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OHIO IS EXPECTED
TO END TAX ON FOOD

But E[imination From Sales Levy
Will Bring Up New Puzzle.

Special to Tas Ncw YoasTtAms.

CLEVELAND, Sept. 18: The un-
popular if productive Ohio sales tax
has been dragged iato the State
campaign and is expected to tunder
go a wide modification at the No-
vember election in the form of a
Constitutional amendment designed
to exempt from the levy all articles
of food except served meals and
refreshments.

Governor Martin L. Davey pro-
posed this semi-repealer of the tax,
which is now three years old, dur^
ing the Summer legislattve session,
but his omn leaders finally blocked
a vote on the legislative proposal.
The Governor then said he would
initiate an amendment to the Con-
stitution making it unlawful ever to
tax food in any way, and last
month more than 600,00D voters
signed petitions to put this proposal
on the ballot.
Attorney General John Sricker,

Republican candidate against Gov-
ernor Davey this Fall, took occasion

at the opening of the State cam-

paign recently to support the
amendment.

! That the amendment will cariy
; by about 100 to 1 seems beyond
question, according to observers.

Of $55,000,000 raised iri its first
year, the sales tax produced $25,-
00D,000 for Ohio schools, $16,500,000
for the counties' governments and
$10,000,000 for poor relief.

Since elimination of the food tax,
it is estimated, would reduce this
revenue by 20 to 25 per cent, it in
appaxent that the legislators will
face a new tax problem this Falt.

^.^Q^CW ^OTIC ^11tC6
Published: September 20, 1936

Copyright © The New York Times
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Tax Pyraniiding: The Econon-iic Consequences
Of Gross Receipts Taxes
By

ndrttto Cbamberkin
Economur

Patrirk Flemao,
Chirf E'conomist

1. Introduction
State governments have traditionally raised
revenue from business by taxing corporate
income.' But in recent years the growing diffr-
culty of administering snte corporate income
taxes has prompted a search for alternative
ways of taxing companies. This search for new
business taxes has ironically sparked a resur-
gence in one of the world's oldest broad-based
tax structures: the gross receipts tax, also
known as the "rumover tax."

• Tfiere:uagrotqingtrend amo'ng•itriier toward replaringcorporates
tncome taxes tt,lth,Depresrion-eragrosr recespts taxes :'•'^:-^ :

• Gros.t iereceipn taxei arepoor iax poliry. 'They lead to harmful "tax
pyramiiling,"dirtort companrer'structure, and damage rhe perfor-

anRwcatecuruifnres.. , ..: . , -.manceol'Btatê.
R9

ôw rates ofgross receipts taxes are:ilratwe'sirnpltcuy and t7he adni£n}.
rllusory. L'aunnukers are forced to'add complexity to torrectfnr tlxir
striertaral flaws, ared some industrier face higb: e,/fective tax bardens
despite low rtaiutory rater:

• States in seareh`ofalreinativei to corporatc"inc`ame taxes should not
rely orr eeanbmi2ally, bariiifulgrorsieceipts tares.

Gross receipts taxes have a simple struc-
ture, taxing all business sales with few or no
deductions. Because they tax transactions, they

are often compared to retail sales taxes. How-
ever, they differ in a critical way. While well
designed sales taxes apply only to final sales to
consumers, gross receipts taxes tax all transac-
tions, including intermediate business-to-busi-
ness purchases of supplies, raw materials and
equipmeut. As a result, gross receipts taxes
create an extra layer of taxation at each stage of
production that sales and other taxes do not-
something economists call "tax pyramiding."

Advocates of gross receipts taxes generally
defend them on two grounds. First, it is argued
that their simple structure makes ihem easy for
states to administer and for companies to com-
ply with, in contrast to notoriously complex
state corporate income taxes. Second, because
they tax an expansive base of all transactions in
the economy, they are able to raise a given
amount of reventte at lower rates than any
other tax, making them politically attractive to
lawmakers.

But while gross receipu taxes appear to be
a simple alternative to complex corporate in-
come taxes, this simplicity comes at a great
cost. Gross receipts taxes suffer from severe
flaws that are weIl documented in the eco-
nomic literature, and rank among the most
economically harmful tax structuces available
to lawmakers. The economic problems with
gross receipts raxes are not the result of poor
implementation by lawmakers. The flaws are

Acknowledgmem: The authors wish to thank Joseph D. Henchman for research assisnnce.

Property, excise, and orher indircct taxes commonly affea husinesses in zddirion to corporate incume and gross r<ce{pts raxes.
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inherent in their design. State lawmakers
searching for alternatives to complex state cor-
porate income taxes should be wary of gross
receipts taxes, and shotdd instead seek more
economically neutral ways of taxing business.

II. Brief History of Gross Receipts
Taxes
Although European countries experimented
with turnover taxes as early as the 14`^ Cen-
tury,' gross receipts taxes did not appear in the
Unitcd States until West Virginia lawmakers
enacted a"bttsiness and occupations privilege"
tax on gross business sales in 1921. While the
tax was the nation's first statewide gross re-
ceipts tax, the tax was an unimportant revenue
source during its early years. After its enact-
ment, West Virginia, like most U.S. states at

Table 1
Overview of States ruitL.Signifocant Gross Reeeifrts-T}peTuxes

State Items Taxed
Delaware Gross receipts tas uu all nun-exentpt goods or services

rendered. Rates range from 0.096 percent to 1,92 percent

depending on business activity, in addition to place-of-
business fces ranging from $25 to $75 per location:

• Manufacturers: 0.180 percent.
• Wholesalers: 0.307 percent.
• Retailers: 0.576 percent.
• Restaurants 0.499 percent.
• Food Processors: 0.154 percent.
• Petroleum Products Wholesalers: 0.384 pcrcent, plus a

harardous substances tax of 0.9 percent, plus a sunax of

0.192 percent.

• OccupationaUProfessional/Genenl Services: 0.384
percent.

• Steam, Gas, Electric Utilities: 0.1 percent.
•Additional rates for more sEec_fic industries.

Kentucky Alternative minimum calculation for business taxes of 0.095
percent gross receipts or 0.750 percent of gross profits.
Kentuckyschool districts may levy a 3 percent gross receipts
taa on utilities.

Michigan Scheduled to expire December 31, 2007: Single Business Tax

(SBT), which incorp(rates feamres of gross receipts taxes and
value-added taxes. Imposed on most business enities, with
gross receipts used in calculating the tax base. Current rate is

1.9 percent.

Source: CCH, Inc.; Tax Foundation

2

the time, continued to rely mainly on property
tax revenues throughout the 1920s.

With the onset of the Great Depression in
1929, state finances underwent dramatic
change. As srate and local economies sank into
deep recession, property and income tax collec-
tions plummeted sharply, precipitating fiscal
crises in many states. Frantic for stable sources
of tax revenue, lawmakers soon turned to sales
and gross receipts taxes as emergency revenue
sources.

Depression-Era Rise of Gross Receipts
Taxes

At the economic low-point of the Depression
in 1933, Washington enacted the nation's
second sratewide gross receipts tax. The Wash-
ington State Dcpartment of Revenue describes
the tax as a "temporary, emergency revenue

Deductions and Exemptions
Exemptions include tobacco, fuel raxes, and
transaaions between entities owned by the same 5 or
fewer individuals or one fatuily.

Exemptions include dividend income, 50 pereent of
income from coal disposal, and income from safe
harbor leases. ]nvestment companies are exempt from
the alternative minimum catculation, as are sole
proprietorships, parmerships, and some LLCs.

Exemptions include the first $45,000 of tax base, up to
$48,000 for partnerships and small corporations, with
reductions as income rises. Governmental agencies,
nonprofits, agricultural producers and others are
exempt.

s )ohn F. Due, /ndirrtt Taration in DevehPing Countria. Chapter 6 Qohn Hopkins press, 1970).

^ Washington State Deparrment of Revenue. TrtnRrJaenrr Manm77005, p. 101. Washington State's tempnrary tax wus replaced and made permanent in 1935 wit6
[he launch of the Business & Oooupauons'rax. '
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measure during the Depression "3 Indiana soon
followed suit wiLh a similar "gross income tax"
in 1933. Faced with similar fiscal emergencies,
a cascade of srate and local governments fol-
lowed suit, often enacting grnss receipts taxes
on specific industries rather than broad tax
bases. By 1934, Tax Magazine would report
that,

The drive for new revenue resulted in the
adoption of gross incotne or gross sales
taxes in fifteen states... The development
of rhe gross income or gross sales taxes is
probably the outstanding tax news of the
year.4

As the fiscal pressures of the Depression
waned, interest in gross receipts taxes faded.

Table! (cuntinreed)
Overniew nfStater witfi Signifttrtnt Crozs Receipts-Type To>e.s

State Items Taxed

3

Most gross receipts taxes enacted in the 1930s
ultimately proved to be short-lived. By the
onset of World War II, many had been re-
pealed or struck down by courts as unconstitu-
tional. By the 1950s and 1960s, gross receipts
taxes began to fade from state tax policy de-
bates. During the full second half of the 20°i
Century, no state would enact a new broad-
based gross receipts tax.'

By the late 1970s state and local lawmakers
began yielding to the advice of economists,
repealing gross receipts taxes in favor of less
harmful revenue sources. New Jersey aban-
doned icc state-level gross receipts tax in 1977.
Alaska soon followed suit, repealing its tax in
1979 6 CiLing concerns about the health of
state and local economies, West Virginia and

Deductions and Fxemptions
New)ersey Expired in July 2006: Alternative minimum assessment for Exemptions include corporations wi ess than $2

business taxes. Levied on companies with over $2 million in million in receipts; S corporarions; investment

gross receiprs. Rates range from 0.125 percent to 0.4 percent companies; professional organizations; cooperatives.

bascd on receipts.
New Mexico General gross receiprs tax. Widely considered to resemble a Exemptions indude prescription drugs, certain food

rerail sales tax. Rate is 5 percent. Counties may add an and medical expensee, interest and dividends, salaries,
additional 2.1875 percent. Railroad car companies are taxed at wages, commusiurrs, homeuwner dues, and earnings
1.5 pernent. from Farms and Internet businesses.

Ohio Corrimercial Activities Tax (CAT) enacted in 2005, to be Exemptions include nnnprofst organizations, entities

phased-in over a five-year period. When fully phased-in, rate is with less than $150,000 in receipts, and utilities paying
0.260 percent of gross receipu. Imposed on all activity, legal or utility taxes.
ilfegal, that is conducted for or results in gain, protit, or
income. Utilities are raxed separately at 4.75 percent, except
oil pipelines, which are taxed at 6.75 percent.

Texas Effective January 1, 2007: General gross receipts tax. Rate is I Exemptions include sole proprietots and general

percent, calculated on the minimum of either a) toral revenue partnerships, and businessea with less than $300,000 in
minus total cost of goods, or b) total revenue minus total gross receiprs (see Foourote 9).
compensation and benefits. Wholesalers and retailers are taxed
at 0.5 ercent.

Washington Business & Occupation (B&O) tax, the nation's oldest general Exemptions include entities with gross income less rhan
gross receipts tax. Rates vary widely based on industry; $28,000. Feamres dozens of speci6c deductions and

• Manufacturing Dairy Froducts: 0.138 percent. exemptions, including investments, dues, inrerest on

• Travel Agent Commiscion,r. 0.275 percent. agricultural loans, health care providers, beef

• Retailing.0.47t percent. processing, research and development, insurance

• Wholesaling 0,484 percent.
premiums, real estate sales, nonprofit organiaations,
janitorial scrviccs, and fruit and vegetable processing.

• Manufaauring 0.484 percent.
• Gambling Contests of Chance: 1.5 percent.
• Additional rates for more speci6c industries.

Source: CCH, Inc.; Tax Foundotion

Raymond E Manning. "State Tax Legislarion, 1933." TheTnrMagazine (February 1934), p. 63.

Joseph R. Crosby.'The Trouble with the Commercial Activity Tax." Ohio Munrn (Ohio Chamber oFCommerce. May!)une 2005).

John F. Due and luhn L Mikesell, Snkr Taxarion: Srarearuf Leeal Sesnansend Admininranon, p. 55 (Urbxn tnsriture Press, 1994).
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Indiana abandoned their decades-old gross
receipts taxes in 1987 and 2002, respectively.
By the close of 2002, Washington stood alone
as the only state with a surviving Depression-
era gross receipts tax.

Case Study: Harmfiil Effects of Washington State's
Gross Receipts Tax

Washington State levies the nation's oldest broad-based gross receipts
tax, First enacted in 1933 and significantly revised in 1935, the state's
Business &FOccupation (B&O) Tax illustrates many of the flaws in-
herent in taxing gross receipts.

In 2002, a tax reform commission appointed by the state's legislature
concluded ihat the B&O tax results in substantial tax pyramiding and
is highly non-neutral across products and industries, violating basic
prurciples oEgood tax design. From the commiuee's rcport:

"Neutraliry requires that a tax system minimize the opportunities and
incentives for taxpayers to alter their decisions in order to take advan-
tage of differentialtax treatment of economic activity..

"The finding for the Washington State tax system is that it causes sub-
stantial nonneutralities for both businesses and households. The
pyramiding of the B&O tax creates the main non-neutralities for busi-
nesses. Pyrarniding of taxes is the payment of taxes by different compa-
nies on [he same goods or services. This occurs when goods or services
ofune company are,inputs for another's production and/or sales. Thus,
a tax is paid multiple times on a product as it moves through the pro-
duction chain.

"The B&O'tax pyramids an average of 2.5 times, but this rate varies
considerably across industries. The B&O tax on nraary services pyramids
at about 1.5 times, whereas for some types of manufacmrers the rate of
pyramiding is over five or six times. This causes effective B&O tax rates
(the rate paid on the value added to goods and services by an enterprise)
to vary considerably from industry [o industry."

The commission found the B&O tax causes tax pyramiding of up to
6.7 times on some manufacturing industries, while some services are
taxed just 1.4 times. Effective tax rates vary from less than 1 percent on
retail trade to more than 3 perceut on electric and gas utili[ies, leading
to potentially large ecouomic distortions in the state's economy.

The following tablc (see page 5) illustrates the sharp degree of tax
pyrarniding under the B&O tax, and the wide variatiori in effective rax

rates on industries. (coarimned on page 5)

The "New Era" of Gross Receipts Taxes

Jusc as the nation's few remaining gross re-
ceipts taxes were being repealed by state% law-
makers in New Jersey gave birth to a surprising
new trend in business taxation that some have
called a"new era of gross receipts raxes."''

As part of a business tax reform in 2002,
New Jersey launched an "alternative minimum
assessment" (AMA), enacting the first statewide
gross receipts tax in decades. The AMA re-
quired companies to pay the larger of either
regular corporate income taxes, or a gross re-
ceipts tax. Although the tax was short-lived-it
expired four years later in July 2006-its e6
fects werc dramatic, laying thc groundwork for
a resurgence of gross receipts taxes in recent
years.

In January 2005, Kentucky followed New
Jersey's lead and enacted an"alternative mini-
mum assessment" gross receipts tax In July
2005, Ohio lawmakers enacted the controver-
sial Commercial Activity Tax (CAT), replacing
corpomte franchise and personal property taxes
with a broad-based gross receipts tax that is
phased-in over five years. Reminiscent of De-
pression-era arguments, Ohio lawmakers cited
plummeting revenue from corporate franchise
taxes as the main reason for esrablishing a gross
rcccipts tax.e

In May 2006, Texas joined the growing
list of states with gross receipts taxes. Governor
Rick Perry signed into law a sweeping tax re-
form bill, replacing Texas's corporate franchise
tax with a "margin rax" based on gross business
receipts' Citing the difficulty of administering
corporate income taxes, Texas lawmakers de-
fended the margin tax as a way to close "gaping
loopholes" in the tax base and enact "a [statu-
tory] tax rate that is substantially lower than
the one we have today."'n

After several decades of dormancy, gross
receipts taxes are again rising in popularity.
Just as states turned to gross receipts caxes dur-
ing the Depression's fiscal crises, the perceived
crisis of administration in state corporate in-

' Giles Surron, Nicholas E. Ford, Jamie C. Yesnowia and Chris Hopkins, "The Cuminuing Ecolurion of Gross Receipts Ta:es." Conferencc Presennrion. (Gnnr
Thornron LLP's chh Annual Printing industry Tu Confevencq Fcbruary 12-14, 2006).

° Brian Sigritz. "8xamining Ohio's Commercial Aaiviry'rax." State Tru Norer (February 20, 2006).

° Because rhe Texas "marg{n rai" allows deductiom fot either compensation or the cosrs uFgoods sold, it is more properly clatsified as a hybrid gross receipts ax

rather rhan a "pure" unc.

1O Teaas OfFice nf the Governor, "Gov. Perry Signs [andmark Btniness Tax Reform," Ncws Relea.se (May 18, 2006). Availablc as bup:/fvmv.governor.xare.a.us(

divisions/press/pressrelnv.u•s/1'ressftelease.200E-05-18.1748.
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come taxes has reignited debate over the simple
but flawed structure of gross receipts taxes.

Other Gross Receipts Taxes

In addition to broad-based gross receipts taxes,
many state and local governments over the
years have enacted hybrid business taxes that,
while not pure gross receipts taxes, resemble
Atem in economically unporrant ways.

Delaware, New Mexico and Hawaii each
levy taxes commonly referred to as "gross re-

Tax Pyramiding Caused By Washington State's
Gross Receipts Tax

E@ectlveTax
Ratean

tndustrv SIC Code Value Added

Degres
of Tax

Pyramlding
Menulactunng - Food 20 2.0 % 6.7
Mamlaclunng - Petroleum Refining 29 3.1 6.7

2.6Manulacurrirrg - Aircraa & Pans 372 5.3
ManulaGuring- Rubber & Plastics 30 2.0 4.3
Manufacwnng - Primary Metal 33 4.1

-ManufaduMg - Apparel & Texlies 22-23 2.0 % 4. 1
Manufacluring - Lumber & Wood Products 24 1.9 4.0
Manufacwung- Professlorrel & Scientific Ins7mments 38 1-8
Manurscturing - Industrial & Commercial

4.0

Machinery & Equipment . 35 . 1.9
Manulacturing - Furniwte & F&tures 25 1.B
Menukcwring - 01her Transportation Equipment 37 ^-- 1.9%
Manulactudng - Paper Produds 26 1.7

3.9
3.7
3.7
3.7

:,

Manufacturing - Stone, Clay & Glass 32 1.6 3.4
Manutaoludng - Chemical Products 28 1.5 3.3
ConsWCtion. 15-17 1.6 3.3
Manutecluring - Eleclranic EqWpment

(Except Computers) 36 1.4% 28
Manufacturing - Leather & Leather Products 31 1.4 2.8
Movies, Amusemenl & Recreation 78-79 2.3 2.7
Miscellaneous Repair Sarnices 76 1.4 2.7
Manufacturing - Miscellaneous

Manufacturing Industdes 39 12 2.7
Manutacluring - Printing and Publishing 27 1.4 % 2.6
Rarlroad, Air, Water & Other Transportation 4p-47 1.8 2.5
Mining & Quarry 10-14 1.2 2.4
Manufaeluring - Fabricated Metal 34 t.1 2.3
Lodging Services 70 t.1 2.2

-Dry Citeamng end Otaer Personel Servlces ^2 2 0 %Barbera 2. 1.,
Agriculture- Forestry & Fishing 1-9 1.4 2.0
Auto Repair SeMces 75 1.0 2.0
Communications 48 .2 1.9
Wholesale Tmde 5051 0.9 1.9
Legal, Engineering & Accountlng 81.89 21% 1.8
Adverlisirtg, Mailings, and Other Business Services 73 1.6 1.7
Retail Tmde 52-59 0.8 1.6
Medical & Heelth Services 80 2.0 1.6
Finance. Insurance & Real Estate 61)-67 1.5 1.6
Eleotric. Gas•& Othot Utilitfes 49 3.2% i5
Computer Prpgmmming and Data Pmcessing 737 1.3 1.4

St2te Tdaf t.5 % 2.5

Source: Washington Smte Tax Structure Study Committee, "Tex Alternatives for
Washington State: A Report tu the Legislature,' Volumes 1& 2(November 2002),

5

ceipts taxes," but which incorporate elements
of borh sales and gross receipts taxes. Michigan
levies a"Single Business Tax" that incorporates
some features of a gross receipts tax and some
of a European-sryle value-added tax. Finally,
many stares tax the gross receipts of only cer-
tain industries, such as utilities, telecommuni-
carions and gambling.

Overafl at least 30 states and the District of
Columbia levy some form of broad-based or
industry-specifre gross receipts tax. Because of
stacutory complexity and wide diversiry of
provisions, it is difficult to dassify many state
taxes as "gross receipts taxes" with any degree
of confidence. Table J provides an overview of
states that can reasonably be said to levy taxes
that resemble gross receipts taxes in important
ways.

III. The Mechanics of the Gross
Receipts Tax
Before any tax can be levied its base, or what
gets taxed, musr be determine(i. Under corpo-
rate income taxes, the difference between a
company's sales and its costs of production
serves as the tax base. While sales are relatively
simple to measure, assigning business costs to
arrive at taxable income is fraught with com-
ptexities, making corporate income an inher-
ently difficult tax base to administer.n

Further complicating corporate income
taxes is that companies often do business in
more than one jurisdiction. This requires diffi-
cult questions of where companies earned in-
come, which states have taxing authority over
it, and for how much. These questions have
become increasingly unmanageable in recent
years as the number of companies operating in
multiple states has increased."

The perception among lawmakers that
there are growing administrative problems of
state corporate income taxes has sparked an
interest in moving toward simpler tax bases in
recent years, induding gross receipts taxes.
Conceptually, implementation of a gross re-
ceipts tax is straightforward. Companies total
up in-state revenue earned during a time pe-
riod, apply the statutory tax rate, and pay the

A¢hur P. Hall, "The Compliance Cosu and Rcgulatory 6urdun Imposed by the Federo7 Tsz Laws." Tax Faundatian Sprd.r! B.irjUznuary 1995).

° Chris Ackins. "A Twenrierh Century Txx in rhe T..enry-Firsa Crumry: Understanding Srare Corponre Tav Sysmm.c." 7ar Fanndatina Barkgrnund Pa/.rr, No. 49
(Septembcr 2005).
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tax. This relatively simple process eliminates the
need for complex determinations of corporate
profit, an attractive fearure to state revenue
officials.

However, the administrative simplicity of
gross receipts taxes comes at a high price. Taxes
on gross sales bave long been recognized as
inherently non-neutral taxes, causing potentially
large economic distortions throughout the
economy. Although few states levy pure gross
receipts taxes, the following attalysis of their
economic effects applies in varying degrees to
all states levying gross receipts-rype taxes.

IV. Tax Pyrantiding, Vertical

Integration and Effective Tax Rates

Economists agree that the marketplace, rather
than peculiarities of the tax code, should deter-
mine both the relative prices of goods and the
way companies choose to organize themselves.
For this reason, there is general consensus that
the tax system should be as econontically neurral
as possible. A wdl designed tax should aim to
rninimize how much it steers individuals'
choices away from those they would have made
in the absence of taxes.

G

Gross receipts taxes have long been recog-
nized as being non-neutral, compared to other
broad-based taxes.13 Structural features of gross
receipt's taxes mnd to distort the composition
of goods produced in the economy, as well as
the structure of firms that provide rhem, mak-
ing them an economically harmful revenue
source.

Gross Receipts Taxes Lead to Tax
Pyramiding

Under a gross receipts tax every item that
changes hands between companies is taxed,
regardless of whether it is a final product or
raw material. As a result, in industries where
products move through multiple stages of pro-
duction-from raw material to manufacturing,
distribution, and so on-the value created in
early stages of production is taxed repeatedly in
subsequent stages. Economists call this phe-
nomenon "tax pyramiding." This repeated
taxing at each link in the production chain
results in punitively high effective tax rates on
complex products produced in stages by more
than one company, and low rates on products
with few production stages or that are pro-
duced entirely in-house.

Table 2 provides a stylized illustration of
how tax pyrarniding athects three hypothetical

Tablv 2
Hora Tar Pyramiding Penalizer Industries udrh Mnltiple pradnctiorr Stages Gross

ReceiptsTax

Lumber Products

Sale Price
Costot to Next

Business Yalue Produotion

(I Percent,
Fully

ForreerU-
ProtluUlon Sta e In uts Addetl Ste a Shifted)

imber Cutting 0 1,000 $ 1,D00 $ 10
Mitling and Prppming $ 1,010 $1,000 $ 2,010 $ 20.10
Wholesale Distrilwtion $ 2.030.10 $ 1,000 $ 3,03g.10 $ 30.3g
Retail Sales $ 3,060.40 $ 1,000 $ 4,060.40 $ 40.6g
Tola1 $ 4.000 $ 101,01
EffecllveTax Rateon Lumber and Woed ($101.01 a$4,0gD): 2.53 percent

Auto Repair
Pdns Men actunng 0 1,000 $1,000 1D
Retail Sales ol Pads & Labor $ 1.010.00 $ 1,000 $ 2,010.00 $ 20.70
Totel $ 2,000 $ 30.10
Etfectlve Tax Rate on Auto Repair ($30.10 = $2,00D): 1.51 percent

Com uter Pro rammin
Prugrammmg Tima $0 $1,000 . 10
Total $ 1.000 $ 10
ElfectiveTax Rateon Computer Programming ($10 s $1,00g): 1 percent

Nole Illuslration assumes a ane percent gross receipls tax levied on business sales, tuA torward-shilling of the economic
incidencs of the tax, and $1,000 of value added at each stage ut pmduction. Producers at the tirst stage ot producticn are
as3umed to noVe zero input aosts to simplVy c9lculation5.
Source:Tax Foundauon

o"Federal Non-Irnome Taxes: An Ezamimrion ofSelected Rs^enue Sources; Tnx Fow+d rion Rnr,rrcb Publinrtion, No. I(April 1965). p.44-4G.

This aaeumprion is made for simplicity only. The condusions oFthe illusrrarion are un:dFecsed if vhe tax ivcidasce is insrnd assumed to be shifted hockward, or

divided in some fxshion bctween buyers and sellers.
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industries: lumber products, auto repair, and
computer programming. The illustration as-
sumes a one percent gross reeeiprs tax on sell-
as, which is assumed to be fully passed
forward onto buyers at subsequent stages of
production.16

In the illustration lumber is produced in
four stages: timber cutting, milling and pro-
cessing, wholesale distribution, and tetail saics.
As wood products pass from one company to
the next as they move through produaion
stages, the full value of each business-to-busi-
ness sale is taxed. By the end of the fourth
stage, this repeated taxation results in an effec-
tive tax rate of 2.53 percent on the total value
added for lumber products-more than two
and one-half times the statutory rate. In con-
trast, auto repair services are produced in just
two stages of production, resulting in an effec-
tive tax rate of 1.51 percenc. Computer pro-
gramming is the only industry that completely
avoids tax pyramiding, as it is produced en-
tirely in one srege.

WhyJCan't'Gross Receipts Taxes B8 IYlat(e'Transpaazent?
A;bastc prtneiple of good'£ax design isthat taxestshould be"transparent

-,tptaxpayers"cJiisrA,Jike consutners need inforrr}ad òn about prices to make
:ood;buytng. d-ectsions tnihe marketplace, [axpayeis need good infor-
ma;non aboutahe price" of government programs in order. io make

„good choties;abou't the level ofspending they demand from elected of- ^".

Gebss ree.eipt'staxes are cofnmonly critictzed.for being non-cran3parent
taxes rWhde^busmesses arelegally required to paygross receipts taxes,
'tri many cases'ihe economic;burden of them spassed forward to con-
sumers in theform of higherprices. Yet unlike retail sales.taxes; i[ ts nor J
posstble fo^ lawmakers tosimplyrequire gross receipts taxes [obe item- „
fied on prrrt^ed sai^s eceipts,given to consu,mers, because it is not pos-
Sible io d'trcccly observe ilie%otal.amount of gioss -teceipts^ tax ihat is
,pyramtdeil" into the f nal prtce ofgoods.'As aresult, constrmers rou =;

•, tinely Ibea£the burden 6f gso's receipu taxes without any knowledge dtat •:
thetaxiSbejngtmposedonthem,'.

i T.ltis lack of tran`sparency is noc simply theiesult ofpoor xax design by
lawrnakees ;Tr is ari'.irihcrcirt featurc ofgross receipxs taxes.Itnposing non-
eian3parenttazesthatdisgrtisethetiue:coscofspendingprogramsmay
be politically=advaniageous to lawntakers, but in a democraric society

that

requires informedcitizens, i[ is poor cax policy.

7

The difference between a I percent and a
2.53 percent effective tax rate illustrated in
Table I may appear unimportant. But even
small differences in effective tax rates can have
dralnatic consequences over time. Tnvestors in
the economy are sensitive to mtes of return in
different industries, and small differences in
effective tax mtes carr mean the difference be-
tween srarting a company in one industry and
abandoning another. Over time, variations in
effective tax rates caused by tax pymmiding
have the potential to distort investment pat-
terns in the economy for the worse, altering the
industrial landscape of state and local econo-
mies over time.

Attempts to Reduce Tax Pyramiding Lead
to Tax Complexity

In practice, the problem of tax pyramiding is
well understood by lawmakers. Most gross
receipts taxes atrempt to mitigate tax
pyramiding in some way. The two most com-
mon methods are (1) offering tax credits, de-
ductions and exemptions to industries with
high levels of pyramiding, and (2) enacting
differential tax rates for different economic
sectors based on estimates of tax pyramiding
throughout the economy.

For example, Washington State's Business
& Occupation (B&O) Tax was enacted in
1935 with a uniform rate of 0.25 percent on all
industries. As revenue deniands forced up tax
rates over time, concerns about the incquiry
and inefficiency of the tax prompted lawmak-
ers to enact separate rates for various industries,
along with a range of targeted tax incentives.
By 2005, lawmakers had enacted six separate
tax rates ranging from 0.138 percent to 1.6
percent based on industry, as well as 8 distinct
tax incentive programs for the B&O Tax
alone.15

All these attempts to reduce tax
pyramiding liave failed. Studies routinely find
substantial tax pyramiding under gross receipts
taxes, despite the best efforts of lawmakers.'6
This is not stuprising, as no legislamre is
equipped to undertake the formidable task of
continuously adjusting tax law to reflect chang-
ing estimates of tax pyramiding in the

15 Washington Stare Departmem of Revenue, "Descriptive Sraristics for T. Incen[ive progrzms: 2006 Report Cuverusg Acrieity During Calendar Year 2005" (Sep-

ramFer 1, 2006). Available at hupaldocwa.gov/docs/rtportst200G/Dercriprive5mriscio2006.pdf.

" Dor cxzmple, stndles of Waehingmn State's groav receipts fmd subsnnrial raz pyramidlny deapire the state's d{fCerendal nix rarec and inremlves. See Warhingson

State Tax Strucmte Ssudy Commiucq "Tax Almrnarivu for Wazhingmn Scave: A Report ro the Legislxture," Volumu 1& 2 (Nnvembcr 2002).
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economy over time. Instead, the main effect of
lawmakers' attempts to mitigate tax
pyramiding through differential rates and tax
credits has been to sharply increase tax com-
plexity-effeaively abandoning the purported
simpliciry of gross receipts taxes.

In this way, gross receipts taxes pose a stark

Do Gross Receipts Taxes Punish Companies with
Low Profit Margins?

Gross receipts taxes are based on business sales rather than profits. For
this reason, tlrey arc often eriticized for hurting low-margin, high vol-
tune companies. For example, Washington State's 2002 assessment of
its gross receipts tax concluded that the tax "[c] ontributes to a relatively
large: tax burden on low:profit margin industries compared [o other
stata."'

This is unquestionably aue. The gross receipts tax may be simpler to
administer, but it is not aneutral tax. High-volume, low-margin fi.rms
will generally carry a larger share of the tax burden, and perhaps diminish
somcwlrat over titne, in a state that switches from a corporate income
tax to gross receipts tax. Meanwhile, fums with low volume but a high
margin would "pay a smaller share of:the tax burden.

A simple example illustrates the problem. Consider two companies sub-
ject to a one-percent gross receipts tax: a low-proGo-margin grocer, and
a high-profit-marpin software developcr. As illustrated below, both com-
panies initially have $1 million of sales. The grocer has a profit margin
of 5 percent and earns $50,000 profit, while the software developer has
a profit margin.of 50 percent and earns $500,000. However, becattse
both firms have identical sales, they pay the same amount of gross re-
ceipt tax-$10,000.

Gross ReceiptTax Burdens Are Unrelated to Company Proflts

Low-Margin
Grucery
Retailer

Hlgh-Margin
Software
Developer

Sales t,000,00D $1,000,000
cost of Business Inputs $950,000 $500,000
pro8t $50,000 $500,080

Protit Margln (Protlt ^ Sales) 5% 50%

Gross Receipts Taxes Due (One Percent Tax) S10,000 $10,000

Gross RecefptsTaxea as a Percentage of Prorlt 20% 2%

Source: lax Foundation

When expressed as a percentage of profit, the low-margin grocerwdl
pay 20 percent in gross receipts taxes, while the high-margin software
developer will pay just 2 percent of profus. This has led many observ-
ers to criticize gross receipts taxes fbr imposing an inequitable tax bur-
den on low-profit-margin companies.

choice to lawmakers. They may enact either a
simple tax that leads to economically harrnful
tax pyramiding, or a highly complex tax that
does not. Unlike many other broad-based
taxes, gross receipts taxes make it impossible
for lawntakers to ac6ieve both tax simpGcity
and economic neutrality.

Tax Pyrantiding Encourages Vertical
Integration

Because gross receipts taxes result in tax
pyramiding, companies have powerful incen-
tives to cut the number of produaion stages
for products by absorbing suppliers. By con-
solidating into larger firms with fewer taxable
business-to-business transactions, industries
can lower their effective tax burdens under
gross receipts taxes. This consolidation of pre-
viously separate companies is known as "verti-
cal integration."

For example, if the lumber and wood
products industry in Table 2 were able to verti-
cally integrate its four stages of production into
a single larger company, the industry's effective
tax rate on value added could be cut by more
than half, front 2.53 percenr to just I percent.
In this way, gross receipts raxes provide power-
ful financial incentives toward vertiral integra-
tion, even when doing so is economically
wasteful from the perspective of society as a
whole."

Limits of Tax-Induced Vertical Integration
At first glance, one might imagine that gross
receipts taxes tnight encourage entire industries
to merge into a single large enterprise, avoiding
all taxes on business-to-business transactious.
However, there are limits m how much indus-
tries will consolidate in response to gross re-
ceipts taxes.

While companies can reap tax saving,c by
vertically integrating under a gross receipts tax,
those savings come at a price, because tax-
induced integration generally makes companies
less efflcient. The reason is that prior to doing
business in states with a gross receipts tax,
companies will have already becn pressured by
competition to organize in the best possible
way. If the imposition of a tax then entices

^ For a daailed d{scussion of tax induced in¢gta[ion see William F. Fox and Mat[hew Muvray, "Eeonomic Aspects of Taxing Services," National TaxJoumu! (March

1988), p- 28.

See Appendix A fnr a mathemetial illus[ration of uhis ,ifea.
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them to alter their structure for tax reasons,
companies wdl suffer an efficiency loss as a
result. That suggests industry consolidation
under a gross receipts tax will continuc up to
the point where the tax benefits to companies
of doing so just offscts those companies' ef6-
ciency losses from adopting poor organiza-
tional structures for tax rcasons.'s -

This vertical integration caused by gross
receipts taxes may benefit particular companies

(costim>red rram pa'gc 8) +T .> ^, ,,

Idowever ldespim xhts flaw qf non neuirahty thatrfs inherenx tn_gross',
receipts iaxarion, rhere,aretwo reasons to be wary of'.tlie criticism that
this is unfatr,"'espcctally,if the unFaitness ts cxpla ncd ina terms of the-. '

firm's abrh to a °y ' ^r ry' .^ P Y ., 8
a Fus^;f^abihty to;,pay^ts a concept unportei] from tslte^ orld^of mdi Vidual

rncome caxanon^ Tt has no place in a diseusston of;busmess raxes;- Tfie =
burden'uf gcoss±i cipp t:cci is ultimately,6uure bg:consumers, work-
e s2ahdsharchplders, not the1comPames-rLemselYC^ soretxprcssing^_gross

.AIreceipts taxes as^^percentage of profrts does not measure mmpames ,^
sahtlEtyto pay. IP facpltheWworkers wmumers and-shareholde^s,^whox =
aci;tially bear§tfzeubrurdenrrofthe tax mayibertch or;poPr and rhat mtx^ tj

''hattno`thtng to do wtth the company'/ssales;volume pr piofit margrn

Secpnd gr'oss receipts taxes are not [he;pnl^ taz-wifh this featu`r'e. Ev ^^
erynon iricomeaax will restdt tn iax biudens thaisare: unrelated to profit
ritargtns because they are not based on iricome Retail sale's taxes4 prop-.
e%ty taxes ande)garette,arid alcohol excise taxes'all arp paid partly byy
companies'shareholders'and workers, but tmposeaiuedens that are un .

-.

{eborden of a tax.Asa general ntle it is more apprnpriate to express th
asyape;centage.of tts ^base, rather than some otherdenomnatdz For=^
ezamples;retailpsales taxes should normally be expressed,as a percentagc'
of sales wpiile income taxes should be eicpressed as a percentage of tn-
comd&cause the'base of-gross receipts taxes issales, and not pro6ts,4
exgressing their;burd"en as a perceirrageof pro6t can result in mislead
ingcomparisons with othei taxes

Despi2oth'esecaveats, the criticism that•gross receipts taxes unfairly ig-
nore-. ' cortfpanies; profir margins is compelling to many who are accus-
,totned tothe co,nparative neutrality of an ideal corporate income tax.
'For this reason, itis easy to see why gross receipts caxes are viewed by
many in rhe genei'al publicas unfair business taxes.

i Washingt`on SteteTaziStrydure Stody Commlttea, Tax Alfer`natives^br.VJeehington
State: A Report to the Leglslature,"-Volumes t&2 (tdovember 2002).

=2 The exceptlons are compenies or9anize,i es sole poprietorships and pannerships, in
:vrplch the profits of the company are also the income of the individuals who may bear

•^'soine pooion ofbuslness texes.Corporatbos do nothave thisiealore.,See "Aeeramining
"theiFederal Gorporatlori Income Tax,":7axFaundation P,ro%ectNofe No 42; p.9(danuary;•
= iese)i" . . . . ; . .

9

or industries by giving them an unwarranted
tax advantage over competitors. But because
this economic distortion shrinks the nvera â

output of the economy, it is never profitable
from the standpoint of society as a whole.

