirement System, 6161 Busch Boulevard, Suite 119,
Columbus, Ohio 43229-2553, or by calling (614) 466-2268.

SHPRS is authorized under Chapter 5505, Ohio Revised Code, to provide retirement and disability benefits to
retired members and survivor benefits to qualified dependents of deceased members of the Ohio State Highway
Patrol. Chapter 5505, Ohio Revised Code, also requires contributions by active members and the Ohio State
Highway Patrol. The employee contribution rate is established by the General Assembly, and any change in the
rate requires legislative action. The employer contribution rate is established by the SHPRS Retirement Board and
certified to the State of Ohio every two years. By law, the employer rate may not exceed three times the employee
contribution rate. Active members and the Ohio State Highway Patrol are required to contribute 10.5 percent and
24.53 percent, respectively, of active member payroll, of which all of the employee’s contribution and 19.03
percent of the employer’s contribution are used to fund pension benefits. The remainder is used to fund
postemployment healthcare benefits.

SHPRS’s financial statements are prepared using the accrual basis of accounting, under which expenses are
recorded when the liability is incurred and revenues are recorded when they are earned.

All investments are reported at fair value. Fair value is, “the amount that the plan can reasonably expect to receive
for an investment in a current sale, between a willing buyer and a willing seller- that is, other than in a forced or
liquidation sale.” Short-term investments are reported at cost, which approximates fair value. Corporate bonds are
valued at the median price by the brokerage firms. Securities traded on a national exchange are valued at the last
reported sales price at the current exchange rate. The fair value of real estate investments are based on the
estimated current value and on independent appraisals.

The assets were valued with a method that amortizes each year’s investment gain or loss over a closed, four-year
period.

Annual pension cost for the State totaled $11.8 million for the year, 100 percent of which was contributed during
the year.

SHPRS used the entry-age normal actuarial cost method for the Schedule of Funding Progress for the actuarial
valuation, dated December 31, 1995. Assumptions used in preparing the Schedule of Funding Progress and in
determining the annual required contribution include: a 7.75 percent rate of return on investments; projected salary
increase of five percent attributable to inflation and additional projected salary increases ranging from zero to 3.5
percent per year attributable to seniority and merit; and postretirement increases of three percent each year that the
consumer price index increases by at least three percent.

The unfunded actuarial accrued liability is being amortized using the level-percentage of projected payroll method
over a closed period of 23 years.
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The pension liability, as calculated in accordance with GASB Statement No. 27, is zero both before and after the
transition.

In addition to retirement and healthcare benefits, SHPRS also provides for disability and survivors' benefits.
Qualified dependents of a deceased member are eligible for monthly survivors' benefits.

The Schedule of Funding Progress, for the year ended December 31, 1995, follows (in thousands):

(A) (B) (C) (D) (E) (F) (G)
Unfunded UAAL as
Actuarial Percentage of
Actuarial Accrued Ratio of Active Active Member
Valuation Accrued Valuation Liability (UAAL)  Assets to AAL Member Payroll
Year Liability (AAL) Assets (B) - (C) (C)/(B) Payroll (D)/(F)
1993 @ $351,456 $297,051 $54,405 84.5% $55,782 97.5%
1994 ® 374,007 330,787 43,220 88.4 58,117 74.4
1995 402,450 370,425 32,025 92.0 59,825 53.5
1995 @ 427,757 370,425 57,332 86.6 59,825 95.8
1995 @&0) 424,351 370,425 53,926 87.3 59,825 90.1

(a)
(b

) Plan amended
) Revised actuarial assumptions or methods

Amounts reported in the schedule do not include assets or liabilities for postemployment healthcare benefits.

Other Postemployment Benefits

In addition to providing pension benefits, SHPRS pays health insurance claims on behalf of all persons receiving a
monthly pension or survivor benefit and Medicare Part B basic premiums for those eligible benefit recipients upon
proof of coverage. The number of active contributing plan participants, as of December 31, 1995, was 1,455. The
cost of retiree healthcare benefits is recognized as claims are incurred and premiums are paid. The calendar year
1995 expense was $2 million.

Healthcare benefits are established in Chapter 5505, Ohio Revised Code, and are advance funded by the employer
on the same actuarially determined basis (using the same assumptions) as are the SHPRS pension benefits, as
previously discussed. In addition, the assumption that projected healthcare premiums would increase at a rate of
five percent, compounded annually, due to inflation was also used in the valuation. The net assets available for
benefits allocated to healthcare costs at December 31, 1995 was $67.7 million, and include investments, which are
carried at fair value, as described above.

As of December 31, 1995, the actuarial accrued liability for healthcare benefits, the portion of the present value of
plan promises to pay benefits in the future that are not covered by future normal cost contributions, was $68.6
million; the unfunded actuarial accrued liability for healthcare benefits at that date was $900 thousand.

Employer contributions are made in accordance with actuarially determined requirements. The employer

contribution requirement was approximately $3.4 million or 5.5 percent of active member payroll for the period
January 1 to December 31, 1995.
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The State has pledged its faith and credit for the payment of principal and interest on general obligation bonds
accounted for and included with obligations in the General Long-Term Obligations Account Group.

At various times since 1921, Ohio voters, by 14 constitutional amendments (the last adopted in November 1995),
have authorized the incurrence of general obligation debt for the construction and improvement of State facilities,
highways, research and development of coal technology, parks, recreation, and natural resources, and local
infrastructure improvements. In practice, general obligation bonds are retired over periods of 10 to 35 years.

A 1987 constitutional amendment authorized the issuance of $1.2 billion of general obligation bonds for
infrastructure improvements (Infrastructure Bonds), of which no more than $120 million may be issued in any year.
As of June 30, 1996, the General Assembly had authorized $960 million of these bonds to be sold, of which
approximately $960 million had been issued and $858.5 million (net of unaccreted discount of $172.1 million on
deep-discount bonds issued) was outstanding. In November 1995, voters approved another constitutional
amendment to authorize the issuance of an additional $1.2 billion of Infrastructure Bonds, of which no more than
$120 million (plus any prior years’ principal amounts not issued under the new authorization) may be sold in any
one year. As of June 30, 1996, the General Assembly had not authorized any Infrastructure Bonds to be issued
under the provisions of the recent constitutional amendment.

A constitutional amendment approved by voters in 1968 authorized the issuance of Highway Obligations in
amounts up to $100 million in any calendar year, with no more than $500 million in principal amount outstanding
at any one time. The aggregate of General Assembly authorizations, as of June 30, 1996, for Highway Obligations,
was $1.85 billion, of which $1.65 billion had been issued and $359.3 million was outstanding. In November 1995,
voters approved another constitutional amendment to authorize the issuance of Highway Obligations in amounts up
to $220 million in any fiscal year (plus any prior fiscal years’ principal amounts not issued under the new
authorization), with no more than $1.2 billion outstanding at any time. As of June 30, 1996, the General Assembly
had not authorized any Highway Obligations to be issued under the provisions of the recent constitutional
amendment.

Coal Research and Development Bonds and Parks and Natural Resources Bonds may be issued as long as the
outstanding principal amounts do not exceed $100 and $200 million, respectively. As of June 30, 1996, the
General Assembly had authorized the issuance of $150 million in Coal Research and Development Bonds, of which
$95 million had been issued and $39.6 million was outstanding. Legislative authorizations for the issuance of
Parks and Natural Resources Bonds totaled $100 million, as of June 30, 1996, of which $50 million had been
issued and $47.2 million was outstanding.

General obligation bonds outstanding, and bonds authorized but unissued, as of June 30, 1996, were as follows (in
thousands):

Average

Fiscal Net Maturing Authorized

Years Interest Through Outstanding But
Purpose Issued Rates Fiscal Year Balance Unissued
Infrastructure Improvements.................... 1990-96 4.8%-8.2% 2016 $ 858,504 $ —
Highway Obligations.............cccocvveeeeeennns 1988-96 4.5%-6.5% 2005 359,260 209,695
Coal Research and Development............. 1987-96 4.5%-6.2% 2005 39,600 55,000

Parks, Recreation, and

Natural RESOUICES .....cceeeveeeiriiiieeeeeeaes 1995 4.5%-5.6% 2009 47,200 50,000
Total..ueeeeeeee e, $1,304,564 $314,695

Changes in general obligation bonds during the year ended June 30, 1996 are summarized in NOTE 15.
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Future general obligation debt service requirements, as of June 30, 1996, were as follows (in thousands):

Year Ending June 30, Principal Interest Total
1997 $ 148,340 $ 53,922 $ 202,262
1998, 130,470 46,500 176,970
1999, i 108,210 40,511 148,721
2000, e 96,275 36,084 132,359
2001 e 98,475 32,686 131,161
Thereafter ......ccooceeeeenene.. 894,925 169,768 1,064,693

Subtotal ..o 1,476,695 379,471 1,856,166

Less: Unaccreted Discount................ 172,131 — 172,131

Total e $1,304,564 $379,471 $1,684,035

In fiscal year 1993, the Treasurer of State defeased the Infrastructure Improvement Bonds, Series 1988 by placing
the proceeds of new bonds in an irrevocable trust to provide for all future debt service payments on the old bonds.
Accordingly, the trust account's assets and liabilities for the defeased bonds are not included in the State's financial
statements. As of June 30, 1996, $78.7 million of the Infrastructure Bonds outstanding are considered defeased.