Some Industries Taxed More Heavily
Than Others

Because gross receipts taxes disturb the snuc-
ture of companies, they have a secondary efFect
of creating wide disparities in effective tax rates
on different products and industries. Industries
that vertically integrate following the imposi-
tion of gross receipts taxes-as well as those
that are naturally vertically integrated-face
low effective tax rates, while those rhat remain
decentralized face high effective rates. These
arbitrary differences between tax burdens faced
by industries have the potential to create large
cconomic distortions throughout the cconomy.

In the simple case where taxes are assumed
to be fully passed forward to consumers in the
form of higher prices, different effective tax
rates will affect eonsumers direcdy by malung
some products more expensive than others for
tax reasons." In the more complex case where
the bttrden of taxes is split between owners of
capital or workers, the movement of plant,
equipment and workers from tax-disadvan-
taged industries into tax-advantaged ones will
tend to tnagnify the economic harm of gross
receipts taxes over time. Appendix A outlines a
mathematical illustration of how gross receipts
taxes fall unevenly on different industries in the
economy, potentially distorting investment
away from smaller and more efficient firms and
toward larger, less efficient organi7ations.

Discrimination in Favor of Imports over
Domestic Producers

In theory, well designed state tax systetns
should tax imports on the same basis as domes-
tically produced goods, and they should ex-
empt all exports from taxation, as they will be
taxed as imports in other states. Under such a
system, companies' decisions to import or ex-
port will be guided by economic forces rather
than tax considerations. However, this inter-
state tax neutraliryis impossible undergross
receipts taxes.

"' For adiscussion of [he effecs of ru-induced changes in rclarive prims, eee Fox avd Murtay. op. nt., p. 29.
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On the importing side, gross receiptc taxes
have an inherent tendency to favor imported
goods over domestically produced products.
The reason is simple: imports from states with-
out gross receipts taxes pass through fewer
taxable stages of production than goods pro-
duced domestically, particularly if they are
importcd as finished products. As a result,
gross receipts taxes place in-state companies at
a tax disadvantage to out-of-state importers not
subject to gross receipcs taxes.20

On the exporting side, gross receipts taxes
cannot be made economically neutral either. In
an ideal tax system, export.s would be fully
refunrled for srare taxe.c paid. However, this is

irM1Smith's Cele'brated' Ctitique of Gross Receipts Tazes.
Gross retetpts taxes have ,a longand controvetsial liistoiy.,One of the
earhet e;iamples was Spain's notorious alcabala tax:(ahernatively spelled
nkava(a), first imposed in •1342,and not fiilly elimirriateduntil the 20`"
Century.I"n lttsr;eJebrated discussion of public finance in the IX/ealihof '-`
Natzorzs AdariftStnnl% famously pilloried theSpanish gross receipts tax ;
foz damagtng the,Spamsh°econotrty and uliiipately laying the ground-
workfQr;thecountry'sraprdeconomicdedineinthel7`Centurya_

The fdmotis aleaval'a oftSparn ;^. was at first a taxzo
afrerwardsGof-fourteen peu?ceritl, ... upon the sale ofevetKsortr6f ',
propertywhethera+inovable:or immovable, and it is repeated every

hi i luld h e fit -vying o t s tax requ res a mv;e^prope ty,ts so . T e,^^,ume^{l
cie i n fa h o' nt to gu e n:atvsp rtat o ;oof,revenuc officers, suffr rd ttude

goods;Lnot only"fr,om one pi'oviitce to anoeher, butfrom one shop
to another.

h suliji ts. not only thedealers in some sorts of goods, but those
in allsdrts •every', faimer, every inanufactui'er, every merchant and
shopkeepeY, to^tlie;continua[visi'rs andexamination.of the taz-

7:gatherers. Through ihegreater part of a country in which a taxof
this kind is established notlting can be produced for disrantsale....

IiCs;to'the-alcavala, accordingly, that Ustari¢ imputes the ruin of
• themanufacmresofSpain..Hemighthaveimputedtoitlikewise

the declensionof agriculture, it being itnposed not only upon
mantifactures, bucupon the rude produce of the land.

Despite over two centuries of criticism from cconomists, gross receipts
iaxes continue to enjoy wide populariryamonglawmakers-illtistrat-
Cng their conttnued pol«tcal appeal, and lawmaker's general unaware-
pess of their damaging economic effects.

Souice: Adam Smith, An lnquUy info the Nature and Cauaes of the PJeuNh oFNaflons;
6oWc V, CIIaRtei II_ (1776):,,

an impossible task for states with gross receipts
taxes. Tax pyramiding conceals tax burdens
from intermediate stages of production, mak-
ing it impossible for authorities to observe the
total amount of taxes paid on final exported
products. Attempts to rebate only taxes paid at
the final stage of production will consistently
result in under-rebating, placing exporters
locaced in states with gross receipts taxes at a
competitive tax disadvantage compared with
firms located elsewhere.

V. Can Gross Receipts Taxes Be
Made Netttral?
The fundamental design flaw of gross receipts
taxes is their repeated taxation of products as
they move through srages of production. This
problem is inherent in their structure, and
cannot be fWly corrected without firndanien-
rally altering the nature of the tax. As a result,
it is not possible for lawmakers to craft an eco-
nomically neutral gross receipts tax.

For example, one way of correcting the
problem of tax pyramiding caused by gross
receipts taxes is to tax products only at their
final stage of production-that is, when sold to
consumers-rather than at all intermediate
steps. However, doing so woWd effectively
convert the tax into a retail sales tax. Another
way of eliminating tax pyramiding is to tax
only the value added at each stage of produc-
tion, rather than taxing the full value added
from all previous stages repeatedly at every
stage of production. However, doing so would
also fundamentafly alter the tax, converting it
into a European-style value added tax.

Because the economic non-neutralities
caused by gross receipts taxes cannot be cor-
rected without abandoning the very definition
of "gross receipts tax,° they represent an inher-
ently flawed tax stmcture compared with other
broad-based business taxes.

VI. Conclusion
Lawmakers in search of replacements for dete-
riorating state corporate income tax bases
should be wary of gross receipts taxes. lnherent
flaws in their structure encourage small compa-
nies to inefficiently consolidate for tax reasons,

Gross receiprs raxes in onc^r countriu hxve ar¢mp¢d to corren for rhis dispariry rhrough complrx syanems of rar4ffs on imponed guuds---an option clearty nnr
available m state lawmakers. Sec Due (1970), ay. rir., p. 121.
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they create wide disparities in efTective tax rares
across products and industries, and they intro-
duce non-neutraliues in the tax treatment of
importers and exporters. Each of these effects
introduces costly and unnecessary distortions
into state economies.

11

The design flaws of gross receipts eaxes are
fundamental and cannot be remedied without

abandoning their structure. As a result, law-
makers searching for alternatives to complex
corporate income taxes should avoid gross
receipts taxes and instead consider other broad-
based taxes that are more economically neunal
and less likely to harm state economies.

Appendix A:

Mathematical Illustration of the Effect of Gross Receipts

Taxes on ljertical Integration and Effective Tax Rates
Introduction

The following simple model illustrates how
gross receipts taxes encourage companies to
inefficiently vertically integrate, leading to
disparate effective tax rates on different goods
and industries throughout the economy.

1. Effect on Firm Strtuture in a Two-Firm
Industry

Consider an industry with two firms that
jointly produce a product in two stages: manu-
facturing and retail. The manufacturing com-
pany ("upstream' firm) assembles the product,
and the retail company ("downstream" firm)
sells the Gnisbed product to retail consumers.
For simplicity, assume the upstream fum sells
all its output to the downstream firm, and both
companies are competitive price takers.t'

If the companies operate independently, the
after-tax profit of the upstream firm is given by

II. _ Ra(I - t)- Cn,

where R is the upstrearn company's revenue, t
is the gross receipts rax rate, and Cis the up-
stream company's total cost of production.
Simllarly, the after-tax profrt of the down-
stream firm is given by

)1d = Rd (I- t)- Cd

=Rd(t-t)-(R,.+Kd),

where R, t and C are defined as above. How-
ever, because the production costs of the down-
stream firm consist of both purchases from the
upstream firm and its own internal costs of
production, Cd can be decomposed into the
sum ofR„ +Kd, where R. is the cost of pur-
chases of intermediate goods from the up-
streant firm, andKd represents the
downstream firm's own internal produccion
costs.

In this case, the total tax burden faced by the
industry is equal to

T nmeBed = (Rd + R. ) - t .

Under what conditions will this industry verti-
cally integrate for tax reasons? Note that in the
absence of taxes, companies will organize as
efficiendy as possible. If taxes cause companies
to change stmcture, the resulting firms will be
less cf}icient, and will have higher total costs of
production for a given level of output than
rhey would ntherwise have.

Imagine the upstream and downstream Grms
above vertically integmte into a single conr-
pany. The profit of the new merged itrm is
given by

n mersed = Rd (I - 1) - Cme.ged

=Rd(I-t)-(C"+K,+e),

This assumption alfows us to abstrsr from q¢ rReas oFstrategic interaction berw«n Bnns when somc dtyrec of monopdy power is pre,cm. which ia not retevant

m the illustratinn.

In practico this ine(Fciency cost of tax-induced vertical unegrarion likely varies with output. For simpliciry here it is assunud ro be a Fued production cntt.
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where c represents the increased total cost of
production due to the merged firm being orga-
nized less efficiently.22 The total tax burden of
this vertically integrated industry is then given
by

Tmaraed - Rd - ( ,

which is less than the total tax burden of the
unmerged industry by an amount equal to
Ra - t. However, these tax savings are partially
offset by reduced effciency, as represented by
the addition of e to the merged company's
costs. When considering whether to vertically
integrate, firms will compare the difference ht
profitabiliry between merged and trnmerged
structures, and choose accordingly. This differ-
ence is given by

Q-Rmerged - Znj -Rtt -t-E

This implies that under a gross receipts tax,
industries will vertically integrate up to the
point where the tax benefits of doing so-that
is, Ra - t-just uutweigh the efficienry losses
from tax-induced integration E. More formally,

FOUN®AMlJN ife > Rn - t , firms will remain separate;
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if e<Rw t, firms will vertically integrate; and

if E= Rn t, firms will be indifferent between
integrating or remaining separate.

As a resulr, the introduction of a gross receipts
tax will distort rhe structure of companies in
industries for which the efficiency losses e from
tax-induced integration are small compared to
the tax benefits from collapsing production
stages.
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11. Effects on Effective Tax Rates Across
Industries

The vertical integration caused by gross re-
ceipts taxes has a secondary effect: it leads to
disparate effective tax rates on different indus-
tries, potentially distorting investment patterns
in the economy and magnifying the economic
harm of gross reccipts taxes over timc.

To see why, imagine industries A and B, each
consisting of a two-firm production chain as
described in section I. In industry A, let the
ef}iciency costs of tax-induced integration be
large; that is, let e > R. - t. In industry B, let
the efficiency loss from tax-induced integration
be small; dtat is, let e= D.

Under a gross receipts tax, firms in industry A
will remain separate, while firms in industry B
will vertically integrate for tax reasons. Once
firms have fully adjusted their structure in
response to the tax, the effective tax rate on
value added faced by industry A is given by

T - Rn -t+Rd -t
A Rd -Ca-Kd

By comparison, the effective tax rate on value
added faced by industry B is given by

T. =
Rd -t

Rd -C„ -Kd .

The effective rax mtes faced by A and B differ
by only one term in the namerator: R. - t.
8ecause Ra - t is assumed to be positive, the
effective tax rate on the unmerged industry, TA ,
is strictly greater than the rate faced by the
integrated industry, T8. As a result, gross re-
ceipts taxes are inherently punitive toward
decentralized industries that cannot easily inte-
grate producrion stages in response to the tax.
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Takeout provides key growth vehicle for restaurants says
'Technomic

Chicago, August 13,2007, Business Wire -Takeout sales at casual-dining chains have grown
at an annuat rate of nearly 1 D percent over the last threc years-almost twice the pace of overall
industry sales growth. Since the consumer trends driving this better-than-average growth aren't
likely to change, and because matty casual-dinittg chains are eager to find ways to inject new life
into their sales formula, opemtors should be enthusiastic about devoting even more attention to
takeout sales, particularly takeout offers a way to grow chain per€ormance without investing in
tnore units.

i..imited-service operators have always recognized the importance of takeout sales; since the
advent of the drive-thru, the proponion of LSR sales represented by takeout has averaged 60
percent. More recently, curbside takeout has become a fast-growing trend at inany casual-dining
chains, also attracting the attention of various retail operations eager to get in on the action,
including Whole Foods Mark.etand new initiatives from Publix Super Markets, HoneyBaked
Ham, and a growing easy-meal-a,ssembly segment-all competing for the business of time-
pressed fatnities.

To help chain restaurant operators sort through the competitive issues and gain critical consumer
insights, Technomic recently published its new Takeout Category Report, which includes in-
depth industry analysis and quantitative resean;h on over 1,500 consumers. Key findings include:

The proportion of cousumers who order takeout "on.the go" from their car or elsewhere
on their cell phone is growing rapidly. Nearly three out of 10 constuners (29 percent) who
ordered takeout did so froin their cell phone, nearly double the rate of on-the-go ordering
just two years ago (16 percent).

A greater percentage of consumers than ever before are using takeout as home meal
replacements, opting to ordcr food during transit and consuming it in the comfort of their
hotnes.

Food taste attd integrity is of the ntmost importance when utilizing takeout. While patrons
appreeiatc convenient features like curbside pickup and dedicated parking, their top
priorities center on being able to duplicate at-the-restaurant quality in the comfort of their
home. Meeting this demand may require further adjustments to current pieparation and
packaging methods.

"We still see substantial growth opportunities in the takeout segment," says Dturen Tristano,
Executive Vice President of'1'echnomic Information Sctvices. "Consumers now have tnore
sophisticated tastes, but even less time to cook. Takeout operators that give them convenience
without compromising quality vuill be able to capture substantial incremental sales." Tristano
added that suppliers to the restaurant indusuy also play a key role in developing menu items with
eat-at-home appeal and packaging that retains food freshness in transit.

015



Teehnomic's new Takeout Calegory Report provides extensive consumer insights regarding
restaurant takeout usage, mostreoent takeout occasions, appealing takeout attributes, usage from
non-restaurant looations, and packaging issues, Comparisons to similar n;search condttcted two
years ago are also provided, as well as severai helpful appendices, ineluding n;s-laurant-user
profiles for 35 full- and linrited-servicc restaurant chains, as well as local independents,

To purchasc or learn more about the Takeaut Category Report, please visit www.fondnu¢s.com
or contact one of the individuals listed below.

Contacts
Press lnquiries: Darren Tristano, 312-876-0004, extension 3850, or diristano(7a,technomic.com
Purchasing Details: Patiick Noone, 312-876-0004, extension 3852, or pnoone(D.teclmomic.com
Report Details: Sara Gillis, .312-876-0004, extension 3848, or s illisCtDtechnomic.com

About Technornie information Services
Technomic Informtition Services has been tracking the foodservice industry for over 40 years,
providing industry intelligcnce, forecasts, data and training support to manufacturers, operators,
distributors and others allied to thc field. Our numerous publications and digital products-
featuring quick-read newsleaers, analytical annual reports, training handbooks, sales guides and
restaurant chain pro&les-help industry leaders keep a finger on the pulse of the entire
food,tierviee terrain. Technornic Information Services delivers distinctive, premium content to its
customers.

Abont Technomic, Inc.
Technornie provides food and foodservice clients witlr the research, insights and
strategic consnlting support they need to enhance their business strategies, decisions
and results, Its services include category inid channel analyses, custoiner satisfaction sttidies,
opportunity assessments, henchmarking programs and brand equity cnhancement.

I
016



EXHIBIT

L-

Proceedings and Debates
of the

Constitutional Convention
of the

State of Ohio

Convened January 9, 1912; adjourned June 7, 1912;
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Poblished in accordance with the provisions of an act
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C. B. GALBBeATiy
secretary of the Convmtion.
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OBCial Reponer.
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Edllor and proot Reader.
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Members of the Constitutional Convention - 1912

Name. P. O, Addresa. County-

]lirth.

State or Country. I Date.

-^ ^

Ocrnpation or
Profeealon-

Avdeteon 'D. F.........._..i Yauvgnown -........_......... ^ Mahnning ••. . Lauver-
Antrim. Rmeat L..-........1 Van Wert . ... ................ : Van WttL......^ Oluo ............ i pebruarl Y1. 1808.. Banker.

Bavm. Jahn L ................ Srorme Smtion ...........,........'^. Rosa ... ...I Ohio...... .....I Seotemher 1B. 1901. Farmer.
liratt)Aie6ard A...........I IIowling^Greea ....................I Wood .. ...- . Pcnneylvavia^-... . Februarp E9, 3M9.- Oii Uneratur.
Beaity, , Robert A ............: Cardtvgton ... ............. . Morrow .......^I Ohio ... ...... .i Septem6er fla. 1817 . Farmer.

A R F. D ...............^ Aanco[k .--....I Germany-...........i Ju1y 1, 186g........ Farmer.Beqer, pndrew . ._I A[ltngtoar......-.. I J
Bigdow, erbert 5...,....... Cinainnan, 614 Main SL........... Hamfiton . ..... Indiam ......... enanry 4, 1870.,... Mimater.
Rowdle, Swuley E........... I Cinunnad, llm tet NaPI Bank I I

d4., ....^ ltamRluan ....... Obio ............ . Septem6Cr 4. 36gT.. LawYer-

Brown,a^H MD ..............I R m IladNO
•............•..... i

H 6 l^and .......I Obua ...............' Ang et M. 18^6Y,..: Ph^riou.
Brnwn, Yad'mon A.......... i Hnrrieon Sbton

......... . . ......
ke ........:..I Ob+o ........... )a¢mrY 2, 16aB....- Fumer.

tawyer-
-..... ......-^.. prCampbeLL. Wm- W...........1 Napoteon ..........................! HenrY - ::.I Vermont . A T 8]e64....... TBwyer.

C.aandy Joha R .............: IIUlafavbive ..._...:.............! Lo^av ....... . Irdaad .............I Much ^f lgn..... Lawyer-
Cudy, ^6. T .... .............. Maryavritq R. P. D.,..............I Umoa ....... . Okio ............. .'. Uctober Pb. IgdT.... Farmer.
Collett, Bernard Y.....-....: Niimingmv, A. F. D ..............I Clinton .......-.I O6io ..-.....,.... .' tuguat T, 1868...... Fermer.
Colmv, Georee A......... ...i H¢am ..............................fPortage,..-...--^ Ohto ...........-....1 October 10, 18d..-. College Presiden[.
Cordp, $enq F............' Cincinnati, 210 Stetean St.....,..J Hamgton .. . Ohia .. ,.......' Oetnber E, 398g..... Smir Buildec
Caius, H. M ................. Ctraleville ........ ....... ; Mckaway .......' Obio ....... ........^ Octaber 38, leus_.. Dianufactvrer.
Croeeer, Rohert ............ Cleveland, Wiliiameon Dldg..,....i Cuyahoga ......-^ Scotlaad ........ Lawyer.

1gN_.... wYer.
CanNngham, Davi........ I Cadia . . .. ..... . ... . .........i Harrison ......: Obio . .........,..' ?darc6 1, La
DaWU. Wm. C ............:. Cleveland, 09A8 QvinhY ^Avc.......1 CuYe6oga .......! Canada ^..........._:! Suly 20, Igaa....... . Lntlmr,
DeFreea, 7u¢y h -. P19ua R. P. D...... _-.........._, Mtamt .... . Ohso ............. I'ehtuar9 1, ]64T.. Merchant.
Donsh Printer.q . A. V .............. Ncw ^PhilndelPhia .................I Tuerzrnwae .,..' Ohio ............... I 7uty 7. 16T0 .........
Doty, Edward W.-.......... Cleveland, TH11 Franklin Ave,..... 1 Cuyahoga .•°„.' New York.......... 1 S^m^ner 16, 1884.^ Mgr. MfF ApPraisa4 C^:
Dun]aP. C6arlee 0..........: MeArthur ...._....._.....-.-.-.-I Vinton .....-...' Michigan .........- P6veidan.
Duoar Aleaender...-•°••••: New Rlcbmovd ...... .........i Clermont .. . Ohio ....... .i lanuary g, lFbl.,...' Minister.

Dwyc, Dennie . . Davton, 2901 Conover B1dg........ I bqomgomery ^...I 1rNand ^.......... P bmary 2, 1860-.-^ LawYeo
Fvrv6art, J. Milton....,.... Lebanon ..........................I Warren .,,...,,I Ohio ...............f May 9, la4G....,... Fermer.
Eby, Henn E ............... Camden .. .....,.... ,............. I Prehle ,...,.....I Ohio .............. 1 iune M. lg/2,...,,. Farrner.
Elaon. Henry W............ At6ens ..........-._ ............. Atheva ...... J Ohiu ........ ._-...! tdarch Y0, 1867..... College Profeaanr.
Evove, Nebnn W........... Portsmou[h ... .. ...........' Sciato .. .....I Ohio ............ Tave {^ 3g42........ y-awyer.
Packler, John D ...........:. ClevelanQ 31 Roselind Ave...Cuyahoga ,.. . ONu ...............^ Tenaary N1. 1g+a....I LewJer.
Pamewonh, W. W.......... Watsrvitie' .........................I Lucae ........... I Ohio'...............I Nnvem6cr 21, 19a5.. Frvrt Grewer.
Farrall TEOmae 5..... ,..... ClcveWnd, 3819 Carnrgie A.e._.. CuyeEUga ......I Vermont Dceemtxr 23, lA'fg..) Wdter-
Pos A. D .................... Vellow Sprivas .........-..........: Greene ....,...-I Ohio ................I December it. ]Bai_ Cotlege Prc+tdent.
Fitel;Iroova, Thomaa G...... Qcvdand, .4952 E. aM6 St..-..... C+•^ahoan .......I Dhio ............. . Auguet 9, ]g1g...... Manufactnrv,

Ashlavd ........ f Obio ..-.............I kVtem6er 2E, 1B65.I F§rmer.Ptuke J%mm M ............. Nenkiv .............. :*'::*-
Faa, A• C :................... Coldwrtee ...........,....-......--r Mercer .........f Ohio ......-.........1 April M. 1e50..,.... Merc nt.

Hahv Aaron ..1............ C'leveland, 1014 E. OMh St........^ CuYaboea ....... Robemia .-.........I Tune, ]MB ......... Lawye[.
Haten'kamp, Wm. P......-.. Norwaod, 4g10 Eeeah St..... ....: HaraBton ....:._ Ohio ._.I SePtemher U. IB96.1 Fnreman.

..,..... .. Obio ...............I March I. IliT.-.-..I Lawyer.Hztfhiit, Jamp W........... Lima .......................... ....: Allen I
HarhnrHer, Iamts W.-...... Cu/umbusr 847 N Hlgh St...,...-' PravkEn ......,I Pmnaylvanie ..__ •I January P0, IB6Y.... Imn Moulder.
Iiarr3s,. Geo. W .............. Cincinnatt, 900 T.M. Blde.---•i Hanilimn .......I Ohio -......_.. , jabrNa 90, I^S .... CaPitaliat
Hmric. W. 5 ................ SaYbrmk ....................... .^ Aahbbula ,.....1 Obro ............... Fe ry 14. ffi18... Fanoer.

.Harrtem. OKO M .............. Nnru°nalk •.-......................... Rurun ..........I Ohio -.•...............^ MaPY lP,tt1^0. ^.^ Druegist
Handa[aon Robett ......... TJrbana ............. ........ ..... .. Ch"paing ...,.I Olrglda ............ Mucb ffi 1861. P -aan.

46.
.
..... annerr•Ho^m6'1 lea DC 1 d6n nIt F=D Marn St...........1 Aamiiton. -.......I OLio ........... . ^ Tanwry l9, 18WP

Hmldm . S. A ............... Wapa^onem .......,..............: Auglalae ....,..,I Ohro ......._......^ Mamh 6, IMg.....- Iawver.
Hurrh, Frank Q ............. xc(;agey .. ^- Hardin .,.. . Ohio ,.........._..i November P3 t888..1 Parmer,
Jobnn eon, E. W .............. Weat Jetterenn ....................' Madieon .......I Ohio ....---... ...I Octnber 27, IBTg.... Iawyer.
7ohaov Solomon ^------Stryker ...... .... ............... Williams .:-, - Ohio ..: ... '• ^-I March 4, ]860...... Farmer.
lovee, ilump6rey ........... P.looming6vrg . .: Fayette . ...I'Ohio - .. I lanvarY 81. ]BST....I Lawper and Benker.
Re6oq T. Vf ............. f ergUOwn ......__........J Brown ..........! Obio ....... . .. 2liay :3. 3623....... Aanker.
Reller. HMrY C_.....,.....' Hanover. A. F. D...... ._.....-...• ricking ......-..I Ohia .............. I Tune 14, INB...,... Farmer.

F 6, llv+.'-._^ Tnwyea.
Rerr,MFpnk H ..............' ' SteuWarren ..........-............' ScReravn ......f O6to ............. 1 ehtvarY
lOiPaek, W. B .............m . .... _._...........^ Trvmbu9'...I Ohio ...............I Senterober 6. ]g1T.. lxwyer.
RinP Fdmand B ....... _.,' Sandv+ Columbu+ A.e.-......d Erie ............. Ohiu . .....i TuIY 4, ]8a0.--.-.. LawreL. kY.
%vigbt Cxo. W .............. Coiombue, 691 E Druad..........J Franldin ......J Miehigan^...........1 Tune Y6, 1M8....... College Pmfc+sor.

Rramer, Joha F .
wrerme ....P ................ Zancmill

Nanafietd e
.
.
..

.
...........

.....,....-......
-, M^eti nyum ... 1 06io --.•-....... ' T$anvar^aiBes...;.^ (i^laeee

R+mkel, La Wurker...Lamhert. Prank P........... Wellpon ..................
.
.
..
_

..
_

.

...J Tacknon ., ...I Kentacky ........ i Decembn
and Editor.

TsmPeon. ffibert_L.......... 7enereon .........................: Aahtabnia ^......I Ohio ..... ......... I Tntv eo, 1864........
19f3.. I Carpe

Lvwvenrter.

Leete Fr, ed G ................ 1 ontou .... ... ... ,...,.... I ewrence ......I Ohio ...............1 ^ulY 14, IB6U]...-.... Civil Engineer.
T.'llie, Daotet E ............. (9eveland, Ba Ro.6uq Rd.... ..... e•vvahoa:- ...... Ohln .............. 1 cbrnury :R, 1aa2..1 Accnummu[.
Lo gaGeth.RobL B......... Dnion Bvrnace ....................I rrookinR ........ nhlo ............... Pecemb+r 32, 1862..IBarmer.
Lud Ch.na 'Woodafield . .................... . .. Movrx ........1 Oldo ..........:..I March S. 1860...... I Merakant.
MeL^)]a nd, Rapnond G....^ Fr<dericktuw.....................I Rnox .-.'..... .^. Penruryivania ...... November 14. 1M8.. Miniaer and Fa+mer.

Mann Pleteher D.........,. Faineavi tb .........................I Lake ..,.,.......I Ohio...., ........ ... Avaaet N. 16a1.....1 Lnm6erroen,
Mar[1oH, F. M ................ Dclawnre . ................i Dclaware .... . ,: Ohiu .....,....-....I Se9tember 5, ]81'L.I Lawyer......,..
Ma[ehaB. ABev M...........' Cuzhoaton. A. F-

.
D ................I Coehorton ... .J Ohio .......... I 1'Sarc6 6, IMP....... ^ Farmv.

MaMhewe. N. E ............. Otrnwa ...........--..-..........I Patrnam ........I Ohio ............ ...I Amll H, I66'3 .......^ Fanker.
, RuaeoeT.... ........^ Gallipolia .......................... I Gallia .......... Ohio ... ............I May 17, tgl0....... 1 Cawrer.

Mav
Miller

dt, Fpnk F ......, ' Tanraeter .......................... r Fairfeld ......: t Ohto ................1 November 10. Irc12..1 Farmer.
kMiller , Gen.W ............ ' Dveyrva ............._...,.........i Crvwford ....-.I Ohio ......,.........^ ^ebrnivYfF..rh Grower.

Mr-ller, W .--.....•••••••.C,YFSnm ........................._.i Tkbwa ......... I Ohio ..........-.--..
ebrna q 8 . IPR g ., varmer.fMooR, JBian & ............. 7aneavllie ............ ............. -! Mvakingum ... I Ohio ..... ..........IF

Norrie, Caleb H ............: Marion ........... ..........-... 3 Madnn ......... I Ohio ._.........-I Sevtem6er 4B- taTq.^ Lawyer.
Nye. barid L ......:........' EIYAa ........ ..................f Laraiv .........1 New York.......... f Tlacember 8, ]813... LewYer.
OkeY, Y. A ...............•-•-' Caldwfll •..................... ...... f NoMe ..-......,I Ohio .-.............-1 Tarnarv g. IBgl_...I T ewver.
Partingtan, Wm. E..........' Sidnry ............ .................i ShB6v ---------- f Ohio ........ :.......I SemrmM1er sY. 1?AS.i Teachcr.
Peelr, Hi nrn D .............' Cincinnah, 619 Walnut SL..-.....' Hamilton ......: Rentveky .........:I MarcA S. IB[f...... i IawYer,
Petere, Edward A...-._.-..' /•ovePOrt .. ... .....................! Fraokiin ....-..,I Ohio ........,......1 Aunut S. iBEO...... I Parrner.

WeatPettlt. Gen. W ...............' Hamillon o^ •.............__.....I Avtler ....... ., Ohio ............ .' Oetnber. ]ft6.62e6T....i awYer. -
Yiera. David ............. .... ............... ...1 Ohio .......... .....1 Tune 30, 16T8.......1 lawyer.
Priee, T. â........:..........I New Lemiuqtan .....-..............i PerrY
Rexd, A. Rnaa ............ ...' Akron ....__............._.......1 Suvmdt ......... Penn+rtvao'v ......t Edltor.
Redingtav, H. G .............' Ebda ....... ....... ................ I Lorain ,........I 0610 ...............I July l0. 18a8......_' Lawyc.
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Name. P. O. Addreau Camty.

1 1
y, .... ........... .. ...Rilc Jobo H ............... MariNla- ... ^...... . Waahiv8ton

Rvctr1, Wm. M ....:........^ SBrlo55eld. BtnhvcL Bldg..:...... Qark ..........
Roehm, Jebn .............. I DaYtop .........................:.._ MordgumerY ...
Hor:ek, 7obp C ........:...... Wauoeon ......................... Fviton ..........
Shaffer, Stanley ............ Ifamilton .......................... Butier ........

- Sise, 8li D .................i Minerva .. .:........................ Carroll ......
Smith' Benq $ ...........:.I t'lardon ... .. .. ... . . . .... ...... ..... Genu8'¢ ...

. v 'lton ^....Smith, Sterbvek . . Cindnnati, St. Pavl BId6......... H
SOlether,FJ. C ......:.......... 1<rn City.......... Wood .....

......I5[alter. rankifn J.........-` UPDer Sandnaky .................... WY
Sav

andm ...
Stamrv, Martin ... ..... .It Fremont ...................._...... duaky ^..

W. B.......L.... UhrieSsellle ........................ Tuararnwae ....IStevena. m
Slewsrt. O. M ................ Middlepnrt ........ ........ Mciaa

Stilwell, SteGden 5..........f tlcvetand, L951 Superiar Ave......1 Cv9ahoga .
Stokes. Wm. W ............. Day[on . ..........................I MvnteOmery
Ta eart. Frank ........ .^ Wooster . ........................... WaYne .......

TO ^.. Jamea C............ J BelUire ........................._..^ ANmovt ........
Tannehill J. W ..............• 'lfeCoanelrville .....................I Murean .........
Tenow, 1S rey .. .. ........... etonie ........................... Clumbuna .

D........' Clevelend, 77U9 Locky ve....^ CuYahega .....Thomaa, ftarry ..
Ulmer, J hp . ..........' Tolede, 2206 Roeewaed Ave._...... Lvma ..........
Wag^ r, Edwiv 7'...........' Greevvtlle ........... ...............I Darke .. .
\Valker. Wihner R......._.: Killbuek ... ........__.... ....... 1I Aolmes . ....
'Watmn, Iiarvey ............ New Concord .......................I Smrka^.......
Wevbrecht: B. F ...........: Allfavice ......................... .....
Winn. Tohn W ..............Dcfience . ....................... . Defiavee .......
Wife Frank Q ..............^ New Berlin......................... Stark .......... .
Wooba. F'rank W ............. Medina .............................I Medina ..... ....
Worlhivgtw, Wm. ....._...' Cincinnati, 7 E. 6th St .............1 Hamtlton .......

_-'_-

Rieth.

Smte pr Convtry. I Date

Virginia ............
Obio ...............

......Obio .. . .. ..
New Yw••••••••••

.....
ohio ..............
Ohio .. ............

......lY 18. 1e66..
uury EB, ]871....

hrva0 18 12114..
Ocmber h, B81......
October 18, 186&...
AvQUSt 10, 1XBt.....

Ohto ...............I Derember YH, 18M..
OhiO . .... September 18• ieiM1.
Switrethrnd ..... Novemher 18• 1847.
Ohio ................ May 12. ]898........
Ohiu ................ 7v1y Ed. 1803........
Miehtgav .. ...... . October e. ]87].....
Ohlo ................ Dccember 4, 1849...
OhiO ............. ... Jpne 6, ]86Y........
Ohio .... ........... Aprll 8, iBSU..... ...
Ohiu ...:............ March 18, -Dlte.....
Ohio ................ Derember ]a, 1B75..
Enyland ............ Decemher U. 189e..
Switx<etnnd . .......I Septe+nber Pa, 1961.
Iawn..... ............^Juiya,i4m .,._...
Ohio ._ ............. AuNat e6, ]ed6.....
Ohto ..... ... .. Merch 17, 1881.....

oeeupatmn W
Profee®ou.

iswyer.
iawyer.
Iawycr. '
Retired.
Iawyer.
Lewy<r.
LawYer.
iawyer.
Farmer.
Lawyer.
Physician.

Law^r.
Depuiy Cleh eE CmNa- .
Rezl Eetala.
Lawyer.
Lzwyer.
Editor.
Miner.
Carpenter.
Retired Merchant. _
Farmer.
MSnirter.
Teacher.
Manvfactvrcr.

Ohio ................ March 4 ]866.......I Lavrya.
Ohio ................ Fehruap le. 188e..1 ROVrcd Pprmer.
Ohio ......... .1 Aneuat 6, ]Bil......lll Lawy<r.
Ohio .........

.....

.......1 Au8• 8. IBf7........1 IswSOr.

1 1 - _
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Amendments to the Constitution of Ohio

Resolution Adopted in Convention May 31, 1912, and Signed June 1, 1912.

Resohied by the Con.stfhutional Conventiori of the State
.of Ohio, That the amendments proposed to the constitu-
tion and adopted by this Convention, as hereinafter set
forth, shail besubmitted to the electors for adoption or
rejection on the- third day of September, A. D., xqrz, and
that the president and secretary of this Convention be,
and they are hereby, directed to certify the same to the
secretary of state for snbmission to the electors according
to law.

ARTICLE I.

Sac. 5. The right of trial by jury shall be inviolate,
except that, in civil cases, laws may be passed to author-
ize the rendering of a verdict by the concurrence of not
less than three-fourths of the jury.

ARTICLE I.

SEc. 9. All persons shall be bailable by sufficient
sureties, except those charged with murder in the first de-
E e, wheie proof is evident or the presumption great.

cessive bail shall not be required; nor excessive fines
imposed; nor cruet and unusual punishment inflicted; nor
shall life be taken as a punishment for crime. Until
otherwise provided by law, persons convicted of crimes
heretofore punishable by death shall be punishcd by im-
prisonment in the penitentiary during life.

ARTICLE I.

Sec. to. Except in cases of impeachment, cases aris-
ing in the.army and navy, or in the,nilitiawhen in actual
service in time of war or public danger, and cases involv-
ing offenses for which the penalty provided is less than
imprisonmeut in the penitentiary, no person shall be hcld
to answer for a capital, or otherwise infamous crime, un-
less on presentment or indictment of a grand jury; and
the number of persons necessary to constitute such grand
jury and the number thereof necessary ta concur in find-
ing such indictment shall be determiined by law. In any
trial, in any court, the party accused shall be allowed to
appear and defend in person and with counsel; to de-
mand the natuce and cause of the accusation against him,
and to have a copy thereof; to meet the witnesses face to
face, and to have compulsory process to procure the at-
tendance of witnesses in his behalf, and a speedy public
trial by an impartial jury of the county in which the
offense is alleged to have been committed; but provision
may be made by law for the taking of the deposition by
the accused or by the state, to be used for or against the
accused, of any witness whose attendance cannot be had
at the trial, always securing to the accused means and
the opportunity to be present in person and with counsel
at the taking of such deposition, and to examine the wit-
ness face to face as fully and in the same manner as if in
court: No person shall be compelled, in any criminal
case, to be a witness against himself; but his failure to

testffy may be considered by the court and jury and may
be made the subject of comment by counsel. No person
shall be twice put in jeopardy for the same offense.

ARTICLE I.

Stac. 16. All cotirts shall be open, and every person,
for an injury done him in his land, goods, person, or repu-
tation, shall.have remedy by due course of law, and shall
have justice adnunistered without denialor delay. Suits
ntay be brought against the state, in such courts and in
such manner, as may be provided by law.

ARTICLE I.

SEc.t9a. The amount of daniages recoverable by
civil action in the courts for death caused by the wrong-
ful act, neglect, or default of another, shall not be limited
by law.

ARTICLE IL

Sec. r. The legislative power of the state shall be
vested in a general assembly consisting of a senate and
house of representatives but the people reserve to them-
selves the pawer-to propose to the general assembly laws
and amendments to.the canstitution, and to adopt or reject
the same at the polls on a referendum vote as hereinafter
provided. They also reserve the power to adopt or reject
any law, section of any law orany item in any law ap-
propriating money passed by the general assembly, except
as hereinafter provided; and independent of the general
assembly to propose amendments to the constitution and
to adopt or reject the same at the polls. 7'he limitations
expressed in the constitution, on the power of the gen-
eral assembly to enact laws, shall be deemed limitations
on the power of the people to enact.laws.

SEc. ta. The first aforestated power reserved by the
people is designated the initiative, and the'signatures of
ten per centum of the electors shall be required upan a
petition to propose an ameridment to the constitution.
When a petition signed by the aforesaid required num-
ber of electors, shall have been filed with the secretary of
state, and verified as herein provided, proposing an
amendment to the constitution, the full text of which
shall have been set forth in such petition, the secretary of
state shall submit for the approval or rejection of the
electors, the proposed, amendment, in the manner herein-
after provided, at the next succeeding regular or general
election in any year occurring subsequent to ninety days
after the filing ofsuch petition. The initiative petitions,
above described, shall have printed across the top thereof:

i"Amendment to the Constitution Proposed by Initiative
Petition to be Sumbitted Directly to the Electors."

Sec. ib. When at any time, not less than ten days
prior to the commencement of any session of the general
assembly, there shall have been filed with the secretary of
state a petition signed bv three per centum of the electors

023



CONSTITUTIONAL CONVENTION OF OHIO

Amendments to the Constitution Submitted by Convention.

.and verified as herein provided, proposing a law, the full
text of which shaU have been set forth in such petition,
the secretary of state shall transmit the same to the geq-
^eral assembly as soon as it convenes. If said proposed
law shall be passed by the general assembly, either as pe-
titioned for or in an amended form, it shall be subject to
the referendum. If it shall not be passed, or if it shall be
;passed in an amended form, or if no action shall be
taken thereon within four months from the time it is re-
ceived by the general assembly, it shall be submitted by
the secretary of state to the electors for their approval or
rejection at the next regular or general election, if such

..submission shall be demanded by supplementary petition
verified as herein provided and signedby not less than
three per centum of the electors in addition to those sign-

. ing the original petition, which supplementary petition
must be signed and filed with the secretary of state
within ninety days after the proposed law shall have been
rejected by the general assembly or after the expiration
of such term of four months, if no action has been taken
thereon, or after the law as passed by the general assern-
bly shall have been filed by the governor in the office of

-.the secretary of state. The proposed law shall be submit-
ted in the form demanded by such supplementary peti-
tion, which form shall be either as first petitioned for or
with any amendrnent or amendments which may have
been incorporated therein by either branch or by both
branches of the general assembly. If a proposed law so
submitted is approved by a majority of the electors vot-
ing thereon, it shall be the law and shall go into, effect as
herein provided in lieu of any amended form of said law
which may have been passed by the general assembly,
.and such amended^Iaw passed by the general assembly
. shall not go into effect until and unless the law proposed
by supplementary petition sliall have been rejected by
the electors. All such initiative petitions, last above de-
scribed, shall have printed across the top thereof, in case
of proposed laws :"Law Pioposed by Initiative Petition
First to be Submitted to the General Assembly." Ballots
shaU be so printed as to permit an affirmative or negative
vote upon each measure submitted to the electors. Any
proposed law or amendment to the constitution submitted
to the electors as provid2d in section za and section ib, if
approved by a majority of the electors voting thereon,
shall take effect thirty days after the election a£which it
was approved and shall be published by the secretary of

.state. If conflicting proposed laws or conflicting proposed
amendmmts to the constfhttion shall be approved at the
same election by a majority of the total number of votes
cast for and against the same, the one receiving the high-

-est number of affirmative votes shall be the law, or in the
case of amendments to the constitution shall be the
amendment to the constitution. No law proposed by in-
itiative petition and approved by the electors shall be
subject.to the veto of the governor.

Ssr_ rc. The second aforestated power reserved by
the people is designated the referendum, and the signa-
tures of six per centum of the electors shall be required
upon a petition to order the submission to the electors of
the state for their approval or rejection, of any law, sec-
-tion of any law or any item in any law appropriating
money passed by the general assembly. No law passed
by the general assembly shall gointo effect until ninety
days after it shall have been filed by the governor in the
.offtce of the secretary o: state, except as herein provided.

When a petition, signed by six per centum of the electors
of the state and verified as herein provided, shaU have been
filed with the secretary of state within ninety days after
any law sball have been filed by the govemor in the office
of the secretary of state, ordering that such law, section
of such law or any item in such law appropriating money
be submitted to the electors of the state for their ap-
proval or rejection, the seoretary of state shall submit to
the electors of the state for their approval or rejection
such law, section or item, in the manner herein provided,
at the next succeeding regular or general election in,.-any
year occurring subsequent to sixty days after the filing of
such petition, and no such law, section or item shall go into
effect until and tinless approved by a majority of those vot-
ing upon the same. If, however, a referendum petition is
filed against any such section or item, the remainder of
the law shall not thereby be prevented or delayed from
going into effecL

Sgc. id. Laws providing for tax levies, appropri-
ations for the current expeqses of the state government
and state instimtions, and emergenry laws necessary for
Lhe immediate preservation of the public peace, health or
safety, shall go into immediate effect. Such emergency
laws upon a yea and nay vote must receive the vote of
two-thirds of all the members elected to each branch of
the general assembly, and the reasons for such necessity
shaU be set forth in one section of the law, which section
shall -be passed only upon a yea and nay vote, upon a
separate roll call thereon. The laws mentioned in this sec-
tion shall not he subject to the referendum.

Sec. ie. The powers defined herein as the "initiative"
'and "referendum" shallnot be used to pass a law author-
izing any classification of property for the purpose of
levying different rates of taxation thereon or of authoriz-
ing the levy of any single tax on land or land values or
land sites at a higher rate or by a different rule than is or
may be applied to improvements thereon or to personal
property.

Sec. if. The initiative and referendum powers are
hereby reserved to the people of each municipality on all
qnestions which such municipalities may nowor hereafter
be authorized by law to control by legislative action; such
powers shall beexercised in the manner now or hereafter
provided by law. - - -

Sec. rg. Any initiative, supplementary or referendum
petition may be presented in separate parts but each part
sball contain a full and correct copy of the title, and text
of the law, section or item thereof sought to be referred,
or the proposed law or proposed amendment to the con-.
stitution. Each signer of any initiative, supplementary
or referendum petition must be an elector of the state

I and shall place on such petition after his name the date
of signing and his place of residence. A signer residing
outside of a municipality shall state the township and
county in which he resides. A resident of a muntmpality
shall state in addition to the name of such municipality,
the street and number, if any, of his residence and t'he
ward and precinct in which the same is located. The
names of all signers to such petitions shall be written in
ink, each signer for himself. To each part of such peti-
tion shall he attached the aflidavit of the person soliciting
the signatures to the same, which affidavit shall contain a
statement of the number of the signers of such part of
such petition and shall state that each of the signatures
attached to such part was made in the presence of the af-
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fiant, that to the best of his knowledge and belief each
signature.on such part is the genuine signature of the
person whose name it purports to be, that he believes the
persons who have signedit to be electors, that they.so
signed said petition with knowledge of the contents
thereof, that each signer.signed the same on the date
stated opposite his name; and no other affidavit thereto
shall be required. The petition and signatures upon such
petitions, so verified, shall be presumed to be in all re-
spects sufficient, unless not later than forty days before
the election, it shall be otherwise proved and in such
event ten additional days shall be allowed for the filing
of additional signatures to such petition. No law or
amendment to the constitution submitted to the electors
by initiative and supplementary petition and receiving an
affirmative majority ofthe votes cast thereon, shall be
held udconstitutional or void on accountof the insuf6-
ciency of the petitions by which such submission of the
same was procured; nor shall the rejection of any lawl
submitted by referenduni petition he held invalict for such
insnfficiency. Upon all iuitiativet supplementary and
referendum petitions provided for in any of the sections
of this article, it shall be necessary to file froni each of
one-half of the counties of the state, petitions bearing the
signatures of not less than one-]tatf of the designated per-
centage of the electors of such county. A true copy of all
laws or proposed laws or proposed amendments to the
constitution, together with an argument or explanation.
or both, for, and alsoan argument or explanation, or
both, against the same, shall be prepared. The person or
persons who prepare the arguntent or explanation, or
both, against any law, section or item, submitted to the
electors by referendutn petition, nray be named in such
petition and the persons who prepare the argument or ex-
planation, or both, for any proposed laiv or proposed
amendment to the constitution may be named in the peti-
tition proposing the same. The person or persons who
prepare the argument or explanation, or both, for the law,
section or item, sabmitted to the electors by referendum
petition, or against any proposed law submitted by sup-
plementary petition, shall be named by the general as-
sembly, if in session, and if not in session then by the gov-
ernor. The secretar}, of state shall cause: to be printed
the law, or proposed law, or prosed amendment to the
constitution, together with the arguments and explana-
tions, not exceeditig a total of three hundred words for
each, and also the arguments and explanations, not ex-
cecding a total of three hundreri words against each, and
shall mail, or otherwise distribute, a copy of such law, or
proposed law, or proposed amendment to the constitution.
together with such arguments and explanations for and
against the same to each of the electors of the state, as
far as may be reasonably possible. Unless otherwise pro-
vided by law, the secretary of state" shall cause to he
placed upon the ballots,.the title of any such law, or pro-
posed law, or proposed amendment to the constitutioin, to
be submitted. He shall also cause the ballots so to be
printed as to permit an affirmative or negative vote upon
each law, section of law, or item in a law appropriating
tnoney, or proposed law or proposed amendment.to the
constitution. The style of all laws submitted by initiative
andsupplementary petition shall be: "Be it Enacted by
the Peaple of the State of Ohio," and of all constitutional
amendemnts: "Be It Resolved by the People of the State
of Ohio." The basis upon which the required number of

, 2t03:

petitioners in any case shall be deterniined shall bethe
total number of votes cast for the office of governor at
the last preceding election tberefor. The foregoing pro-
visions of this section shall be self-executing, except as
herein otherwise provided. Laws may be passed to fa-
cilitate their operation, but in no way litniting or restrict-
ing either such provision or the powers herein reserved..

SCHEDULE.

The foregoing antendment, if adopted by the elec-
tors, shall take effect.October r, tqt2.

ARTICLE II.

Sxc. S. Each house, except.as otherwise provided in
this constitution, shall choose its own officers, may deter-
mine its own rules of pror.eerling, punish its members for
rlisorderly conduct; and, with the concurrence of two-
thirds, expel a metnber, but not the second time for the
same cause; and shall have all powers, necessary to pro-
vide for its safety and the undisturbed transaction of its
business, and to obtain, through cotnmittees or otherwise,
information affecting legislative action mlder consider-
ation or in contemplation, or with reference to any al-
leged breach of its privileges or misconduct of its meur-
bers, and to that endto enforce the attendance and tes-
timony of witnesses, and the production of books and
papers.

ARTICLE H.

SEc. 16. Every bill shall be fulty and distinctly read
on three different days, unless in case of urgency tttree-
fotirths of the house in, which it shall be pending, shall
dispense with the rale: No bill shall contain niorejthan
one subject, which shall be clearly expressed in its title,
and no law sltall be revived, or amended unlessthe new
act contains the entire act revived, or the section or sec-
tions amended, and the section or sections so amended
shall be repealed. Every bill passed by the general as-
sembly shall, before it beeonies a law, be presented to the
governor for his approval. If he approves, he shall sign
it and therettpon it shall become a law and be filed with
the secretary of state. If he does not approve it, he shall
return it with his objections in writing, to ttie ttottse in
wbich it originated, which shall enter the objections at
large upon its journal, and may then reconsider the vote
on its passage, If three-fifths of the members elected to
that house vote to repass the bill, it shall be sent, with
the objections of the governor, to the other house, which
may also reconsider the vote on its passage. If three-
hfths of the members elected to that house vote to re-
pass it, it shall become a law notwithstanding the objec-
tions of the governor, except that in rro case shall a bill
he repassed by a stnaller vote than is required by the
con.stttution on its original passage. In all such cases the
vote of each house shall be determined by yeas anrl nays
and the natnes of the members voting for and against'the
bill shall be entered upon the jonrnal. If a bill shall
not be returned by the governor within ten days, Sun-
days excepted, after being presented to him, it shall
become a law in like manner as if he had signed it, unless
the general assembly by adjournnient prevents its retitrn:
in which case, it shall become a law unless, within ten
days after such adjournment, it shall be filed by him,
with his objections in writing, in the office of the secre-
:ary of state. The governor may disapprove anv item or
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items in any bill makin^ an appropriation of money and
the item oritems, so dtsapproved, shall be void, unless
repassed in the manner herein prescribed for the re-
passage of a bill.

ARTICLE II.

Ssc. 33, Laws map be passed to secure to mechanics
artisans, laborers, sub-contractors and material men, their
just dues by direct lien upon the property, upon which
thep have bestowed labot or for whxch they have fur-
nished material. No other provision of_ the constitution
shalI impair or limit this power,

ARTICLE II.
Sr:c..34. Laws may be passed fixing and regulating

the hours of labor, establishing a minfmum wage, and
providing for the comfort, health, safety and general wel-
fare of all employes; and no other provision of the con-
stitution shall impair or limit this power.

ARTICLE II.

SEC. 35. , For the purpose of providing compensation
to workmen and their dependents, for death, injuries or
occupational diseases, occasioned in the.course of such
workmen's employment, laws may be passed establishing
a state fund to be created by compulsory contribution
thereto by employers, and administered by the state, de-
termining the terms and conditions upon which payment
shall be made therefrom, and taking away any or all
rights of action or defenses from employes and employ-
ers; but no right of action shall be taken away from any
cmploye whcn the injury, disease or death arises from
failure of the employer to comply with any lawful re-
quirement for the protection of the lives, health and
safety of employes. Laws may be passed establishing a
board which may be empowed to classify all occupations,
according to their degree of hazard, to fix rates of con-
tribution to such fund according to such dassification,
and to collect, administer and distribute such fund, and
to determine all rights of claimants thereto.

ARTICLE II.

SEc. 36. Laws may be passed to encowage forestry,
and to that end areas devoted exclusively to forestry may
be exempted, in whole or in part, from taxation. Laws
may also be passed to provide for converting into forest
reserves such lands or parts of lands as have been or may
be forfeited to the state, and to authorize the acquiring
of other lands for that purpose; also, to provide for the
conservation of the natural resources of the state, includ-
ing streams, lakes, submerged and swamp lands and the
development and regulation of water power and the for-
mation of drainage and conservation districts;and to
provide for the regulation of methods of mining, weigh-
zng, measnring and marketing coal, oil, gas and all other
minerals.

ARTICLF. II.

SEc. 37. Except in cases of extraordinary emergen-
cies, not to exceed eight hours shall constitute a day's
work, and not to exceed forty-eight hours a week's work,
for workmen engaged on any public work carried on or
aided by the state, or any political sub-division thereof,
whether done by contract, or otherwise.

ARTICLE II.
Sec. 38. Laws shall be passed providing for the

prompt rcmoval from office, upon complaint and hearing,
of all officers, including state officers, jddges and metn-
bers of the general assembly, for any misconduct involv-
ing moral turpitude or for otbertause provided by law;
and this method of removal shall be in addition to im-
peachment or other metbod of removal authorized by the
constitution.

ARTICLE II.

Snc. 39. Laws max be passed for the regulation of
the use of expert witnesses and expert testimony in
criminal trials and proceedings.

ARTICLE II.

Sac. 4o. Laws may be passed providing for a system
of registering, transferring, insuring and guaranteeing
land titles by the state or by the counttes thereof, and for
settling and determining adverse or other claims to and
interests in, lands the tittes to which are so registered,
insured or guaranteed, and for the creation and collec-
tion of guaranty funds by fees to be assessed against
lands, the titles to which are registered; and judicial
powers with right of appeal may by law be conferred
upon county recorders or other offncers in matters arising
under the operation of such system.

ARTICLE II.
Sac. 41. Laws shall be passed providing for theoc-

cupation and employment of prisoners sentenced to the
several penal institutions and reformatories in the state;
and no person in any such penal institution or reforma-
tory while under sentence thereto, shall be required.or
allowed to work at any trade, industry or occupation,
wherein or whereby his work, or the product or profit
of his work, shall be sold, farmed out, contracted or
given away; and goods made by personsunder sentence
to any penal institution or reformatory withou£the State
of Ohio, and such goods made within the State of Ohio,
excepting those disposed of to the state or any political
subdivision thereof or to any public institution owned,
managed or controlled by the state or any political sub-
division thereof, shall not be sold within this state tinless
the same are conspicuously marked "prison made."
Nothing herein contained shall be construed to prevent
the passage of laws providing that convicts may work
for, and t(lat the products of their labor may be disposed
of to, the state or any political sub-division thereof, or
for or to any public institution owned or managed and
controlled by the state or any political sub-division
thereof.

ARTICLE III.

SEC. 8. The governor on extraordinary occasions may
convene the general assembly by proclamation and shall
state in the proclamation the purpose for which such
special session is called, and no other business sha11 be
transacted at such special session except that named in
the proclamation, or in a subsequent public proclamation
or message to the general assembly issued by the gov-
ernor during said special session, but the general assem-
bly may provide for the expenses of the session and other
matters incidental thereto.
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ARTICLE IV.
SBc. i. ThE judicial power of the state is vested in a

supreme court, courts of appeals, courts of common
pleas, courts of probate, and such other courts inferior
to the courts of appeals as may from time to time be
established by law.

Sec. 2. The supreme court shall, until otherwise pro-
vided by. law, consist of a chief justice and six judges,
and the judges now in office in that coutt shall continue
therein until the end of the terms for which they were
respectively elected, unless they.are removed, die or re-
sign. A majority of the supreme court shall be necessary
to constitute a quorum ar to pronounce a decision, except
as hereinafter provided. It shall have original jurisdic-
tfon in quo warranto, mandamus, habeas corpus, prohi-
bition and procedendo, and appellate jurisdiction in all
cases involving questions arising under the constitution
of the United States or of this state, in cases of felony
on leave first obtained, and in cases which originated in
the courts of appeals, and such revisory jurisdiction of
.the proceedings of administrative officers as may be con-
ferred bylaw. It shall hold at least one term in each
year at the seat of govemment, and such other terms,
there or elsewhere, as may be provided by law. The
judges of the supreme court shall be elected by the
electors of the state at large for such temt, not less than
six years; as may be prescribed by law, and they shall be
^elected, and their officfal term shall begin, at such time
as may now or hereafter be fixed by law. Whenever
the judges of the supreme court shall be equally divided
in opinion as to the merits of any case before them and
are unable for that reason to agree upon a judgment,
that fact shall be entered upon the record and such entry
shall be held to constitute an afflrmance of the judgment
of the court below. No law shall be held unconstitutional
and void by the supreme court without the concurrence
of at least all but one of the judges, except in the affirm-
.ance of a judgment of the court of appeals declaring a
law unconstitutional and void. In cases of public or
great general interest the sapreme court may, within such
limitation of time as may be prescribed by law, direct
any court of appeals to certify its record to the supreme
court, and may review, and affirm, modify or reverse
the judgment of the court of appeals. All. cases pending
in the supreme court at the time of the adoption of this
amendment by the people, shall proceed to judgment in
the manner provided by existing law. No law shall be
passed or rule made whereby any person shall be pre-
vented.from invoking the original jurisdiction of the
supreme court.

Sec. 6. The state shall be divided into appellate dis-
tricts of compact territory bounded by county lines, in
^each of which there shall be a court of appeals consisting
•pf three judges, and until altered by law the circuits in
which the circuit courts are now held shall constitute the
appellate districts aforesaid. The judges uf the citcuit
-courts now residing in their respective districts shall be
the judges of the respective courts of appeals in such
-districtsand perform the duties thereof until the expira-
tion of their respeetive terms of office. Vacancies caused

"by the expiration of the terms of ofhce of the judges of
-the courts of appeals shall be filled by the electors of the
-respective appellate districts in which such vacancies
shall arise. Until otherwise provided by law the term of

offu:e of stich judges shaH be six years. Laws may be
passed to prescnbe the time and mode of suchelectton
and tn alter the number of districts or the boundaries
thereof, but no such change sball abridge the term of
any judge then in office. The court of appeals shall hold
at least one term annually in each county in the district
and such other terms at a county seat in the district as
the judges may determine upon, and the county commis-
sioners of any county in which the court of appeals shall
hold sessions shall make proper and convenient pro-
visions for the holding of such court by its judges and
officers. Each judge shall be competent to exercise judi-
cial powers in any appellate district.of the state. The
courts of appeals shall continue the work of the respect
ive circuit courts and all pending cases and proceedtngs
in the circuit courts shall proceed to judgment and be
determined by the respective courts of appeals, and the
supreme court, as now provided by law, and cases
brought into said courts of appeals after the taking effect
hereof shall be subject to the provisions hereof, and the
circuit courts sball be merged into, and their work con-
tinued by, the courts of appeals. The conrts of appeals
shall have original jurisdiction in quo warranto, man-
damus, habeas corpus, prohibition and procedendo, and
appellate jurisdiction in the trial of chancery cases, and,
to review, afifnn, nwdify, or reverse the judgments of the
courts of common pleas, superior courts and other courts
of record within the district as may be provided by law,
and judgments of the courts of appeals shall be final in
all cases, except cases involving questions arising under
the constitution of the United States or of this state,
cases of felony, cases of which it has original jurisdic-
tion, and rases of public or great general interest in
which the supreme court may direct any court of appeals
to certify its record to that court. No judgment of a
court of common pleas, a superior court or other court
of record shall be reversed except by the concurrence of
all the judges of the court of appeals on the weight of
the evidcnce, and by a majority of such court of appeals
upon other questions; and whenever the judges of a
court of appeals find that a judgment upon which they
have agreed is in conflict with a judgment pronounced
upon the same question by any other court of appcals of
the state, the judges shall certify the record of the case
to the supreme court for review and final detennination.
The decisions in all cases in the supreme court shall be
reported, together with the reasons therefor, and laws
may be passed providing for the reporting of cases in
the courts of appeals. The chief justice of the supreme
court of the state shall determine the disability or dis-
qualification of any judge of the courts, of appeals and
he may assign any judge of the courts of appeals to any
county to hold court.

ARTICLE IV.

Sac. 3. One resident judge of the court of common
pleas, and such additional resident judge or judges as .
may be provided by law, shall be elected in each county
of the state by the eIectors of such county; and as many
courts or sessions of the court of common pleas as are
necessary, may be held at the same time in any county.
Any judge of the court of common pleas may tem-
porarily preside and hold court in any county; and untfl
the general assemhly shall make adequate provtsiori there-
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for, the chief justice'of the supreme court of the state
shall pass upon the disqtialification or disability of any
judge of the court of common pleas, and he mayassign
any judge to any county to hold court therein.

Sac. 7, There shall be established in each county, a
probate court, which shall be a court of record, open at
all times, and holden by one jndge, electecl by the electors
of the county, who shall hold his office for the term of
fouryears, and shall receive such compensation, payable
out of the countytreasury, as shall be provided by law.
Whenever ten per centum of the number of the electors
voting for governar at the next preceding electiou in any
county having less than sixty thousancl population as
determined by the next preceding federal census, shall
petition the judge of the court of common pleas of any
sttch county not less than ninety days before any gen-
eral clcction for county officers, the judge of the court of
common pleas shall submit to the electors of such county
the question of combiniug the probate court with the
court of common pleas, and such courts shall be com-
bined and shalt be known as the court of common pleas
in case a majority of the electors voting upon such qnes-
tiou vote in favor of such combination. Notice of such
election shall be given in the same manner as for the
election of county officers. Elections may be had in the
samc manner for the separation of such courts, when
once combined.

SEc. tz. The judges of the courts of common pleas
slull, while in office, reside in the county for which they
are elected; and thcir term of office shall be for six
years.

Ssc. is. Laws niay be passed to increase or diminish
the number of judges of the supreme court, to increase
beyond une or dimtrusti to one the nunitrer of judges of
the court of common pleas in any county, and to estab-
lish other courts, whenever two-thirds of the members
elected to each bonse shall concur therein; but no such
change, addition or diminution shall vacate the office of
any judge; and any existing court lieretofore created by
taw shall continue in existence until otherwise provirfed.

ScHEDUCE.

lf the foregoing amendmcnt shall be adopted by the
electors, the judges of the courts of common pleas in
office, or elected thereto prior to January first, 19r3, shall
hold their offices for the term for which they were elected
and the additional judges provided for herein, shall be
elected at the general election in the year 1914; each
^aunty shall continue as a part of its existing common
pleas district and sub-division thereof, until one resident
judge of the court of common pleas is elected and quali-

I fied therein.
ARTICLE IV.

SEc. 9. A competent number of justices of the peace
shall be elected by the electors in each township in the
several connties, until otherwise provided by law. Their
term of office shall be for four years and their powers
and duties shall be regulated by law: provided that no
justice of the pcace shall be elected in any township in
which a court, other thau a mayor's court, is, or may
hereafter be, maintained with the jurisdiction of all
causes of which justices of the peace have jurisdiction,
and no justice of the peace shall have, or exercise juris-
diction in sttch township.

SCHEDULE.

If the amendment to article IV, sections t, 2'and 6,
be adopted by the electors of this state and become a
part of the constitution, then section 9 of article IV of
the constitution is repealed, 'and the foregoing amend-
ment, if adopted,shall be of no effect.

ARTICLE IV.
SEC. 21. Laws may be passed, prescribing rules and.

regulations for the conduct of cases and business in thet
courts of the state, regulating proceedings in contempt,
and limiting the power to pnnish for contempt. No order
of injnnction shall issue in any controversy involving the
etnployment of labor, except to preserve physical prop-
erty from injury or destruction; and all persons charged
in contempt proceedings with the violation of an injunc-
tion issued in such controversies shall, upon demand, be
granted a trial by jury as in criminal cases.

ARTICLE V.

S>:c. t. Every citizen of the United States, of the
age of twenty-one years, who shall have been a resident
of the state for one year next preceding the election, and
of the county, township or ward in which he or she re-
sides such time as may be provided by law, shall have
the qualificatiohs of an elector and be entitled to vote at
all elections.

ARTICLE V.

Scc. r. Every niale citizen of the United States of
thc age of twenty-onc years, who shatl have been a resi-
dent of the state one year next preceding the election,
and of the connty, township or ward iti which he resides,
such time as ntay be provided by law, shall have the-
qualifications of an elector and be entitled to vote at all
elections. .

. SCAauUI.E.

I f the antendment to article V, section 1, to the con-
stitution-Woman's Suffrage, be adopted by the electors
and become a part of the constitution, then the foregoing
amendment, if adopted, sltall be of no effect.

ARTICLE V.

Sec. 2. All electionsshall be either by ballot or by
mechanical device, or by both, preserving the secrecy of
the vote. Laws may be enacted to regulate the prepara-
tion of the ballot and to determine the application of stich
mechanical device.

ARTICLE V.
SEc. 7. All nominations for elective state, district,.

county and mnnicipal offices shall be made at direct pri-
mary elections or by petition as provided by law, and
provision shall be made by law for a preferential vote
for United States senator; but direct primai'ies shall not
be held for the nomination of township officers or for
the officers of municipalities of less than two thousand
population, unless petitioned for by a majority of the-
electors of such township or municipality. All delegates
from this state to the national conventions of pobtical
parties shall be chosen by direct vote of the electors.
Each candidate for such delegate shall state his first and'
second cboices for the presidency, which preferences
shall be printed upon the primary ballot below the name•
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of such candidate, but the name of no candidate for the
presidency shall be so used without his written authority.

ARTICLE VI.
SEC. g.Provision ihall be made by law forthe organ-

ization, administration and control of the public school
system of the state supported by public funds: provided,
that each school district embraced wholly or in part
within any city shall have the power by referendum vote
to determine for itself the number of inembers and the
orgaruzation of the district board of education, and pro-
viston shall be made by law forthe exercise of this
power by such school districts.

Sac. ¢ A superintendent of public instruction to re-
place the state commissioner of common schools, shall
be included as one of the officers of the executive de-
partment tp be appointed by the govemnr, for the term
of four years, with the powers and duties now exercisi:d
by the state commissioner of common schools until other-
wise provided by law, and with such other powers as
may be provided by law.

SCHEDULE.

If the foregoing amendment be adopted by the electors
it shall take effect and become a part of the constitution
on the second Monday of July, r913.

or companies. Laws may be passed providing for the
regulatron of all rates charged or to be charged by any
insurance comp9ny, corporation or association organized
under the laws of this state or doing any insurance busi-
ness in this state for profit.

ARTICLE VIII.

SEc. 12. So long as this state shall have public works
whicb require superintendence, a superintendent of pub-
lic works shall be appointed by the goveinor for the terrn
of one year, with the powers and d'uties now exercised
by the board of public works until otherwise provided
by law, and with such other powers as may be provided
by law.

SCHEDULE.

Section 23 of article VIII is hereby repealed.

ARTICLE XII.

Sac. r. No poll tax shall ever be levied in tbis state,
or service required, which may be commuted in money
or other thing of value.

SEC. 2. Laws shall be passed, taxing by a urdfonn
rule, all moneys, credits, investments in bonds, stocks,
joint stock companies, or otherwise; and also all real and
personal property according to its true value in money,
excepting all bonds at present outstanding of the state
of Ohio or of any city village, hamlet, county or town-, ,.

Snc. i. The state may contract debts to supply casual i thrp t bli ts hoof or Oh h hnd theen fs ued f behal i ofu em s s ^one se sm tdeficits or failures in revenues, or to meet expenses not
otherwise provided for; but the aggregate anrount of
such debts, direct and contingent, whether contractecl by
virtue of one or more acts of the general assembly, or at
different periods of time, shall never exceed seven hun-
dred and fifty thousand dollars; and the money, arising
from the creation of such debts, shall be applied to the
purpose for which it was obtained, or to repay the debts
so contracted, and to no other purpose whatever; pro-
vided, however, that laws may be passed to contract
debts and authorize issues of bonds to an amount which
in the aggregate of all issues shall not exceed fifty million
dollars for the ptirpose of constructing, rebuilding, im-
proving and repainng a system of inter-county wagon
roads throughout the state. Not to exceed ten million

p c o a ea o m uc
in connection therewith, which bonds so at present out-
standing shall be exempt from taxation; but burying
grounds, public school houses, houses used exclusively
for public worship, institutions used exclusively for char-
itable purposes, public property used exclusively for any
public purpose, and personal property, to an amount not
exceeding in value five hundred dollars, for each indi-
vidual, may, by general laws, be exempted from taxation;
but all such laws shall be subject to alteration or repeal;
and the value of all property, so exempted, shall, from
time to time, be ascertained and published as may be di-
rected by law.

SEc. 6. Except asotherwise provided in this consti-
tution the state shall never contmct any debt for pur-

dollars of such bonds shall be issued in any one year, i poses of internal improvement.

and there shall.be levied and collected annually by taxa-i SEC. 7. Laws may be passed providing for the taxa-
tion an amount sufficient to pay the interest on said bonds
and to provide a sinking fund for their redemption at
maturity, and laws shall be passed to provide for the
maintenance of said roads. Such wagon roads shall be
determined under general laws and the cost of construct-
ing, rebuilding, improving, repairing and maintainingthe
same shall be paid by the state. The provisions of this
section shall not be limited orcontrolled by section 6. of
article XII.

ARTICLE VIII.

SEc. 6. No laws shall be passed authorizing any
county, city, town or township, by vote of Its citizens,
or otherwvse, to become a stockholder in any joint stock
company, corporation, or association whatever; or to
raise money for, or to loan its credit to, or in aid of, any
such company, corporation, or association: provided, that
nothing in t}ns section shall prevent the insuring of pub-
lic buildings or property in mutual insurance associations

ARTICLE VIII

tion of the right to receive, or to succeed to, estates, and
such taxation may be uniform or. it may be so graduated
as to tax at a higher rate the right to receive, or to suc-
ceed to, estates of largervaluc than to estates of smaller
value. Such tax may also be levied at different rates
upon collateral and direct inheritances, and a portion of
each estate not exceeding twenty thousand dollars may
tie exempt from such taxation.

SEc. 8. Laws may be passed providing for the taxa-
tion of incomes, and such taxation may be either ttniform
or graduated, and may be applied to such incomes as
may be designated by law; but a part of each annual
income not exceeding three thousand dollars may be
exempt from such taxation.

SEc. 9. Not less than fifty per centum of the income
and inheritance taxes that may be collected by the state
shall be returned to the city, village or township in which
said income and inheritance tax originate.

029



2108 CONSTITUTIONAL CONVENTION OF OHIO

Amendments to the Constitutiou Submitted by Convention.

SEC. 10. Laws may be passed providing for excise
andfranchise taxes and for the imposition of taxes npon
the production of coal, oil, gas and otller minerals.

Ssc. rt. No bonded iudebtedness of the state, or any
political sub-divisions thereof, shall be incurred or re-
newed, unless, in the legislation tinder which sucll in-
debtedness is incurred or renewed, provision is made for
levying and collecting annually by taxation an alnount
sufficient to pay the intereston said bonds, and to provide
a sinking fund for their final reclemption at maturity.

ARTICLE XIII.

SEC. 2. Corporations may be fotmed under general
laws; but all such laws may, from time to time, be
altered or repealed. Corporations may be classi6ed and
there may be conferred upon proper boarcls, comnlis-
sions or officers, such supervisory and regttlatory powers
over their organization, business and isstte and sale of
stocks and securities, and over the bnsiness and sale of
the stocks and securities of foreign corporations and
joint stock companies in this state, as nlay be prescribed
by law. Laws may be passed regulating the sale and
conveyance of otller personal property, whether owned
by a corporation, joint stock company or indiviclnal-

ARTICLE XIII.

Sic. 3. Dues from private corporations sllall be se-
curedby such means as may be prescribed by law, but
in no case shall any stockholder be individually lialile
otherwise than for the unpaicl stock owned by binl or
her; except that stockholders of corporations authorized
to receive money on deposit shall be held individually
responsible, equally and ratably, and not one for another,
for all contracts, debts, and engagements of such cor-
porations, to the extent of the amonnt of their stock
tberein, at the par value thereof, in addition to the
amount invested in such shares. No curporation not
organized cmder the laws of this state, or of the United
States, or person, partnership or association shall use
theword "bank," "banker" or "banking," or words of
similar meaning in any foreign language, as a designa-
tion or nanle under which business may be conclucted
in -this state unless such corporation, person, partnersbip
or association shall submit to inspection, exatnination
and regulation as may hereafter be provided by the laws
of this state.

division thereof involving the interests or care of women
or children or bot11.

ARTICLE XV.

SEc. 9. License to traffic in infoxicating liquors shall
be granted in this state, aud license laws operative.
tltroughout the state shall be passed With such restric-
tions and regulations asntay be provided by law, and
municipal corporations shall be authorized by general
laws to provide for the limitation of the number of
saloons. Laws sltall not be passed auttlorizing more
than one saloon in each township or municipality of less
than five hundred poptilation, or more than one saloon
for each five hundred population in other- townships and
municipalities. Where the traffic is or may be prohib-
ited under laws applying to counties, municipalities,
townsbips, residence districts, or other districts now
prescribeci by taw, the traffic shall not be licensed in any
such local sub-division while any prohibitory law is op-
erative therein, and nothing berein contaiited shall be so
construed as to repeal, tnodify or suspend any sucb pro-
hibitory laws, or any regulatory laws now in force or
hereafter enacted, or to prevent the future enactment,
modiiication or repeal of any prohibitory or regulatory
laws. License to traffic in intoxicating liquors shall not
be granted to any person who at the titne of making ap-
plication therefor is not a citizen of the United States
and of good moral character. I.icense shall not be
granted to any applicant who is in any way interested
in the business conducted at any other place where in=
toxicating liquors are sold or kept for sale as a beverage
nor shall sttch license be granted un3ess the applicant or
applicants are the only persons in any way pecuniarily
interested in the business for which the license is sought
and no other person shall be in any way interested
therein during the- continuance of the license; if such
interest of such person shall appear, the license shall be
deemed revoked. If any licensee is more than once con-
victed for a violation of the laws in force to regulate
the traffic in intoxicating liquors, his license shall be
deemed revoked, and no license shall thereafter be
granted to hitn. License to traffic in intoxicating liquors
shall not be granted unless the place of traffic under such
license shall be located in the county in whicll the per-
son or persons reside whose duty it is to grant such
license, or in a county adjoining tliereto- The word
"saloon ' as used in this section is defined to be a place
where intoxicating liquors are sold, or kept for sale, as
a beverage in quantities less than one gallon.

At said election a ballotshall be in the following
form:

ARTICLE XV.

Sec. 2. The printing of the laws, journals, bills, legis-
lative documents and papers for eacii branch of the gen-
eral assembly, with the printing required for the execu-
tive and other departments of state, shall be let, on
contract, to the lowest responsible bidder, or done directly
by the state in such manner as shall he prescribed by
law. All stationery and supplies shall be pnrchased as
rliay be provided by law.

ARTICLE XV.

Ssc. 4. No person shall be elected or appointed to
any office in this state unless possessed of the qnalifica-
t'ons of an elector: provided that women who are citi-

INTOXSCATING LIQUORS.

For License to traffic in intoxi- I
cating liquors.

Against License to traffic in intox-
icating liquors.

zens may be appointed, as notaries public, or as members The voter shall indicate bis choice by placing a cross-
of boards of, or to positions in, those departments and mark within the blank space opposite the words "For
institutions established by the state or any political sub- License,° if lie desires to vote in favor of the article
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above mentioned and opposi!e the words "Against Li-
cense," within the blank space if he desires to vote
against said article. If a cross-mark is placed opposite
both phrases or neither phmse, then the vote upon the
subject shall not be counted.

If the votes for license shall exceed the votes against
license, then the article above mentioned shall become
section 9 of article XV of the constitution, and thd
present section 9 of said article, also known as section 18
of the schedule shall be repealed.

ARTICLE XV.

Sac. 10. Appointments and promotions in the civil
service of the state, the several counties, and cities, shall
be made according to merit and fitness, to be ascertained,
as far as practicable, by competitive examinations. Laws
shall be passed providing for the enforcement of this
provision.

ARTICLE XV.

SEC. 11. Laws tnay be passed regulating and_ limit-
ing the use of property on or near public ways and
grounds for erecting.bill-boards thereon and for the pub-
lic displap of posters, pictures and other forms of adver-
tising.

ARTICLE XVI.

SPa. i. Either branch of the general assembly may
propose ainendments to this constitntion; and, if the
same sball beagreed to by three-fifths of the members
elected to each liouse snch proposed amendments sball
be enteredon the jornnals, with the yeas and nays, and
shall be submittecl to the electors, for their approval or
rejection, on a separate ballot without party designation
of any kind, at either a special or a general election as
the geaeral asscmbly may prescribe. Sucb proposed
amendments shall be pubiished once a week for five con-
secative weeks preceding such election, in at least one
newspaper in each county of die state, where a news-
paper is published. If the majority of the electors voting
on the same shall aclopt such amendments the same shall
irecome a part of the constitution. When more than pne
antendnient shall be suhmitted at the same time, they
shall be so submitted as to enable the electors to vote on
each amenclment, separately.

SEc. 2. Whenever two-thirds of the metnbers
elected to each branch of the general assembly shalt think
it necessary to call a convention, to revise, amend, or
change this constitutiott, they shall recommend to the
elcctors to vote on a separate ballot without party desig-
nation of any kind at the next election for. members to
the general assembly, for or against a convention; and if
a utaiority of all the electors, voting for and against the
caliing of a convention, shall Itave voted for a conven-
tion, the general assembly shall, attheir next session,
provide, by law, for catling the same. Candidates for
metnbers of the constitutional convention shall be nomi-
natecl by nominating petitions only and shall be voted for
upon one independent and separate ballot without any
etnblem or party designation whatever. The convention
shall consist of as ntany members;as the house of repre-
sentatives, who shall be chosen as provided by faw, and
shall meet wit.hin three months after their election, for
the purpose, aforesaid.