NOTE 11 SPECIAL OBLIGATION BONDS

Special obligation bonds reported in the General Long-Term Obligations Account Group have been authorized and
issued by the Ohio Building Authority (OBA), the Ohio Public Facilities Commission (OPFC), and the Treasurer of
State for the Department of Education. OBA bonds finance the capital costs of categories of facilities including
correctional facilities and office buildings for State departments and agencies and, in some cases, related facilities
for local governments. OPFC bonds finance the cost of capital facilities for the state-supported institutions of
higher education, mental hygiene and retardation, and parks and recreation. Elementary and Secondary Education
Bonds issued by the Treasurer of State for the Department of Education finance the cost of capital facilities for
local school districts.

OBA bonds issued for State agencies are reflected as special obligation bonds, and OBA bonds issued for related
local government facilities are shown as revenue bonds (See NOTE 12).

OBA, OPFC, and the Elementary and Secondary Education bonds are secured by pledges of lease rental payments
from appropriations made to the General Fund and the Highway Safety and Highway Operating Special Revenue
funds, moneys held by trustees pursuant to related trust agreements, and other receipts, as required by the
respective bond documents.

Special obligation bonds outstanding, and bonds authorized but unissued, as of June 30, 1996, were as follows (in
thousands):

Average

Fiscal Net Maturing Authorized

Years Interest Through Outstanding But
Organization Issued Rates Fiscal Year Balance Unissued
Ohio Building Authority.........cccoccoeeenieeen. 1985-96 4.6%-9.6% 2016 $1,762,396 $ 582,075
Ohio Public Facilities Commission........... 1974-96 4.5%-8.1% 2011 2,632,615 635,170
Elementary and Secondary Education ..... 1995 5.8% 2003 53,825 70,000
Total..ooeeeeeeee e $4,448,836 $1,287,245
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Changes in special obligation bonds during the year ended June 30, 1996 are summarized in NOTE 15.

Future special obligation debt service requirements, as of June 30, 1996, were as follows (in thousands):

Year Ending June 30, Principal Interest Total
1997 e $ 407,825 $ 236,241 $ 644,066
1998 ..o 405,885 218,384 624,269
1999 L 383,241 201,295 584,536
2000 .eeieeieee e 367,472 181,642 549,114
20071 i 349,086 158,077 507,163
Thereafter .......ccoceevieennnes 2,535,327 673,059 3,208,386

o] ¢ | $4,448,836 $1,668,698 $6,117,534

On October 1, 1995, the OPFC issued $11.1 million of special obligation current refunding bonds to defease $13.6
million of special obligation bonds. The net proceeds of approximately $11 million from the current refunding
issue, plus an additional $2.8 million of existing debt service moneys, were used to purchase U.S. government
securities, which were placed in an irrevocable trust with an agent to provide for all future debt service payments on
the refunded principal through the December 1, 1995 call date. Consequently, the refunded bonds are no longer
considered to be outstanding, and the corresponding principal amounts have been removed from the General Long-
Term Obligations Account Group.

The OPFC refunded the special obligation bonds to reduce its debt service over the next five years by
approximately $4.1 million to obtain an economic gain (the difference between the present values of the debt service
payments on the old and new debt) of approximately $1.2 million.

In prior years, the OBA and OPFC defeased certain bond issues by placing the proceeds of new bonds in
irrevocable trusts to provide for all future debt service payments on the old bonds. Accordingly, the various trust
accounts’ assets and liabilities for the defeased bonds are not included in the State’s financial statements. As of
June 30, 1996, $586.2 million and $128.3 million of OBA and OPFC bonds outstanding, respectively, are
considered defeased.

NOTE 12 REVENUE BONDS AND NOTES

The State Constitution permits State agencies and authorities to issue bonds that are not supported by the faith and
credit of the State. These bonds pledge income derived from user fees and rentals on the acquired or constructed
assets to pay the debt service. Issuers for the primary government include the Treasurer of State for the Ohio
Department of Development's Office of Financial Incentives, and the Ohio Building Authority (OBA), which has
issued revenue bonds on its own behalf and for the Ohio Bureau of Workers’ Compensation. Major issuers for the
State's component units include the Ohio Water Development Authority, the Ohio State University, the University
of Cincinnati, and the University of Toledo.

A. Primary Government

Revenue bonds accounted for in the Enterprise Fund finance the costs of the William Green Building, which houses
the main operations of the Ohio Bureau of Workers' Compensation in Columbus.
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OBA revenue bonds reported in the Internal Service Fund finance the costs of office buildings and related facilities
for shared use by local governments. The principal and interest requirements on these bonds are paid from rentals
received under the long-term lease agreements discussed in NOTE 6.

Economic development bonds, issued by the Treasurer of State for the Office of Financial Incentives’ Direct Loan
Program, provide financing for loans and loan guarantees to businesses within the State, which cannot obtain
conventional financing for economic development projects that create or retain jobs in the State. The bonds are
backed with profits derived from the sale of spirituous liquor by the Ohio Department of Liquor Control and
pledged moneys and related investment earnings held in reserve under a trust agreement with a financial institution.
As of June 30, 1996, approximately $62 million in economic development bonds payable from liquor profits were
outstanding.

Additionally, taxable economic development bonds in the amount of $5.5 million, issued by the Treasurer of State
in connection with the Ohio Enterprise Bond Program, were outstanding, as of June 30, 1996. Proceeds from this
bond issuance in fiscal year 1988 were placed in a reserve with trustee and are pledged to support, in part, the
payment of principal and interest on other economic development bonds issued under this program.

During fiscal year 1996, $7.8 million of Ohio Enterprise Bonds were issued under the authority of Section 166.09,
Ohio Revised Code, to provide private entities with capital financing for economic development projects. The Ohio
Enterprise Bonds, which are reported as “no commitment” debt in NOTE 16, are primarily secured by the property
financed, and payments by the borrowing entities are used to retire the debt and to service interest payments.

Revenue bonds outstanding for the primary government, as of June 30, 1996 (December 31, 1995 for the Bureau of
Workers’ Compensation), were as follows (in thousands):

Fiscal Maturing
Year Interest Through Outstanding
Organization Issued Rates Fiscal Year Balance
Enterprise:
Ohio Building Authority/
Bureau of Workers’ Compensation..........ccceeeeeeeeeeeeeeennn. 1994 3.3%-5.1% 2014 $208,428
Internal Service:
Ohio Building AUthOrity ........cevviiiiiiie e 1986 5.5%-9.8% 2008 41,340
General Long-Term Obligations:
Treasurer of State/Economic Development ....................... 1988-89 7.5%-9.7% 2001 67,490
TOtAl et $317,258

* Average net interest rates

Changes in revenue bonds reported in the General Long-Term Obligations Account Group, for the year ended June
30, 1996, are summarized in NOTE 15.

Future bond service requirements for revenue bonds of the primary government, as of June 30, 1996 (December 31,
1995 for the Bureau of Workers” Compensation), were as follows (in thousands):
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General Long-Term

Enterprise Fund Internal Service Fund Obligations Account Group
Year Ending
December 31 or June 30, Principal Interest Total Principal Interest Total Principal Interest Total
1996 ..cooiiiiiiiieeene $..3,000 $ 9,861 $12,861
1997 oo 4,000 9,731 13,731 $2,540, $ 3,300 $ 5,840 $14,817 $ 4,835 $19,652
1998 ..o 5,000 9,555 14,555 2,512 3,330 5,842 13,869 5,769 19,638
1999 i 6,000 9,332 15,332 2,735 3,110 5,845 14,256 5,364 19,620
2000 .. 7,000 9,062 16,062 2,975 2,868 5,843 14,731 4,877 19,608
2007 oo 3,243 2,601 5,844 9,817 2,248 12,065
Thereafter................... 187,255 70,254 257,509 29,474 11,507 40,981 — — —
Subtotal........cccooereenne 212255 117,795 330,050 43,479 26,716 70,195 67,490 23,093 90,583
Less: Unamortized
Discount.......ccceeeveeeiuveenn. 3,827 — 3,827 2,139 — 2,139 — — —
Total...oooiieeieeee $208,428 $117,795 $326,223 $41,340 $26,716 $68,056 $67,490 $23,093 $90,583

B. Component Units

Ohio Water Development Authority (OWDA) bonds and notes provide financing to local government authorities
(LGA) in the State of Ohio for the acquisition, construction, maintenance, repair, and operation of water
development projects and solid waste projects, including the construction of sewage and related water treatment
facilities. The principal and interest requirements on OWDA obligations are generally paid from investment
earnings, federal funds and/or repayments of loan principal and interest thereon from the LGAs.