Ssc. $ . Atthe general election to be held in the
year one thousand nine httndred and thirty-two, and in
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each twentieth year thereafter, the question: "Shall
there b6 a convention to revise, alter, or amend the con-
stitution," shall be submitted to the electors of the state;
and in case a majority of the electors, voting.for and
against the calling of a convention, shall decide in favor
of a convention, the general assembly, at its next session.
shall provide, by law, for the electioti of delegates, and
the assembling of such converition, as is provided in the
precedingsection; but no amendment of this constitu-
tion, agreed uponby any convention assembled in pur-
suance of this article, shall take effect, until the same
shall have been submitted to the electors of the state, and
adopted by a majority of those voting thereon.

ARTICLE XVIII.

MUNICIPALCDRPORAT10N5. .

Sse. I. Municipal corporations are hereby classified
into cities and villages. All such corporations having a
population of.five thousand or over shall be cities; all
others shall ltevilfages. The method of transition from
one class to the ottter sltall be regulated by law.

Ssc. 2. General laws shall be passed to provide for
the incorporation and government of cities and villages;
and additional laws may also be passed for the govern-
ment of municipalities adopting the sanie; but no such
additional law shall become operative in any munici-
pality until it shall have been submitted to the electors
thereof, and affirmed by a majority of those voting
thereon, under regulations to be established by law.

SEC. 3. A4unicipalities sltall have authority to exer-
cise all powers of loral self-government and to adopt and
enforce within tbeir limits suclt local police, sanitary and
other similar regulations, as are not in conftict with gen-
eral laws.

SEC. 4 Any municipality may acquire, constrttct,
own, lease and operate within or without its corporate
limits, any public ntility the procluct or service of which
is or is to be supplied to the municipality or its inhab
itants, an<I mar. contract with others for any such
product or service. The acquisition of any such public
utility may be by condemnation or otherwise, and a mu-
nicipahty may acquire. thereby the use of, or full title
to, the property and franchise of anycompany or person
supplying to the ntunicipality or its inhabitants the
service or product of any such utility.

Sec 5. Any ntunicipaltty proceeding to acquire, con-
strnct, own, lease or operate a public utility, or to con-
tract with any person or company therefor, shall act by
ordinance and no such ordinance shall take effect until
after thirty clays from its passage. If within said thirty
days a petition signed by ten per centum of the electors
of the municipality sball be filed with the executive
authority thereof demanding a referendum on suc'h ordi-
nance it shall not take effect until submitted to the
electors and approved by a majority of those voting
thereon. The submission of any such question shall be
governed by all the provisions of section 8 of this ardcle
as to the submission of the question of choosing a charter
comntission.

Sec'. 6. Any municipality, owning or operating a
ptablic utility for the purpose of supplying the service or
product tjtereof to the mttnicipality or its inhabitants,
may also sell and deliver to - others any transportation
service of such utility and the surplus product of any
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other utility in an amouut not exceeding in either case
fifty per centum of the total service or product supplied
by such utility within the municipality.

SEC. 7. Any municipality may frame and adopt or
amend a charter for its government and may, subject
to the provisions of section 3 of this article, exercise
thereunder all powers of local self-government

SEC. & The legislative authority of any city or vtl-
lage may by a two-thirds vote of its members, and upon
petition of ten per centum of the electors shall forthwith,
provide by ordinance for.the submission to the electors,
of the question, "Shall a commission be chosen to frame
a charter." The ordinance providing for the submis-
sion of such question shali require that it be submitted
to the electors at the next regular municipal election if
one sliall occur not less than sixty nor more than one
hundred and twenty days after its passage; otherwise it
shall provide for the submission of thequestion at a
special election to be calted and held within the time
aforesaid. The ballot coutaining sqch question shall bear
no party designation, and provision shall be made thereon
for the election from the municipality at large of fifteen
electors who shall constitute a commission to frame a
aharter; provided that a majority of the electors voting
on.such question shall have voted in the affirmative.
Any charter so framed shall be submitted to the electors
of the municipality at an election to be held at a time
fixed by the charter commission and within one year
from the date of its election, provision for which shall
be made by the legislative authority of the municipality
in so faras not prescribed by.general law. Not less than
thirty days prior to such election the clerk of the mu-
nicipality shatl mail a copy of the proposed charter to
each elector whose name appears upon the poll or regis-
tration books of the last regular or general election held
therein. If sdch proposed charter is approved by a ma-
jority of the electors voting thereon it shall become the
charter of suchmunicipality at the time fixedtherein.

SEC. q. Amendments `to any charter framed and
adopted as herein provided may be submitted to. the
electors of a municipality by a two-thirds vote of the
legislative aitthority thereof, and, upon petitions signed
by ten per centum of the electors of the nninicipality
setting forth any such proposed amendment, shall be
submitted by such legislative authority. The submission
of proposed amendments to the electors shall be governed
by the requirenteats of section 8 as to the submission of
the question of choosing a charter commission; and
copies of proposed amendments shall be mailed to the
electors as hereinbefore provided for copies of a pro-
posed charter. If any such amendment is approved by
a majority of the electors voting thereon, it shall become
a part of the charter of the municipality. A copy of said
charter or any amendment thereto shall be certified to
the secretary of state, within thirty days after adoption
by a referendum vote.

Sse. lo. A municipality appropriating or otherwise
acquiring property for public use may in furtherance of
such public use appropriate or acquire an excess over
that actually to be occupied by the improvement, and
may sell such excess with such restrictions as shall be
appropriate to preserve the improvement made. Bonds
may be issued to supply the funds in whole or in part
to pay for the excess property so appropriated or other-

wise acquired, but said bonds shall be a.lien only against
the property so acquired for the improvement and excess,
and they shall not be a liability of the municipality nor
be included in any limitation of the bonded indebtedness
of such municipality prescribed by law.

SEC. ii. Any municipality appropriating private
property for a public improvement may provide money
therefor in part by assessments upon benefitetl property
not in excess of the special benefits conferred upon such
property by the -improvements. Said assessments, how-
ever, upon all the abutting, adjacent, and other property
in the district benefited shall in no case be levied for
-niore than fifty per centum of the cost of such appropria-
tion.

Ssc. 12. Any municipality which.acquires, constructs
or extends any public utility and desires to raise money
for such purposes may _issue mortgage bonds therefor
beyond the general limit of bonded indebtedness pre-
scribed by law; provided that such mortgage bonds issued
beyond the general limit of bonded indebtedness pre-
scribed by law shall not impose any liability ttpon such
tnunicipality but shall be secured only upon the property
and revenues of such ptiblic utility, including a franchise
stating the terms upon which, in case of foreclosure, the
purchaser may operatc the same, which franchise shall
in no case extend for a longer period than twenty years
from the date of the sale of such titility anct franchise
on foreclosure.

SFc. 13. Laws may be passed to limit the power of
municipalities to levy taxes and incur debts for local
purposes, and may require reports from municipalities as
to their financial condition and transactions, in such forni
as may be provided by taw, and may provide for the
examination of the vouchers, books and accounts of all
niunicipal authorities, or of public untlertakings con-
ducted by snch authorities.

SEC. 14. AII elections and submission> of questions
provided for in this article shall be conducted by the
election authorities prescribed bY general law. The per-
centage of electors required to sign anv petition provided
for herein shall be based upon the total vo-.e cast at the
last preceding general municipal election.

SCHEDULE.

If the foregoing ainendment to the constitution be
adopted by the electors and become a part of the consti-
tution, it shall take effect on November rg, 1912.

SCnGDULG.

The several amendments passed and subn»tted by this
convention when adopted at the election shall take effect
on the first day of January, t913, except as otherwise
specifically provided by the schedule attached to any of
said amendments. All laws then in force, not incon-
sistent therewith shall continue in force until ameoded or
repealed; provided that all cases pending in the courts
on the first day of January, 1913, shall be heard and
tried in the sante manner and by the same procedure as
is now authorized by law. Any provision of the amend-
ments passed and submitted by this convention and
adopted by the electors, inconsistent with, or in conflict
with, any provision of the present constitution, shall be
held to prevail.
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METHOD OF SUBMISSION.

Theseveral proposals duly passed by this convention
shall be submitted to the electors as separate amend-
ments to the constitution at a special election tobe held
on the third day of September, Iqta. The'several amend-
ments shall be designated on the ballot by their proper
article and section numbers and also by their approved
descriptive titles and shall be printed on said ballot and
consecutively numbered in the manner and form herein-
after set forth. The adoption of any amendment by its
title shall have the effect of adopting the amendment in
fuR as finally passed by the convention: Said special
election shaR be held pursuant to all provisions of law
applicable thereto including special registration. Ballots
shall be marked in accordance with instructions printed
thereon. Challengers and witnesses shall be admitted to

C. B. GALBREATH,
SECRETARY.

Columbus, Ohio, June x, I912.

2111

all polling places under such regulations as may be pre-
scribed-by the secretary of state. Within ten days after
said election the boards of. deputy state supervisors of
elections of the several cottnties shall forward by mail
in duplicate sealed certified abstracts of the votes cast
on the several amendments, one to the secretary of state
and one to the auditor of state at Columbus. Within
five days thereafter such abstracts shall be opened and
canvassed by the secretary of state and auditor of state
in the presence of the governor who shall forthwith by
proclamation, dec]are the results of said election. gach
amendment oti which the number of affirmative votes
shall exceed the number of negative votes shall become
a part of the constitution.

[Here follows the form of ballot identical with that
on pages 2007-20I1.1

HERBERT S. BIGELOW,
PRPSmENT.

DAYID F. ANDERSON, JAMES W. I'xALFHIIdy DAVID J. NYE,

ERNEST I. ANTRIM, JAMES W. HARBARGER, J. A. OKEy,

JOHN L. BAUM, ^itlM. S. HARRIS, W. E. PARTINCPON,
ROnERT A. BEATTY,

RTCHARD A. BEAITY,

GEO. W. HARRIS,
OTTo M. HARTER,

HInAM D. PEcK
EDWARD A. PETERS,

A. BEYER, ISAAc HARTER, GEo. W. PETTIT,

STANLEY E. BOwDLE, ROHERT HENDERSON, D.nviD PIERcE,
WESLEY B. BRATTAIN, JOHN C. HOFPMAN, T. D. PRicr,

M BROWNH CHARLES D. HOLTZ, A. Ross READ,.. ,
.W.V.TER F. BROWN, SAMUEL A. IIosKIN3, T-Tox.\cE G. REDINGToN;
M. A. BROWN, FRANK G. HvssH, JNo. H. RILEY,

WILI3AM W. CAMPBELL, EDWARD W. JOHNSON, WM. M. ROCKEL,

JoaxR. CAssmv, SOLOMON JOHNSON, JOHN ROEHM,

M. T. ConY, HUMPHREY JONES, JOHN C. RoRlcx, -

BERNARD Y. COLLETT, J. W. KEHOE, STANLEY SHAFFER,

GEO. H. COLTON, HENRY C. KELLER, ELI D. SHAW,

I'IENRY F. CORDES, FRANK H. KERR, H. K. SMITH,

HENRY M. CRITES, WM. B. KILPATRICK, STARBUCK SMITH,

ROBERT CROSSER, E. B. KING, C. SOLETHER

DAVID CUNNINGHAM, G. W. KNIGHT, RANKLIN J. STALTER,

WrLLIAM C. DAvro, JOHN F. KRAMER, M. STAMM,

lOE DEFREES, LAwnENCE P. KUNKLE, W. B. STEVENS,

DONAHEYVA FRANK P. LAMBERT STEPHEN S: STILWELL,,. .
EDWARD W. DOTY E. L. LAMPSON, O. H. STEWART,

CHARLES O. DUNLAP, FRED G. LEETE, WILLIAM WORTH SToxEs,

ALEXANDER DUNN, DANtEt. E. LESLiE, FRANx TAGGART,

DENNIS DwYER, ROBERT B. LONGSTRETH, JAMES C. TALLMAN,

HENRY E. EBY, CHRts LuDEY, J. W. TANNEHILL,

J. MiLTON EARNHART, FLETCHER D. MAI.zN, PEacY TEn.ow,
HENRY W. ELSON,

JOHN D. FACKLER,

FRANx M. MARRnrrT,
ALLEN M. MARSHALL,

HARRY D. THOMAS,

JOHN ULMER,

W. W. FARNSWORTH, N. E. MATTHEWS, EDwtN T. WAGNER,

THOMAS S. FARRELL, RoscoE J. MAUCK, WILMER R. WALKER,

S. D. FFSS. R. G. MCCLELLAND, HARVEY WATSON,

THos. G. FrrzSxMoxs, GEo. W. MILLER, BENj. F. WEYBRECHT,

JAMES M. FLUKE, riwxlt P. MILLER, JOHN W. WINN,
HENRY C. Fox, WM. MILLER, FRANK C. WISE,

AARON HAHN, ILLION E. MOORE, F. W. WooDs,
WM. P. HALENKAMP, CAI,Ea H. NORRIS, WM. WORTHINGTON.
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Vote on Amendments Submitted to the People by the
Convention

SPECIAL ELECTION, SEPTEMBER 3, 1912

I
No.

(TITLES OF AMENDMENTS
.

(For article and section cnvered py each title see Form
of Ballot, pages 2007-2011.)

otes.
Jyl

TotaL
Majority

For.

Majority

Against.

1 Reform in Civil Jury System ............................. Yes ...... 345686
Nu ....... 203,953 549,639 141,733

2 Abolition of Capital Ptmishment ....................... Yes ...... 258,706
No ....... 803,248 561,952 44,540

3 Depositions by State and Comment un Failure of Ac-
cused to Testify in Criminal Cases ....................^ Yes .... 291,717

No ....:.. 227,547 519,284 64,170

4

..........................

Against the State.......

.

.Snits Yes .. 306,764_
Nu .... 816,634 523,398 90,130

5 Damage for Wrongftil Death ............................
I

Yes ...... 355,605
No ..... 195,216 550,821 160,889

6 Initiative and Referendum ................................
I
Yes ... 312,592:::
No 231,312 543,904 81,280

7 Investigations by Each House of General Assembly.......
^

Yes ...... 346,779
No ....... 175,337 524,116 173,442

8 Lintiting Veto Power of Governor ........................ Yes .....,
I

282,412
14 o ....... , 254,186 536,598 28,226 f

9 Mechanics' and Builders' Liens ........................... Yes .... 278,582
No ....... 242,385 520,967 96,107

10 Welfareof Employes ..... ..............................: Yes 353,588
No .....-. 189,728 54:i,816 163,860

11 Worlwcn's Compensation ............................... Yes ...... 821,558
No ....... 211,772 583,330 109,786

12 Conservation of Natural Resources ...................... Yes ...... 318,192
vo ....... 191,893 -SIO.D95 126,299

13 Eight Hour Day on Public Work ......................... Yes ...... 333,307
Nn ....... I 288,898 586,208 100,469

14 Removal of Olficials.._ ................................. Yes ..... I 347.333
No ....... 185,086 533,319 161,347

15 Regulating Expert Testimony in Criminal Trials........- Yes ......
I

336,967
No ....... 185,458 522,445 151,529

16

..

Registering and Warranting Land Titles ................ IYes ......

1

346,373
No ....... 171,807 518,180 174,566

17 Abolishing Prison Contract Labor ........................ Yes .... 333,034

18 1 Limiting Powecof General Assembly in Extra Sessions..

No .....

Yes ......

215,208 548,242

3I9,100

117,826

• No ....... 192,130 511.230 126,970

19 Chanze in Judicial System ................................ Yes ...... I 264,922
f No ....... 244,375 509,297 20,547

20 I Judge of Conrt nf Cemmnn Pleas for Each Connh........ Yrv ......

I

^ 801,891
N., ....... ; 223.287 525.178 78,004

21 I Abolition of Instires of tbe Peace in Certain Cities....... Yrs ...... I 264.832

i

I No .. __. ; 252.936 1 617 .768 1 11,896 1
(2112)
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Vote on Amendments Submitted to the People September 3, 1912.

.2173

No.

TITLES OF AMENDMENTS

(Fdr artlcle and section covered by each title see Form
of BaUot,pagrs 2007-2011.) - I

l

Votes.
II

Total. .^
Majority

For:

Majority
.

Against.

22 Contempt Proceedings and Injunctions .......... ..........i Yes ...... 240,896
No ....... 257,302. 498,198 16,406

23 Woman's Suffrage ...................................... Yes ...... 249,420
No ....... 886,875 586,295 . 87,455

24 Omitting Word "White....... ........................... , Yes .... 242,735
. No ....... 265,693 508,488 22.858

25 Use of Voting Machines ................................. Yes ...... 242,342
No ....... 288,652 530,994 46,810

26 Primary Elections ....................................... Yes ...... 349,801
No ....... 183,112 532,913 166,689

27 Organization of Boards of Education .................... Yes .... 298,460
' No ..... 213,837 511,797 85,123

28 Creating the Office of Superintendent of Public Instruction
to Replace State Commissioner of Common Schools..( Yes .... 256,615

No ..... 251,946 506,561 4,669

29 To Extend State Bond Limit to Fifty Million Dolllars for I
Inter-County Wagon Roads ...... ............. ....._. Yes .... 272,564

No ....... 274,582 547,146 2,018

30 Regulating Insurance ................... ................. Yes ...... 321,388
No ....... 196,6'28 518,016 124,760

31 Abolishing Boardof Public Warks ..................... . . Yes .... 296,635
I No ..... 214,829 511,464 81,806

32 Taxation of State and Municipal Bonds, Inheritances,
Incomes, Franchises and Production of Minerals..... Ycs ... 269,089

'. . No ..... 249,864 516,903 19,175

33 Regulation of Corporations and Sale ofPersonal Property. Yes ...._ 300,466 I
No ....... 212,704 513,170 87;762

34 Double Liabilitv of Stockholders and IuspeUion of Private Ycs ...... 377,272
Banks .............................................. No 156,688 538,960 220,584

35 Regulating State Printing...:............................ Yes ...... 319,612
^ No ....... 192,378 511,990 127,234

38 Hligibility of Women to,CertainOBiees ................... ' Yes 261,806
[ No ....... 284,870 546,176 . 22,564

37 Civil Service ......................................... I Yes ...... 306,767
No ....... 204,680 511,347 102,187

38 Out-Door Advertising ................................... Yes ....
I

261,361
No ..... 262,440 523,801 1,079

39 1 Methods of Submitting Amendments to the Constitntion... 'I Yes ...... 271,827
I f No ....... 246,687 518,514 25,140

40 Municipal Home Rule .................................... 1 l.'es ...... 301,861
iNo ....... 1 -215,120 516,081 86,741

41 I Schedule of Amendments .................................

1

1 Yes ...... I 275,082
No ....... I 213.979 489,041 61,083

For License to Traffic in Intoxicating Liquors............ 273,361
Against License to Traffic in Intoxicating Liquors......... 1 188,825 462,186 84,536
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CONSTITUTIONAL CONVENTION OF OHIO

. Comparative Election StaNstics.

COMPARATIVE ELECTION STATISTICS
1851.....

.
........ ......:...... .................... ...... .................. .....Vote for Guvernor 298,182.
SPecial Election Jnne 17...................... .......................Vote on Constitution 1&51 234,840,
1514 ................................................................."o^ StateVote for Secretax 467,425,x

Vote on Constitution, 1874, Special FJection, August 18 ........................................... 353,954
Vote for Goventor. 1908 .........................................................................

1919 ............. ..........................................Vote for Governor

1,1`G3.,198
932,282.

Highest Vote,onany Constitutionat Amendment SnLmitted September 8, 1912................. .... uRG.?9G
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. Financial Statement
APPROPRIATIONS.

0. L, VoL 102, Page 195, 1911...... $200,000 00
O. L., Vol. 108, Page 30, 1913...... 02,89I 71
O. L, VoL 103, Page 593, 1913...... 552 28
0. L, VoL 103, Page 650, 1913..:... 4,100 00
Einergency Board, July 12, 1013...... 2,127 12

Total ............................. $909,671 11

EXPENDITURES.
SALAmF.S AND MSEAOE pF DEI.HGATES.

Salaries, 119 delegates ................. $119,000 00
Mileage ............... ............... 11,480 22

SALARY aP SEenEIARY.

C. B. Galbreath ........................

Pax DtEM OF SERUEANT-AT-ARMS.
J. C. Sherlock, 162 davs @ $5..........

PER DISM oP EMPI.DYES.

Clerks.

Will T. Blake, 144 days.@ $5..........
T. H. Brown, 144 days @$5..........
H. L. Rebrassier, 151 day s@ $5........
E G. Wulff, 223 days (a) $5........ . . ..

" Ira I, Morrison, 531 days @$5.........
E S. Nichols, 388 days @$5......... .
Ella M. Serivea, 539 days (02 $5........
]ames B. Lewis, 231 days @$5.........
II. S. Brown, 231 da gs@$5...........
S. E. Neff 223 days Cq $5 ..............
Clement kelley, 144 days @ $5.........

$V
720 00
755 00

1,115 00
2,655 00
1,940 00
2,s95 00
1,155 00
1,155 00
1,115 06

720 00

Stenographers.
Milettis Garner, 143 days $5........ $715 00
Ada Pemberton 151 days, $5-....... 755 00
Florine Files, 147 days @$5........... 735 00
Ethel North, 143 days @$5............ 715 00
Lida Judge, 143 days Cu3 $5 ............. 715 00
Ella Quigley, 143 days @$5........... 715 00
Julia E Kersting, 231 days @$5...... 1,155 00
Aana L Bower, 151 days @$5..... ... 755 00
Etheline Di11e, 148 days @$5.......... 715 00
Minnie Rodgers, 143 days @$5..... ... 715 00
Gertrude H. Lake, 136 days @$5...... 690 00

Committee Clerks.
Gearge Cartwright, 223 days @ $5..... $1,11b 00
Mary Turner; 136 days @ $5.......... 6g0 00
Katherine Kellar, 216 days @$5...... 1,080 00

President's Messenger.

Carl A. Mntschler, 175 days @ $5 ..................

Assistant Sergeant at Arms Etc.

Wm. C. Ries, 154 days @$5........... $770 00
Fred Blankner. 162 days @$5........ s10 00
J F. Cunningham, 156 days @&9....... 780 00
W.E: Childs, 143 days @&5........... 715 00

$190,430 22

3,000 00

810 00

$14,745 00

$8,370 00

$2,975 00

J
ames Vines, 143 days @$350......... .-500 5Y
ames Mitebell, 149 days @$3.50....... 500 50

Cloak Room Atlendants.
Allen G. Atwill, 164 days Q$3.50...... $574 00
William Crites, lbl days @ $3.50...... 526 50

Csstodinns of Conunittee Rooms.

James E. Allen, 143 days @$3.50...... $500 b0
Wm. B. Hassett, 143 days @$8.50.... 500 50
D. M. Welty, 153 days @$3.50......... 535 50
Thomas Goldrick, 38 days @$3.50..... 133 00
Alfred Jacobs, 151 days @$3.50....... 528 50

Porters.
Lewis Miller, 151 days @ $3.5D........
Oliver Henson, 143 days @ $350.:....
Harry Reasoner, 90 days @ $3.50......
joseph Rosenberger, 149 days@$3b0..
Juhn Littlejohn, 181 days (ry $9.50......
William Todd, 162 days C4 $3.50......
C. M. FisI,gM , 152 days @$8.50........
Ne[son VJinslow, 161 days @ $3.50....
George Riley, 231 days @$3.50........

$529 50

35f5 00
500 50
563 50
567 00
532 00
563 5v
808 50

Pages.
J. C. Scott, 151 days @$2b0.......... $377 50
Howard Fordyce, 152 days @$2.50.... 380 00
Glenn Emerson, 151 days @$2.50...... 377 50
Harry Blair, Jr., 94 days $2.50....... 247 50
Charles Mills, 154 davs @ 2.50.... ...- 285 00
R. J. Bartlett, 151 da s@$2.50........ 377 50
Albert Goodyear, 15days @$2.50.... 3B0 00
George C. Bond, 143 days @$2.50..... 357 50
Charles Abb2tt, 143 days @$2.50...... 357 50
II. D. Sites, 143 days @$2.50......... 857 50
Raymond StremeJ, 181 days @$2.50.... 327 50

$2,030 00

$1,102 50

198 00

$4,879 00

$3,825 00
Temporary employes .......... 5.92 50

Reportin,q Proceedings and Debates.

Clarence E. Walker ....................

CONTINI:EQ'r E%PENSPS.

Daily Journal ... .. ... _ . ....... $2,363 84
Proposals and Calendars........... 1,929 41
Printing and binding Joumal.......... 1,600 00
*Proceedings and Deliates.......-.. 5,245 00
Miscellaneous ..
Advertising Special Electian.......

Telephnnes ...........................
Postage ................................
Express ... ....................
Typewriter rentals .....................
Miscellaneous .........................

2,487 39
1,821 50
1,704 86

441 87
511 79
977 55

2,245 44$975 00

$5,000 00

I

$20.568 65

$3,075 00

Eaeenses oF EnrPr.ovES.
Railroad fare to Chillicothe.-.......... $56 25

NEwsFAPRR AnVlnlrr5lNG.

Various newspapers of the state .................. $63,198 99
Door-Keepers.

John B. Lewis, 151 days @$3.50....... $529 60 Total ... ......................... $267,571 11.

O. A. Shetler. 148 days @$3.50........ 500 50 }Unexpended balance .......... ..... 2,100 00

*Partial payment fnr printing and binding Proceedings and Debates.
fThis is the unczpended balance of appropriation for printing and binding Proceedings and Debates. Out of it will be

paid balance due when the work of printing and binding is completed.
(2115)
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Election Expenses

Following are the expenses, as returned by the election officers of the different counties, of holding the srecieF election
of September -3, 1912at whtch the constitutional amendments were submitted to the people:

Adams ....................
Allen .....................
Ashland ...................
Ashtabula .... .............
Athens ...................
Auglaize .................
Betmont ..... ........
Brown .
Butier . ...................
Carroll ...................
^ChampaiEn ...............
'Clark .....................
Clermont .................
Clinton ..................
Columbiana . .. . . .. .... .. .
Coshocton ................
Crawford .................
Cuyahoga ..... .........
Darke ....................
Defiance .................
Dealware .................
Erie ......................
Fairfield ..................
Fayette ...................
Ftanklin ..................
rnlton ...................
Gallia .....................
Geauga ...................
Grcene ...................
Guernsey .................

$795 06
2,803 44

957 60
2,400 00
1,302 90
1 038 20
2,461 75

728 20
2,667 78

737 00
827 69

3, 506 0t1
1,046 68

784 24
3,151 10
1,135 71
1,176 20

24,000 00
1,500 00

694 04
866 39

1,413 43
1,280 40

859 71
9,800 00

683 45
852 508
567

1,001 6a`
1,397 01

Hamilton ................. 37,878 99
Iianock ................... 2,151 48
Hardin .............. ..... 1,219 20
Harrison .. ................ 696 00
Ilrnry ................. 812 60
Highland ................. 1,100 00
Hocking .................. 799 70
Hohnes ................... 850 00
Huron .................... 1,059 70
Jackson ................... . 958 44
Jefferson ................. 2,412 45
Knox ..................... 848 47
Lake .................... 710 90
Lawrence ................. 1,205 70
Licking .. .. ............ 2,174 01
Logan .................... 968 49
Loratn ................... 2,16B 86
Lttcas ...................... 8,659 90
Madison .................. 875 64
Mahoning ............... 7,083 14
Marion .................. 1,450 00
Medina ..... ........... ... 637 25
Meigs .................... 723 60
htercer ................... 756 81
Miami .................... 2,019 49
Monroe .................. .818 91
Montgomery ....••••^^^^^^ 80455 02
Morgan .................. 558 85
\lorroav .................. 868 70
bfnskingum ............... 3,079 51

(2116)

Noble ........... ......... P99 83
O.ttawa .... ............... 893 70
Paulding ...... ........... 942 00
Perry ...... ... ...... :.... 1,081 55
Pickaway ................. 780 55
Pike ...................... 583 85
Portage ..... 878 70
Preble .... ......... 828 38
Putnarn .................. 1,203 40
Richland ................. 1,829 30
Ross . .... ......... 1,357 76
Sandulry ................ 994 45
Scioto ................... 2,935 56
Seneca .................... 1,208 90
Shelby ........... ......... 1,100 00
Stark .. . .................. 5,346 50
Snmmit . ......... ....... 3,731 50
Trumbull . ... .. ...... ... .. 1,559 72
Tusearawas ....... ........ 1,862 90
Union .... ................ 964 05
Van Wert ................ 827 02
Vinton ......... ........... 636 21
Warren .................. 818 60
Washington ................ 1.472 68
Wayne ................... 1,414 00
Williams .................. 740 00
Wood .................... 1,961 17
Wyandot ................. 662 15

Total ................... 1E04.956 20
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Report of Special Committee Relative to Office of Justice
of the Peace -

The special contmittee appointed, pursuant to Resolu.
tion No. i67, on the last day of the convention (page
^2092), met immediately after adjournment and framed a
statement which was sent to each justice of the peace in
the state in printed circular form as follows:

CONSTITUTIONAh CONVENTION.
CocuMSus, Omo, August 26, Iqr2.

OFFICE OF JUSTICE OF THE PEACE

IT IS NOT ABOLESHED BY THE PROPOSED AMENPMENTS TO

THE CONSTrfrTPION

Report of special committee appointed by the Convention:

The undersigned, appointed by the Fourth Constitu-
tional Convention at its session in Columbus August
z6, 1912, as a committee to prepare and have published
a statement as to whether or not the adoption of No. r9,
on the oonstitutional amendments ballot, relating to
change in the judicial system, will abolish the office of
justice of the peace, beg leave to submit the following
report:

This office, by the existing constitution, is declared to
be one of the courts inwhich judicial power is vested.
But this section of article IV, now in force, as well as
amended section r, vests thejudiciat power in ^ertain
named courts and such other inferior conrts as may from
time to time be established by law. WhHe the office of
justice of the peace is recognized by the constitution as a
judicial one, it is also established by law, for there exists
on the statute books a provision for election of justices
of the peace, their number in eaeh township, the terms
of their office, their jurisdiction and the rrianner of their
compensation.
^ Provision is made in the General Code for justices of
the peace, as well as their election and duties, in sections
1712-T8o6, inclusive, and for their jurisdiction and poiv-
ers in sections I0223-10491, inclusive; and none of these
statutes will be repealed by the adoption of any of the
constitutional amendments praposed.

.Section rg of article IV of the constitution, bothin

the present constitution and in the amendment proposed,
provides that "any existing court heretofore created by
law shall continue in existence until otherwise provided."
Section z of the original schedule and the schedule adop-
ted by the Convention, known as amendment No. 41 on
the ballot, provides thatall laws in force, not inconsistent
with these amendments, "shall continue in force until
amended or repealed." These two provisions of the con-
stitution protect in office every official until the end of his
term, and they protect forever, until repealed by the-gen-
eral assembly, the statutes creating and regulating the
jurisdiction of the officeof justice of the peace, because
it is not inconsistent with the constitutional provisions
contained in section i of article IV. Section I is only
declarative of the courts in whiclr judicial power is
vested. It omits to name several important courts now
existing in Ohio, as for instance, the superior court of
Cincinnati, ibe court of insolvency of Cuyahoga county,
the municipal court of the city of Cleveland, and there
may be others, all of which are created by statute and all
of which will remain in existence until the statutes creat-
ing them are repealed or changed. This is so with jus-
tices of the peace. The justices now in office will con-
tinue until their terms cxpire, ancl they will continue to
be elected until the general assembl,v changes the law re-
lating to them. - It may be jttst as well said that the
superior court of. Cincinnati, the conrt of insolvency of
Cuyahoga county and the municipal court of Cleveland
are abolished by these amendments, because they are not
named in section r as constitutional courts; yet no one
would claim that these courts are interfered with.

This we believe to be the legal construction and effect
of the proposed amendments that relate to the office of
justice of the peace.

I3IRAM D. PECK,
E. B. KING,
D. J. NYE.

The foregoing report has been submitted pursuant to
resolution

No. 167. C. B. GALBREATH,
Secretary of the Convention.

(2ttC)
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Contract for Printing Proceeding and Debates

WttBeEAS, It has become desirable to cause the pro-
ceedings and debates of the Fourth Constitutional Con-
vention of Ohio to be printed and published in some dur-
able form, this contract regarding the same entered into

and between the State of Ohio and The F. J. Heer
7inting Company WITNESSETH:-

That the F. J. Heer Printing Company, for and in con-
sideration of the performance by the State of Ohio of its
promises and agreements hereinafter set forth, does
hereby agree to furnish all the necessary paper and do
all the necessary priuting and binding for the publication
of twenty-five hundred (2500) copies of reports of the
said proceedings and debates, to be bound in two vol-
nmes. It is understood and agreed that the paper so
furnished shall be of a quality, weight and grade suit-
able and proper for such work, the size of the page to be
9 x 12, type surface 7 x91 including heading, type to be
ten point, style of Michigan Constitutional Convention
(rgoq) report, the binding to be buckram of a good
grade and quality and all the work, both printing and
binding, to be done in a good and workmaniike manner.

As a compensation for the performance of the fore-
going the State of Ohio is to pay said The F. J. Heer
Prinnng Company the sum of four thousand nine hun-
dred and ninety-two and fifty hundredths dollars,
($4,992.50), such sum being based on an estimate that said
volumes shall contain in the aggregate fifteen.hundred
(i5ooo) pages. It is hereby agreed that if there shall be
fewer than fifteen hundred pages in said two volumes
there shall be deducted from said amount ($4,99a.5o) so
to be paid The F. J. Heer Printing Company the sum of
two and fifty hundredths dollars ($2.50) per page for
each page less than said number of fifteen hundred that
said volumes shall contain, but if said volumes shall con-
tain more than fifteen hundred pages the said The F. J.
Heer Printing Company, in addition to said amount of
$4,992.50, shall receive and be paid the sum of two and
fifty hundredths dollars ($2.5o) for each page said vol-

umes may contain in excess of such estimated number of
fifteenhundred.

It is further understood and a.eed that The F. J.
Heer Printing Company shall be paid for printing the in-
dex to said debates and furnishing the paper therefor the
sum of three and fifty hundredths dollars ( $3.5o) per
page for each full printed page of such index, such pages
to be set in brevier type, double column.

It is further understood and agreed that the copy from
wbich all of said printing, including index, shall be done,
shall be furnished by the secretary of the convention to
the said printing company and that no matter shall be
included in said volumes except what.shall have been sa
furnished by said secretary.

It is also further understood and agreed that The F. J.
Heer Printing Company on its part will use all due dili-
gence to secure the completion and delivery of the bound
volumes of said reports at the earliest possible date after
the final adjournment of the Convention and further to
secure that no delay in such completion and delivery shall
occur on account of any act or omission of said printing
company.

In witness whereof the parties aforesaid have hereunto
affixed their signatures this eleventh day of April, i9r2.

THE STATE OF OHIO,
By

HLRRERT S. BIGELG\V,

President of the Fourth Constitu-
tional Convention of Ohio.

And
JOIIN R. CAssniY,'

Chairman of the Committee on
Clairns.

THE F. J. HEER PRINTING COMPANY,
By

F. J. Haetc,

t21181

Manager.

040



The Constitution of the State of Ohio

With Amendments Proposed by the Constitutional Convention of 1912
and Approved by the People

ARTICLE I.

mIY OFBTGHTS.
sECtanN -
1. Inalienable rights.
2. Where political power vested; spedal privileges.
3. Right of petition; tnstructioa
4. Hearing arms; stand'mg armies; military power.
5. Trial by jury.
6. Slavery and involuntary servitude.
7. Religious liberty, etc.; test; educetion.
8. Habeas corpus.
9_ Bail; punishmenL

10. Trial for crimes; wimesses.
11. Freedom of speech; libel.
12. Transportation; forfeiture.
13. Quarters of soldiers.
14. Searetr warrants.
15. Imprisonment for debt.
16. Remedy in eourts.
17. Hereditary honors, etc.
18. Suspension of laws.
19. Private property inviolate, unlcss, etc.
19z Damages recoverable.
20. -Powers not delegated.

ARTICLE II.

LWISLATIV'E.

1. 1.^islative power in senate, hmtse and people.
M. Initiative.
Ib. Methodof using.
Ic. Referendunr-
Id. 'Pax Jevies and auergcncy laws.
lc. Single tax infiibition.
I.f. Muniqipal initiative and referendum,
lg. Signers, explanations, etc.
2. Election and term of senators and representatives.
3. Who eligible.
4: Who ineligible.
u. Who ineligible to any office.
6. Wbo to determine qualification, ete.; members; quorum;

attendance.
'. Mode of organizing.
8. Of6cers of general assembly; rules; punishment of members,

etc
9. journat; yeas and nays; majority to pass a law.

10. Protest.
11. Vacancies.
12. Privtlege as to arrest, and speech.
13. Proceedings public, unless, etc.
14. Adjournments.
15, 16. IItlls. where to originate; to be read three times; title;

to eontain one subject; governor's veto; acts revived or
amended.

17. Signatures to bills.
18. Style of laws.
i9. i-,rclusion of inembets from office.
20. Terms of nBrce to be fixed; salary.
21. Trial of eontestcd electiorns
32 Appropriations.
23, 24. Impeachments.
25. When sessions to comrnence.
26 What laws to have uniform operation; upon whose approval

akC!'lON
31. Conlpensation of members and ofLecrs of general assembly;

perquisites.
32. Divorce, and judlcial patver.
33. Direct lien upon property.
34. Minimum wage.
315, Workmen'scompensation.
36. Conservation of. natural resources.
37. Eight hour day on public work.
88. Removal of offrcers.
39. Expert witnesses.
40. Guaranteein¢ tand titles.
41. Prison labor.

1.
2.
3.
4.
5.
&
7.
8.

9.
10.
11.
12.
13.
14
15.
18.
17.
18.
19.
20.

I.
2.

5.
&
7,
9.

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
22.

to take effect. ' I 1.
27. Power of appointment to othce; vote for U. S. senator. 2.
28. Retroactive laws, etc. I S.
29. Extra comPensation. A
30. New counties. 5.

(2119)

ARTICLE III.
LYP.Cn(rYE.