A portion of OWDA's outstanding bonds have been issued for the Water Pollution Control Loan Program, which
provides low-cost financing to LGAs for the construction of wastewater treatment facilities. In the event pledged
program revenues, which consist of interest payments from the LGAs as reimbursement for construction costs, are
not sufficient to meet debt service requirements for the bonds, the General Assembly may appropriate moneys for
the full replenishment of a bond reserve. As of December 31, 1995, approximately $386.2 million in bonds were
outstanding for this program. Future bond service requirements for the Water Pollution Control Loan Program
revenue bonds, as of December 31, 1995, were as follows (in thousands):

Year Ending December 31, Principal Interest Total
1996 .. $ 9,385 $ 22,158 $ 31,543
1997 e 13,150 19,773 32,923
1998 .. 15,880 19,145 35,025
1999 .. 16,900 18,392 35,292
2000 .. e 17,275 17,588 34,863
Thereafter......cccceeeeeeeennnee. 310,890 132,087 442 977
Subtotal.......ooooiiiiie 383,480 229,143 612,623
Add: Unamortized Premium.............. 2,810 — 2,810
Total. oo $386,290 $229,143 $615,433

Generally, bonds and notes issued by the state universities and state community colleges are payable from the
institutions' available receipts, including student fees, rental income, and gifts and donations, as may be provided
for in the respective bond proceedings, for the construction of residence and dining halls and auxiliary facilities
such as hospitals, parking facilities, bookstores, and athletic facilities.

Except as previously discussed with respect to OWDA's Water Pollution Control Loan Program bonds, the State is
not obligated in any manner for the debt of its component units.
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Future bond service requirements for revenue bonds and notes reported in the component unit funds, as of June 30,
1996 (December 31, 1995 for OWDA), were as follows (in thousands):

Ohio Water Development Authority Ohio State University University of Cincinnati
Year Ending
December 31 or June 30, Principal Interest Total Principal Interest Total Principal Interest Total
1996 ... $.....63,205 $ 73,102 $ 136,307
67,599 137,249 $ 21,483 $ 9,298 $ 30,781 $111,316  $ 16,947 $128,263
64,154 138,724 18,173 8,330 26,503 15,337 12,439 27,776
60,431 137,451 18,633 7,470 26,103 13,671 11,667 25,338
56,497 127,542 17,042 6,637 23,679 12,873 10,944 23,817
2007 oo 15,942 5,856 21,798 12,344 10,243 22,587
Thereafter.................. 997,670 392,401 1,390,071 105,877 25,171 131,048 159,806 59,705 219,511
Subtotal ........cceeuveeenens 1,353,160 714,184 2,067,344 197,150 62,762 259,912 325,347 121,945 447,292
Less: Unamortized
Discount ........cccoveeeunee.. 33,201 — 33,201 — — — — — —
Total...oooceeeeieeee. $1,319,959 $714,184 $2,034,143 $197,150 $62,762 $259,912 $325,347 $121,945 $447,292
University of Toledo Other Component Units Total Component Units
Year Ending
December 31 or June 30, Principal Interest Total Principal Interest Total Principal Interest Total
$ 198 § 217 $ 415 $ 63,403 $ 73319 $ 136,722
$ 4955 $ 8,345 15,346 11,574 26,920 221,185 110,373 331,558
4,765 7,985 13,463 10,884 24,347 124,763 100,572 225,335
4,559 7,484 13,717 10,259 23,976 125,966 94,386 220,352
4,409 7,489 13,554 9,424 22,978 117,594 87,911 205,505
. 4,251 7,476 13,262 8,791 22,053 44,773 29,141 73,914
Thereafter..................72.755. 46,669 119,424 157,185 64,324 221,509 1,493,293 588,270 2,081,563
Subtotal........ccceeveuveenns 88,595. 69,608 158,203 226,725 115,473 342,198 2,190,977 1,083,972 3,274,949
Less: Unamortized
Discount ........ccccveevvveennnn = — — — — — 33,201 — 33,201
Total...coeeeeeeeeeee. $88,595. $69,608 $158,203 $226,725 $115473  $342,198 $2,157,776 $1,083,972 $3,241,748

NOTE 13 CERTIFICATES OF PARTICIPATION

As of June 30, 1996, approximately $17.7 million in certificate of participation obligations were reported in the
General Long-Term Obligations Account Group. In fiscal year 1992, $8.7 million of certificates of participation
obligations were issued to finance the Ohio Department of Transportation’s acquisition of the Panhandle Rail Line
Project. During fiscal year 1996, an additional $10 million in obligations were sold to finance State assistance to
the Greater Cleveland Regional Transit Authority for a share of the Cleveland Waterfront Transit Line Project’s
construction costs.

Under a certificate of participation financing arrangement, the State is required to make payments from the General
Fund and the Transportation Certificate Debt Service Fund subject to biennial appropriations that approximate the

interest and principal payments made by trustees to certificate holders.

Obligations outstanding for the primary government under certificate of participation financing arrangements, as of
June 30, 1996, were as follows (in thousands):
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Fiscal Maturing

Year Interest Through Outstanding
Project Issued Rates Fiscal Year Balance
General Long-Term Obligations:
Department of Transportation:

Panhandle Rail Line Project...........coccuieeeiieiiiniiiiiieeeen. 1992 5.4%-6.7% 2012 $ 7,740
Waterfront Transit Line Project.........cccooecvieeeviiiiiniinnnen. 1996 4.8%-9.1% 2003 10,000
0] = $17,740

As of June 30, 1996, the primary government’s future commitments under the certificate of participation financing
arrangements were as follows (in thousands):

General Long-Term Obligations Account Group

Year Ending June 30, Principal Interest Total
1997 o $1,265 $ 1,022 $ 2,287
1998 .. 1,570 921 2,491
1999 . 1,670 809 2,479
2000 ... 1,795 703 2,498
20071 e 1,880 616 2,496
Thereafter.......cccoceveeeceenne 9,560 3,066 12,626

o) ¢- | $17,740 $7,137 $24,877

Changes in certificate of participation obligations reported in the General Long-Term Obligations Account Group,
for the year ended June 30, 1996, are summarized in NOTE 15.

For the State’s component units, approximately $17 million in certificate of participation obligations are reported in
the College and University Funds. The obligations finance building construction costs at the Ohio State University,
University of Cincinnati, and University of Akron.

As of June 30, 1996, future commitments under the certificate of participation financing arrangements for the
State’s component units were as follows (in thousands):

Ohio State University University of Cincinnati
Year Ending June 30, Principal Interest Total Principal Interest Total
1997 $..455 $179 $ 634 $ 565 $146 $ 711
1998 480 163 643 320 123 443
1999 490 146 636 250 109 359
128 643 250 98 348
109 639 250 87 337
200 2,400 1,430 422 1,852
Total .o $4,670 $925 $5,595 $3,065 $985 $4,050
University of Akron Total Component Units
Year Ending June 30, Principal Interest Total Principal Interest Total
1997 $...360 $ 524 $ 884 $ 1,380 $ 849 $ 2,229
507 887 1,180 793 1,973
488 878 1,130 743 1,873
468 883 1,180 694 1,874
445 885 1,220 641 1,861
2,841 10,151 10,940 3,463 14,403
$5,273  $14,568 $17,030 $7,183  $24,213
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As of June 30, 1996, other general long-term obligations of the State reported in the General Long-Term
Obligations Account Group were as follows (in thousands):

Compensated ADSENCES (A.) .oooiiieiiiiiiieee e $275,452
Lease Agreements (B.) .....coooiiiiiiiiieiiiiiiieeee e 13,042
Judgments, Settlements, and Claims (C.)........ccooevveiiiiiiiiinennnenn. 137,893
Litigation Liabilities (C.) ..eveeeriiiiiieiiie e 8,375
Workers' Compensation Obligation (D.).........ccccuieeeieeiiiiiiiieeeeeenn. 540,200

Total Other General Long-Term Obligations.................... $974,962

Changes in other general long-term obligations reported in the General Long-Term Obligations Account Group, for
the year ended June 30, 1996, are summarized in NOTE 15.

A. Compensated Absences

To lessen the impact of terminal leave pay on a given State agency's budget, an accrued leave funding program was
instituted by law in 1982. State agencies must contribute a percentage of gross payroll to a common pool of
resources from which terminal leave expenditures/expenses are paid. The amount of cash equity with Treasurer
and related interest receivable available to satisfy terminal pay claims at June 30, 1996 was approximately $30.5
million. These and related assets are reported as part of the Payroll Withholding and Fringe Benefits Agency Fund.

The compensated absence liability for the primary government's proprietary funds is reported net of the funds'
portion of accrued leave funding and is reflected in accrued liabilities. The compensated absence liability for the
primary government's governmental funds is also reported net of the funds' portion of the accrued leave funding and
is reported as part of the General Long-Term Obligations Account Group.

For the primary government, the gross compensated absences liability, as of June 30, 1996, was $332.2 million, of
which $28.8 million is allocable to the proprietary funds and $303.4 million is allocable to the General Long-Term
Obligations Account Group. The net (after reduction of the $30.5 million) compensated absence liability, as of
June 30, 1996, was $301.7 million, of which $26.2 million is reported in the proprietary funds and $275.5 million
is reported in the General Long-Term Obligations Account Group.

For the State's component units, the compensated absences liability, as of June 30, 1996, in the amount of $183.7
million is included in “Accrued Liabilities.”

B. Lease Agreements

The State's primary government leases office buildings and office and computer equipment. Although the lease
terms vary, most leases are renewable subject to biennial appropriations by the General Assembly. If the likelihood
of the exercise of a fiscal funding clause in the lease agreement is, in the management's judgment, remote, then the
lease is considered noncancelable for financial reporting purposes and is reported as a fund expenditure/expense for
operating leases or in the General Long-Term Obligations Account Group or appropriate proprietary fund types for
capital leases.

Assets acquired through capital leasing are valued at the lower of fair market value or the present value of the
future minimum lease payments at the lease's inception. The noncurrent portion of capital lease obligations for the
proprietary fund types are reported in those funds as long-term obligations. The related assets and depreciation of
these assets are included in the proprietary funds.  Capital lease obligations for the governmental
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fund types are reported in the General Long-Term Obligations Account Group and the related assets are reported in
the General Fixed Assets Account Group.

Operating leases (leases on assets not recorded in the combined balance sheet) contain various renewal options as
well as some purchase options.

Any escalation clauses, sublease rentals, and contingent rents are considered immaterial to the future minimum
lease payments and current rental expenditures. Operating lease payments are recorded as expenditures or expenses
of the related funds when paid or incurred.

The primary government's total operating lease expenditures/expenses for fiscal year 1996 were approximately
$88.2 million. Future minimum lease commitments for operating leases and capital leases judged to be
noncancelable, as of June 30, 1996, were as follows (in thousands):

CAPITAL LEASES
Internal General
Operating Enterprise Service Long-Term
Year Ending June 30, Leases Funds Funds Obligations Total
1997 e $8,152 $ 9,863 $299 $ 6,203 $16,365
1998 .. 171 9,862 27 4,406 14,295
1999 . 139 6,575 e 3,127 9,702
2000 ... 14 e e 517 517
20071 e e e — 222 222
Thereafter........ccceoevnennee. — — — — —
Total Minimum Lease Payments....... $8,476 26,300 326 14,475 41,101
Less: Amount Representing Interest .......... 2,052 8 1,433 3,493
Present Value of Net Minimum
Lease Payments........cccoeeevieeienneene $24,248 $318 $13,042 $37,608

As of June 30, 1996, the primary government had the following fixed assets (net of accumulated depreciation for
proprietary funds) under capital leases, which are reported under “Accrued Liabilities” in the proprietary funds (in
thousands):

General
Enterprise Internal Fixed
Fund Service Fund Assets Total
Equipment.......cccceeeeeeciiieiee e, $32,388 $479 $24,855 $57,722
VehiCleS ....oveeeiieieeeeeeee e — — 37 37
1) £ | P $32,388 $479 $24,892 $57,759

Amortization expense for the proprietary funds is included with depreciation expense.

C. Judgments, Settlements, and Claims/Litigation Liabilities

The Ohio Department of Education has been involved with several school desegregation court cases filed against
the State by various local boards of education. In cases when the judgment went against the State, the courts
decided that the State was responsible for sharing in all past and future desegregation costs. As of June 30, 1996,
the State was responsible for an estimated $137.6 million liability for past desegregation costs, which is recorded in
the General Long-Term Obligations Account Group until such time that it becomes payable from the General Fund.

Additionally, the State has accrued approximately $223 thousand for claims payable under the Disability
Assistance Program that the Ohio Department of Human Services administers.

For information on the State's loss contingencies arising from pending litigation, see NOTE 23.
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D. Workers' Compensation Obligation

The State's primary government is permitted to pay its workers' compensation liability on a terminal funding (pay-
as-you-go) basis. As a result, the Workers' Compensation Enterprise Fund recognized an unbilled premium
receivable for the State's portion of its actuarially determined liability for compensation, which is recorded in the
General Long-Term Obligations Account Group, in the amount of $540.2 million.

E. Liabilities Payable from Restricted Assets

Deferred Prize Awards

Deferred prize awards payable in installments over future years totaling approximately $1.27 billion, as of June 30,
1996, are recorded as “Liabilities Payable from Restricted Assets” at present value based upon interest rates the
Treasurer of State provides the Ohio Lottery Commission Enterprise Fund. The interest rates, ranging from four to
11.7 percent, represent the expected long-term rate of return on the assets restricted for the payment of deferred
prize awards. Once established for a particular deferred prize award, the interest rate does not fluctuate with
changes in the expected long-term rate of return. The difference between the present value and gross amount of the
obligations is amortized into income over the terms of the obligations using the interest method.

The present value of future payments of unpaid prize awards, as of June 30, 1996, is summarized as follows (in
thousands):

Year Ending June 30,

1997 e $ 148,177

1998 .. 148,131

1999 .. 147,821

2000 ... 147,671

20071 oo 147,634
Thereafter.....evvveeeeeiiiieiieeeeeeeeeeeen, 1,480,837
Subtotal.....ccoooiiiiii 2,220,271

Less: Unamortized Discount ............cccceeeeeeeeiennnnee. 943,730
Net Prize Liability........ccovvvvvviiiiiiiiiii $1,276,541

Prizes can be claimed within six months of the drawing date for on-line games and within six months of the closing
date for instant games. After the expiration of the statutory six-month period, the prize liability is reduced by the
amount estimated for unclaimed prizes.

Tuition Benefits

The actuarial present value of future tuition benefits payable from the Tuition Trust Authority Enterprise Fund
totaling $162.7 million, as of June 30, 1996, are recorded as “Liabilities Payable from Restricted Assets.” The
valuation method reflects the present value of estimated tuition benefits that will be paid in future years and is
adjusted for the effects of projected tuition increases at state universities and state community colleges and
termination of plan participation. The following assumptions were used in the actuarial determination of tuition
benefits payable: 8.1 percent rate of return, compounded annually, on the investment of current and future assets;
projected tuition increases at 6.7 percent, compounded annually; and a 4.0 percent Consumer Price Index inflation
rate.
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F. Reserve for Compensation

The Workers' Compensation Enterprise Fund provides benefits to employees for losses sustained from job-related
injury, disease, or death. The Bureau has computed a reserve for compensation, as of December 31, 1995, in the
amount of $12.84 billion. The reserve, which includes estimates for reported claims and claims incurred but not
reported, is reported as “Workers' Compensation Benefits Payable.”

NOTE 15 CHANGES IN GENERAL LONG-TERM OBLIGATIONS

Changes in general long-term obligations, for the year ended June 30, 1996, are summarized as follows (in
thousands):

Other
General Special Certificates General
Obligation  Obligation Revenue of Long-Term
Bonds Bonds Bonds Participation Obligations
(NOTE10) (NOTE 11) (NOTE12) (NOTE 13) (NOTE 14) Total
Balance, as of July 1, 1995 $1,216,196  $4,322,467 $82,730 $ 7,995 $1,034,018 $6,663,406
Additions:
Debt ISSUES .....vvvieiieeeieeiiiieiee e, 234,999 561,100 — 10,000 — 806,099
Deep-Discount Accretions................ 14,049 4,377 — — — 18,426
Reclassification of Revenue Bonds
from the Internal Service Fund...... — 2,790 — — — 2,790
Increase in Compensated Absences — — — — 11,910 11,910
Increase in Lease Obligations.......... — — — — 5,036 5,036
Increase in Judgments, Settlements,
and Claims.........eeeeeeeeeeeiiiiiiiinennns — — — — 10,727 10,727
Increase in Workers’ Compensation
Obligation ........ccoeccvvvveveeeeeeeiee, — — — — 7,300 7,300
Increase in Contingent Liabilities...... — — — — 4,225 4,225
Total AdditionS.......ccoeecvviveieeeeeceinne, 249,048 568,267 — 10,000 39,198 866,513
Deductions:
Debt Retirements, Terminations, and
Defeasances ......ccccceeevvveveeeeeennns 160,680 441,898 15,240 255 — 618,073
Decrease in Lease Obligations......... — — — — 7,236 7,236
Decrease in Judgments,
Settlements, and Claims .............. — — — — 74,643 74,643
Decrease in Contingent Liabilities .... — — — — 16,375 16,375
Total Deductions.........ccccvvvveeeeeeccnnnnen. 160,680 441,898 15,240 255 98,254 716,327
Balance, as of June 30, 1996.............. $1,304,564 $4,448,836 $67,490 $17,740 $974,962 $6,813,592

Fiscal year 1996 additions to the general obligation bonds, special obligation bonds, and certificates of participation
do not include discounts and bond issuance costs of approximately $7 thousand, $4.8 million, and $159 thousand,
respectively, which are netted with bond proceeds reported on the operating statement.