Executive department.
Term of affice.
Election retunts. - ,
Same subject.
Executive power vested in governor.
He may requirc writtcn information, etc.
He shall recommeud measures, etc.
When and how he may convene the general assembly; busi-

ness limited.
When he mac adForrn tbc general assembl,v.
Conomandrr-in-cbicf.
Reprieves, nardnu.s. etc.
The =ea1 of lbc ^tatc.
Grants and comtnissioni.
Who ineligible for governor.
Vacancy in his office. etc.
Lieutenant govetnor.
Vacancy in his office, etc.
What vacancies governor to fill, etc.
Compcnsation of executive officers.
What officers shall report to the governor, and when, ete

ARTiCLE IV..

jUOtLTA4 -

In whom Judicial power vested.
The snpreme court.
4. The common pleas court.
[Repea]ed October 9, 1888.1
Courts of appeals.
& Probate courts.
M epeaied September 3, 19I2.1

ection of other judges, and-term of of6ce
lRepealed October 9, 1883.1
Common pleas judges; term of office, and resideuce.
Vacancies in theothce uf judge.
Compensation; when ineligible as candidate for other office.
Changes in number of jndges, courts, districts, etc.
Clerks of cotirts:
How judgesremoved.
]urisdiction at chambers, etc.
Courts of arbitratioa
Stvle of process; conclusion of indictments.
1211 Supreme court commission.

- ARTICLE V.
rJ.BLTIVE [RUNCHIS6

Who may vo[e.
How.
Electors privileged from arrest.
Fnrfeitnre o4 elective franchise.
Who decmed non-resident.
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Sf'.LE`ON
6. Idiots and insane.
7. Direct primaries.

ARTICLE Xt1I

Coax,awrtoxs.
SEcrtox

ARTICLE VI. 1. SpeCial acts of incorporation. -
2. General acts of incorporation.

1.
2.

. EDUCATION.

The school and religIousfund.
Common school fund to be raised; how controlfed.

:S.
4.
;,.

-Personal liability of stockholders, etc.
Taxation of corporate property. -
Right of way.

3. Organization of school system. 6. Organization of cities, etc.; taxes, etc, therein.
4. Superintendent of public in,5tructiou. ,. Incorporation of banks.

.

ARTICLE VII.
Pctsr.tc INSZrrtrnoxs.

Insane, blind, deaf and dumb.

ARTICLE XIV.

JnaI5PR9IIENCa.

2. Penitentiary. I. Code commissioners.
3. Vacancies; how filled. 2. Their duties.

.,. Their reports.

,

ARTICLE VIII.
FUEI.ie peEr ANn PUBLIC WOHItS. .

2, S. Limitation upon public debt.

ARTICLE XV.

MISCELLANEOUS.

4. Credit of state; the state shall not beconte joint owner or 1. Seat of government
stockholder. 2. Printing for state

5 No assumntion of-debts by the state " Publication of receipts and ex enditures.
6.

.
Counties, atics, towns, or townships, not authorized to be-

.
4.

p .
Who eligible to o63cc.

7.
come stockholders, etc.

Sinking fund.
u.
6.

Duelists ineligible.
Lotteries. ' .

8. The commissroners of rhe sinking fund. ^. O16cia1 oath
9. Their biennial report. 8. Bureau of statistics,

10. Application of sioking fund. 9. Licrnse to traffic in intoxicating liquors.
H SeRU-annual report 10 Civil service:.
12. Superintendent of public works.

-
ARTICLE XVI. -

13. [Repealed September 3, 1912.]

ARTICLE IX.
1

AMENDMPNTS.

3. Amendments to constitution.2

1.

MILITIA.

Who to perform military duty.

, ,

ARTICLE XVII.
2. OfFicers of militia
3. How appointed. Er•HCITONa.
4. Their commissions; when govemor to call out militia. 1. Time for holding.
5. Public arms. 2 Terms of officers.

3. Presentincumbents

.

ARTICLE X.
COUNTY AND TOWNSHIP oAGANIZATIONS.

County and township officers.

.

ARTICLE XVIII.

MUNICIPAL CORPOHATIONS.
2- Election of county officers. 1. Classification.
3. Eligibility of sberdf and treasurer. 2. Incorporation.
4. Election of township officers. ie. Self-government.
5. County and township funds. 4. Public utilities.
6 Removal of officers. "a- Referendum thereon.
7. Local taxation. 6 Surplus product of

ARTICLE XI.
.

7.
.

Charters.
APPoRTIONMENT. 8.

9.
Charter commission.
Amendments to charter.

1. Apportionmenrfor members of the gencral assembly. 10. Bonds for improvements.
2, 3, 4, & Ratio in the house. 11. Propertv assessments.
6- Ratio for senator. 12. Mortgage bonds.
7, 8 9. Senatorfal districts. 13. Regulatory laws.

10. Apportiunment of representatives for ten years. 14. Elections.
I.1. When ratio determined by governor, auditor, etc SCHEDULE.
12. Judicial apportionment.
13. New counties. (1851)

ARTICLE XII 1. Of prior laws.. 2 First electron for general assembl
FINANCE AND TAXATION.

.
3.

y.
For state officers.

1. Poll tax. - 4. For judges, etc
2. All property taxed, except, ete., and by nniform rule; ex- 5. Whoto continue in office.

e,nptions published. 6. As to certain courts.
2 How propertv of banks to be taxed. 7. County and township oBicers.
4. What revenue to be raised. 8. Vacancies.
5. LevyinG of taxes, and application. 0. 111hen constffution took effect.
6. Debt for internal irnprovenents. 10. Tcrm of office.
7. Inheritance tax. 11. S„ccessors of the court in bank.
8. Income tax. 12. Of the supreme court.
q. Amount returned to cities, ete 13. Of the common pleas.

10. Taxation. of excises. tranrhises, etc. 14. The nrobate court.
11. Redemption of bonded indcbtedness. 15. Election of judges and clerks.

r

042



YROCEEDINGS AND DEBATES

Constitution of Ohio with Amendments Approved by the People September 3, 1912.

18. Returris of electors.
17. Vote on the adoption of the constitution.
18. Vote on provisions as to iatoxicating liquors.
19.Apponiona+ent of house of representatives.

SCHEDULE.

(1912)

Wttm emendments take effect.

THE CONSTITUTION OF THE STATE OF
OHIO.

We, the people of the State of Ohio, grateful to Al-
tnighty God for our freedom, to secure its blessings and
promote our common wclfare, do establish this constitu-
tion.

ARTICLE I.

DILL OF RIGHTS.

SEc. 1. All men are, by nature, free and independent,
and have certain inalienable rights, among which are
those of enjoying ahd defending life and liberty, acquir-
ing, possessing, and protecting property, and seeking and
obtaining happiness and.safety.

SEC. 2. All political power is inherent in the people.
Govemment is instituted for their equal protection and
benefit, and they have the right to alter, reform, or abolish
the same, whenever they Inay deem it necessary; and no
special privileges or immunities shall ever be granted,
that may not be altered, revoked, or repealed by the gen-
eral assembly.

Sec. ;l. The people have the right to assemble to-
gether, m a peaceable manner, to consult for their com-
mongood; to instruct their representatives; and to petf-
tion the general assembly for the redress of grievances.

SEc. ¢. The people have the right to bear armsfor
their defense and security; but standing armies, in time
of peace, are dangerous to liberty, and shall not be kept
up; and the military shall be in strict subordination to
the civfl power.

Sne. 6. The right of trtal bY SurY eban be Inviolate.

Sec. S. The right of trfal by jury shall be inviolate,
escept tbat, in civil cases, laws may be passed to au-
thortse the rendering of a verdict by the concurrence
of not less than threc-fourths of the jury.

Sac. 6. There shallbe no slavery in this state; nor
involuntary servitude, unless for the punishment of
crime.

' Norc:-The sections of the constitution to which no amend-
ments were adopted, at the special etection, September 3, 1912,
are printed in untform type Gke that used in sections 1, 2, 3 and
4 of article I. The smaller type, like that first used in sections
5 and 10 of articleI, indicates the sections of the constitution to
whicb amendments have been made. The black or bold-faced
type, like that used in the second instance in sections 5 and 1D
of anicle I, indicates the amendments adopted. If the sections
in smailer type are omitted and those in the bold-faced tvoe are
retained, there will remain the constitution as it is with the
amendments approved September 3, 1912. If the sections in
bold-faced type are omitted, the constitution as it was January
1, 1912, will remain.
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SEC. 7. All men have a natural and indefeasible right
to worshtp Almighty God according to the dictates of
their own conscience. No person shall be compelled to
attend, erect, or support any place of worship, or main-
tain any form of worship, againsthis consent; and no
preference shall be given, by law, to any religious soicety; :
nor shall any interference with the rights of conscience
be-permitted. No religious testshall be required, as a.
qualification for office, nor shall any person be incompe-
tent to be a witness on account of his religious belief;.
but nothing herein shall be construed to dispense with
oaths and affirmations. Religion, morality, and knowl-
edge, however, being essential to good government, it
shall be the duty of the general assembly to pass suitable
laws to protect every religious s denomination in the peace-
able enjoyment of its ownmode of public worship, and
to encourage schools and the means of instruction

Sszc. 8. The privilege of the writ of habeas corpus
shall not be suspended, unless, in cases of rebellion or in-
vasion, the public safety require it.

SEC. 9. All persons shali be bailable by sufficient
sureties, except for capital offenseswliere the proof is
evident or the presumption great. Excessive hail shall,
not be required; nor excessive fines iinposed; nor cruek
and unusual punishments inflicted.

SIDC, 10. Erceyt tn cases et tmpeaohment, and cxsee a+laing 1n
[he army and navy. or 1n the mnltla when 1n actual aerrfc¢ In
pfine or wer or publie dangery and m caaea ot â ettt Ixrceny and
other Inferlor of[enaea no" pereon ahal[ be held to anawer Snr a
cayltal, ur thetwlee lnfnmoua erlme, unleee on presentment er
Indlctm¢nt of a graad 9ury, In anY trlel, 7n anv court, tbe party
eccuaed ahxll be ellowed to appeer mad defPnd 1n p¢eeon and wttb
cuunsel; to demxnd the nature aud ceuse of the secueaTton ageiast
htm, a.ba to bave a capy tbereot; to meet the wttnuaeee taoe to
face, and to have aompulsorY yrooeae to procura n1e attendance
of witnesee in hlx behan. and a epe¢dY pubac trlal by ea 1m-
parttal SurY of the county or dletr3et, fn whtoh me-oftenee fe
a1leSed to t^ave bPen commftted• nor el,all any yernon be o^-
pen¢d, in any crimtnat cae¢, to pe a wttneas aga1net htmsen, er
be twl¢e put tn 1eopardy for M. eame onenae.

Sec. to. Except in cases of . impeachment, cases
arising in the army and navy, or in the ntilitia when
in actual service in time of war or public danger, arttf
cases involving offenses for which the penalty pro-

. vided is less than imprisonment in the penitenttary,
no person shall be beld to answer for a capital, or
otherwise infamous, crime, unless on presentment or
indictment of a grand jury; and the number of per-
sons necessary to constitute such grand jury and the
number thereof necessary to concur in finding such
indictment shall be determined by law. In any trial,
in any court, the party accused shall be allowed to
appear and defetui in person and with counsel; to
demand the nature and cause of the accusation against,
him, and to have a copy thereof; to meet the wit-,
nesses face to face, and to have compulsory procees
to procure the attendance of witnesses in his behalf,
anda speedy public trial by an impartial jury of the
county in which the offense is alleged to have been
committed; but provision may be made by law for
the taking of the deposition by the accused or by the
state, to be used for or against the accused, of any
witness whose attendance can not be had at the trial,
always securing to the accused means and the oppor_
tunity.to be present in person and with counsel at
the taking of such deposition,and to examine the wit-
nessface to face as fully and in the same manner as it
in cottrt. No person shall be compelled, in any crim-
inal case, to be a witness against hfmself; buthis
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failtue to testify may be considered by the court and
jury and ntay be made the subject of comment by
coaaseL No person sball be twice put in jeopardy
for the same offenae.

Sac. zi. Every citizen may freely speak, write, and
publish his sentiments on all subjects, being responsible
for the abuse of the right; and no law shall be passed to
restrain or abridge the liberty of speech, or of the press.
In all criminal prosecutions for libel, the truth may be

ven in evidence to the jury, and if it shall appear tothe
hat the matter charged as libelous is true, and was

juyi ed with good motives, and for justifiable ends, the
party shall be acqttitted.

Sec. x2. No person shall be transported out of the
state, for any oflense committed within the sante; and no
coaviction shall work corruption of blood, or forfeiture
of estate.

SEC. 13. No soldier shall, in tinle of peace, be quar-
tered in any house, without the consent of the owner;
nor, in time of war, except in the manner prescribed by
law.

SEC. 14. The right of the people to be secure in their
persons, houses, papers, and possessions, against unrea-
sonable searches and seizures shall not be violated; and
no warrant shall issue, but upon probable cause, sup-
ported by oath or affirmation, particutarly describing the
place to be searched and the person and things to be
seized.

SEc. 15. No person shall be imprisoned for debt in
any civil action, on mesne or final process, unless in
cases of fraud.

E,C. 1a An courts ehall be oUen. and every pareon. fnr an
lnlnry dOn9 him In hi5 land gouds, person, or r9putation, sithall
basa remedy br due couree ot law; and jvetice admtnlatered wh-
out dental or delay.

Sec. 16. All courts shall be open, and every person,
for an injury done him in his land, goods, person, or
reputation, shall have remedy by due course of law,
and sball have justice administered without denial or
delay. Suits may be brought against the state, in such
courts and in such manner, as may be provided by law.

Ssc. 17. No hereditary emoluments, honors, or priv-
ileges, sball ever be granted or conferred by this state.

Ssc. t8. No power of suspending laws shall ever be
exertised, except by the general assembly.

SEc. r9. Private property shall ever be held inviolate,
but subservient to the publtc welfare. When taken in
time of war or other public exigency, imperatively re-
qdiring its immediate seizure or for the purpose nf mak-
ing or repairing roads, which shall be open to the public,
without cltarge, a compensation shall be made to the
owner, in money, and in all other cases, where private; transmit the same to the general assembly as soon
property shall be taken for public use, a compensation as it convenes. If said pro?osed law shall be passed
therefor shall first be made in money, or first secured by by the general assembly, either as petitioned for or
a deposit of money; and such compensation shall be, in an amended form, it shall be subject to the referen-
assessed by a jury, without deduction for benefits to any I dum. If it shall not be passed, or if it shall be passed
-property of the owner. in an amended form, or if no action shall be taken

Sec. tga. The amount of damages recoverable by thereon within four months from the time it is re-
.•civit action in the courts for death caused by the ceived by the general assembly, it shall be submitted
wrongful act, neglect, or default of another, shall not by the secretary of state to the electors for their ap-
`be limited by law. proval or rejection at the next regular or general elec-

The amendments to the constitution approved September 3, 1919, are printed in hold-faced type. Sections amended or
superseded are in smalt type. See note, page 2121.

Sac. 2o. This enumeration of rights shall not be
construed to impair or deny others retained by the
people; and all powers, not herein delegated, remain with
the people.

ARTICLE II.

LEGISLATIVE.

sae. L The legialanve powev of this etate nhalt he veated In
9 geneTel am6mbly, wbleh shall conelet nU a senate, 6ad heuee
of r¢preeentstlvee. .

Sea x. The legislative power of the state shall be
vested in a general assembly consisting of a senate *
and house of representatives but the people reserve to
themselves the power to propose to the general as-
sembly laws and amendments to the constitution, and
to adopt or reject the same at the polls on a referen-
.dttm vote as hereinafter provided. They also reserve
thepower to adopt or reject any law, section of any
law or any item in any law appropriating money
passed by the general assembly, except as hereinafter
provided; and independent of the general assembly
to propose amendments to the constitution and to
adopt or reject the same at the polls. The limitations
expressed in the constitution, on the power of the
general assembly to enact laws, shall be deemed limi-
tations on the power of the people to enact laws. '

Sec. xa. The first aforestated power reserved by
the people is designated the initiative, and the sig-
natures of ten per centum of the electors shall be re-

uired upon a petition to propose an amendment to
3he constitution. When a petition signed by the afore-
said required number of electors, shall have been filed
with the secretary of state, and verified as herein pro-
vided, proposing an amendment to the constitution,
the full text of which shall have been set forth in such
petition, the secretary of state shall subniit for the
approval or rejection of the electors, the proposed
amendment, in the manner hereinafter provided, at
the next succeeding regular or general election in any
year occurring subsequent to ninety days after the
filing of such petition. The initiative petitions, above
described, shall have printed across the top thereof:
"Amendment to the Constitution Proposed by In-
itiative Petition to be Submitted Directly to -the
Flectors."'

Sec. ib. When at. any time, not less than ten days
prior to the commencement of any session of the
general assembly, there shall have been filed with the
secretary of state a petition signed by three per
centum of the electors and verified as herein provided,
proposing a law, the full text of which shall have been
set forth in such petition, the secretary of state shall
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tion, if such submission shall be demanded by sup-
plementary petition verified as herein provided and
signed by not less than three per centum of the elect-
ors in addition to those signing the original petition,
which supplementary petition must be signed and f'iled
with the secretary of state within ninety days after
the proposed law shall have been rejected by the gen-
eral assembly or after the expiration of such term of
four months, if no action has been taken thereon, or
after the law as passed by the general assembly shaYl approved by a majority of those voting upon the same.
have been fded by the governor in the office of the If, however, a referendum petition is filed against any
secretary of state. The proposed law shall be sub-
mitted in the form demanded by such supplementary
petition, which form shall be either as first petitioned
for or with any amendment or amendments which
may have been incorporated therein by either branch
or by both branches, of the general assembly. If a
proposed law so submitted is approved by a majority
of the electors voting thereon, it shall be the law and
shaB go into effect as herein provided in lieu of any
amended forat of said law which may have been passed
bythe general assembly, and such amended law passed
by the general assembly shall not go into effect until
and unless the law proposed by supplementary pe-
tition shall have been rejected by the electors. All
such initiative petitions, last above described, shall
have printed across the top thereof, in case of proposed
laws: "Law Proposed by Initiative Petition First to
be Submitted to the General Assembly." Ballots shall
be so printed as to permit an affirmative ot negative
vote upon each measure submitted to the electors.
Any proposed law or amendment to the constitution
submitted to the electors as provided in section ca
and section tb, if approved by a majority of the
electors voting thereon, sHall take effect thirty days
after the election at which it was approved and shall
be published by the secretary of state. If conflicting
proposed laws -or conflicting proposed amendments to
the constitution shall be approved at the same elec-
tion by a majority of the total number of votes cast
for.and against the same, the one receiving the highest
number of affirmative votes shall be the law, or in
the case of amendments to the constitution shall be
the amendment to the constitution. No law proposed
by initiative petition and approved by the electors shall
be subject to the veto of the governor.

Sec. rc. The second aforestated power reserved
by the people is designated the referendum, and the
signatures of six per centum of the electors shall be
required upon a petition to order the submission to
the electors of the state for their approval or rejection,
of any law, section of any law or any item in any law
.appropriating money passed by the general assembly.
No law passed by the general assembly shall go into
effect until ninety days after it shall have been frled
by the governor in the office of the secretary of state,
except as herein provided.. When a petition, signed by
six per centum of the electors of the state and verified
as herein provided, shall have been filed with the.sec-
retary of state within ninety days after any law shall
have been filed by the governor in the office of the
secretary of state, ordering that such law, section of

such law or any item in such law appiopriating money
be submitted to the electors of the state for their ap-
proval or rejection, the secretaty of state smtall submit
to the electors of the state tor their approval or re-
jection such law, section or item, in the manner herein
provided, at the next succeeding regutar or general
election in any year occurring subsequent to sixty
days after the filing of such petition, and no such law,
section or item shall go into effect until pnd unless

such section or item, the retnainder of the law shall
not thereby be prevented or delayed from going into
effect.

Sec. id. Laws providing for tax levies, appropria-
tions for the current expenses of the state government
and state institutions, and emergency laws necessary
for the immediate preservation of the public peace,
health or safety, shafl go into fmmediate effect. Such
emergency laws upon a yea and nay vote must receive
the vote of two-thirds of all the members elected to
each branch of the general assembly, and the reasons
for such necessity shall be set forth in one section of
the law, which section shall be passed only upon a
yea and nay vote, upon a separate roll tall thereon.
The laws mentioned in this section shall not be subject
to the referendum.

Sec. re. The powers defined herein as the "in-
itiative" and "referendum" shall not be used to pass
a law anthorizing any classification of property for
the purpose of levying different rates of taxation
thereon or of authorizing the levy of any single tax
on land or land values or land sites at a higher rate
or by a different rule than is or may be applied to
improvements thereon or to personal property.

Sec if. The initiative and referendum powers are
hereby reserved to the people of each municipality on
all questions which such municipalities may now or
hereafter be authorized by law to controf by legislative
action; such powers shall be exercised in the manner
now or hereafter provided by law.

Sec. ig. Any initiative, supplementary or referen-
dum petitfon may be presented in separate paits but
each part shall contain a full and correct copy of the
title, and text of the law, section or item thereof
sought to be referred, or the proposed law or proposed
ameiidment to the constitution. Each signer of any
initiative, supplementary or referendum petition must
be an elector of the state and shall place on such pe-
tition afterhis name the date of signing and his place
of residence. A signer residing outside of a munici-
pality shall state the township and county in which
he resides. A resident of a municipality shall state
in addition to the name of such municipality, the street
and number, if any, bf his residence and the ward and
precinct it} which the same is located. The names of
all signers to such petitions shall be written in ink,
each signer for himself. To each part of such petition
shall be attached the affidavit of the person solicit-
ing the signatures to the same, which affidavit shall
contain a statement of the number of the signers of
such part of suchpetition and shall state that each of

.The amendments to the constitution approved September 3; 1912, are printed in bold-faced tvpe. Sections amended or
superseded are in small type. See note, page 2121.
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the signatures attached to such part was made in the
presence of the affiant, that to the best of his knowl-
edge and belief each signature on such part is the
genuine sigttature of the person whose name it pur-
ports to be, that he believes the persons who have
sfgned it to be electors, that they so signed said pe-
tition with knowledge of the contents thereof, that
each signer signed the same on the date stated op-
posite his name; and no other affidavit thereto sha11
be required. The petition and signatures upon such
petitions, so verificd, shall be presumed to be inall
respects sufficfent, unless not later than forty days
before the election, it shall be otherwise proved and
in such event ten additional days shall be allowed for
the filing of additional signatures to such petition.
No law or amendment to the constitution submitted
to the electors by initiative and supplementary pe-
tition and receiving an affirmative majority of the
votes cast thereon, shall be held unconstitutional or

so to be printed as to permit an affirmative or negative
vote upon each law, section of law, or item in a law
appropriating money, or proposed law, or proposed
amendment to the constitution. The style of all laws
submitted by initiative and supplementary petition
shall be: "Be it Enacted by the People of the State
of Ohio," and of all constitutional amendments: "Be
It Resolved by the People of the State of Ohio."
The basis upon which the required number of pe-
titioners in any case shall be determined shall be the
total number of votes cast for the office of governor
at the last preceding election therefor. ^ The fore-gofng
provisions of this section shall be self-executing, ex-
cept as herein otherwise provided. Laws may be
passed to facilitate their operation, but in no way
limiting or restricting either such provisions otthe
powers herein reserved.

Schedule.

void on account of the insufficiency of the petitions by The foregoing amendment, if adopted by the electors
which such submission of the same was procured; shall take effect October r, r9xz.
nor shall the rejection of any law submitted by refer-1 Sec. 2. Senators and representatives shall be elected
endum pntition be held invalid for such insuffieiency.' biennially by the electors of the respective counties or
Upon all initiative,.supplementary andreferendum pe-I districts, on the first Tuesday afterthe first I64onday in
titions provided for in any of the sections of this ar-j Novemlier; their term of office shall comnlence on the
ticle, it shall be necessary to file from each of oae-half
of the counties of the state, petitions bearing the sig-
natures cf not less than one-half of the designated per-
centage of the electors of such county. A true copy
of all laws or proposed laws or proposed amendments
to the ccnstitution, together with an argument or
explanation, or both, for, and also an argument or ex-
planation, or both, against the same, shall be pre-
pared. The person or persons who prepare the argu-
ment or explanation, or both, against any law, section
or item, submittcd to the electors by referendum pe-
tition; may be named in such petition and the persons
who prepare the argument or explanation, or both, for
any proposed law or proposed amendment to the con-
stitution may be named in the petition proposing the

first day of January next thereafter, and continue two
years. (As amended October 13, 1885.)

SEC. 3. Senators and representatives shall have re-
sided in their respective connties, or districts, one year
next preceding their election, unless they shall have been
absent on the public bttsiness of the United States, or of
this state.

SEC. 4. No person holding office tmder the authority
of the United States, or any lucrative office under the
authority of this state, shall be eligible to, or have a seat
in, the general assembly; but this provision shall not ex-
tend to township officers, justices of the peace, notaries
public, or officers of th militia.

Sac. 5. No person hereafter convicted of an em-
bazzlement of the public funds, shall hold any office in

same. The person or persons who prepare the argu- thi5 state; nor shall any person, holding public money
rnent or explanation, or both, for the law, section or for disbursement, or otherwise, have a seat in the gen-
item, submitted to the electors by referendum pe- eral assembly, until he shall have accounted for, and
tition, or against any proposed law submitted by sup-
plementary petition, shall be named by the general
assembly, if in session, and if not in session then by
the governor. The secretary of state shall cause to be
printed the law, or proposed law, or proposed amend-
ment to the constitutiot5, together with the arguments
and explanations. not exceeding a total of three hun-
dred words for each, and also the arguments and ex-
planations, not exceeding a total of three hundred
words against each, and shall mail, or otherwise dis-
tribute, a copy of such law, or proposed law, or pro-
posed amendment to the constitution, together with
such arguments and explanations for and against the
same to:each of the electors of the state, as far as
may be reasonably possible. Unless otherwise pro-
vided by law, the secretary of state shall cause to be
placed upon the ballots, the title of any such law, or
proposed law, or proposed amendment to the constitu-
tion, to be submitted. He shall also cause the ballots

paid such money into the treasury.
. Ssc. 6- Each house shall be judge of the election, re-
tnms, and qualifications of its own members; a mo-
jority of all the members, elected to each house shallhe
a quorum to do business; but a less number niay adjourn
from day to day, and compel the attendance of absent
ntembers, in such manner, and under such penalties, as
shall be prescribed by law.

Sac. 7. The mode of organizing the house of repre-
sentatives, at the commencement of each regular session,
shall be prescribed by law.

Sne. B. 10ach house, cxcept as othera9se provided in this con.
etitonon, ehall choose Its own officers, may determine Ita own
rulee of proceedlug, punish Its membera for dlaorderty conduet
and, wlth the concurrence of two-thtrds. expel a member, but nUt
tbe second time for the -sa.me rausc; ' d dhatl have etl other
powers, necessary to provide for :ta eutety, and the undlaturbed
transaotion of tts busineee.

Sec. B. Each house, except as otherwise provided
in this constitution, shall choose its own otircers, may

The amendments to the constitution approved September 8, 1912, are printed in bold-faced type. Sections amendtd or
superseded are in small type. See note, page 2121.
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determine its own rules ofproceedittg, p]mish ita metn-
bers for disorderly conduct; and, wffh theconcurrence
of two-thirds, expel a member, butnot'the second time
for the same cause; and shall haveall powers, neces-
sary to provide for its safety and the undisturbed
transaction of its business, and to obtain, thropgh
committees or otherwise, information affecting leg-
islative action under consideration or in contempla-
tioa, or with reference to any alleged breach of its
privileges or misconduct of its members, and to that
end to enforce the attendance and testimony of wit-
nesses, and the production of books and papers.

SEC. 9. Each house shall keep a correct journal of its
proceedmgs, which shall be published. At the desire of
any twomembers, the yeas and nays shall be entered
upon the joumal; and, on the passage of every bill, in
either house, the vote shall be taken by yeas and nays,
and entered upon the journal; and no law shall be passed
in either house, without the concurrence of a majority of
all the members elected thereto.

SEc. io. Any member of either house shall have the
right to protest against any act, or resolution thereof;
and such protest, and the reasons therefor, shall, without
alteration, commitment, or delay, be entered upon the
joucnal.

Sse. ii. All vacancies which may happen in either
house sball, for the unexpired term, be filled by election,
asshall be directed by law.

SEC. 12. Senators and representatives, during the ses-
sion of the general assembly, and in going to, and return-
ing from the same, stlall be privileged from arrest, in
all cases, except treason, felony, or breach of the peace;
and for any speech, or debate, in either house, they shall
not be questioned elsewhere.

SEC. 13. The proceedings of both houses shall bel
public, except in cases which, in the opinion of two-
thirds of those present, require secrecy.

SEC. rq. Neither house shall, without the consent of
the other, adjourn for more than twp days, Sundays ex-
cluded; nor to any other place than that in which the
two houses shall be in session.

Ssc. 15. Bills may oripiflate in either house; but may
be altered, amended, or rejected in the other.

suc. 16. Every bm eltall be fully and distinctly read three dl9
ferent deye unleee I. esae of urgenoy three-rourths c1 the houee
In which i{. eball be pending, nhall diapenee with the role. No
bill ehatt contain more than pne anb)ect, whlch shell be clearly
e^oDressed in its title, and no law ehall be revivedo or amended
vnleaB the new aet oontNn the entirn act revWM, r tbe eeetlon
or eectlona amended, and the eentlnn or eeonone so amended

. shall be repealed.
Every bill Vaeaed by both housee of the general assembiy ehall,

before eeld bill ean beCOme law, be presented to the governcr.
If' he aDppvee he ahall elgn said bill and thereupon enid bill Bhall
be law. It be object he shall not sign and eBall return aaid bnl,
together with his ob7ectlon thareto m wrtting, to the houee where-
In eeid bill urlslnated, whicb house ehall enter at large uDOn 1te
)ournal eald otUeetlon and ebea procaed to xconeider eald blll.
If, after eB.td reconeideranon, at lenat two-thirde of the members-
elect of that hovae vote to r¢paaB said bill it ehell be oent, to-

sltnlarge^uPOnaftda ,tou^nal eaW tbbe1entlon wh
lv^

conaider ea[d bin Ir, atter ea.id reconeideretlon, at Ieset two-
thirds of the membere-elect ef that houee vote to paee md bill It
ehall be law, otherwise it ehall not be law. The votes for the
repaaeage ot sald bm Bhell 1n each houee respect[veW be no leee
thsn theee given on the orlginal Dsaeage. If any bi71 paesed by
both houaes of the Seneral assembly and yresented to the govemor
ie not eigned end IB not returned to the house wllerein it orig-
tnated and within ten days after betng so Dresented, exclusive
ot aundaY and the day Baid blll waa preaented, Ba]d bnl ahan be
law ae In ilke manner as It etgned, unless anBl adjournment of the
generat aBpembly Preventa euch return. In which caee [it] han be
law, unless objected to by the gwernor and Hled, together with b1a

ob7eatfon thereto in writing, by him In the office of the cecretary
of state wlthin the preecrlbed ten days; and the secre(ary of atate
shall at onne make yublte said tact and ehan return Baid bin, to-
gether with sald ob7ectton, upon the opening of the next foW

wm
g

eesaton of the' general aeeembly, to the bouee wherein eald bill
orlglnated, Where tt Bhe31 be treated in Ilke manner as n return.ed
withln the preacrlbed ten daya.

If apy bill paseed by botb houeee of the general aeeembly and
pre9ented to the governor Cpntatus two or mere eecttona, or two
or more Items of appromianon of money, he maY.oblect to one or'-
more of eald sections or to one or more of sald nems of approDrla-
tion of money, andapprove the other pornen of said blll, In whleh
ease said^approved portion may be signed and then Bhan be biw;
und such ®eetlon or eectiane, item or itema of pDruprlatloa Of
money objected to ehall be returned within the tlme and ln the

nner preacribcd for, and ehell be separately recunsldered ns in

axaemDO
b
.hill;et.

b
u.t wernorrshaLLtdle eaid qsetlon

oreecnona Item or ltems of apD roprgln.tiun of money together with
hia ohiectlon thereto in writing, with the secretary or state as In
the Ceaa of a whole bill, and the secretary of etate eha.ll then make
pnblic said fact, but shall not further act ae In the caee of a
whole bill (As amended November 3, tgna.)

Sec. z6. Every bill shall be fully and distinctly read
.on three different days, unless in case of nrgency.

three-fourths of the house in which it shall be pend-
ing, shall dispense with the rule. No bill shall con-
tain more than one subject, which shall be clearly ex-
pressed in its title, and no law shall be revived, or
amended unless the new act contains the entire act
revived, or the section or sections amended, and the
section or sections so amended - shall be repealed.
Every bill passed by the general assembly shall, be-
fore it becomes a law, be presented to the governor
for his approval- If he approves, he shaft sign ft and
thcreupon it shall become a law and be filed with the
secretary of state. If he does not approve it, he shall
return it with his objections in writing, to the house
in wbich it originated, which shall enter the objections

' at large upon its jottrnaf, and may thm reconsider the
vote on its passage. If three-fifths of the members
elected to that house vote to repass the bill, it shall
be aent, with the objections of the governor, to the
other house, which•may also reconsider the vote on
its passage. If threp-fifths of the members elected to
that house vote torepass it, it sball become a law
notwithstanding the objections of the governor, ex-
cept that •in no caSe shall a bill be repassed by a,
smaller vote than is required by the constitution on
its original passage. In all such cases the vote of each
house shall be determinedby yeas and nays and the
names of the members voting for and agaiast the bill
shall be entered upon the journat. If a bill shall not.
be returned by the governor within ten days, Snn-
days excepted, after being. presented to him, it shall
become a law in like manaer as if he had signed it,
unless the general assembly by adjournment prevems
its return; in which case, it shall become a law im.
less, within ten days after such adjotunment, it shall
be filed by him, with his objections in writing, inthe
office of the secretary of state. The governor.may
disapproveany item or items in any bill making an
appropriation of money and the item or items, so dis-
approved, shall be void, unless repassed in the manner
herein prescribed for the repassage of a bill. ,

SEC. 17. The presiding officer of cach. house shalT
sign, publicly in the presence of the house over x•hich he
presides, while the same is in session, and capable of
transacting bttsiness, all bills and joint resolutions passed
by the general asembly.

The amendments to the constitution approved September C,1912, are printed in bold-faced type. Sections amended or
superseded are in small type. See note, page 2121.
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'SEc. t8. The style of the laws of this state shall be,
"`Be it enacted by the General Assetnbly of the State of
Ohio."

Sec. ig_ No senator or representative shall, during
3he tenn for which he shall have been elected, or for one
year thereafter, be appointed to any civil office under this
state, which shall be created or the emoluments of which
shall have been increased, during the term for which he
.shall have been elected.

SEc. 2o. The general assembly, in cases not provided
for in this constitution, shall fix the tenn of office and
the compensation of all officers; but no change therein
.shall affect the salary of any officer during his existing
3erm, unless the office be abolished.

Sec 2i. The general assembly sluzll determine, by
law, before what authority, and in what manner, the trial
of contested elections shall be conducted.

SEc. 22. No money shall be drawn froin the treasury,
except in pursuance of a specific appropriation, made by
law; and no appropriation shall be made for a longer
period than two years.

Sac. 23. The house of representatives shall have the
solc power of impeachment, but a majority of the ment-
.tners elected must concur therein. Impeachments shall
be tried by the senate; and the senators, when sitting for
that purpose, shall be upon oath or affirmation to do
justice according to law and •evidence. No person shall
be convicted without the concurrence of two-thirds of
the senators.

Ssc. 24. 1'he governor, judges, and all state officers,
may be impeached for any misdemeanor in office; but
judgment shall nut extend further than removal fronr
office, and disqualification to hold any office under the
authority of this state. The party impeached, whether
convicted or not, shall be liable to indictment, trial, and
judgment, according to law.

Sec. 25, All regular scssions of the general assembly
shall commence on the 'first Monday of Jannary, bien-
nially. The first session, under this constitution, shall
commence on the first Monday of January, one thousand
eight hundred and fifty-two.

Scc. 26. All laws, of a general nature, shall have a
uniform operation throughont the state; nor shall any
act, except such as relates to public schools, be passed, to
take effect upon the approval of any other authority
thatt the general assembly, except, as otherwise provided
in this constitution.

Ssc. 27. The election and appointment of all officers,
and the filling of all vacancies, not otherwise provided
for by this constitution, or the constitution of the United
States, shall be made in such manner as may be directgd
by law; but no appointing power shall be exercised by
the general assembly, extept as prescribed in this Consti-
tution, and in the election of United States senators; and
in these cases the vote shall be taken "viva voce."

SEC. 28. The general assembly shall have no power
to pass retroactive laws, or laws impairing the obliga-
tion of contracts; but may, by general laws, authorize
courts to carry into effect, upon such terms as shall be
just and equitable, the manifest intention of parties, and
officers, by curing omissions, defects, and errors, in in-

struments and proceedings, arising out of their want of
conformity with the laws of this state.

Szc. 29. No extra compensation shall be made to any
officer, public agent, or contractor, after the service shafl
bave been rendered, or 'the contract entered into; nor
shall any money be paid, on any claim, the subject matter
of which shall not ltave bcen provided fdr by pre-existing
law, unless such compensation, or claim, be allowed by
tivo-thirds of the members elected to each branch of the
general assembly.

Ssc. 3o. No new county shall contain less than four
hundred square miles of territory,-nor shall any county
be reduced below that amount; and all laws creating new
counties, changing connty lines, or removing county seats,
shall, before taking effect, be submitted to the electors of
the several counties to be affected thereby, at the next
general election after the passage thereof, and be adopted
by a majority of all the electors voting at such electton,
in each of said counties; bnt any county now or here-
after containing one ltundred thousand inhabitants, may
be divided, whenever a majority of the voters residing
in each of the proposed divisions shall approve of the
law passed for that purpose; but no town or city within
the same shall be divided, nor shalleither of the divisions
contain less thait twenty thousand inhabitants.

SEC. 31. The members and officcrs of the gencral as-
sembly shall receive a fixed compensation, to be pre-
scribed by law, and no other allowance or perquisites,
either in the payment of postage or otherwise; and no
change in their compensation shall take effect during
their tertn of office.

Sec. 32. The general assembly shall grant no divorce,
nor exercise any judicial power not herein expressly con-
ferred.

Sec. 33• Laws may be passed to secure to me-
chanics, artisans, laborers, sub-contractors and ma-
terial men, their just dues by direct lien upon the
property, upon which they have bestowed labor or
for which they have furnished materiaL No other
provision of the constitution shall impair or limit this
power.

Sec. 34. Laws may be passed fixing and regulating
the hours of labor, establishing a minimum wage, and
providing for the comfort, health, safety and general
welfare of all employes; and no other provision of
the constitution shall impair or limit this power,

Sec. 35. For the purpose of providing compensa-
tion to workmen and their dependents, for death, in-
juries or occupational diseases, occasioned in the
course of such workmen's employment, laws may be
passed establisbing a state fund to be created by com-
pulsory contribution thereto by employers, and ad-
ministered by the state, determining the terms and
condi ons upon which payments shall be made there-
from,and taking away any or all rights of action or
defenses from employes and employers; but no right
of action shall be taken away from any employe when
the injury, disease or death arises from failure of thc
employer to comply with any lawful requirement for
the protection of the lives, health and safety of em-
ployes. Laws may be passed establishing a board
which may be empowered to classify all occupations,

The amendments to the constitution approved September 3, 1912, are printed in Imld-faced type.
superseded are in small.type. See note, page 2121.