NOTE 16 NO COMMITMENT DEBT

The State of Ohio by action of the General Assembly created various financing authorities for the expressed
purpose of making available to non-profit and, in some cases, for profit private entities lower cost sources of capital
financing for facilities and projects found to be for a public purpose. Fees are assessed to recover related
processing and application costs incurred. The authorities' debt instruments represent limited obligations payable
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solely from payments made by the borrowing entities. Most of the bonds are secured by the property financed.
Upon repayment of the bonds, ownership of acquired property transfers to the entity served by the bond issuance.
This debt is not deemed to constitute debt of the State or pledge of the faith and credit of the State. Accordingly,
these bonds are not reflected in the accompanying financial statements.

As of June 30, 1996, revenue bonds and notes outstanding that represent “no commitment” debt for the State were
as follows (in thousands):

Outstanding
Organization Amount
Ohio Department of Development:
Ohio Housing Finance AQEeNnCY.........cccoviiiiieeeieeeiiiiiiieeeeeennn $1,734,581
Ohio Enterprise Bond Program........cccccoeeciiiieiieiiiiniiiiieeeeenn, 133,925
Hospital Facilities BoNds .........eeeveeeieiiieiiiiiiieieieiiiieieieiiieieeees 4,170
L) £ | SRR $1,872,676

NOTE 17 DEFERRED COMPENSATION PLAN

The State of Ohio offers its employees and elected officials a deferred compensation plan created in accordance
with Internal Revenue Code Section 457 that is reported in the Deferred Compensation Agency Fund. The plan,
available to any public employee, permits participants to defer a portion of their salary and the related tax liability
until future years. The deferred compensation is not available to employees until termination, retirement, death, or
unforeseeable emergency.

All amounts of compensation deferred under the plan, all property and rights purchased with those amounts, and all
income attributable to those amounts, property, or rights are (until paid or made available to the employee or other
beneficiary) solely the property and rights of the State (without being restricted to the provisions of benefits under
the plan), subject only to the claim of the State's general creditors. Participants' rights under the plan are equal to
those of general creditors of the State in an amount equal to the fair market value of the deferred account for each
participant. The Plan Agreement states that the State and the Ohio Public Employees Deferred Compensation
Board, the plan administrator, have no liability for losses under the plan with exception of fraud or wrongful taking.

The State believes that it is unlikely that the assets will be used to satisfy the claims of general creditors in the
future, and no assets have been used in the past to satisfy such claims.

The $714.1 million and $5.7 million asset balances reported for the primary government and its component units,
respectively, on the Combined Balance Sheet — All Fund Types and Account Groups and Discretely Presented

Component Units as “Deposit with Deferred Compensation Plan” represents the State of Ohio's assets actually held
by the plan administrator. Plan assets are carried at market value.

NOTE 18 ENTERPRISE FUNDS
A. Segment Information

The State has five enterprise funds, which provide for the tuition guarantee program, liquor sales, lottery sales,
workers' compensation insurance services, and underground state parking facilities.
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Segment information, for the fiscal year ended June 30, 1996, was as follows (in thousands):

Tuition Ohio Workers' Underground Total
Trust Liquor Lottery Compensation Parking Enterprise
Authority Control Commission (12/31/95) Garage Funds
Operating Revenues............... $ 12,557 $350,744 $2,471,124 $ 3,365,892 $ 2,352 $ 6,202,669
Depreciation .........cccccvvveeeeennns 58 536 8,417 24,224 406 33,641
Amortization of Premiums/

(Accretion of Discounts)....... (639) — 96,313 (103,332) — (7,658)
Operating Income................... (1,278) 84,388 772,222 1,077,571 633 1,933,536
Operating Transfers-out.......... — 81,587 726,548 — 2,088 810,223
Net Income (LOSS) ...uvvvvveeeennnes (1,162) 1,953 44,426 1,077,571 (1,308) 1,121,480
Fixed Asset Additions ............. 42 358 1,264 20,866 — 22,530
Fixed Asset Disposals............. — 1,918 2,584 9,302 — 13,804
Net Working Capital................ 14,875 14,911 140,083 1,189,840 2,200 1,361,909
Increase (Decrease) in

Cash & Cash Equivalents..... (5,891) (929) 31,781 (98,567) (850) (74,456)
Total AsSets......cccvveeeeeeecnennen. 182,321 31,399 1,540,129 17,636,282 10,332 19,400,463
Bonds and Other Non-

current Liabilities Payable

from Operating Revenues .... 81 1,916 17,316 13,059,129 74 13,078,516
Total Equity (Deficits) ............. 19,449 13,754 198,655 2,901,432 10,177 3,143,467

B. Workers' Compensation Fund

For the Workers” Compensation Enterprise Fund, the reserve for compensation (see NOTE 14F.) is based on
historical claims experience data and assumptions and projections as to future events, including claims frequency,
severity, persistency, and inflationary trends for medical claim reserves. The reserve for compensation adjustment
expenses, which is included in “Refund and Other Liabilities” in the amount of $949.3 million, is based, in part, on
the reserve for compensation. The management of the Ohio Bureau of Workers’ Compensation and the Industrial
Commission of Ohio believes that the liability recorded is adequate; however, the ultimate liability may vary from
amounts provided. The assumptions used in estimating and establishing the reserves are reviewed and updated
quarterly based upon current circumstances, and any adjustments resulting therefrom are reflected in operations in
the current period. For additional information, refer to the Fund’s separate audited financial report, for the fiscal
year ended December 31, 1995.

NOTE 19 CHANGES IN CONTRIBUTED CAPITAL

For the fiscal year ended June 30, 1996, changes in contributed capital reported in the primary government’s
Internal Service Funds were as follows (in thousands):
Internal Service Funds

Ohio Data Ohio Penal Support
Network Industries Services Total
Contributed Capital Balance, July 1, 1995 ..................... $ — $1,015 $4,969 $ 5,984
Additions:
Capital Contributions from Other Funds
(reported as Residual Equity Transfers-out):
General Fund ............ooeeeeeemmmmeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee 22,986 — — 22,986
Capital Projects Funds:
Administrative Services Building Improvements ....... 5,490 — — 5,490
Adult Correctional Building Improvements................ — 482 — 482
Mental Health/Mental Retardation
Facilities Improvements ............ccoocviiininiiiiieenennn. — — 288 288
Total AdditioNS ...eeveeeeieciiiiiiee e 28,476 482 288 29,246
Contributed Capital Balance, June 30, 1996 .................. $28,476 $1,497 $5,257 $35,230
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A. Primary Government

Details of the “Reserved for Other” account reported for the governmental and expendable trust funds in the
primary government's combined balance sheet, as of June 30, 1996, follow (in thousands):

Special Capital Expendable
Reserved for Other: General Revenue Projects Trust Total
Intergovernmental Receivable:

Advance Payments to Local Government...... $ 6,882 $ — $ — $ — $ 6,882
INVENTONIES .oeveieeeee e 5,059 30,634 — — 35,693
Other Assets — Prepaids ..........ooccvvvieeieennnnes 991 42 — — 1,033
Human Services Stabilization .........ccccceevunnn..ee. 105,510 — — — 105,510
SchoolNet Plus Program ..........cccceeeeeiiiiiiinnen. 22,838 — — — 22,838
Ohio Public Library Information Network.......... 6,654 — — — 6,654
Local School District Reimbursements:

1987 Reimbursement .........coevvvevveieiiineeeiennn. 1,198 — — — 1,198

Stored Gas Reimbursement.............ccc......... 850 — — — 850
Minority Contractors' Bonding Program ........... — 2,017 — — 2,017
Loan CommitmentS.......ccceeveveeeiiiivieeeeeeeeeee — 153,407 40,863 — 194,270
Health Care Benefits.........cooeeveveeiiiieiiiiiiieee. 8,313 6,703 3 — 15,019
Advances to Other Funds..........c..cccooviiiinnnnn.... — — — 72,248 72,248

TOtal e $158,295 $192,803 $40,866 $72,248 $464,212

Reserved retained earnings for the Enterprise Fund, as of June 30, 1996 (December 31, 1995 for the Bureau of
Workers' Compensation), are provided for future health care benefits funding from the Liquor Control Fund, the
payment of deferred lottery prizes from the Ohio Lottery Commission, and insurance claims payable from the
Workers' Compensation Fund in the amounts of $76 thousand, $39.7 million, and $90.4 million, respectively.

Reserved retained earnings for the Internal Service Fund, as of June 30, 1996, are provided for the funding of

future health care benefits in the amount of $294 thousand.