Sections amended or

048



PROCEEDINGS AND DEBATES 2127

Constitution of Ohio with Amentlments Approved by the People September 3, 1912.

according to their degree of hazard, to fsx rates of con-
tributioti to such fund according to such classificatica,
and to collect, administer and distribute sucb fund,
and to determine all rigbtsof claimants thereto.

Sec. 36. Laws may be passed to encourage forestry,
and to that end areas devoted exclusively to forestry
may be exempted, in whole or in part, from taxation.
Laws may also be passed to provide for converting into
forest reserves such lands or parts of lands as haveii
been or may be forfeited to the state, and to authorize
the acquiring of other lands for that purpose; also,
to provide for the conservation of the natural re-
sources of the state, including streams, lakes, sub-
merged and swamp lands and the development and
regufation of water power and the fonnation of drain-
age and conservation districts; and to provide for
the regtilation of methods of mining, weigbing,
measttrtng and rttarketing coal, oil, gas and all other
minerals.

Sec. 37- Except in cases of extraordinary emer-
gency, not to exceed eight hours shall constitute a
day's work, and not to exceed forty-eight hours a
week's work, for workmen engaged on any public
work carried on or aided by the state, or any political
sub-division thereof, whether done by contract, or
otherwise.

Sec. 38. Laws shall be passed providing for the
prompt removal from office, upon complaint and hear-
ing,of all of5cers, including state officers; judges and
mernbers of the general assembly, for any misconduct
involving moral turpitude or for other cause provided
by law; and this method of removal sball be in ad-
dition to impeachment or other method of removal

' authorized by the constitution.
Sec. 39. Laws may be passed for the regulation

of the use of expert witnesses and expert testimony
in criminal trials and proceedings.

Sec. 40. Laws may be passed providing for a sys-
tem of registering, transferring, ittsuring and guaran-
teeing land titles by the state or by the counties
thereof, and for settling and determining adverse or
other claims to and interests in, lands the titles to
which are so registered, insured or guaranteed, and
for the creation and collection of guaranty funds by
fees to be assessed against lands, the titles to which
are registered; and judicial powers with right of ap-
peal may by law be conferred upon county recorders
or other officers in matters arising under the operation
of such system.

Sec. 4:. - Laws shall be passed providing for the
occupation and employment of prisoners sentenced to
the several penal institutions and reformatories in the
state; and no person in any such penal institution
or reformatory while under sentence thereto, shall be
required or allowed to work at any trade, industry
or occupation, wherein or whereby bis work, or the
product or profit of his work, shall be sold, farmed
out, contracted or given away; and •goods made by
persons under sentence to any penal institution or
reformatory without the State of Ohio, and such goods
made within the State of Ohio, excepting those dis-

thereof or to any publfc institution owned, managed or
coatrofied by the state or any political sub-division
thereof, shall not be sold within this state unless the
same are conspicuously marked "prison made'. Noth-
ing herein contained shall be construed to prevent the
passage of laws providing that convicts may work
for, and that the products of their labor may be dis-
posed of to, the state or any political sub-division
thereof, or for or to any public institution owned or
managed and controlled by the state or any political
sub-division thereof.

ARTICLE III.

EXECUTIVE.

Suc. I. The executive departtnent shall consist of a
governor, lieutenant governor, secretary of state, auditor
of state, treasurer of state, and an attorney general, who
shall be elected on the first Tuesday after the first Mon-
day in November, by the electors of the state. and at the
places of voting for members of the general assembly.
(As amended Octnber 13, 1885•)

Si:c. 2. The govetnor, lieutenant governor, secretary
of state, treasurer, and attorney general shall llold their
offices for two years; and the auditor for four years.
Their terms of office shall commence on tlte second Mon-
day of January next after their election, and continue
until their successors are elected and qualified.

Sec. 3. The returns of every election for the officers
named in the foregoing section shall be sealed tip and
transmitted to the seat ofgovernment, by the returning
officers, directed to the president of the seiiate, who, dur-
ing the first week of the session, shall openand publish
them, and declare the result in the presence of a majority
of the members of each house of the general assembly.
The person having the highest number of votes shall be
declared duly elected; but if any two or more shall be
highest, and equal in votes, for the same office, one of
tliem shall be chosen by the joint vote of both houses.

SEC. 4. Should there be no sessiori of the general as-
sentbly in January next afteran election for any of the
officers aforesaid, the returns of such election sballbe
made to the secretary of state, and opened, and the re-
sult declared by the governor, in such manner as may be
provided by law.

SEC. S. The supreme executive power of this state
shall be vested in the governor.

Sec. 6. I3e may rcquire information, in writing,
from the officers in the executive department, upon any
subject relating to the duties of their respective oftices;
and shall see that the laws are faithfully executed,

SuC. 7. I-Ie shall commnnicate at everv session, by
ntessage, to the general assembly, the condition of the
state, and recommend silch mea>ures as he shall deern
expedient.

Soc. H. He may, on eztraordinan' occesiona, eonvene the gen-
ersl eeeembly Dy.pvoclamatlon, and ehall etate to bnth houeee,
wben aseemblefl, the pureoee for wbich they have been convened.

Sec. 8. The governor on extraordinary occasions
may convene the general assembly by proclamation
and shall state in the proclamation the purpose for
which such special session is called, and no other busi-

posed of to the state or any political sub-division I ness shall be transacted at such special session except
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that named in the proclamatiory or in a subsequent
public proclamation or tnessage to the general as-
sembly fssued by the governor during said special
session, but the general assembly may provid'e for the
expenses of the session and other xnatters incidental
thereto.

SEc. 9. In case of disagreement between the two
houses, in respect to the time of adjournment, he shall
have power to adjourn the general assembly to such time
as he may think proper, but not beyond the regular
meetings thereof.

SEC. io. He shall be commander-in-chief of the mili-
tary and naval forces of the state, except when they shall
be called into the service of the United States. -

SEc. ii. He shall have power, after conviction, to
grant reprieves, commutations, and pardons, for all
crimes and offenses, except treason and cases of impeach-
ment, upon such conditions as he may thinlc proper; sub;
ject, however, to such regulations, as to the manne.r of
applying for pardons, as may be prescribed by law.
Upon conviction for treason, he may suspend the execu-
tion of the sentence, and report the case to the general as-
sembly, at its next meeting, when the general assembly
shall either pardon, commute the sentence, direct its ex-
ecution, or grant a further reprieve. He shall com-
municate to the general assembly, at every regular ses-
sion, each case of reprieve, commutation, or pardon
granted, stating the name and crime of the convict, the
sentence, its date, and the date of the commutation, par-
don, or reprieve, with his reasons therefor,

SEC. 12. There shall be a seal of the state, which
shall be kept by the governor, and used by him officially;
and shall be called "The Great Seal of the State of Ohio."

Sse. 13. All grants and commissions shall be issued
in the name, and by the authority, of the state of Ohio;
sealed with the great seal; signed by the governor, and
countersigned by thesecretary of state.

Ssc. 14. No member of congress, or other person
holding office under the authority of this state, or of the
United States, shall execute the office of governor, ex-
cept as herein provided.

SEc. r5. In case of the death, impeachment, resigna-
tion, removal, or other disability of the governor, the
powers and duties of the office, for the residue of the
tertn, or until he shall be acquitted, or the disability re-
moved, shall devolve upon the lieutenant governor.

SEc. 16. The lieutenant governor shall be presideut
of the senate, bnt shall vote only when the senate is
equally divided; and in case of his absence, br impeach-
ment, or when he shall exercise the office of governor,
the senate shall choose a president pro tempore.

SEc. 17. If thelieutenant governor, while executing
the office of governor, shall be impeached, displaced,
resign or clie, or otherwise become incapable of perform-
ing the duties of the office, the president of the senate
shall act as governor, until the vacancy is filled, or the
disability removed; and if the president of the senate, for
any of the above causes, shall be rendered incapable of
performing the duties pertaining to the office of gov-
ernor, the same shall devolve upon the speaker of the
house of representatives:

SEc. x8. Should the office of auditor, treasurer, sec-

retary, or attorney general, become varant, for any of the
causes specified in the fifteenth section of this article, the
governor shall fill the vacancy until the disability is re-
moved, or a successor is elected and qualified. Every such
vacancy shall be filled by election, at the firstgmeral
lection that occurs more than thirty days after it shall
have happened; and the person chosen shall hold tbe.
office for the full term fixed in the second section of this
aroticle.

SEc. r9. The officers mentioned in this article shall,
at stated times, receive for their services, a compettsation
to be established by law, tvhich shall neither be increased
nor diminished during the period for which they shall
have been elected. -

SEc. 2o. The officers of the executive department
and of the public state institutions shall, at least five days
preceding each regular session of the general assembly,
severally, report to the govemor, who shall transmit such
reports, with his message to the general-assentbly.

ARTICLE IV.

JUDICIAL,

anC. 1. The judtetal pewm' of the Btate Ie vested m a enpreme
court, clrcult courta, courta of common P1rE$ cUUrts of probate,

of thoe,generaml¢aeeemLiy^mas fromltlma to¢thae
eetabnsh. (As amended October 9, t98a.)

Sec. r. The judicial power of the state is vested in
a supreme court, courts of appeals, courts of common
pleas, courts of probate, and such other eourts in-
ferior to the courts of appeals as may from time to
time be established by law.

3sc. 2. The eupreme court shaie unttt otherwlee-provide [pro-
Wded] by law, cronBlet of flve Iud 8 e, a majprSty of whom corn-
petent to Blt sball De neeesa nry to ¢erm a quorum or to pronounee
s declslen, exnePt as herninwfter providcd. It aha11 have original
jurladlc[ton 1n quo warrno[o, mandamva, Dabeae aorpus and pro-
cedendo. and euch aPDeliate lurladl¢tlon ea may bo Provtded by
law. It ehalt bold at )eeat ane term 1n ee.ch year at the seat oC
govetnment, and euCb Other tePlne, there or ¢leewhere, ae may be
provided by Iaw. The 7udBBe Of the eupreme court shall be
elec[ed bY the electore of the Btate at targe, for auch term, not
1¢ae }han flve yeare, ae the gen¢ral anaemhly maY Precribe, and
thaY ehall be elected aad thelr onlcisi term ehaLL begln at euch
Ume an may be flaed by 7aw. In case the general aeaembty shall
tacreaee tne number ¢[ euch jud ges, the flrat term ot each of
euch addttional ludgea eMll ba avch, tnat fn oaot ymr after their
ftret election, an equel number ¢[ judgee oC the aupreme court
absll be el9eted, exe2Pt to elections to flll vaoanclea; and whenever
the number oCauch. ludgee shall be lncr¢ased, the general aBaembty
may authoriae euch eeurt to organlse dlvlsinne thereof, not ex-
ceeding three, e&ch d1vf91on to eonelat of an equal number of
judx est for the adiudtcatton of ¢aaes, a majority of each dtvleton
shall conslntute a quorum, and such an eealgnm¢nt of the caaes
to each divlelon may be made as sach court may deem expedient,
but whenever all the Judgee oI etther dlvleton hear[ng a case ehall
put eoncur as to the )udgment to be rendered thereln, or when-
ever a case ehall lnvolve the constltutfonality of an act of the
general asaembly or of nn aet of congrees. St ehell be re¢erved to
the whole court foz adjudication. 'r'hc ,ludgee of the euPreme ecurt
tn o91Ce when thta amendment tahes effe¢t, shall contfnue to hold
their offiees until their aucceaeors are electod and quanqed. (As
amended October 9, 1983.)

Sec. a. The.supreme court shall, until otherwise
provided by law, consist of a chief justice and six
judges, and the judges now in office in that court shall
continue therein until the end of the terms for which
they were respectively elected unless they are re-
moved, die or resign. . A majority of the supreme court
shall be necessary to constitute a quorum or to pro-
nounce a decision, except as hereinafter provided. it
shall have original jurisdiction in quo warranto, man-
damus, habeas corpus, prohibition and procedendo,
and appellate jurisdiction in all cases involving ques-
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tions arising under the constitution of the United
States or of this state, in cases of felony on leave first

-obtained, and in cases which originated in the courts
of appeals, and such revisory jurisdiction of the pro-
ceedings of administrative.of6cers as may be conferred
by law. It shall hold at least one term in each year

.at the aeat of government, and such other terms,
.there or elsewhere, as may be provided by law. The
.judges-of the,supreme court shall be elected by the
electors of the state at large for such term, not less
than six years, as may be prescribed by law, and they
shall be elected, and their official term shall begin,
at such time as may now or hereafter be fixed by law.
Whenever the judges of the supreme court shall he
equally divided in opinion as to the merits of any
case before them and are unable for that reason to

. agree upon a judgraent; that fact shall be entered upon
-the record and such entry shall be held to constitute
an af6rmance of the judgment of the court below.
No law shall be held unconstitutional and void by

.the supreme court without the concurrence of at least
all but one of the judges, except in the affirmance of
a judgment of the court of appeals declaring a law
unconstitutionaf and void. , In rases of public or, great
general interest the supreme court may, within such
lindtation of time as may be prescribed by law, di-
rect any court of appeals to certify its record to the
supremecourt, and may review, and affirm, modify or
reverse the judgment of the court of appeals. All
cases pending in the supreme court at the time of the

.adoption of this amendment by the people, shall pro-
teed to judgment in the manner provided by existing
law. No law shall be passed or rule made whereby

. any person shall be prevented from invoking the
original jurisdiction of the supreme court.

gnc, & The state ebell be dlvlded tnto nine common Ple&s
districts, of which the county of Hemilton ehan eonetltuta one.

-of compact terrltory, and bounded by couhty Ilnes; and cuch of
eald dietriota cenalettng or thrae or more counttee, eball be
subdivided into' three Parta, of compact territory, bounded by
county anea and ea nearlY epual 1. population as practlcable; In
cach of which, one Judge of the oourt of common Pleas for eald

-dletrlct snd realding therein, ehall be elected by the electors of
sald subdlvlsion. Courts of common pleen shall be held, by one
or more of these Judges, In ever Y county In the dt®trlct, as often
as may be provided by law; and more than one caurt, or snting
thereof, may be held at the same time in each d(strict

Sec. y. One resident judge of the court of common
pleas, and such additional resident judge or judges as
-may be provided by law, shall be elected in each
county of the state by the electors of such county;

-and as mnny courts or sessions of the court of corn-
mon pleas as are necessary, may be held at the same
time in any county. Any judge of the court of com-
-mon pleas may temporarily preside and hold court
in any county; and until the general assembly shall

-make adequate provision therefor, the chief justice of
the supreme court of. the state shall pass upon the
-disqualification or disability of any judge of the court
of common pleas, and he may assign any judge to any
county to hold court thereia

Sse. 4. The jnrisdiction of the courts of common
-pleas, and of the judges thereof shall be fixed by law.

Ssc. 5. [Repeated October 9, 1883.1
aec. 6. The circuit eourt ehaIl bave ]Ike origlnal Jurlsdtc-

'tton with the supreme court, and eneh aDDenate Mrledletlon ae

may be Drovlded by law. auCb courts shell be compoeed of ruch
number of Judgea as may be Drovlded bY iaw. and shall be held
In each county, at.leest once ln each year. Tbe number of air-
culta, and the boundaries thereof, ehall be yreecribed bY iaw.
auch Judgee ehan be elected in each circuit by the electers thereof,
and at auch time and for euch term ea may be prescribed bY law,
e.nd the eame number ehali be eleeted In eaoh elreult . Eseh JndgL
ehall be co,npetent to eiereteehfs Judtcial powere ln anyclrau^
The general assembly may chenge, from time to tlme, the number
or boundartea of the clrcuits. The circuit courts shall be 4he evo-
eeesore of the district courle, and all cases. judgmente.,record&
and proceedings pending in said district ceurte, 1- the eeYarat
countlee of anv dlstrict, shall be transferred to the circuit cearta
In the several counttes, and be Droceeded ia eethough eatd dletrtet
courts had not baen abotiehed, and the die[rlet onurte sbeli con-
nnue in existence until the ¢leetion and quallncatlon of the Judgae
of the eircnlt cnurta. (As amended October a, taat.)

Sec. 6. The state shall be divided into appellate
districts of compact territory bounded by county hnes,
in each of which there shall be a court of appeals con-
sisting of three judges, and until altered by law the
circuits in which circuit courts are now held shall con-
stitute the appellate districts aforesaid. The judges
of the circuit courts now residing in their respective
districts shall be the judges of the respective courts
of appeals in such districts and perforrn the duties
thereof until the expiration of their respective terms
of office. Vacancies caused by the expiration of the
terms of office of the- judges of the courts of appeals
shall be filled by the electors of the respective ap-
pellate districts in which such vacancies shall arise.
Until otherwise provided by law the terrtr of office
of such judges shall be six years. Laws may be passed
to prescribe the time and mode of such election and to
alter the number of districts or the boundariesthereof,
but no such change shall abridge the term of aily
judge then in of5ce- The court of appeals shall hold
at least one term annually in each county in the dis-
trict and such other terms at a county seat in the dis-
trict as the judges may determine upon, and the
county commissioners of any county in which the
court of appeals shall hold sessiona shall make proper
and convenient provisions for the holding of such
court by its judges and officers. Each judge sbail be
competent to exercise judicialpowers in any appellate
district of the state. The courts of appeals shall con-
tinue the work of the respective circuit courts and all
pending cases and proceedings in the circuit courts
shall proceed to judgment andbe determined by the
respective courts of appeals, and the supreme court,
as now provided by law, and cases brought into said
courts of appeals after the taking effect hereof shall
be subject to the provisions hereof, and the circuit
courts shall be merged into, and their work continued
by, the courts of appeals. The courts of appeals shall
have original jurisdiction in quo warranto, rnandamus,
habeas corpus, prohibitionand procedendo, and ap-
peâate jurisdiction in the trial of chancery cases, and,
to review, afiirm, modify, or reverse the judgments of
the courts of common pleas, superior courts and. other
courts of record within the district as may be provided
by law, and judgments of the courts of appeals shall
be final in all cases, except cases.involving questions
arising under the constitution of the United States or
of this state, cases of felony, cases of which it has
original jurisdiction, and cases of public or great gen-
eral interest in which the supreme court may direct
any court of appeals to certify its record to that court.
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No judgtnent of a court of common pleas, a superior
court or other court of recordshall be reversed except
by the concurrence of all the judges of the cdurt of
appeals on the weight of the evidence, and by a ma-
jority of such court of appeals upon other questions;
and whenever the judges of a court of appeals find
that a judgment upon which they have agreed is in
confiict with a judgment pronounced upon the same
question by any other court of appeals of the state,
the judges shall certify the record of the case to the
supreme court for review and final determination.
The decisions in all cases in the supreme court shall
be reported, together with the reasons theretor, and
laws may be passed providing for the reporting of
cases in the courts of appeals. The chief justice of
the supreme court of the state shall determine the dis•
ability or disqualification of any judge of the courts
of appeals and he may assign any judge of the courts
of appeals to any county to hold court

judicial district for which they may be created, but not-
for a longer term of office than five years.

SEC. I1_ . [Repesled October 9, 1883•1
aeC. 12. The ludges of the eourts of common pleas shntt, whna

In otnce, reslda 1n the dietrlet for which they are elected; and their
term of ofnce shan be fer five yee+s.

Sec. zs. The judges of the courts of common pleas-
shall, while in office, reside in the county for whtch-
they are elected; and their term of office shall be for
six years.

SEc. 13. In case the office of any judge shall become
vacant, before the expiration of the regular term for
which he was elected, the vacancy shall be filled by ap-
pointment by the governor, until a successor is elected
and qualified; and such successor shall be elected for the
Stnexpired tel'm, at the first annual election that occurs
nlore than thirty days after the vacancy shall have hap-
pened.

S=c: 14. The judges of tile supreme court, and of

uou It.wiuen s
herehullabe labcourl o^fereconl eacil ai aii'umca,obLL^a I the court of common pleas, shall, at stated times, receive, -

holden br nne. 5udge, elected by the. voters of the eounty. who for their services, such compensationas may be provided
ahau hold hia office ror the term of three years, e.nd shnu re- by law, which shall not be diminished, or increased, dur-
eefve sac
tees, or hUuLR

compensatlou,
, as shall he m'

Duvnble
ovtdetl ou Dt)' Iofnw.the tountY treaeurY, or by -i their term of office; but they shall receive no fees.

Sec. 7. There.. shall be established in each county,
a probate court, which shall be a court of record, open
at all times, and holdcn by dne judge, elected by the
electors of the,county, who shall hold his office for
the term of fout years, and shall receive such com-
pensation, payable out of the county treasury, as shall
be provided by law. Whenever ten per centum of
the number of the electors voting for governor at the
next preceding election in any county having less than
sixty thousand population as determined by the next
preceding federal census, shall petition the judge of
the court of common pleas of.any such county not less
than ninety days before any general election for
county officers, the judge of the court of common pleas
shall submit to the electors of such county the ques-
tion of combining the probate court with the court of
common pleas, and such courts shall be combined
and shall be known as the court of conunon pleas in
case a majority of the electors voting upon such
question vote in favor of such combination. Notice
of such election shall be given in the same manner as
for the election of county offi.cers. Elections may be
had in the same manner for the separation of such
courts, whemonce combined.

Sec. B. The probate court shall have jurisdiction in
probate and testamentary matters, the appointment of ad-
ministrators and gttardians, the settlement of the ac-
connts of executors, administrators, and guardians, and
such jurisdiction in habeas corpus, the issuing of mar-
riage licenses antl for the sale of land by exectuors, ad-
nlinistrators, and guardians, and such other juriscliction,
in any county or counties, as may be provided by law.

Suc. U. A eompetent number of ,tustlcee of the peace shall be
el6cted by the electors. Sn each townahtp Ln the several counttes.
Their term of o91ce shall be three years, and thelr powers and
dutlea ehnll be regulated by lew.

or perqnisites, nor hold any other office of profit or trust,
tinder the authority of this state, or the United States.
All votes for eithet'of them, for any elective office, except
a judicial office, undel- the authority of this state, given..
by the general assembly, or the people, shall be void.

Stoc. 16. The general assembly may lncrense, or diminfsh, the-
number of the judges of the sapreme court, the number of the
districts of the court of common Plees, the number of judges tn
anv dlstrict, change the districts, or the eubdtvlslons thereof, or-
establlsh otber courts, whenever two-thirds of the members elected
to oaeh house shall conour therein; but no such chnnge. addition,
or dimtnution, shall uacate the office of any judge.

Sec. r5. Laws may be passed to increase or di-
minish the number of judges of the supreme court, to
increase beyond one or diminish to one the number
of judge.s.of the court of common pleas in any county,
and to establish other courts, whenever two-thirds
of the members elected to each house shall concur
therein; but no such change, addition or diminution
shall vacate the office of any judge; and any existing
court heretofore created by law shall continue in ex-
istence until otherwise provided.

Schedule.

If the foregoing amendment shall be adopteH by'
the electors, the judges of the courts of common pleas
in office, or elected thereto prior to January first, 1g13,
shall hold their offices for the term for which they
were elected and the additional judges provided
for herein, shall be elected at the general election in
the year x914; each county shallcontinue as a part-
of its existing common pleas distric't and sub-division
thereof, until one resident judge of the court of com-
mon pleas is elected and qualified therein.

Sec. 16. There shall be elected in each county, by
the electors theemf, one clerk of the court of common
pleas, who shall hold his office for the terni of three,

Sec. 9. [Repealed September 3, 1912.] years, and until his successor shall be elected and qtlali-
Sec. to. All judges, other than those provided for in fied. He sllall, by virtue of his office, be clerk of all

this constitution, shall be elected by the electors of the other conrts of record held therein; but, the general as-

The amendments to the constitution approved September 3, 1912, are printed in bold-faced type. Sections amended or
superseded are in s,nall type. See note, page 2121.
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sembly may provide, by law, for the election of a clerk,
-with a like term of office, for each or any other of the
courts of record, and may authorize the judge of. the
probate court to perfomt ttte duties of clerk for his court,
under such regulations as may be directed by law.
Clerks of courts shall he removable for such cause and in
snch ntanner as shalt be prescribed by law.

SEc. ty. Judges may be removed from office, by con-
current resolutiatt uf buth houses of the general as-
sembly, if two-thirds of the members, elected to eacb
house, concur therein; but no such removal shall be
ntade, except upon complaint, the substance of which
shall be entered on the journal, nor, until the party
charged shall bave had notice thereof, and an oppor-
tuntty to be heard.

SEC. 18. The several judges of the supreme court,
of the corrtmon pleas, and of such other courtsas may be
created, shall, respectively, have and exercise such power
and jurisdiction, at chambers, or otherwise, as may be di-
rected by law.

Sm ig. The general assembly may establish courts
of conciliation, and prescribe their powers and duties;
but such courts shalt not render final judgment in any
case, except upon subntission, by. the parties, of the mat-
ter in dispute, ancl their agreement to abide such judg-
ment.

SEc. 2o. The style of all process shall be "The State
of Ohio;" all prosecutions shall be carried on, in the
name; and by the authority, of the state of Ohio; and al2
indictments shall conchtde, "against the peace and dignity
of the state of Ohio."

SEc. 22. [21]. A commission, which shall consist of
five members, shall be appointed by the governor, with
the advice and consent of the senate, the members of
which shall Itold office for the terrtt of three years from
and after the first day of February, 18y6, to dispose of
such part of the business then on the dockets of the su-
preme court, as shall, by arrangement between said com-
missior and said cottrt, be transferred to such commis-
sion; and said commission shall have like jurisdiction
and power in respect to such business as-are or may be
vested in said court; and the members of said commis-
sion shall receive a like compensation for the time being
with the judges of.said court. A majority of the mem-
bess of said commission shall be necessary to form a
quorum-or pronounce a decision, and its. decision shall
be certified, entered, and enforced as the judgments of
the supreme court, and at the expiration of the term of
said commission, ail business undispose4 of shall by it be
certified to thc supreme court and be disposed of as if
said commission had never existed. The clerk and re-
porter of said court shall be the clerk and reporter of
said commission, and the commission shall have such
other attendants not exceeding in number those pro-
vided by law for said court, which attendants said com-
mission may appoint and remove at its pclasttre. Any
vacancy occurring in said cotnmission, -shall be ftlled
by appomtment of the governor, witle the advice and con-
sent of the senate, if the senate be in session, and if the
senate be not in session,.by the governor, bttt in stich last
case, such appoinhnent shall expire at the end of the
next session of the general assembly. The general as-

seinbly may, on appIication of the sapretne court dniy
entered on the journal.of the court and certified, provide
by law, whenever two-thirds of snch [each] house shall
concur therein, from tinie to time, for the appointment,
in like manner, of a like commission with like powers,
jurisdiction and duties; provided, that the term of any
such commission shall not exceed two years, nor shall it
be created oftener than ottce in ten years.

ARTICLE V.

ELECTIVE FRANCHISE.

Every white male citizen of the UnitedSEC. I.
States, of the age of twenty-one years, wltosllall have
been a resident of the state one year next preceding the
election, and of the county, township, or ward, in which
he resides, such tiine as may he provided by law, shall
have the qualifications of an elector, and be etrtitled to
vote at all elections.

SEC. 2. All election; shall be by ballot.
Ssc. 3. Electors, during their attendance at elecxious.

and in going to, and returning therefrom, shall he priv-
ileged from arrest, in all cases, except treason, felon.i.
and breach of the peace. "

SEC. 4. The general assembly sliall have power to
exclude front the privilege of.vottng, or of being eligible
to office, any person convicted of bribery, perjury, or
other infamous crinie.

SEc. S. No person in the ntilitary, naval, or mariue
service of the United States, shall, by being stationed in
any garrison, on military, or naval station, within the
state, be considered a resident of this state.

Snc. 6. No idiot, or insane person, shall be entitled
to the privileges of an elector.

Sec. 7. All nominations for elective state, district,
county and municipal offices shall be made at direct
primary elections or by petition as- provided by law,
and provision shall be made by law for a preferential
vote for United States senator; but direct primaries
shall not be held for the nomination of township offi-
cers or for the officers of municipalities of less than
two thousand population, unless petitioned for by a
majority of the electors of such township or munici-
pality. All delegates from this state to the national
conventions of political parties shall be chosen by
direct vote of the electors. Each candidate for such
delegate shall state his first andsecond choices for
the presidency, which preferences shall be printed
upon the primary ballot below the name of such can-
didate, but the natne of no candidate for the presi-
dency shall be so used without his written authority.

AR'fICLE VI.

EDUCATTON.

SEc. r. The principal of all funds, arising from the
sale, or other d'tsposition of lands, or other propetrty,
granted or entrusted to this state for educational and
religious purposes, shall foreverbe preserved inviolate,
and undiminished; and,the income arising tlterefrom,
shall be faithfufly applied to the specific objects of the
original grants, or appropriations. .

7he amendments to the constitution approved September 3, 1912, are printed in bold-faced type. Sections amended or
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Scc. 2. 'f'hc general assenibly shall make such pro-
visions, by taxation; orotherwise, as, witll the income
arising from the school trust fund, will secure a thor-
ough avd efficient system of common schools throughout
the state; but no religious or other, sect, or sects, shall
ever have any exclusive right to, or control of, any part
of the school funds of this state.

Sec. 3, Provision shall be made by law for the
organization, administration and control of the public
school system of the state supported by public funds:
provided, that each school district embraced wholly
or in part within any city shall have the power by
referendum vote to determine for itself the number
of members and the.organization of the district board
of education, and provision shall be made by law for
the exercise of this power by such school districts.

Sec. 4. A superintendent of public instruction to
replace the state commissionei of common schools,
shail be included as one of the officers of the executive
department to b:° appointed by the governor, for the
term of four years, with the powers and duties now er, never erea ter ecome a jo nt owner, or stoc o
exercised by the state commiseioner of common ,Ilry company or association in this state, or etsewhere,
schools until otherwise provided by law, and withl ^urrtled for any purpose whatever.such other por^ers as may be provided by law. 10

SEC: 5. The state shall never assnme the debts of
Schedule. my county, city, town, or township, or of any corpora-

I tion whatever, nnless such tlebt shall have been created

torsIf it
th_ fx

shall
egofng

take effect
amendment

and bebecome a
adopted pby

art the
of elec-the I to rcpel invasion, suppress insurrection, or defeod titc

constitution cn the second Monday of July, 1913. ^tate.in war.

-ARTICLE VII.

PURLItI I NSTITUTinNS.

anh b f f h'f tI

be applied to the purpose for which it was obtainctl, or
to repay the debts so contracted, and to no other pur-
pose whatever.

SEc. 2. In addition to the above linrited power, the
state may contract debts to repel invasion; suppress in-
surrection, defentl the state in war, or to redeem the
present outstanding indebtedness of the state; birt the
money, arising trom the contracting of such debts, shall
be applied to the purpose for whidt it was raised, or to
repay such debts, and to no other purpose whatever;
and all debts, incurrecl to redeom the present outstanding
indebtedness of the state, shall'be so contracted as to be
payable by the sinking fund, hereinafter provided far,
as the same shall accumulate.

SEC. 3. Except the debts above specified in sections
one and two of this artide; no debt whatever shall here-
after be created by or on behalf of the state.

SLC. 4. The crerlit of the state sirail not, in any ntan-
ner, be given or loaned to, or in aid of, any individual
association or corporation whatever; nor shall the state

ih f b kh ld i

^ Ssc. 6. The Beneral assembly shall never authorize any conn[y.
^ city, town, or towneLip, by vote of Itv citizens, or otherwise. ,o
become a stockhotder tn any ,{otnt stock company, corporanon. or
dNBOclatfon whatever; ,or to ra15e money tor, ol' loan Itw C18atl
to, or in aid of, any soch company. Corporntlon or nsSUClntion.

e m.n ntnu,lons or e ene it otSec. l. . e, Sec. 6. No laws shall be passed authorizing any
blind, and cSeaf and dumb, sltall always be fosteTed and . ovnty, city, town or township, by vote of its citiaens.
supporteti by the state; and be subject to snch reguta-I

h
or otherwise, to become a stockholder in any jointr crihed b assemblenerales thca cy puons as nr y g ^ lly" `?tock company, corporation, or association whatever;

bh he penttenttary s a eScc. 2. The dtrectors of t
appointed or electetl hr such manner as the general as-
sembly may direct; and the trustees of the henevolent,
and other state instihttions, now elected bv the general
assembly, ancl of such other state instittrtions, as ntav
be hereafter created, slialt be appointed by the governor,
by and with the advice and consent of the senate; ancl

or to raise money for, or to laan its credit to, or in
aid of, any such company, corporation, or association:
provided, that nothing in this section shall prevent
the insuring of public buildings or property in mutual
insurance associations or companies. Laws may be
passed providing for the regulation of all rates charged
or to be charged by any insurance company corpora-,

upon all nommattons made bS• the governor, the 9uest0n tion orassociation organized under the laws of this
shall be taken by yeas and nays, and entcred upon tbe state, or doing any insurance business in this state
journals of the senate. ,for profit

Sxc. 3. The governor shall have power to hll vacan-
cies that tnay occur in the offrces aforesaid, itntil ttte
next session of the general assembly, and, until a suc-
cessor to his appointee shall be confirnterl and ynalihed.

ARTICLE VIII.

PUNLIC DEBT ANO PURLIC WORKS.

Sec. I. The state may contract clebts to snpply
casual deficits or failures in revenues, or to nteet es-
penses not otherwise provided for; but ttre aggreeate
amount of such debts, direct and contingent, ivhether
contracted by virtLie of one or more acts of the gen-
eral assembly, or at different periods of time, shalf neve

Ssc. 7. The faith of the state being pledged for t!:e
payment of its public clebt, in order to provide therefor.
tltere shall be createtl a sinking fund, which shall he
auffcient to pay the accnting interest on snch debt, and.
nnuallv, to reduce the principal tltereof, bp a sum not

less than one Inmdred thousand dollars, increased yearly:
and each and every year, by compounding, at the rate
of six per cent. lier annutn. The said sinking ftnld
shall consist, of the net annual income of the public
works and stocks owned by the state, of arn- other funda
:x resources that are, or may be, provided by law, and
of such ftrrther snm, tn be raised by taxatiott, as tnal•
Se required for the purposes aforesaid.

exceed seven hundred and fifty thousand tlollars.; anc SEc. 8. The aorlitor of state, secretar: ef state, antt
the money, arising froni the creation of such debts, shall aitorney gcneral, are hereby created a Lc,ard of com-
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missioners, to be styled, "The Commissioners of the
SinkingFund."

SEC. 9. The comritissioners of the sinking fund shall,
immediately preceding each regular session of the gen-
eral assembly, make an estimate of the probable amount
of the fund, provided for in the seventh section of this
article, from all sources except from taxation, and re-
port the same, together with all their proceedings relative
to said fund and the public debt, to the governor, who
shall transmit the same with his regular message, to the
general assembly; and the general assembly shall make
all necessary provision for raising and disbursing said
sinking fund, in pursuance qf the provisions of this
article.

SEC. 10. It shall be the duty of the said commis-
sioners faithfulIy to apply said fund, together tvith all
moneys that may be, by the general assembly, appro-
priated to that object, to the payment of the interest, as
it becomes due, and the redemption of the principal of
the public debt of the state, excepting only, the school
and trust funds held by the state.

Sac. I I. The said commissioners shall, semi-annually,
nlake a full and detailed report of their proceedings to
the governor, who shall, immediately, cause the same to
be published, and shall also communicate the same to the
general assembly, forthwith, if it be in session, and if not,
theti at its first session after such report shall be made.

anc. 12. So IonS ee this state shalt have pubila works which
require supertntendence, there shall be a board or public worke,
to consiet of three members, who shall be elected by the peopie,
at the arst seneral election after the adoptton of this consntution
ane tor the term of one year, one tor the term or two years, and
One for the term of three years; ahwho ehaimnoia hieaoeofor
ehall be electzd annually thereafter,
three yeere.

Sect. r2. So long as this state shall have public
works which require superintendence, a auperin-
tendent of public works shall be appointed by the
governor for the term of one year, with the powers
and duties now exercised by the board of public
works until otherwise provided by law, and with such
other powers as may be provided by law.

Schedule.

Section rg of article VIII is hereby repealed.

aec. 13. The powers and duties of said board of pubilc wOrks,
and ite several metnbere, and thetr compensation, sha11 be eucb
ae new ar4 or may be, prescribed by law.

SEC. 13. [Repeated September 3, 1912.]

ARTICLE IX.

SI?c. 3. The governor shalt appoint the adjutant gen-.
eral, quartermaster general, and such other staff offrcers,
as may be provided for by law. Majors general, briga-
cliers general, colonels, or commandants of regiments,
battalions, or squadrons, shall, severally, appoint their
staff, and captains shall appoint their non-commissioned
officers and musicians.

SEC. 4. The governor shall commission all officers of
the.line and staff, ranking as such; and shall have power
to call forth the nvlitia, to execute the laws of the state, .
to suppress insurrection, or to repel invasion.

SEc. 5. The general assembly shall provide, by law,
for the protection and safe keeping of the public arms.

ARTICLE X.

COUNTY AND Ttl{VNSHIP ORGANIZATIONS.

SEc. i. The general assembly shall provide, by law,
for the election of such county and township officers as
may be necessary.

Stic: 2. County officers shall be elected on the first
Tuesday after the first Monday in Noventbcr, by the
electors of each county in such manner, and for snch
term, not exceeding three years, as may be provided by
law. (As amended October 13, 1885,)

St:c. 3. No person shall be eligible to the office of
sheriff, or county treasurer, for more than four years, in
any period of six years.

SI=.c. 4. Township officers shall he elected by the
electors of each towttship, at such time, in such manner,
and for such term; not exceeding three years, as may
be provided by law; but shali hold their offices until
their successors are elected and qualified. (A s a+nended
Ocdober 13, 1885.)

SEC. S. No money sltall be drawn from any county
or township treasury, except by authority of law.

SEc. 6. Justices of the peace, and county and town-
ship officers, may be removed, in sttch manner and for
such cause, as shall be prescribed by law.

Sac. 7. The commissioners of counties, the trustees
of townships, and similar boards, shall have such power
of local taxation, for police purposes, as may be pre-
scribed by law.

ARTICLE XI.

APPORTIONMENT.

SEc. I. The apportionment of this state for menFbers
of the general assembly shall be made every ten years,
after the year one thottsand eighthundred and fifty-one,
in the following manner: The whole population of the
state, as ascertained by the feder,al census, or in sueh
other mode as the general assembly may direct, shall be
divided by the ntimber "one hundred," and the qttotient
shall be the ratio of representation in the house of rep-
resentatives, for ten years next sttcceeding such appor-
tionment.
I SEC. 2. Every county having a population equal to
one-half of said ratio, shall be entitled to one representa-
tive; every cottnty, containing said ratio, and three-
fourths over, shall be entitled to two representatives:
every county containing three times said ratio, shall he
entitled to three representatives; and so on, reouiring
after the first two, ar- entire ratio for each adilitional

MILITIA.

SEc. i. All white male citizens, residents of this state,

being eighteen years of age, and under the age of forty-
five years, shall be enrolled in the militia, and perform
military duty,_in such manner, not incompatible with the
constitution and laws of the United States, as may be
prescribed by law.

Snc. a. Majors general, brigadiers general, colonels.
lieutenant colonels, majors, captains, and subatterns, shall
be elected by the persons sttbject to military duty, in their
respective districts.

The amendmeuts to the constitution approved 3eptember 3, 1912, are printed in bold-faced type. Sections amended or
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represcntative. Provided, however, that each county Putnam, the thirty-third. For the first decennial period,
shall have one representative. (As amended November after the adoption of this constitution, each of said dfs-
3, t9a2.)

Sec. 3. When any county shall have a fraction above
the ratio, so large, that being multiplied by five, the re-
stilt will be equal to one or tnore ratios, additional rep-
resentatives shall be apportioned for such ratios, among
the several sessions of the decennial period, in the fol-
lowing manner: If there be only one ratio, a representa-
tive shall be allotted to the fifth session of the decennial
period; if there be two ratios, a representative shall be
allotted to the faurth and third sessions, respectively;
if three, to the third, second, and first sessions, respect-
ively; if four, to the fourth, third, second, and first ses-
sions, respectively.

Sec. 4. Any county, forming with another county or
counties, a representative district, during one decennial
period, if it have acquired sufficient population at the
next decennial period, shall be entitled to a separate rep-
resentation, if there shall be left, in the district from
wbich it shall have been separated, a population suffi-
cient for a representative; but no such change shall be
made, except at a regular decennial period for the ap-
portionment of representatives.

SEC. 5. If, in fixing any subsequent ratio, a county,
previously entitled to a separate representation, shall have
less. than the number required by the new ratio for a
representative, sue.h county shall be attached to the
county ad)'oining it, having the least number of inhali-
itants; and the representatton of the district, so formed,
shall be determined as herein provided.

SEc. 6. The ratio for a senator shafl forever, here-
after, be ascertained by dividing the whole population
of the state by the number thirty-five.

Ssc. 7. The state is hereby divided into thirty-three
senatorial districts, as follows: The county of Hamilton
shall constitute the first senatorial district; the counties
of Butter and Warren, the second; Montgomery and
Preble, the third; Clermoat and Brorvn, the fourth;
Greene, Clinton, and Fayette, the fifth; Ross and High-
land, the sixth; Adams, Pike, Scioto, and Jackson, the
seventh; Lawrence, Gallia, Meigs, and Vinton, the
eig0th; Athens, Hocking, and Fairfield, the ninth; Frank-
lin and Pickaway, the tenth; Clark, Champaign, and Mad-
ison, the eleventh; Miami, Darke, and Shelby, the
twelfth; Logan, Union, Marion, and Hardin, the thir-
teenth; Washington and Morgan, the fourteenth; Mus-
kingum and Perry, the fifteenth; Delaware and Licking,
the sixteenth; Knox and Morrow, the seventeenth; Co-
shocton and Tuscarawas, the eighteenth; Guernsey and
Monroe, the nineteenth; Belmont and Harrison. the
twentieth; Carroll and Stark, the twenty-first; Jefferson
and Columbiana, the twenty-second; Trumbull and Ma-
honing, the twenty-third ; Ashtabula, Lake, and Geauga,
the twenty-fourth; Cuyahoga, the twenty-fifth; Portage
and Stnnmit, the twenty-sixth; Medina and Lorain, the
twenty-seventh; Wayne and Holmes, the twenty-eighth;
Ashland and Richland, the twenty-ninth; IIuron, Erie,
Sandusky, and Ottawa, the thirtieth; Seneca, Crawford,
and Wyandot, the thirty-first; Mercer, Auglaize, Allen,
Van Wert, Paulding, Defiance, and Williams,the thirty-

tricts shall be entitled to one senator, except the first
district, which shall be entitled to three senators.

SEc. S. The same rutes shall be applied, in appor-
tioning the fractions of senatorial districts, and in an-
nexing districts, which may hereafter have less than
three-fourths of a senatorial ratio, as are applied to rep-
resentative districts.

SEC. 9. Any county forming part of a senatorial dis-
trict, having acquired a population equal to a full sena-
torial ratio, shall be nlade a separate senatoriat district,
at any regular decennial apportionment, if a full sena-
torial ratio shall be left in the district from which it shall
be taken.

Sec. to. For the first ten years, after the year one
thousand eight hundred and fifty-one, the apportfobment
of representatives shall be as provided in the schedule,
and no change shall ever be made in the principles of
representation, as herein established, or, in the senatorial
districts, except as above provided. All territory, belong-
ing to a county at the time of any apportionment, shall,
as to the right of representation and suffrage, remain an
integral part thereof, during the decennial period.

SEc. rt. The governor, auditor, and secretary of
state, or any two of them, shaH at least six months prior
to the October election, in the year one thousand eight
hundred and sixty-one, and, at each decennial permd
thereafter, ascertain and determine the ratio of repre-
sentation, according to the decennial census, the number
of representatives and senators each county or district
shall be entitled to elect, and for what years, within the
next ensuing ten years, and the governor shall cause the
same to be ptthlished, in such manner as shall b., directed
by law..

JUDICIAL APPORTIONMENT.

Snc. 12, For judicial purposes, the state shall be ap-
portioned as follows:

The county of Hamilton, shatl constitute the first dis-
trict, which shall not be subdivided; and the judges
therein, may hold separate courts or separate sittings of
the same court, at the same time.

The counties of Butler, Preble, and Darke, shall con-
stitute the first subdivision; Montgomery, Miami, and
Charnpaign, the second; and Warren, Clinton, Greene,
and Clark, the third subdivision, of the second district;
and, together, shall form such district.

The counttes of Shelby, Auglaize, Allen, Hardin, Lo-
gan, Union, and Marion, shall constitute the first sttb-
division; Mercer, Van Wert, Putnam, Paulding, De-
fiance, Williams, Henry, and Fulton, the second; and
Wood, Seneca, Hancock, Wyandot, and Crawford, the
third subdivision, of the third district; and, together,.
shall form such district.
- The counties of Lucas, Ottawa, Sandusky, Erie, and

Huron, shall constitute the first subdivision; Lorain,
Medina, and Summit, the second; and the county of
Cuyahoga, the third subdivision, of the fourth district;
and, together, shall fonn such district.

The counties of Clermont, Brown, and Adams, shall
constitute the first subdivision; Highland, Ross, and

second;.and Hancock, Wood, Lucas, Fulton, Henry and I Fayette, the second; and Pickaway, Franklin, and Madi-
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son, the third subdivision, of the fifth district; and, to-
gether, shall form such district.

The counties of. Licking, Knox, and Delaware, shall
constitute the first subdivision; Morrow, Richland, and
Ashland, the second; and Wayne, Holtnes, and Coshoc-
ton, the third subdivision, of the sixth district; and, to-
gether, shall form such district.

The counties of Fairfield, Perry, and Hocking, shall
constitute the first subdivision; , Jackson, Vinton, Pike,
Scioto, and Lawrence, the second; and Gallia, Meigs,
Athens, and Washington, the third svbtGvisidn, of the
seventh district; and, together, shall form such district.
' The counties of Muskingum and Morgan, sliall con,

stitute the first subdivision; Guernsey, Belrnont, and
Monroe, the second; and Jefferson, Harrison, and Tus-
txrawas, the third subdivision, of the eighth district;
and, together, shall form such district.

The counties of Stark, Carroll, and Columbiana, shall
constitute the first subdivision; Trunlbttll, Portage, and
Mahoning, the second; and Geatiga, Lake, and Ashta-
bula, the third subdivision, of the ninth tlistriet; and,
together, shall form such district.

Ssc. 13. The general assembly shall attach any new
counties, that may hereafter be erected, to such districts,
or subdivisions thereof, as shall be most.convenient.

ARTICLE XII.
PINANCE AND TAXATION.

5W, L Th¢ levying of laxee, by the pon, le grievous and
opyreeeive: therefore, the general aeuembly she]I never levy a
poll tax; for cuunty or state purpeees.

Sec. t. No poll tax shall ever be levied in this state,
or service required, which may be commuted in money
or other thing of value.

9®c. 1 Lavre shall be pussed taxing by a unlform rute, an mon-
eys, credits, mveGtments In bonds, stOCke lolnt stock companies, or
otherwlee^ and also all real and persojwl property accordlng to
Its tnte velue m money, eacepnng bonds of tba etate ur Ohto,
bonds of anY city, village, hamlet cnunty, or township In this
etate, and bonds lssuad in behatr of the public schonb ot Obio and
tbe meane of Lnatruction In connection therewith, which bonds
shall be ezempt from taxation^ but burying Srnunde, public
school housee, houses used exclueively for publlo o/m'ehip, inetltu-
tioae of nur'ely pnbllo oharity. publla property used eaclustvely for
any public purpose, and personat propertY, to an amount nol
ezcegeeding tn value two hundred dollaca, tor eaah tndlvidual. may,

sali nboa elubleel be nlteretlo^n foromep 8 tto and bthawalue'hof all
property, so erempted, shnll, from time to time. bn eacertatned
and unblleh¢d as maY be directed bY law. (As amended Novem-
ber 7, 7900.) ,

Sec. s. Laws shall be passed, taxing by a uniform
rule, all moneys, credits, investments in bonds, stocks,
joint stock tompanies, or otherwise; and also all real
and personal property according to its true value in
money, excepting all bonds at present outstanding of
the State of Ohio or of any city, village, hantlet,.county,
or townabip in this state or which have been issued
in behalf of the public schools in Ohio and the means
of instruction in connection therewith, which- bonds
so at present outstanding sttall be exempt from tax-
ation; but burying grounds, public school houses,
houses used exclusively for public worship, institu-
tions used exclusively for charitable purposes,
public property used exclusively for any public pur-
post, and personal property, to an amount not ex,
ceeding in value five hundred dolSafs, for each indi-

tion; but all such laws shall be subject to alteration
or repeal; and the value of all property, saexempted,
shall, from time to time, be ascertained and published
as may be directed by law.

Sec. 3. The general assentbly shall provide, by taw;
for taxing the notes and bills discounted or purchased,
moneys loaned, and all other property, effects, or dues,
of every description, (witltout deduction,) of all banks,
now existing, or hereafter created, and of all bankers,
so that all property employed in banking, sltall always
bear a burden of taxation, eqnal to that imposed on the
property of individuals.

Sec., q. The generat
ing revenue, sufficient to
for each year, and also
terest on the state debt.

assenlbly sltalt provide for rais-
defray the expenses of the state,
a sufficient sum to pay the in-

Sxc. S. No tax shall be levied, except in ptu'suance.
of ]aiv; and every law iutposinlg a kax, shall state, lis-
tiuctly, the object of the same, to Frtiich otrty, it shall bC
applied.

snc. E. The state ehall never contruet anl debt Lur purpabex
of tnternrrl impiovement.

Sec. 6. Except as otherwise provided in this con-
stitution the state shall never contract any debt for
purposes of internal improvement.

Sec. 7. Laws may be passed providing for the taxa-
tion of the right to receive, or to succeed to,.estates,
and such taxation may be uniform or it• may be so
graduated as to tax at a higher rate the right to receive,
or to succeed to, estates of larger value than tb estates
of smaller value. Such tax may also he levied at dif-
ferent rates upon collateral and direct inheritances,
and a portion of each - estate not exceeding twenty
thousand dollars mpy be exempt from such taxation.

Sec. S. Laws may be passed providing for the tax-
ation of incomes, and such taxation may be either
uniform or graduated, and may be applied to such in-
comes as may be designated by law; but a part of
each annual income not exceeding three thousand dol-
lars may be exempt from such taxation.

Sec. g.. Not less than fifty per centum of the income
and inheritance. taxes that may be collected by the
ctate shall be returned to the city, village or township
in which.said income and inheritance tax[es] originate.

Sec. ro. Laws may be passed providing for excise
and franchise taxes and for the imposition of taxes
upon the production of coal, oil, gas and other min-
erals.

Sec. rx. No bonded indebtedness of the state, or
any political subdivisions thereof, shall be incurred
or renewed unless, in the legislation under which
ruch-indebtedness is incurred or rehewed, provision
is made for levying and coBecting annually by
:axation an amount sufficient to pay the interest
on said bonds, and to provide a sinking fnnd for their
final redemption at maturity.

ARTICLE XIII.

CORPORA'rIONS.

SEC. I. The general assembly shall pass no special
vidual, may, by general laws, be exempted from taxa- 'act conferring corporate powers.

The amendments to the ronstitution approved September R. 19L?, are priuted in bold-faced type. Sections amended or .
enperseded are in small type. See note, page 2121.
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Bac. 2. Corporatione may be formed under general taws: but all
such laws may, from time to time, be alterea or repealed.

Sec. 2. Corporations may be formed under gen-
eral laws; but all such laws may, from time to time,
be altered or repealed. Corporations may be classi-
fied and there may be conferred upon proper boards,
commissions or officers, such supervisory and regu-
kttory powers over their organization, business and
issue and sale of stocks andsecurities, and over the
business and sale of the stocks and securities of for-
eign corporations and joint stock companies in this
state, as may be prescribed by law. Laws may be
passed regulating the sale and conveyance of other
personal property, whether owned by a corporatioil,
joint stock company or individual.

aec. S. Duea from private corporations sball be secured by
such meann an may be preecrlbed by law, but in ne case shall any

t
stock o ned byluh^lor hel'.ll

(
As a

othsr^
mendetl November 3h t

e
9p3.)atd

Sec. g. Dues from private corporations shall be
secured by such means as may be prescribed by law,
but in no case shall any stockholder be individually
Gable otherwise than for the unpaid stock owned by
him or her; except that stockholders of corpora-
tiotis authorized to receive money on deposit shall
be held individually responsible, equally and ratably,
and not one for another, for all contracts, debts, and
engagements of such corporations, to the extent of
the amount of their stock therein, at the par value
thereof, in addition to the amount invested in such
shares. No corporation not organized under the laws
of this state, or of the United States, or person; part-
nership or association shall use the word "bank",
"banker" or "banking", or words of similar meaning
in any foreign language, as a designation or name
under which business may be conducted in this state
unless such corporation, person, partnership or asso-
ciation shall submit to inspection, examination and
regulation as may hereafter be provided by the laws
of this state.

SEc. 4. The property of corporations, now existing or
hereafter createcl, shall forever be subject to taxation,
the same as the properly of individuals.

SEC. S. No rightof way shall be appropriated to the
use of any corporation, until full compensation therefor
be first made in money, or first secured by a deposit of
money, to the owner, irrespective of any benefit from any
improvement proposed by such corporation; which corn-
pensation shall be ascertained by a jury of twelve men,
in a court of record, as shall be prescribed by law.

SEc. 6. The general assembly shall provide for the
organization of cities, and incorporated villages, by.gen-
erat laws, and restrict their power of taxacion, as.,es::
lnent, borrowing nioney, contracting debts and loaning
their credit, so as to prevent the abuse of such power.

SEC. 7. No act of the general assembly, authorizing
associations with banking powers, shall take effect unti!
it shall be submitted to the people, at the general electior
next succeeding the passage thereof, and be approved by
a majority of all the electors, voting at such election.

ARTICLE XIV. •

JUHISPHUDENCE.

Sec. 1. The general assembly, at its first session after
the adoption of this constitution, sha11 provide for the
appointment of three commissioners, and prescribe their
tenure of office, compensation, and the mode of filling
vacancies in said commission.

Sec. 2. The said commissioners shall revise, reform,
snnplify, and abridge the practice, pleadings, forms, and
proceedings of the courts of remrd of this state; and,
as far as practicable and expedient, shall provide for the
abolition of the distinct forms of action at law, now in
use, and for the administration of justice by a uniform
mode of proceeding, without reference to any distinction
between law and equity.

SEC. 3. The proceedings of the commissioners shall,
from time to time, be reported to the general assembly,
and be subject to the action of that body.

ARTICLE XV.

MrSCELLANEOUS.

SEc. r. Columbus shall be the seat of government,.
until otherwise directed by law.

aa,0. 2. The prlnting of the lawn lournnla bnle, tegtelattve
documents and papere for each brandb of the general assembly.
wtth the printing required foz the zeautive and other depart-
ments df state.shan be let, on contract, to the loweet responsible
bldder, by epch exeounve onlcere, and in eueh manner, an ehalt be
prescrlbed by taW.

Sec. 2. The printing of the laws, journals, bills,
legislative documents and papers for esch branch of
the general assembly, with the printing required for
the executive and other departments of state, shall be
let, on contract, to the lowest responsible bidder, or
done dtrectly by the state in such manner as shall be
prescribed by law. All stationery and supplies shall
be purchased as may be provided by law.

SEc. g. An accurate and detailed statement of the
receipts and expenditures of the public money, the sev-
eral amourits paid, to whom, and on ivhat account, shall,
fronm time to time, be published, as shall be prescribed
by law.

SEc. ¢ No person shall be elected or appointed to
any office in this state, unless he possesses the qualifica-
tions of an elector.

Ssc. S. No person who shall hercafter fight a duel,
assist in the same as second, or send, accept, or know-
ingly carry, a challenge therefor, shall hold any office in
this state.

SEc. 6. Lotteries, and the sale of lottery tickets, for
any purpose whatever, sball forever be prohibited in this
state_

SEc. 7. Every person chosen or appointed to any
,ffice under this state, before entering upon the discharge
if its duties, shall take an oatll or atHrmation, to support
lie Constitution of the United States, and of this state,

and also an oath of office.
Sec. 8. There may be established, in the secretary of

rate's office, a bureau of statistics, under such regulations
as may be prescribed bv law.

The amendments to the constitution approved September 3, 1912, are printed in bold-faced type. Sections amended or
sunerseded are in small type. See note, page 2121.
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Sec. 9. License to traffrc in intoxicating liquors
shall be granted in this state, and license laws oper-
ative throughout the state shall be passed with such
restrictions and regulations as may be provided by
law, and municipal corporations shall.be authorized by
general laws to provide for the limitation of the num-
ber of saloons. Laws shall not be passed autborizing
more than one saloon in each township or municipal-
ity of less than five hundred population, or more than
one saloon for each five hundred population in other
townships and municipalities. Where the traffic is
or may be prohibited under laws applying to counties,
municipalities, townships, residence districts, or otber
districts now prescribed by law, the traffic shall not
be licensed in any such local sub-division while any
prohibitory law is operative therein, and nothing
herein contained shall be so construed as to repeal,
modify or suspend anv such prohibitory laws, or any
regulatory laws now in force or hereafter enacted, or
to prevent the future enactment, modification or repeal
of any prohibitory or regulatory laws. License to
traffic in intoxiwting liquors shall not be granted to
any person who at the time of making application
theiefor is not a citieen of the United States and of
good moral character. License shall not be granted
to any applicant who is in any way interested in the
buainess conducted at any other place where intoxi-
cating liquors are sold or kept for sale as a beverage
nor shaU such license be granted unless the applicant
or applicants are the only persons in any way peclmi-
.arily interested in the business for which the license
is sought and no other person shall be in any way
imerested therein during the continuance of the
license; if such interest of such person shall appear,
-the Ucense shall be deemed revoked. If any licensee
is more tban once convicted for a violation of the laws
in force to regulate the traffic in intoxicating liquors,
bis license shall be deemed revoked, and no license
shall thereafter be granted to him. •License to traffic
in intoxicating liquors shall not be granted unless the
place of traffic under such license shall be loeated in
the county in which the person or persons reside
wbose duty it is to grant such license, or in a county
adjoining thereto. The word "saloon" as used in this
section is defined to be a place where intoxicating
7iqtmrs are sold, or kept for sale, as a beverage in
quantities less than one gallon.

At said election a ballot shall be in the followiilg
:form:

Intoxicating Liquors,

IJ For License to tra&c in intoxicating I
I ^ liquors.-

Against License to traffic in intoxicat-
ing liquors. I

The voter shall indicate his choice by placing a
-cross-afark within the blank space opposite the words
"Fer Licenee," if he desires to vote in favor of the

article above mentioned and opposite the words
"Against License," within the blank space if he de-
sires to vote against said article. If a cross-mark is
placed opposite both phrases or neither phrase, then
the vote upon the subject sball not be counted.
. If the votes for license shall exceed the votes against

license, then the article above mentioned shall become
section g of article XV of the constitution, and the
present section g af said article, alsq known as sec-
tion iS of the sebedtile shall be repealed.

Sec. ro, Appointments and promotions in the civil
service of the state, theseveral counties, and cities,
shall be made according to merit and fitness, to be
ascertained, as far as practicable, by competitive ex-
aminations. Laws shall be passed providing,for the
enforcement of this provision.

ARTICLE.XVI.

AMENDMENTS.
aBC. L Either branch of the general assembly may propose

amendmente to this constitutlon- and. If tbe eame ehaU ba agreed
to by three-flfthe of the memfiere elected to each huoee such
propased amendments shaU be entered on the journals, wtth the
yeae and naye, and ehall be publlehad In at least one nuwepaper
In each county ot the state, where a newspaper Is publtshed, for
stx months preceding tha next eleetton for. senators nhd repreaen-
tattves, at which time the same shaU be submitted to the electors,
for their approval or re,fection^ and It a majority nf.the electate.
voting at euch electlon eball ^aflopt euch amendments, the same
Rhnn beCame a par[ of U,E constitution. When more than 4ne
amendment ehall be ouDmltted at the same time, they shall be
so eubntttted as to enable the aleatore to vote on aaah- amend-
ment, eeparatetp.

I Sec. x. Either branrh of the general assembly may
propose amendments to this constitution; and, if the
same shall be agreed to by three-fifths of the members
elected to each house, such proposed amendments
shall be entered on the journals, with the yeas and
nays, and shall be submitted to the electors, for their
approval or rejection, on a separate ballot without
party designation of any kind, at either a special or a
general election as the general assembly may pre-
scribe. Such proposed amendments shall be pub-
lished once a week for five consecutive weeks preced-
ing such election, in at least one newspaper in each
county of the state, where a newspaper is published.
If the majority of the electors voting onthe same
shall adopt such amendments the same shall become
a part of the constitution. When more than one
amendment shall be submitted at the same time, they
shall be so submitted as to enable the electors to vote
on each amendment, separately.

8nc. 2. Whenever two-thirds of the membe>a etectedto each
brnnclt of ge revlefe, ass emb

ly, or c
shalt

aan anthla eo^eqL¢Hov, o Mna oooventbn, t g they
sbaU recommend to the electors to vote, at the next elecnon for
mombere to the general assembly, for or agalaot a conventfon:
and 1f a mejority of all tbe eleetom, vonng at sald eleetion, ehall
bave voted for a conventtun. the general aesembly ehan. at their
next seselon, provide, by law, for calling the eame. The eonven-
non sban coneleGof as mauy membere as the hovae of reFrasen-
tatfvee, who ahall be chosen 1n the eame msnner, and ehall meet
within thr¢e months after thelr election, for the purpoae, afore•
aatd.

Sec. 2. Whenever two-thirds of the members
elected to each-branch of the general assembly, shall
think it necessary to call a convention, to revise,
amendor change this constitution, they shall recom-
mend to the electors to vote on a separate ballot with-
out party. designation of any kind at the next election
for members to the general assembly, for or against

The amendments to the constitution appraved September 3, 1912, are printed in bold-faced type. Sections amended ar
superseded are in small type. See note, page 2121.
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a convention; and if a majority of all the electors,
voting for and against the calling of a convention, sball
bave voted for a convention, the general assembly
shall, at their next session, provide, by law, for call-
ing the same. Candidates for'members of the consti-
tutional convention shall be nominated by nominating

works sha11 be such even number of years not exceeding
six (6) years as may be so prescribed; and the term Of
office of all elective county, township, municipal and
school officers shall be such even number of years not
exceeding four (4) years as may be so prescribed.

And the general. assembly shall have power to so ex-
petitions only and shall be voted for upon one inde- tend existing terms of office as to affect {effect) the
pendent and separate ballot without any emblem or ^ pttrpose of section r of this article,
party designation whatever. The convention shall ,Any vacancy which may accttr in any elective state
consist of as many members as the house of repre-
sentatives, who shall be chosen as provided by law,
and shall meet within three months after their eleo-
tion, for the purpose, aforesaid.

rhot alxl- ei[;ntt hundredrandlseventy onee"amldhineach [wenneth
vear thereafter, the quesuon: 'Bhall there be a convention to
revtse, alter, or amend the cunatttunoh," shall be submitted to
the electors of the stale; and, In oase a majorlty of ull the electos,
roting at such electlon, shall decide In favor of a convention, the
general assembly , at its next eesmon, shall provide, by law, for
the ele<t/on of 'deleSStes, end the nssemhling of such uonventlon,
as J. provlded In the precedtng sectlou; but no amendment of
thte nonatttutton, agreed uyon b- any Conventlon assembled In
pursuance of thie article. shall take effect, until the same shall
have beeo aubmltted to the electoxs of the etate, and adopted by
a majority of those voting thereon.

Sec. g. At the general election to be held in the
ycar one thousand nine hundred and thirty-two, and
in each twentieth year thereafter, the question •"Sall

office other than that of a member of the general as-
sentbly or of governor, shall be filled by appointment by
the governor until the disability is removed, or a suc-
cessor elected and qualified. Every srtch vacancy shall
be filled by election at tlte first general election for the
office which isvarant, that occurs more than thirty (30)
clays after the vacancy shall have occurred. The person
elected shall fill the office for the unexpired term. All
vacancies in other elective officesshall be filled for the
unexpired term in such manner as may be prescribed by
lair. (As amended November 7, 190$.)

SEc. 3, Every elective officer holding office when this
anlendment is adopted, shall continue to hold such office
for the full term for which he was elected, and until his
successor sltall be elected and qualified as provided by

there be a convention to revise, alter, or amend the j law. ADTT^TLs Vr1TTT
consnmuontrJsnett pC 6uplnIICen IV F1C CICGLVLIi
of the state; and in case a majority of the electors,
voting for and against the calling of a convention,
shall decide in favor of a convention, the general
assembly, at its next session, shall provide, by law,
for the election of delegates, and the assembling of
such convention, as is provided in the preceding sec-
tion; but no amendment of this constitution, agreed
upon by any convention assembled in pursuance of
this article, shall take effect, until the same shall have
been submitted to the electors of the state, and
adopted by a majority of those voting thereon.

ARTICLE XVII,

ELEC7IONS.

SEc. I. Llections. for state and county offtcers shall
be held on the first Tuesday after the first Monday in
\ovember in the even numbered years; and all elections
for all other elective officers shall be held on the first
Tttesclay after the first Monday in November in the odd
nunibered years. (As amended November 7, 1905.)

SEc. 2. The term of office of the governor, lieutenant
governor, attorney-general, secretary of state and treas-
urer of state shall be two. years, and that of the attditor
of state shall be four years. The term of office of judges
of the supreme court and circuit courts shali be such
even number of years not less than six ( 6) years as may
be prescribed by the general assembly; that of the judges
of the common pleas court six (6) years and of the
judges of the probate court, four (4) years, and that of
other judges shall be such even number of years not ex-
ceeding six (6) years as may be prescribed by the gen-
cral assembly. 'ilte term of office of justices of the peace
shall be such even number of years not exceeding four
( 4) yezrs, as may be prescribed by the general assembly.
The term of office of the members of the board of public

MUNICIPAL CORPORATIONS.

Sec. r. Municipal corporations are.hereby ctassi-
fied into cities and villages. All such corporations
having a population offive thousand or over shall
be cities; all others shall be villages. The method
of transition from one class to the other shall be
regulated by law.

Sec. 2. Genetal laws shall be passed to provide £or
the incorporation and government of cities and vil-
lages; and additional laws may also be passed for
the government of municipalities adopting the same;
but no such adciftional law shall become operative in
any municipality until it shalI have been submitted
to the electors thereof, and affirmed by a majority
of those voting thereon, under regulations to be es-
tablished by law.

Sec. g. Municipalities shall have authority to exer-
cise all powers of local self-government and to adopt
and enforce within their limits such lor-al police, san-
itary and other similar regulations, as are not in con-
flict with general laws.

Sec. 4. Any municipality may acquire, construct,
own, lease and operate wthin or witbout its corpomte
limits, any public utilfty the product or service of
which is or is to be supplied to the municipality or
its inhabitants, and may contract with others for any
such product or service. The acquisition,of any snch
public utility may be by condemnation or otherwise,
and a munfcipality may acquire thereby the use of,
or full title to, the property and franchise of any com-
pany or person supplying to the municipality or its
inhabitants the service or product of any such utility.

Sec. S. Any municipality proceeding to acquire,
construct, own, lease or operate a public utility, or to
eontract with any person or company therefor, shall

The amendments to the constitution approved September 3, 1912, are printed in 8old-faced type. Sections amended of
snpersededare in small type. See note, page 2121.
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act by ordinance and no such ordinance shall take
effect until after thirty days from its passage. If
within said thirty days a petition signed by ten per
centum of the elecmrs of the municipality shall be
filed with the executive authority thereof demanding
a referendum on such ordinance it sbalt not take effect
until submitted to the electors and approved by a
majority of those voting thereon. The submission
of any such question shall be governed by all the
provisiona of section 8 of this article as to the sub-
missfon of the question of choosing a charter com-
mission.

Sec. 6. Any municipality, owning or operating a
public utility for the purpose of supplying the service
or product thereof to the municipality or its inhabi-
tants, may also sell and deliver to others any trans-
portation service of suchutility and the surplus pro-
duct of any other utility in an atuount not exceeding
in either case fifty per centum of the total service or
product supplied by such utility within the munici-
pality. -

Sec. 7. Any municipality may frante and adopt or
amend a charter for its government and may, subject
to the provisions of section g of this article, exercise
thereunder all. powers of local self-government.

Sec. S. The legislative authority of any city or
village may by a two-thirds vote of its members, and
upon petition of ten per centum of the electors shall
forthwith, provide by ordinance for the submission to
the electors, of the question, "Shall a commission be
chosen to frame a charter[?]." The ordinance pro-
viding for the submission of such question shall re-
quire that it be submitted to the electors at the next
regular municipal election if one shall occur not less
than sixty nor more than one hundred and twenty
days after its passage; otherwise it shall provide for
the submission of the question at a special election to
be called and held within the time aforesaid. The
ballot containing such question shall bear no party
designation, and provision shall be made thereon for
the election from the municipality at large of fifteen
electors who shail constitute a commission to frame
a charter; provided that a majority of the electors
voting on such question shall have voted in the affirm-
ative. Any charter so framed shall be submitted to
the electors of the municipality at an election to be
held at a time fixed by the charter commission and
within one year from the date of its election, pro-
vision for which shall be made by the legislative au-
thority of the municipality in so far as not prescribed
by general law. Not less than thirty days prior to
such election the clerk of the municipality shall mail
a copy of the proposed charter to each elector whose
name appears upon the poll or registration books of
the last regular or general election held therein. If
such proposed charter is approved by a majority of
the electors voting thereon it shall become the charter
of such municipality at the time fixed therein.

Sec. g. Amendments to any charter framed and
adopted as herein provided may be submitted to the
electors of a municipality by a two-thirds vote of the
legislative authority thereof, and, upon petitions
signed by ten per centum of the electors af the muni-

2139

cipality setting forth any such proposed amendment,
shall be submitted by such legislative authority. The
submission of proposed amendments to the electors
shall be governed by the requirements of section 8 as
to the submission of the question of choosing a char-
ter commission; and copies of proposed amendments
shall be mailed to the etectors as bereinbefore pro-
vided for copies of a proposed charter. If any such
amendment is approved by a majority of the electors
voting thereon, it shall become a part of the charter
of the municipality. A copy of said charter or any
amendment thereto shall be certified to the secretary
of state, within thirty days after adoption by a refer-
endum vote.

Sec. ro. A municipality appropriating or other-
wise acquiring property for public use may in further-
ance of such public use appropriate or acquire an
excess over that actually to be occupied by the im-
provemem, and may sell such excess with such re-
strictions as shall be appropriate to preserve the im-
provement made. Bonds may be issued to sup?`
the funds in whole or in part to pay for the excess
property so appropriated or otherwise acquired, but
said bonds shall be a lien only against the property
so acquired for the imProvement and excess, and
they shall not be a liability of the municipality nor
be inciuded in any mitation of the bonded indebted-
ness of such, mumc itipality prescribed by law.

Sec. it. Any natnicipatfty appropriating private
property for a public improvement may provide money
therefor in part by assessments upon benefited prop-
erty not in excess of the special benefits conferred
upon such.property by the improvements. Said as-
sessments, however, upon all the abutting, adjacent,
and other property in the district benefited, shall in
no case be levied for more than fifty per centum of
the cost of such appropriation.

Sec. 12. Any municipality which acquires, con-
structs or extends any public utility and desires to
raise money for such purposes may issue mortgage
bonds therefor beyond the general iimit of bonded in-
debtedness prescribed by law; provided that such
mortgagebonds issued beyond the general limit of
bonded indebtedness prescribed by law shall not im-
pose any l9ability upon such municipality but shall
be secured only upon the property and revenues of
such public utility, including a franchise stating the
terms upon which, in case of foreclosure, the purchaser
may operate the satae, which franchise shall in no
case extend for a longer period than twenty years
from the date of the sale of such utility and franchise
on foreclostue.

Sec. Ig. Laws may be passed to limit the power of
municipalities to levy taxes and incur debts for local
purposes, and may require reports from municipalities
as to their ffnancial condition and transactions, in
such form as may be provided by law, and may pro-
vide for the examination of the vouchers, books and ac-
counts of all municipal authorities, or of public un.
dertakings conducted by such authorities.

Sec. 14. All elections and subntissions of questions
provided for in this article shall be conducted by the
election authorities prescribed by general law. The

The amendments to the constitution approved September 3, 1912. are printed in bold-faced type. Section aniended or
supereerled are in smali type. See note. page 21?1.
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parcentage ofelectors required to sign any petition
provided for herein shall be based upon the total vote
cast at the last preceding general municipal election.

Schedule.

If the foregoing amendment to the constitution be
adopted by the electors and become a part of the con-
stitution, it shall take effect on November iSth, 1912.

SCHEDULE.

(1851)
Sec. i. All laws of this state, in force on the first

day of September one thousand eight hundred and fifty-
one, not inconsistent with this consthution, shall continue
in force, until amended, or repealed.

Sec. 2. The first election for members of the general
assembly, under this constitution, shall be held on the
second Tuesday of October, one thousand eight hundred
and fifty-one.

Snc. 3. The first election for governor, lieutenant
governor, auditor, treasurer, and secretary of state and
attorney general, shall be held on the second Tuesday of
Oktober, one thousand eight hundredand fifty-one. The
persons, holding said offices on the first day of Septem-
ber, one thousand eight hundred and fifty-one, shall con-
tinue therein, until the second Monday of January, one
thousand eight hundred and fifty-two,

Scc. 4. The first election for judges of the supreme
court, courts of comu:on pleas, and probate courts, and
clerks of the courts of common pleas, shall be held on the
second Tuesday of October, one thousand eight hundred
and fifty-one,. and the official term of said judges and
clerks, so elected, shall commence on the second Monday.
of Febritary, one thousand eight hundred and fifty-two.
Judges and clerks of the courts of common pleas and
supreme court, in office on the first day of September,
one thousand eighthundred and fifty-one, shall continue
in office with their present powers and duties, until the
second Monday of February, one thousanrl eight hundred
atid fifty-two. No suit or proceeding, pending in any of
the courts of this state, shall be affected by the adoption
of this constitution.

SEO. $. The register and receiver of the land office,
directors of the penitentiary, directors of the bencvolent
institutions of the state, the state librarian, and all other
officers, not otherwise provided for in this constitntion,
in office on the first day of September, one thousand
eight hundred and fifty-one, shall continue in office, until
their terms expire, respectivcly, nnless the general as-
sembly shall otherwise provide.

SEc. 6. The superior and conimercial courts of Cin-
cinnati, and the superior court of Cleveland, shall remain,
until otherwise provided by law, with their present powers
and jurisdiction; and the judges and clerks of said courts,
in office on the first day of September, one thousand
eigbt hundred and fifty-one, shall continue in office, until
the expration of their terms of office, respectively, or,
until otherwise provided by law; but neither of said
courts shall continue after the second Monday of Feb-
ruary, one, thousand eight hundred and fifty-three; ancl I largest population.

The amendments to the constitution approved September 3, 1912, are printed in bold-faced type Scction arnended or
superseded are in small type. See note, page 2121.

no suits shall be commenced in said two first mentioned
courts, after the seeond Monday of February, onethou-
sand eight hundred and fifty-two, nor in said lastimen-
tioned court, after the second Monday in August,^one
thousand eight hundred and fifty-two; and all busmess in
either of said courts, not disposed of within the-time
limited for their continuance as aforesaid, shall be trans-
ferred to the court of common.pleas.

Sac, y. All county and township of8cers and justices
of the peace, in office on the first day of September, one
thousand eight hundred and fifty-one, shall continue in
office until their terms expire, respectively.

Sec. 8. Vacancies in office, occurring after the '6rst
day of September, one thousand eight hundred and fifty-
one, shall be filled, as is now prescribed by law, and
until officers are elected or appointed, and qualified,
under this constitution.

Si'.c. g. This constitution shall take effect, on the first
day of September, one thousand eight huedred and
fifty-one.

SEc. ro. All officers shall continue in office,until
their snccessors.shall be chosen and qualified.

Ssc. i r. Sttits pending in the supreme court in-b'ank,
shall be transferred to the supreme court `provided for
in this constitution, and be proceeded in according to
law.

SEC. r2. The district courts shall, in their respective,
counties, be the successors of the present supreme court;
and all suits, prosectitions, judgments, records, and pro-
ceedings, pending and remaining in said supreme cotirt,
in the several counties of any district, shall be transferred
to the respective district courts of such counties, and be
proceeded in, as though no change had been 'made in said
supreme court.

SFC. 13. The said courts of common pleas, shall be
the successors of the present courts bf common pfeas in
the several counties, except as to probate jurisdiction;
and all suits, prosecutions, proceedings, records and
judgments, pending oi- heing in said last mentioned courts,
except as aforesaid, shall be transferred to the courts
of conimon pleas created by this constitution, and pro-
ceeded in, as though ttte same had been thereih instituted.