As of June 30, 1996, the General Fund’s unreserved fund balance was designated as follows (in thousands):

Unreserved,

Designated
General Fund Fund Balance

Income Tax Reduction Program ............ccccceeeeeennnnns $400,800
SchoolNet Plus Program .............eeeeeeeeeeeeeeeeeeeeeenennnns 100,000
State Infrastructure Bank Program ..........cccccvvvvinnneee 30,000
1) €= | $530,800

B. Component Units

Detail on reserved fund balance for the component unit funds, as of June 30, 1996, is as follows (in thousands):

Restricted for:

General OperationS..........ueeiieeeiiiiiiieiiee e
LOaN Programs .......c.eueeiiieieiieieee e
Endowment and Quasi-Endowment Activities...........................
Plant Operations ...........cceeieiiiiiiiiiiiee e
Annuity and Life INCOME........coooiiiiiiiie e
University FOuNdations.........occuuuiiiiiiiiiiiee e
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Ohio University Other Total
State of Component  Component

University Cincinnati Units Units
$ 92,760 $ 69,927 $ 57,484 $ 220,171
59,977 29,339 75,919 165,235
479,899 451,953 115,250 1,047,102
11,280 6,966 20,884 39,130
3,784 3,444 — 7,228
— 34,134 — 34,134
$647,700 $595,763 $269,537 $1,513,000
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As of June 30, 1996, unreserved fund balance reported in the component unit funds was designated as follows (in

thousands):
Ohio University Other Total
State of Component  Component
Unreserved, Designated for: University Cincinnati Units Units
Educational and General Programs........ccoooeeeeieeeeeeeeeeeeeeeeeeeee $ 63,513 $ — $127,879 $191,392
Auxiliary ENterpriSes .......uuueuuemeeeeeeiieieieieieeieeeeeeeeeeeeeeeeeeeeeeennennes 5,552 — 11,894 17,446
Hospital Operations ..........cccoeccvieiiieeee e 89,512 151,957 173 241,642
(I T= L T o o T | =0 1= 1,987 2,758 18,032 22,777
Endowment and Quasi-Endowment Activities.........cccccceeeeeeee 30,883 — 29,872 60,755
Plant Operations ...........cceeeeiieeciiiiieee e eeeciieeee e e e eeree e e e e e e 145,225 20,327 65,132 230,684
University Foundations........ccooeeeeeeiieeeeeeeeeeeeeeeeeeeeeeeeeee e — 2,567 — 2,567
LI ] = $336,672 $177,609 $252,982 $767,263

NOTE 21 COMPONENT UNIT FUNDS

A. Condensed Financial Statements

Condensed financial statements for the component unit funds, for the fiscal year ended June 30, 1996, are as

follows (in thousands):

Condensed Balance Sheet — Component Units

Ohio Water
Development University Other Total
Authority Ohio State of Component Component
(12/31/95) University Cincinnati Units Units
Assets
Cash Equity with Treasurer............... $ 808 $ — $ — — 3 808
Cash and Cash Equivalents.............. 958 19,963 769 90,961 112,651
Investments.......ccccceeeeeeciiiiieee e 770,985 1,020,048 47,340 633,463 2,471,836
Receivables.........cccoccvveeeiiicciinienen, 1,476,069 224,659 97,467 232,795 2,030,990
Due from Other Funds...........ccccc...... 930 277,078 11,204 56,965 346,177
INVENLONES. ... — 16,126 4,183 20,758 41,067
Deposit with Deferred
Compensation Plan ..........cccuveeeeeenn. 636 — — 5,028 5,664
Restricted ASSets.......cveeevvecciivieeennnnn. — 11,652 669,250 19,184 700,086
Fixed Assets
(net of accumulated depreciation)..... 289 2,062,053 1,312,244 4,234,024 7,608,610
Other ASSetS......ccccvvecciieiieeeeeeeciee, 17,089 18,242 374,016 24,570 433,917
Total ASSEtS ..vvvvveeeeeeciiiieieee e $2,267,764 $3,649,821 $2,516,473 $5,317,748 $13,751,806
Liabilities
Accounts Payable..........cccccceeeennneen. $ 26,324 $ 44,760 $ 35,270 57,887 $ 164,241
Accrued Liabilities........cccccvveevercnnnnee. 7,889 202,167 91,319 265,639 567,014
Due to Other Funds ..........ccccvveeeeen.. 930 277,078 11,204 56,965 346,177
Deferred Revenues.........c.ceeeeevennnneen — 55,720 22,815 80,668 159,203
Refund and Other Liabilities.............. 2,193 24,706 227,045 40,975 294,919
Liability for Deferred Compensation .. 636 — — 5,028 5,664
Revenue Bonds and Notes................ 1,319,959 197,150 325,347 315,320 2,157,776
Certificates of Participation ............... — 4,670 3,065 9,295 17,030
Total Liabilities .........cccovvveeeeeeeecnnnee, 1,357,931 806,251 716,065 831,777 3,712,024
Fund Equity and Other Credits
Investment in General Fixed Assets .. — 1,859,198 1,027,036 3,888,138 6,774,372
Total Unreserved Retained Earnings. 909,833 — — — 909,833
Total Fund Balance.........ccc..ccceuuueeee. — 984,372 773,372 597,833 2,355,577
Total Fund Equity and Other Credits. 909,833 2,843,570 1,800,408 4,485,971 10,039,782
Total Liabilities, Fund Equity,
and Other CreditS .......cceeevveevvveeennnn. $2,267,764 $3,649,821 $2,516,473 $5,317,748 $13,751,806
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Condensed Statement of Changes in Fund Balances — Colleges and Universities

Total
College and
University Other University
Ohio State of Colleges and Component
University Cincinnati Universities Units
Total Revenues and Other Additions...........ccccvveveeeeeenes $1,496,909 $ 612,213 $2,102,680 $4,211,802
Total Expenditures and Other Deductions...................... 1,577,167 638,523 2,636,131 4,851,821
Transfers from Primary Government ............ccccovvveeee... 358,391 167,719 836,677 1,362,787
Net Increase for the Year.......ccccccceeveeciiiiiieee e, 278,133 141,409 303,226 722,768
Fund Balance and Other Credits, July 1..........cccvvveeeennn. 2,565,437 1,658,999 4,182,745 8,407,181
Fund Balance and Other Credits, June 30...................... $2,843,570 $1,800,408 $4,485,971 $9,129,949
Condensed Statement of Current Funds Revenues, Expenditures and Other Changes —
Colleges and Universities
Total
College and
University Other University
Ohio State of Colleges and Component
University Cincinnati Universities Units
Total REVENUES ..cceeeeieiiieieee ettt e e a e $1,188,095 $431,258 $1,702,938 $3,322,291
Expenditures:
Educational and General ..............eeeeeeeeeeeeeeeeeeenniiennnnns 968,793 509,677 1,985,373 3,463,843
Auxiliary Enterprises .......ccoceiiiiiiiieiieeiiiiieeeeee e 102,892 50,458 314,628 467,978
[ (oL o] 1= | RS 368,922 — 135,839 504,761
Total EXpenditures ........cceeeeieeciiieeieee i eeciiieeeee e 1,440,607 560,135 2,435,840 4,436,582
Mandatory Transfers, Net.......ccccccoiiiiiiiiieeee, 28,197 29,442 37,660 95,299
Total Expenditures and Mandatory Transfers............ 1,468,804 589,577 2,473,500 4,531,881
Other Transfers and Additions (Deductions):
Operating Transfers from Primary Government........... 351,269 168,757 837,649 1,357,675
Nonmandatory Transfers, Net.........cccoeeveeiiiiiiiiieennenn. (20,068) (6,318) (31,249) (57,635)
Additions (Deductions)..........ccceccuriieiieeeiiiciiieiee e 15,316 27,844 (2,696) 40,464
Total Other Transfers and Additions (Deductions) .... 346,517 190,283 803,704 1,340,504
Net Increase in Fund Balances..........ccoceveevveeveieeivnnnenn. $ 65,808 $ 31,964 $ 33,142 $ 130,914

Financial statements for Central State University are presented for the fiscal year ended June 30, 1995. The
University’s financial statements, for the fiscal year ended June 30, 1996, were not available in time for publication
in this report. For fiscal year 1995, Central State University’s revenues and other additions, expenditures and other
deductions, and operating transfers from the primary government represented .77 percent, 1.04 percent, and 1.34
percent, respectively, of the aggregate financial activity for the college and university component unit funds.

B. Fund Balance Deficits
A fund balance deficit of approximately $1.7 million is reported for the Youngstown State University Fund, as of
June 30, 1996. The deficit resulted when the University recorded expenses for employees who elected to participate

in early retirement incentive plans offered by the Public Employees and State Teachers retirement systems. The
University elected to fund the related $13.8 million liability, which is included in “Accrued
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Liabilities,” in installments over the number of years purchased for each employee, plus annual interest ranging
from 7.5 to 7.8 percent on the outstanding principal.

As of June 30, 1995, a fund balance deficit of approximately $9 million is reported for the Central State University
Fund. In January 1996, the University’s Board of Trustees declared a state of financial emergency at the
University due to operating losses generated and the University’s inability to meet short-term liabilities when due.

Furthermore, the University has experienced cash flow difficulties and has been unable to make timely payments to
its vendors. Subsequent to June 30, 1995, the University established payment plans with the majority of its vendors
with significant outstanding accounts payable balances, as of June 30, 1995. The payment terms vary between
being current by August 1996 to the fall of 1999.

As disclosed in the University’s financial report, dated September 2, 1996, which covers its financial statements for
the fiscal year ended June 30, 1995, the University’s management is developing and implementing new plans,
systems, and policies to address and resolve its financial management, regulatory compliance, and facilities needs.
Additionally, the University’s Board of Trustees and management seek to obtain necessary financial support and
other assistance from the State to ensure the University’s continued existence, according to the report.

NOTE 22 JOINT VENTURES AND REILATED ORGANIZATIONS
A. Joint Ventures
Great Lakes Protection Fund (GLPF)

The Great Lakes Protection Fund is an Illinois nonprofit organization that was formed to further federal and state
commitments to the restoration and maintenance of the Great Lakes Basin's ecosystem. The governors of the eight
states that border on the Great Lakes comprise the GLPF's membership. Under the GLPF's articles of
incorporation, each state is required to make a financial contribution. Income earned on the contributions provides
grants to projects that advance the goals of the Great Lakes Toxic Substances Control Agreement and the
binational Great Lakes Quality Agreement.

Each governor nominates two individuals to the GLPF's board of directors who serve staggered two-year terms.
All budgetary and financial decisions rest with the board except when restricted by the GLPF's articles of
incorporation.

Annually, one-third of the GLPF's net earnings is allocated and paid to member states in proportion to their
respective cash contributions to the GLPF. The allocation is based on the amount and period of time the states'
contributions were invested. GLPF earnings distributions are to be used by the states to finance projects that are
compatible with the GLPF's objectives. Ohio has applied its distribution (approximately $199 thousand for the
fiscal year ended December 31, 1995) to the establishment of its own protection program, known as the Lake Erie
Protection Program, which is modeled after the GLPF.
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Required contributions and contributions received from the eight member states, which border the Great Lakes, as
of December 31, 1995 (the GLPF's year end), are as follows (in thousands):

Contribution Contribution Contribution
Required Received Percentage
Michigan ......ccccveeeieeiieieee e, $25,000 $25,000 32.6%
[0 [ =g = N 16,000 — —
HINOIS wevveieeeeiieeeee e 15,000 10,800 14.0
(O] 3o U 14,000 14,000 18.2
NEeW YOrK ....ccvvveeeeiiiiiiiiiee e 12,000 12,000 15.6
WIiSCONSIN .cevviiiieee e 12,000 12,000 15.6
Y [TgTgT=Y-To] r= 1,500 1,500 2.0
Pennsylvania..........ccccuveeeeeiiiiiiinnnee. 1,500 1,500 2.0
1) £ | P $97,000 $76,800 100.0%

Summary financial information for the GLPF for the fiscal year ended December 31, 1995 is as follows (in
thousands):

Cash and InvestmMentS .......cooveeeeiiiieiiieeeeeee e $81,338
Other ASSEIS...cveniiieee e e 989
Total ASSEIS....iiiieeiieiee e $82,327
Total Liabilities ...cceeveiiieie e e $ 1,619
Total Fund EQUILY ..o 80,708
Total Liabilities and Fund Equity...........cccevveeeeeeeen. $82,327
Total Revenues and Other Additions...........ccccoooviiiieeeennnn. $ 4,154
Total EXpenditures.......coooveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e 5,094
Net Decrease in Fund EQUItY .........ccooviiiiiiiiieennnnnes $ (940)

In the event of the Fund's dissolution, the State of Ohio would receive a portion of the Fund's assets equal to the
lesser of the amount of such assets multiplied by the ratio of its required contribution to the required contributions
of all member states, or the amount of its required contribution.

Local Community and Technical Colleges

The State's primary government has an ongoing financial responsibility for the funding of five local community
colleges and nine technical colleges. With respect to the local community colleges, State of Ohio officials appoint
three members of each college's respective nine-member board of trustees; the remaining six members are appointed
by county officials. The governing boards of the technical colleges consist of either seven or nine trustees, of which
State officials appoint two and three members, respectively; the remaining members are appointed by the local
school boards located in the respective technical college district.

The Ohio General Assembly appropriates moneys to these institutions from the General Fund to subsidize
operations so that higher education can become more financially accessible to Ohio residents. These expenditures
are included in the “Higher Education Support” expenditure function reported in the General Fund. The primary
government also provides financing for the construction of these institutions' capital facilities by meeting the debt
service requirements for the Higher Education Facilities bonds issued by the Ohio Public Facilities Commission
(OPFC) for these purposes. The capital outlay expenditures for the projects financed by the OPFC bond issuances
are included in the Higher Education Improvements Capital Projects Fund.
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During fiscal year 1996, expenditures were recorded in the General Fund and the Higher Education Improvements
Capital Projects Fund in support of the local community and technical colleges as follows (in thousands):

Higher
Education Capital
Support Outlay
Expenditures Expenditures Total
Local Community Colleges:
Cuyahoga Community College...........cccceveerrinunnnnen. $ 35,506 $ 6,938 $ 42,444
Lakeland Community College .........ccevveeveveeeeeenne.n. 12,067 1,644 13,711
Lorain County Community College...........cccvveeeeenn. 14,084 1,810 15,894
Rio Grande Community College..........cccovcuuvieeeennnn. 3,414 2,777 6,191
Sinclair Community College..........ccccuvveeeeeiiiiiiinnnen. 29,556 2,804 32,360
Subtotal.......ooiiie 94,627 15,973 110,600
Technical Colleges:

Belmont Technical College.........cccceeveeiiiiiiiiinennnnn. 4,086 294 4,380
Central Ohio Technical College..........cccccceeiiiiunnnen. 3,637 257 3,894
Hocking Technical College........cccovvveeeeeeeieeeeeeeee. 14,245 4,337 18,582
Jefferson Technical College ...........uuveeveviieereenennnnnnns 3,285 1,466 4,751
Lima Technical College........ccceevvveeeiiiiiiiiieeeeeeee 5,675 — 5,675
Marion Technical College..........ccoevvveeeeeeiiiiiieeeeee. 2,923 497 3,420
Muskingum Technical College.........cccovvvviveeeereene.n. 4,685 1,057 5,742
North Central Technical College...........ccoecuuvrveeenenn. 6,054 528 6,582
Stark Technical College ........coovvvvvveveiiiiiiiieiieeeeeee, 7,759 141 7,900
Subtotal.......ooiiie 52,349 8,577 60,926
o) £ LS $146,976 $24,550 $171,526

Information for obtaining complete financial statements for each of the primary government's joint ventures is
available from the Ohio Office of Budget and Management.

B. Related Organizations

Officials of the State's primary government appoint a voting majority of the governing boards of the Ohio Turnpike
Commission, the Petroleum Underground Storage Tank Release Compensation Board, the Ohio Air Quality
Development Authority, the Higher Education Facility Commission, and the Ohio Legal Assistance Foundation.
However, the primary government's accountability for these organizations does not extend beyond making the
appointments.

During fiscal year 1996,

e The primary government distributed $2.3 million in motor vehicle fuel excise tax
collections from the Special Revenue Fund to the Ohio Turnpike Commission.

e Three separate funds, established for the Petroleum Underground Storage Tank
Release Compensation Board, the Ohio Air Quality Development Authority, and the
Higher Education Facility Commission, were accounted for on the primary
government's Central Accounting System. The primary purpose of the funds is to
streamline payroll processing for these organizations. The financial activities of the
three funds, which do not receive any funding support from the primary government,
have been included in the Other Agency Fund.
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e The Public Defender’s Office compensated the Ohio Legal Assistance Foundation
approximately $396 thousand from the Special Revenue Fund for administrative
services performed under contract for the distribution of State funding to nonprofit
legal aid societies.

NOTE 23 CONTINGENCIES AND COMMITMENTS
A. Litigation

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

In instances when the unfavorable outcome of pending litigation has been assessed to be probable, liabilities are
recorded in the financial statements. As of June 30, 1996, $8.4 million in liabilities ultimately payable from various
governmental funds has been recorded in the General Long-Term Obligations Account Group for this purpose.

Litigation contesting the Ohio system of school funding is pending on appeal in the Ohio Supreme Court, with
defendants being the State of Ohio and several state agencies and officials. Among other relief the plaintiffs sought
was essentially a declaratory judgment that the State’s statutory system of funding public elementary and secondary
education violates various provisions of the Ohio Constitution, with a remedy requested being decrees as may be
required to compel the State of Ohio and the General Assembly to devise and enact a constitutionally acceptable
system of school funding. The trial court in July 1994 concluded that certain provisions of current law (including
those relating to the Ohio School Foundation Program, and certain school district borrowing authorizations)
violated provisions of the Ohio Constitution, and directed the State “forthwith to provide for and fund a system of
funding public elementary and secondary education in compliance with the Ohio Constitution.” The State appealed,
and the trial court granted a stay of its findings and conclusions, and stay of its orders except for requirements that
officials prepare and present to the General Assembly proposals for a school funding system complying with the
court-specified criteria and except for periodic reports to the court on steps taken to eliminate wealth-based
disparities among districts. In August 1995, a court of appeals reversed the trial court’s findings for plaintiff
districts.

In prior litigation, the Ohio Supreme Court in 1979 upheld what was essentially the then existing Foundation
Program against similar claims that the school funding system violated provisions of the Ohio Constitution.
Applying that 1979 decision to the present case, the court of appeals found no constitutional violation, and reversed
the trial court’s negative rulings and vacated its remedial orders.

It is not possible at this time to state whether the suit will ultimately be successful on appeal or, should plaintiffs
prevail, the effect on the State’s present school funding system, including the amount of and criteria for State basic
aid allocations to the school districts. It cannot be predicted if the 1979 Supreme Court decision will be considered
by the Supreme Court, as it was by the court of appeals, to be determinative of any or all of the issues raised in this
current litigation.

Other litigation pending in federal district court contests the Ohio Department of Human Services’ former Medicaid
financial eligibility rules for married couples where one spouse is living in a nursing facility and the other spouse
resides in the community. The Department promulgated new eligibility rules effective January 1, 1996. It is
appealing a court order directing it to provide notice to persons potentially affected by the former rules from 1990
through 1995. It is not possible at this time to state whether this appeal will be successful or,

80



STATE OF OHIO
NOTES TO THE FINANCIAL STATEMENTS JUNE 30, 1996

NOTE 23 CONTINGENCIES AND COMMITMENTS (Continued)

should plaintiffs prevail, the period, beyond the current fiscal year, during which necessary additional Medicaid
expenditures would have to be made. Plaintiffs have estimated total additional Medicaid expenditures at $600
million for the retroactive period and, based on current law, it is estimated that the State’s share of those additional
expenditures would be approximately $240 million.

All other legal proceedings are not, in the opinion of management after consultation with the Attorney General,
likely to have a material adverse effect on the financial position of any of the State's fund types and account groups.

B. Federal Financial Assistance

The State of Ohio receives significant financial assistance from the federal government in the form of grants and
entitlements, including non-cash programs (which are not included in the General Purpose Financial Statements).
Receipt of grants is generally conditioned upon compliance with terms and conditions of the grant agreements and
applicable federal regulations, including the expenditure of resources for eligible purposes. Substantially all grants
are subject to either the Federal Single Audit or to financial compliance audits by the grantor agencies of the federal
government or their designees. Disallowances and sanctions as a result of these audits may become liabilities of the
applicable funds or the General Long-Term Obligations Account Group.

As a result of the 1995 State of Ohio Single Audit (completed in February 1996), approximately $6.5 million of
federal expenditures is in question as not being appropriate under the terms of the respective grants. The amount of
expenditures, which may be ultimately disallowed by the grantor, cannot be determined at this time, and
consequently, no provision for any liability or adjustments for this matter has been recognized in the State's
financial statements for the fiscal year ended June 30, 1996.

C. Construction Commitments

As of June 30, 1996, the Department of Transportation had contractual commitments of approximately $1.05
billion for highway construction projects. Funding for future expenditures is expected to be provided from federal,
primary government, general obligation bonds, and local government sources in the amounts of $665.5 million,
$129.9 million, $223.4 million, and $31.8 million, respectively.

As of June 30, 1996, construction (non-highway) commitments for the primary government's budgeted capital
projects funds were as follows (in thousands):

Capital Projects Fund

Arts Facilities Building Improvements..........coocuieieiiiiiiiiiiiieeeee e $ 16,031
Higher Education Improvements ............ooocieiiiiiiiiiniiiieeee e 246,449
Mental Health/Mental Retardation Facilities Improvements.................... 41,911
Parks and Recreation Improvements...........ccooevviiiieeiiiieeiieeeeeeeeeeeeeeeee 7,788
Local Infrastructure Improvements..........cocuveeeieiiiiiiiiiiieeee e 25
Administrative Services Building Improvements ..o, 48,716
Youth Services Building Improvements ...........ccueeeiieiiiiiiiiiieeeee e, 13,516
Transportation Building Improvements...........cccvveeiiiiiiiiiiiieeeee, 10,921
Adult Correctional Building Improvements............ccoeeeiiiiiiieeeeeeiiniieeee, 100,804
Highway Safety Building Improvements ..........cccccoviiiiiiiiiieiiiiiiiieeeeeen, 6,152
Ohio Parks and Natural RESOUICES ..........eviveveiiiieiieeee e 32,887

o) £ LSRR $525,200
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A. OhioMed Health Plan

Employees of the primary government have the option of participating in the OhioMed Health Plan, which was
established July 1, 1989 as a fully self-insured health benefits plan. The plan is administered by Blue Cross and
Blue Shield of Ohio under a claims administration contract with the primary government.

Liabilities for the governmental and proprietary funds are reported when it is probable that a loss has occurred and
the amount of the loss can be reasonably estimated. Liabilities include an amount for claims that have been
incurred but not reported (IBNR). Estimated claims liabilities are calculated by the plan’s actuary based on prior
claims data and employee enrollment figures. IBNR liabilities are also actuarially determined considering medical
trends, enrollment, and experience.

Governmental and proprietary funds are charged a share of the costs for claims settlement based on the number of
employees opting for plan participation and the type of coverage selected by participants. Amounts so charged are
reported in the Payroll Withholding and Fringe Benefits Agency Fund until such time that the accumulated
resources are paid to Blue Cross and Blue Shield for claims settlement.

For governmental funds, claims are recognized as expenditures to the extent that the amounts are payable with
expendable available financial resources; any remaining accrued unfunded liabilities are reported in the General
Long-Term Obligations Account Group. For proprietary funds, claims are recognized as expenses when incurred.

Consequently, claims liabilities that exceed financial resources accounted for in the Payroll Withholding and Fringe
Benefits Agency Fund are reported as unfunded liabilities in the proprietary funds and in the General Long-Term
Obligations Account Group. As of June 30, 1996, the amount of resources available in the Agency Fund for the
payment of claims was approximately $34.9 million.

Changes in the balance of claims liabilities during the past two fiscal years are as follows (in thousands):

Fiscal Year Fiscal Year
1996 1995
Claims Liabilities, as of July 1........cooiiiiiiennnnn. $13,944 $17,600
Add:  Incurred ClaimsS .........cuueveiiiiieeiiieeeeeeeeeeee 71,532 62,682
Less: Claims Payments ........ccooovviiiiiiiiiiiiiiiiiieeeeeeee, (67,713) (66,338)
Claims Liabilities, as of June 30 .........cccevveveneene. $17,763 $13,944

As of June 30, 1996, resources on deposit in the Payroll Withholding and Fringe Benefits Agency Fund for the
payment of claims exceeded the estimated claims liability amount by $17.1 million, thereby, resulting in a funding
surplus. The surplus is offset with a “Due to Other Funds” balance reported in the Agency Fund with
corresponding “Due from Other Funds” balances reported in the paying funds.

B. Other Risk Financing Programs
The primary government has established programs to advance fund potential losses for vehicular liability and theft

in office. The potential amount of loss arising from these risks, however, is not considered material in relation to
the State’s financial position.
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A. Bond Issuances

Subsequent to June 30, 1996, the State issued the following major debt (in thousands):

Net
Delivery Interest
Organization/Issue Date of Issue Cost Amount Type of Debt

Commissioners of the Sinking Fund:

Highway Obligations Bonds, Series V...... September 15, 1996 4.7% $100,000 General Obligation

Highway Capital Improvements Bonds,

SEries Ao September 15, 1996 4.8% 50,000 General Obligation
Ohio Public Facilities Commission:

Higher Education Capital Facilities

Bonds, Series Il - 1996B ...........ccccceeenes October 1, 1996 5.1% 150,000 Special Obligation

Mental Health Capital Facilities Bonds,

Series 11 -1996B.........covvviveiiiieieeeeeeee, October 1, 1996 5.2% 40,000 Special Obligation
Treasurer of State:

Taxable Development Assistance

Bonds, Series 1996.........ccccceeeeeiiiiininnnn... October 1, 1996 7.7% 168,740 Revenue

Total..ooeeeeeeeeee e $508,740

On August 15, 1996, the Ohio Building Authority issued approximately $70.4 million in refunding bonds with an
average interest rate of 4.9 percent to defease approximately $70 million in outstanding special obligation bonds,
which had an average interest rate of 8.4 percent, as of June 30, 1996.

B. Dissolution of the Student Aid Commission

On July 29, 1996, the U.S. Department of Education (USDE) and the Ohio Student Aid Commission entered into
an agreement, which describes the specific terms and conditions of the dissolution of the Commission’s operations
and guaranty activity. The USDE also directed the Commission to transfer its student loan portfolio to the Great
Lakes Higher Education Corporation, which the USDE has designated as guaranty agency for the State of Ohio.

Previously, the Commission unanimously approved a resolution on October 19, 1995 for its dissolution because of
declining student loan market share.

C. Workers’ Compensation Premium Dividend Credit
Subsequent to the December 31, 1995 year-end for the Bureau of Workers’ Compensation (BWC) Enterprise Fund,
the BWC Oversight Commission approved a minimum 20 percent premium dividend credit for public taxing district

and private employers, returning an estimated $400 million to these employers. The credit is in effect for policy
years beginning January 1, 1996 for public taxing district employers and July 1, 1996 for private employers.
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