SEC. r4. The probate courts provided for in this coin-
stitation, as to all matters within the jurisdiction con-
ferred upon said courts, shall be the successors, in the
several counties, of the present courts of common pleas;
and the records, files, and papers, business and proceed-
ings, appertaining to said jurisdiction, shall be trans-
ferred to said courts of probate, and be there proceeded
in, according to law.

SEc. 15. Until otherwise provided by law, elections
for judges andclerks shall be held, and the poll books
returned, as is provided for governor, and the ahstract
therefrom, certified to the secretary of state, shall be by
him opened,in the presence of the governor, who shall
declare the result, and issue commissions to the persons
electeed.

Sec. 16. Where two or more cotmties are joined in
a senatorial, representative, or judicial district, the re-
turns of electionsshall be sent to the county, having the
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. SF,S 17. The foregoing constitution shall be sub-I
mitted to the electors of the state, at an election to be
held on the third Tuesday of June, one thousand eight
hundred and fiftyone, in the several election districts of
this state. The ballots at such election shall be written
orprintedas follows: Those in favor of the constitution,
"New Constitution, Yes;" those against the constitution,
"New Constitution, No," The polls at said election shalt
be apened lietween the hours of eight and ten o'clock
A. as., and closed at six o'clock P. M-; and the said elec-
tion shall be conducted, and the returns thereof maae
and certified, to the secretary of state, as provided by
law for annual elections of state and county officers.
Within twenty days after such election, the secretary of
state shall open.the returns thereof, in the presence of
the governor; and, if it shall appear that a majority of
all thevotes, cast at such election, are in favor of the
constitution, the governor shall issue his proclamation,
stating that fact, and said constitution shall be the con-
stitution of the state of Ohio, and not offierwise..

ssc. 18. At the time when the votee of the electors ahen be
talren for the adoCtinn or rejection af Ihls eonentutbn, the ad-
dniouall eectlon, in the words following, to-wit: "No ncenee to
tranle ta lntoxlcating aquora shall hereafter be granted m this
e.tate: but the general aseembly may, by law, provide egainat
ev11e resulting therefrom," slaall be aeparately eubmltt9d to the
eleCtore foD adoption or rejection, In ferm Yonowing, to-wlt: A
eelwrate ballot may ba given bY every eloctor and deposited fn a
separate boz Upon the banote given for sald separate amond-
ment shall be written or printed, or partly written and paruy
printed, the words: "Licenee to eeil Intoricating nqunre, Yes";'
and upon the ballots glven agalnet said amendment, bi like man-
net, the wotds: "License to sell Intoxira.ting liquors, No." if,
at the sald eiection, a majority of all the votee given for and
agamst said amendment, shall contalntbe wordse 'License-tu
soil intoxicnting liquors, No." then the sald.amendment eball be
a separate sectlon of artlete fifteen of th6 tonetltutlon.

^See section 9, article XV.]

Sec. xg. The apportioument of the housc of rcpre-
sentatives, during the first decennial period under this
constitution, shall be as follows:

Tt1e counties of Adams, Allen, Athens, Auglaize, Car-
roll, Champaign, Clark, Clinton, Crawford, Darke, Dela-
waie, Erie, Fayette, Gallia, Geauga, Greene, Hancock;
I-Iarrison, Hocking, Holmes, Lake, Lawrence, Logan,
Madison, Marion, Meigs, Morrow, Perry, Pickaway,
Pike, Preble, Sandusky, Scioto, Shelby, and Union, shall,
severally, be entitled to one representative, in each session

of the decennial pettiod.

The counties of Franklin, Licking, Montgomery, and
Stark, shall each be entitled to two representatives, in
each session of the decennial period.

The counties of Ashland, Coshocton, Highland, Huron,
Lorain, Mahoning, Medina, Miami, Portage, Seneca,
Stuntnit, and Warren, shall, severally, be entitled to one

912.
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representative, in each session; and one additional rep-
resent8tive in the fifth session of the decennial period.

The counties of Ashtabula, Brown, Butler, Clermont,
Fairfield, Guernsey, Jefferson, Knox, Monroe, Morgan,
Richland, Trumbtill, Tuscarawas, and Washington, shall,
severally, be entitled to one representative, in each ses-
sion; and two additional representatives, one in the third,

and one in the fourth session of the decennial period.

The counties of Belniont, Columbiana, Ross and
Wayne, shall, severally, be entitled to one representative,
in each session; and three additional representatives, one
in the first, one in the second, and one in the third session
of the decennial period.

The county of Muslfingum shall be entitled to two
representatives, in each session; and one additional rep- "
resentative, in the fifth session, of the decennial period.

The county of Cuyahoga shall be entitled to two rep-
resentatives, in each session; and two additional repre=
sentatives, one in the third, and one in the fourth session
of the decennial period.

The county of Hamilton shall be entitled to seven rep-
resentatives, in each session; and four additional repre-
sentatives, one in the first, one in the second, one in the -
third, and one in the fovrth session, of the decennial

period.

The following counties, until they sha0 haveacquired
a suf6cient population to entitle them to elect, separately,
tmder the fourth section of the eleventh article, shalf
form districts in manner following, to-wit: The counties.
of Jackson and Vinton, one district; the counties of
Lucas and Fultoil, one district; the counties of Wyandot
andHardin, one district; the counties of Mercer and
Van Wert, one district; the counties of Paulding, De-
fiance, and Williams, one district; the counties of Put-
nam and Henry, one district; and the counties of Wood
and Ottawa, one district; each of which districts shall
be entitled to one representative, in every session of the

decennial period.

Done in convention, at Cincinnati, the tenth day of
March, in the year of our Lord; one thousand eight hun-
dred and fifty-one, and of the independence of the United
States, the seventy-fifth.

Scttedule.

The several amendments passed and submitted by
this convention when adopted at the election shall
take effect on the first day of January, 1913, except
as otherwise specifically provided by the schedule at-
tached to any of said amendments. All laws then

The amendments to the conatitution approved September 3, 1912, are printed in bold-faced type. Sectioa amended or
saperseded are in small type. See note, page 2121. -

063



2142 CONSTITUTIONAL CONVENTION OFIOHIO

ConstituRion of Ohio with Amendanents Approved by the PeopleSeptember 3, zgzz

in force, not ina>nsistent therewith shall continue in
force until amended or repealed; provided that all
cases pending in the courts on the first day of January,
:grg, shall be heard and tried in the same manner
and by the same procedure as is now authorized

by law. Any provisiori of the amendments passed
and submitted by this convention and adopted by the

electors, inconsistent with, or in conflict with, any
provision of the present constitution, shall be held to
prevail.

G'11-L . , "Y Q Ly "Al n̂ .
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Executive Summary

Of the 45 states that levy general sales taxes, 20 apply their sales taxes to food
purchased for home consumption.

States that tax food often cite revenue needs or simplicity of administration as their
reasons. Sales taxation of food, however, also has disadvantages that weigh against
considerations of revenue or simplicity. Those disadvantages - which include placing a
disproportionate burden on lower-income households and lowering the rate of growth of
sales tax revenues relative to consumption growth - have led the majority of states to raise
revenues and simplify sales tax administration in ways other than taxing food.

Recently, healthy fiscal conditions have led many states to enact tax cuts. These tax
cuts have focused largely on reducing income taxes in ways that provide more benefits to
higher-income taxpayers than to less affluent state residents. For states that tax sales of
food, relieving the tax on food for home consumption can provide substantial benefits to
lower-income households. Some states have taken this course.

In January 1996 Georgia became the first state in more than a decade to enact an
exemption for food. Georgia's legislation reduced the tax on groceries effective October
1996 and eliminates it fully as of October 1998. In 1996 North Carolina enacted a food tax
reduction of one percentage point - effective January 1997 - as a possible first step toward
exempting grocery food altogether; a second one-cent reduction goes into effect July 1998.
Louisiana reduced its state sales tax on food from four percent to three percent as of July
1997. And Missouri reduced its state sales tax on food from 4.225 percent to 1.225 percent
in October 1997. A number of other states are giving serious consideration to similar
measures - partially or wholly exempting food from the sales tax or establishing credits to
offset the food tax - in 1998.
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Drawbacks to the Sales Tax on Food

Taxing food poses two particular problems for states. First, a tax on food falls more
heavily on low- and moderate-income families than on better-off families.

• For a family of four that spends the lowest amount considered necessary for a
nutritious diet and lives in a typical state that taxes food, sales taxes on food
cost some $350 a year. That amount is more than a week's income for a family
at the poverty line.

• As a share of income, food taxes are typically four to five times as high for
poorer families as for upper-income families. Although other state taxes are
levied heavily on the less-advantaged, few are so regressive - that is, absorb
such a greater proportion of income for the poor than for the well-off.

• The burdens that state and local taxes place on lower-income families take on
added importance at a time when government policies heavily emphasize
moving families from welfare to work. Some 1.5 million families in which a
parent works full-time remain poor. A reduction in the sales tax on food can
make it easier for those families to support themselves on the,earnings from a
low-wage job.

A second problem is that the inclusion of food in a state's sales tax base contributes
to a long-term decline in sales tax revenue as a share of the state's economy.

• The purchase of food for home consumption is a shrinking sector of the
economy. In 1960 the average U.S. family spent 17 cents of each consumption
dollar on food for home consumption; by 1995 the average famlly spent only
eight cents of each dollar on food eaten at home.

• Revenues from taxing food would have declined in tandem with declining
consumption had not sales tax rates been increased. In states with sales taxes,
the average state sales tax rate rose from 3.5 percent in 1970 to 5.2 percent in
1996, an increase of nearly 50 percent, while sales tax revenue rose from 1.8
percent to 2.2 percent of personal income, an increase of about one-quarter,

• The declining share of consumption dollars spent on food could be offset in
part if states also imposed their sales taxes on the growing sectors of
consumption and economic activity, especially on purchases of services. Most
states, however, exempt most services from their sales tax base. These
exemptions often result in a decline in total sales tax revenue as a share of the
economy over the long nm.

When major components of revenue decline over time relative to a state's
economy, states find it difficult to maintain public services without raising tax
rates. The National Governors' Association and the National Conference of
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State Legislatures, among others, have identified lagging long-term revenue
growth as a major problem confronting state governments.

Food in State Sales Taxes

Forty-five states and the District of Columbia levy general sales taxes. A majority of
those states have in some way eliminated, reduced, or offset the tax as applied to food for home
consumption. The relief strategies include full or-partial exemptions from the sales tax for food
purchased for home consumption and credits or rebates to offset the food tax. Of the states
with sales taxes:

. Twenty-five states and the District of Columbia exempt most food purchased for
consumption at home from the state sales tax.

. Five states tax groceries at lower rates than other goods; the.y are Georgia,
Illinois, Louisiana, Missouri, and North Carolina.

• Six states -Hawaii, Idaho, Kansas, Oklahoma, South Dakota, and Wyoming -
tax groceries fully but offer credits or rebates to offset some of the taxes paid on
food by some portions of the population. (A seventh state, Georgia, provides
both a partial exemption and a credit.) These credits or rebates usually are set at
a flat amount per family member. As structured, these credits give eligible
households only partial relief from sales taxes paid on food purchases.

•. Nine states continue to apply their sales tax fully to food purchased for home
consumption without providing any type of relief for low- and moderate-iricome
families. They are Alabama. Arkansas, Mississippi, New Mexico, South
Carolina, Tennessee, Utah. Virginia, and West Virginia.

Local governments, which in many states levy their own sales taxes, usually follow state
policy on the food exemption. The major exceptions are local governments in Colorado and
Arizona. While Colorado and Arizona are among the 25 states that exempt food at the state
level, many cities and counties in those states tax grocery food purchases.
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Policy Responses

Of the 45 states with general sales taxes, 36 have implemented polictes to alleviate
one or both of the problems associated with imposing the sales tax on food. Those 36 states
have split, however, on the best way to alleviate burdens on low-income households while
niaintaining sales tax revenue growth.

• One strategy is to exempt food from the sales tax. Twenty-five states exempt
grocery food fmm the sales tax. Five others tax food, but at a reduced rate.

• The other strategy is to offer credits or rebates to offset the sales tax on food.
Six states tax food fully but offer credits or rebates. A seventh state - Georgia
- both partially exempts food and offers a credit.

Food Exempted from the Sales Tax

The most common response among states to the problems inherent in the tax on food
has been to exempt groceries - food purchased for home consumption' - from sales
taxation.

• Exempting food from the sales tax provides tax relief to all consumers. Low-
and moderate-income families, however, spend a larger proportion of their
incomes on food than higher-income families and receive proportionately
greater tax relief. The benefits from an exemption go directly to families at
the checkout line.

Although purchases made with food stamps are already exempted from sales
tax by federal law, families that participate in the food stamp program still
benefit substantially from a general food exemption because most families
that receive food stamps must also use cash for a significant portion of their
grocery purchases. Food stamps are not intended to cover the full cost of a
family's basic diet.

Exempting food helps a state to counteract the gradual decline in sales tax
revenues as a share of the state's economy. Except for those very few states
that also broadly tax services, states that tax food find that their sales tax
revenue grows at a much slower rate than state personal income, requiring
either tax rate increases or cuts in public services to compensate for the
diminished revenue. States that exempt food, on the other hand, generally
find that their sales tax revenue grows more rapidly, in many cases enabling
them to maintain public services with less frequent tax increases. Of the 17

' The det'inition of food purchased for home consumption can differ by state.

x

077



states that fully taxed food throughout the 1984-to- 1996 period, all but three
increased their general sales tax rates. Of the 25 states plus the District of
Columbia that maintained sales tax exemptions for food during that time, just
half (13 states) raised rates. And while the average rate increase in the 17
states that fully taxed food was 0.8 percentage points, the average increase for
the states with food exemptions was less than 0.5 percentage points.

There also are some drawbacks associated with sales tax exemptions for food. The
experiences of states with such exemptions during the last three decades, however, suggest
that thoughtful design and planning can mitigate those problems.

A state that exempts food from the sales tax initially gives up a significant
amount of revenue - from 5 percent to 30 percent of its total sales tax revenue
depending on the breadth of its sales tax base. A state that fully taxes food
might fmd it difficult to forgo that much revenue without making deep cuts in
government services. In recent years most states that have implemented sales
tax exemptions for food have phased in the exemption over a number of years
to allow time for adjustments and, to make up for the reduced revenues.
either havc gradually shifted reliance to other revenue sources or have
increased the general sales tax rate.

A state's decisions about how to accommodate the loss of revenue from
eliminating or reducing the tax on food will, of course, determine how the
costs and benefits of exempting food from the sales tax will be distributed
across income groups. If a state makes up the lost revenue through a
substantial increase in the sales tax rate, it could increase, rather than
alleviate, the burden on some low-income households. Similarly, if the
forgone revenue is not replaced and the resulting budget reductions fall
disproportionately on prograins and services for lower-income households,
these households could be harmed rather than benefited. On the other hatid,
if the revenue loss from reducing or eliminating food tax is replaced from
more progressive revenue sources such as the income tax, lower-income
households are likely to realize the intended tax relief.

• If state policymakers have determined that some type of tax cut is desirable
and affordable without spending cuts, eliminating the sales tax on food often
will be of greater benefit to low- to moderate- income residents than a general
cut in a more progressive tax such as an income tax. (Depending on the
circumstances, the tax relief provided to some low-income populations by
other forms of targeted low-income tax relief, such as a state Earned Income
Tax Credit modeled on the federal EITC or a "circuit-breaker" property tax
credit, might be as great or greater.^

z A description of the relative advantages of various types of low-income tax relief is available in
Center on Budget and Policy Priorities, State Income Tax Burdens on Low-Income Families in 1997: Assessing

(continued...)
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• Exempting food from the sales tax creates several technical issues that, if not
handled properly, can complicate administration of the tax and erode some of
the benefits. For instance, creating a definition of "food" purchased for home
consumption for purposes of the exemption can complicate the tax code and
increase costs both for state administrators and for stores. To overcome this
problem, recently enacted state exemptions in Georgia, North Carolina, and
Missouri have adopted the definition of "food" used by the federat food stamp
program. This definitfon - which identifies the items that may be purchased
with food stamps - is familiar to most food retailers because they must
incorporate it into their checkout procedures to comply with the federal food
stamp law.

• States that exempt food at the state level must decide whether local
governments will be required to exempt food. Though exemptions are costly
to local governments, failing to require local exemption of food can diminish
the benefits of a state exemption to low- and moderate-income families and
can result in administrative complications. One option is for states to offset
local revenue losses with increased state aid or increased authority to raise
revenue from other sources.

Credits or Rebates to Offset the Sales Tax on Food

Like an exemption, a credit or rebate to offset the sales tax on food has both strengths
and weaknesses. The primary strength of a credit is that it can benefit low- and moderate-
income people in ways similar to an exemption but at a much lower revenue cost. It
typicaily accomplishes this dual goal by limiting receipt of the credit to households that
meet certain income or other guidelines.

Despite the potential advantages of targeting through a credit or rebate, states have
had considerable difficulty implementing and maintaining adequate credit or rebate
programs.

None of the credit/rebate programs operating today fully offset the sales tax
on food paid by most impoverished families. States tend to set the amount of
the refund wefl below what a typical poor family is likely to pay in food tax,
and they usually restrict eligibility to exclude many families below the
poverty line.

z (...continued)
the Burden and Opportunities for Relief (Washington, D.C.. April 1998).
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Figure 1

Sales Tax on Food Purchased for Home Consumption,
December 1997
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Many eligible families fail to receive credits because states fail to promote the
programs to reach the targeted populations. In Kansas, for instance, only
about one-third of eligible families in recent years have received the rebates to
which they are entitled.

• Credit or rebate programs tend to erode over time, as successive legislatures
fail to adjust them for irLIlation. In addition, state fiscal crises have led
legislatures to "raid" these programs for extra revenues - reducing or
eliminating such credits -just at the time when relief for low-income
households was most needed.

The weaknesses of existing credit and rebate programs do not necessarily mean
these programs can never work - only that they must be designed with care.

• A state could design a credit that would fully offset the state and local sales
taxes that a typical family at the poverty line might be expected to pay on
food purchases. Such a credit would be available to all poor and near-poor
families, with phase-out of the credit not beginning until income rises above

the poverty line.

• Procedures for claiming the credit could be kept relatively simple. A state
could undertake intensive outreach efforts to inform low-income households
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of their eligibility for the credit and could make a particular effort to ensure
that filing information and procedures were accessible to all eligible residents.

• Income limits for eligibility and the size of the credit could be adjusted for

inflation automatically.

There is substantial room for states to improve the way in which food for home
consumption is handled under their sales taxes. States that exempt food may be able to
simplify the administration of their exemption by defining "exempt food" in conformity
with the federal definition of food purchasable with food stamps; this would give
merchants a single set of rules to administer. States that provide credits or rebates against
the food tax could take several steps. Such states could upgrade those credits so that they
cover all low-income households and fu11y offset state and local sales taxes on a typical
market basket for a family at the poverty line. In addition, such states could undertake
outreach efforts to inform families of the availability of the credit and could take measures
to ensure that the credit or rebate does not erode over time as a result of inflation. Finally,
states that neither exempt food nor offer an offsetting rebate or credit could adopt one of
those strategies and replace the forgone revenue from a more progressive revenue source.
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I. Taxes on Food Affect Revenue Growth and Tax Equity

Sales taxes - whether or not they include food - typically contribute to two
fundamental problems with state and local tax systems. One problem is that without
periodic tax rate increases, tax revenue in most states tends to decline as a share of the
state's economy. Over extended periods of time, this decline forces legislators to clioose
between cutting public services and raising taxes.

A second fundamental problem is that state tax systems place a disproportionate
burden on the poor. According to one leading analysis, U.S. families at the bottom end of
the income scale pay, on average, 12.5 percent of their incomes in state and local taxes,
while families at the top pay an average of only 7.9 percent of their incomes.' Although the
distribution of taxes relative to Income varies from state to state, very few states tax their
wealthy residerits as heavily as their poor residents.

Sales taxes are not the only cause of state and local revenue problems. Lagging
revenue growth is due partly to other factors, ranging from the structure of state business
taxes to reliance on lottery revenues. Heavy taxation of the poor results in part from high
property taxes and insufficient use of progressive income taxes. Nevertheless, state and
local sales taxes, particularly sales taxes on food, contribute greatly to the structural
problems of state revenue systems.

In most states the sales tax is a major source of revenue.

• In the 45 states plus the District of Columbia that levy general sales taxes,
receipts from sales taxes in fiscal year 1994 provided an average of 24 percent
of state and local government tax revenue. The share of state and local tax
revenue provided by sales taxes ranged from less than 15 percent in

' These figures apply to families headed by non-elderly married couples. The analysis is discussed
further on page S.
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Maryland, Massachusetts, New Jersey, and Vermont to more than 40 percent
in Washington, Tennessee, and New Mexico.

• Most sales taxes are levied at the state level, but local govemments in 33 states
- including Alaska, which has no statewide sales tax - also assess sales taxes.

Lagging Growth of the Sales Tax Base

Because sales tax revenues are so important to state budgets, legislatures since the
1970s have raised sales tax rates to prevent revenue from declining in tandem with
declining consumption? In states with sales taxes, the average state sales tax rate increased
from 3.5 percent in 1970 to 5.2 percent in 1996. But this increase of nearly 50 percent in
sales tax rates yielded only a modest increase in state sales tax revenue, from 1.8 percent of
personal income in 1970 to 2.2 percent of personal income in 1996, an increase of about one-

fourth.'

Why did these repeated increases in sales tax rates not result in a commensurate
increase in sales tax revenue relative to economic activity? It is because the amount of tax

' The term "sales tax" in this paper refers to general sales taxes as defined by the U.S. Bureau of the

Census in its Govenunent Finances series. This definition includes most retail sales and use taxes and

taxes on gross income, but it excludes nominal business license taxes as well as taxes that are levied
specif`ically on such items as alcohol, tobacco, insurance products, motor fuels, amusements, and
utilities. In several states, the sales tax is known in statute, if not in common parlance, by another name.
in Alabama, Arkansas, and New Mexico it is a"gross receipts tax", in Hawaii It is a "general excise tax",

and in Arizona it is a "transaction privilege tax." Washington state levies two taxes that the Census
Bureau considers sales taxes - a"retall sales tax" and a smaller "business and occupation tax." The retail
sales tax exempts food purchases; the business and occupation tax does not. For this analysis,

Washington is counted as a state that fully exempts food from the sales tax.

; These calculations are based on U.S. Census Bureau data on state tax collections, on U.S.
Department of Commerce data on state personal income, and on historic data on state sales tax rates
collected by John F. Due and John L. Mikesell in Sales Taxation: State and Local Snvctute and
Administration, 2nd ed. (Washington, D.C.: Urban Institute Press. 1994), p. 45, updated to include more
recent state sales tax rate changes.
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Figure 2

Personal Consumption Has Shifted
Away from Goods and Toward Services
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revenue is determined not only by the tax rate but also by the "tax base" -the goods and
services subject to taxation. Most states apply their sales taxes not to the full range of goods
and services produced by the economy, but only to tangible goods. Most sales of services

are untaxed."

Data from the Federation of Tax Administrators show that the median state applies
its sales tax to fewer than one-third of 164 potentially taxable categories of services. The
disparate treatment of goods and services in many states results in unequal treatment in
circumstances where a good and a service are close substitutes for one another. For
example, one family may pay a sales tax on its purchase of a lawn mower while its
neighbors pay no sales tax on the lawn-care service they hire. A person may pay a sales tax
when purchasing exercise equipment but pay no sales tax on the cost of attending an
aerobics class. Beyond the inequality, this disparate treatment of goods and services also

blunts the effectiveness of the sales tax as a revenue source.

As the United States shifts to a service-oriented economy, the typical state's sales tax
base is gradually shrinking as a portion of total consumption. As Figure 2 shows, spending
on services has displaced spending on various types of goods. The percentage of consumer

4 Three states -Hawaii, New Mexico, and South Dakota - do tax most services through their general

sales taxes-
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dollars spent on services rose from 25 percent in 1960 to 42 percent in 1995. Spending on
non-durable goods such as clothing and food fell from 46 percent to 30 percent of total
consumption, and spending on durable goods such as cars and furniture declined from 13
percent to 12 percent of total consumption.

Because sales tax bases typically are tied to the declining consumption of tangible
goods rather than to the increasing consumption of services, the yield of each percentage
point of the sales tax rate has been falling 5 As a result, without periodic increases in tax
rates, sales tax revenues in most states cannot keep pace with the growth in the economy.
As the National Conference of State Legislatures and the National Governors' Association
note in their 1993 report Financing State Government in the 1990s, "The absence of services
from the tax base erodes the vitality of the sales tax and confronts state officials with the
prospect of increasing tax rates to maintain current levels of revenue."s Although states
have made incremental improvements in iaxing services, political obstacles make it likely
that many states will continue to exempt most services for some time.

Taxation of Food Exacerbates Lagging Revenue Growth

A sales tax that excludes services is further vulnerable to erosion when it includes
food? Figure 3 shows thatduring the last few decades, spending on food as a percentage
of total consumption fell even more rapidly than spending on other tangible total
consumption spending in 1960 to eight percent in 1995, a decline of more than half goods.
The decline in purchases of food for home consumption - from 17 percent of -was far
more precipitous than the decline of about one-fourth in spending on other non-durable
goods and the decline of about one-tenth in spending on durable goods.

5 ln addition to the shift in consumption patterns from goods to services, a small part of the reduction
in yield may be explained by new exemptions created by state legislatures. A few states, for instance,
enacted exemptions for food after 1974. But most of the present food exemptions were already in place
in 1974. Moreover, several states have broadened their sales tax bases to include a number of specific
services since the 1970s.

6 National Conference of State Legislatures and National Governots' Association, Financing State
Government in the 1990s (Washington, D.C., 1993), p. 34.

' In general "fobd" in this paper is defined as food purchased for home consumption. Nearly all
states tax the purchase of restaurant meals, either through the general sales tax or through separate
meals taxes. Most states also tax alcohol. The problems associated with the tax on food do not
necessarily apply to taxes on meals or alcohol, so those taxes are not considered in this paper.
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Figure 3

Share of Spending on Food at Home Is Declining
Faster than Spending on Other Goods
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Thus, in the absence of increases in a state's sales tax rate, the revenue raised from the
portion of a state sales tax levied on food would have declined commensurately, by about
one-half as a share of economic activity.

Looking more specifically at the effect of consumption pattems on sales tax revenue,
researchers Richard F. Dye and Therese J. McGuire of the University of Illinois used
national data to consider how revenue growth would have been affected during a 20-year
period if states had taxed various types of consumption under their state sales taxes. Dye
and McGuire measured the growth of a "core" sales tax base, which includes the tangible
goods taxed by most states but not food for off-premises consumption. They found that, on
average, revenues from a sales tax levied on tangible goods without food would have
grown by 2.16 percent a year above the rate of inflation. Dye and McGuire then considered
how changes to the basic sales tax base would have affected the rate of revenue growth.
They estimated that adding services and utilities to the sales tax base of tangible goods
would have increased the annual growth rate of the base by 23 percent, bringing the
revenue growth up to 2.66 percent after adjustment for inflation. But adding food rather
than services would have reduced the growth of the base by l i percent, reducing growth to
an inflation-adjusted 1.93 percent $

8 Richard F. Dye and Therese J. McGuire, "Expanding the Sales Tax Base: Implications for Growth
and Stability," in William F. Fox, ed., Sales Taxatlon: Critical Issues in Policy and Administration:

(continued...)
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Understanding revenue growth is much more than an academic exercise: The
erosion of sales tax revenue poses a threat to the ability of state governments to pay for
public services. As a state's economy and population grow, so does the cost of providing
public services. As Financing State Government in the 1990s notes: "If structural problems
prevent state tax revenues from growing in proportion to economic and population growth,
the state would either have to cut spendirig repeatedly or raise tax rates to sustain spending
in proportion to such growth. "9

The Sales Tax on Food Places a Disproportionate Burden on Lower-Income
Households

Despite the decline over time in the proportion of household income spent on food,
food remains a largc corimponent of the budgets of the poor. Thus, sales taxes levied on
food can impose a surprisingly large burden on poor families.

To purchase a nutritious diet at the grocery store, a family of four in 1997 in the
continental United States must spend at least $4,950 per year, according to the U.S.
Department of Agriculture. If a state's combined state and local sales tax rates total seven
percent - a typical rate in states that tax food - the annual tax bill on that famffy's grocery
purchases would be about $347. For a family at the poverty line, the tax paid on food is
equivalent to about a week's wages.10 Were it not for the tax, the family could buy an
additional 3.5 weeks' worth of groceries.

I-Iigh taxes on poor people are common in state tax systems, particularly in states
that rely heavily on sales taxes and other consumption taxes. Consumption taxes are
regressive; in other words, they place disproportionately heavy tax burdens on low- and
middle-income families. This regressiveness is characteristic of sales taxes and other
consumption taxes because as a household's income increases, a smaller

e (...continued)
(Westport, Conn.: Praeger, 1992).

9 National Conference of State Legislatures and National Governors' Association, p. 7.

70 This calculation assumes that the family does not receive food stamps, since federal law bars
taxation of food purchased with food stamps. See "Food Stamp Purchases Provide Only Partial
F.xemption from the Sales Tax" on page 7 for fuller discussion of this issue.
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Food Stamp Purchases Provide Only Partial Exemptionfrom the Sales Tax I

The federal food stamp program provides many low-income families with vouchers or
electronic accountswith which to buy groceries. Under federal law, states may not charge sales
tax on food purchased with food stamps. The law thus protects many low=income families from
some of the tax on food.

For most poor families, however, the food stamp exemption covers only a portion of all
grocery purchases; taxable cash expenditures remain a major portion of families' total food
spending.

• Food stamp recipients are expected to spend 30 percent of their own income
(both earned income and payments like Social Security, minus certain
deductions) on groceries. Fewer than one-quarter of food stamp recipients have
no "countable" income to spend and thus receive the maximum food stamp
benefit amount. For the rest, food stamps cover only the difference between 30
percent of the recipient's income and a specified minimum grocery budget based
on family size. Most households participating in the program consequently
spend a significant portion of their cash income on food, both because they
receive less than the maximum food stamp allotment and because the specified
minimum budget may be less than the actual cost of purchasing sufficient food
foitheir families.

• In addition, many poor people sufficiently needy to qualify for food stamps do
not receive them because they do not know they are eligible, because they are
embarrassed to be seen using food stamps, or for some other reason. According
to U.S. Department of Agriculture estimates for 1995, of the 15.5 million
households that met the income and asset standards for the program, about 33
percent did not apply. Other families with incomes low enough to qualify for the
program may be disqualif'ied because they own cars or other items whose value
exceeds the program's strict limit on assets.

In addition, the Congressional Budget Office estimated that the 1996 welfare law would
reduce total food stamp benefits by almost one-fifth below what they otherwise would have
been by the year 2002. Under the law, food stamps have been denied to more than half a
million adults and children who reside legally in the United States. More than 400,000 jobless
adults between the ages of 18 and 50 who previously would have been eligible for food stamps
are now ineligible. In addition, other changes are gradually reducing food stamp benefits to the
working poor, the elderly, and others in poverty. Assuming those families compensate for the
lost food stamp t enefits by spending more cash on groceries, their exposure to sales taxes on
food will increase commensurately.

Federal law also bars taxation of food purchased with vouchers frorn the Supplemental
Nutrition Program for Women, Infants and Children, but these WIC vouchers cover a much
smaller share of low-income families' food purchases than do food stamps.

proportion of income is consumed and more is saved and invested. The particular
structure of state sales taxes, with high reliance on consumption of tangible goods,
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aggravates this problem. Less well-off families spend a higher proportion of their income
on tangible (i.e., taxable) goods than do wealthy families. On the other hand, higher-
income families not only save more of their income but also spend a higher proportion of
their income on some types of services than do families with more modest resources.

A study of the distribution of state and local taxes on non-elderly married couples
shows that low-income families pay an average of 12.5 percent of their income in state and
local taxes, including 3.5 percent in general sales taxes, while the highest-income families
pay an average of 7.9 percent of their income in state and local taxes, including 0.7 percent
in general sales taxes. This regressiveness varies considerably by state, however. There are
four states in which the overall tax systems are flat or progressive by some measures: in
these states higher-income families pay at least as high a percentage of income in state and
local taxes as do lower-income families. Two of the states with flat or progressive state and
local taxes have no sales taxes at all. These two states are Delaware and Montana. The t"v3o

other states, California and Vermont, have highly progressive income taxes that largely
offset the effects of sales taxes and other regressive state and local taxes."

Consumer Expenditures on Food

Sales taxes are generally the most regressive component of state and local tax
systems, and taxation of food heightens the regressivity. To understand the role of food
taxes in making the overall sales tax regressive, it is useful to examine how average families
in various income brackets spend their money. Data from the U.S. Department of Labor's
Consumer Expenditure Survey, the nation's largest survey of consumer spending patterns,
show that low-income families spend a higher percentage of their incomes on food than do
wealthier families. An average three- or four-person household with income between
$10,000 and $19,999 spends about $3,200 a year on food consumed at home, which
represents 21 percent of its income. (See Table 1.) A household with income between
$30,000 and $39,999 spends about the same $3,200 a year on food, but that expenditure
represents only nine percent of its income. A household with incorne of more than $70,000
spends about $4,500 or four percent of its income on food.

" Citizens for Tax Justice and the Institute on Taxation & Economic Policy, Who Pays? A Distributional
Analysis of the Tax Systems in All 50 States (Washington. D.C., 1996).
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Table 1
Annual Consumer Expenditures by Household Income

for Households of Three and Four, 1994-95

Household $10,000 $20,000 $30,000- $40,000 $50,000 $70,000
income to $19,999 to $Z9,999 to $39,999 to $49,999 to $69,999 and over

Food for home consbmption

Average
spending $3,190 $3,230 $3,240 $3,770 $4,030 $4,460

Percent of 21% 13% 9% 8% 7%. 4%
income

Other tangible goods

Average
spending $7,900 $10,100 $12,500 $14,700 $16,600 $22,400

Percent of income 53% 41% 36% 33% 28% 21%

Note. Spending amounts for income groups shown may be underestimated for all income classes: see
the Appendix for a dLscussion of this and other shortcomings in the data source. "Other tangible
goods" include purchased meals, alcohol, tobacco, housekeeping supplies, household furnishings and
equipment• clothing, vehicle purchases, gasoline and motor oil, televisions and other entertairvnent
equipment, toys and playground equipment, personal care products and reading materials. These line
items represent a typical state sales tax base.

Source. U.S. Bureau of Labor Statistics, 1995 Consumer Expenditure Survey (Washington, D:C., 1997).

Other types of consumption that make up the sales tax base also are distributed
unequally between rich and poor, but not as unequally as food purchases. Table 1
shows that spending on non-food tangible goods - the typical components of a sales tax
such as clothing, appliances, and household itentis - rises more rapidly than spending on
food as incomes rise. An average household of three or four with income between $10,000
and $19,999 spends 53 percent of its income on non- food tangible goods, while the
household with income exceeding $70,000 spends 21 percent of its income on such goods.1z

u The Consumer Expenditure Survey calculates food spending from biweekly surveys and quarterly
interviews with a large sample of individual consumers. The data reported in those interviews are
subject to a variety of types of error. (See the Appendix for further discussion.) In particular, data for
the very lowest income class, covering those with incomes less than $10,000, may be misleading, pardy
because this class irtcludes households that are temporarily without income - for instance because of
layoffs or business losses - but whose spending patterns may reflect the middle- or upper-class
incomes to which they are accustomed. The CES also tends to underreport spending by households of
all income levels. Nonetheless, the CES is used widely by acadernics, state research agencies, and others
to understand sales tax incidence because it is the only available source of data on consumption pattems

(continued...)
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Relative to income, the average family in this low bracket spends five times as heavily on
food as the average family in the top bracket but only 2.5 times as heavily on other goods.

Evidence from State Tax Studies

A number of studies examined the potential impact of taxing food in specific states.
In Nevada, food and a number of other items are exempt from the sales tax. Bradford Case
and Robert D. Ebel, In an analysis performed for a tax study commission in Nevada, found
that Nevada households with annual incomes of $5,000 to $9,999 paid 1.2 percent of their
income in sales taxes, while residents.with income of $40,000 or more paid sales taxes equal
to 0.4 percent of income. Case and Ebel also looked at the potential effect of adding food to
Nevada's sales tax base. As Table 2 shows, expanding Nevada's sales tax base to include
groceries would increase the sales tax burden of the lower-income group by more than half
but increase the payments of the wealthier group by only about one-fourth. Case and Ebel
studied nine other possible
expansions of the sales tax base and found that none would increase the tax's
regressiveness as much as the inclusion of food.13

The Nevada analysis did not include the effects of a 1985 federal law barring states
from applying the food tax to purchases made with food stamps. Since most recipients of
food stamps are poor, some analysts argue that this law reduces the regressiveness of the
sales tax on food. The ban on taxation of food purchased with

12 (...continued)
by income class. Some analysts adjust the raw data to overcome Its flaws and meet the particular needs
of their analyses. For example, the comprehensive tax model developed by the Institute on Taxation &
Economic Policy uses the CES but makes adjustments to account for the lack of reliable income and
consumption data for consumers at the top of the income scale, apparent misreporting of income among
consumers at the bottom of the income scale, missing data from consumers who did not participate in
the survey for each of the quarterly interviews, and state-by-state variations in consumption of
particular Items such as utilities and tobacco. Whether or not such adjustments are made, however,
published analyses agree that the sales tax on food is more regressive than the sales tax on other goods.

13 Bradford Case and Robert D. Ebel, "Using State Consumer Tax Credits for Achieving Equity."
National Tax Journa142(3) (1989). The percentages reported here actually reflect the combined effect of
two independent tax changes: expanding the sales tax base to include food and raising the rate of an
existing tax on hotel lodgings. Case and Ebel's analysis did not separate the effects of those two
changes. But their data suggest that the hotel tax increase would be paid mostly by tourists, so for
typical Nevada residents, except perhaps for those at very high income levels, the cost of the hotel tax
would be almost imperceptible. Had Case and Ebel separated the effects of the two taxes, the difference
in the effects of the food tax on low- and high-income households would have appeared slightly more
dramatic.
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Table 2
Potential Effect of Expaitding the Nevada Sales Tax to Include Food:

Taxes as a Percentaee of Income

Current Sales
Tax Payment Total Tax

Gross Income Group (Food Exempt) Tax on Food (Including Food)

Taxpayers with incomes of
$5,000 to $9,999 1.2% 0.7% 1.9%

Taxpayers with incomes of 0.4% 0.1% 0.5%
$40,000 or more

Source: Case and Ebel, 1989.

food stamps is not sufficient, however, to alter substantially the regressive effect of the sales
tax on food. (See box on page 7)

A "micro-simulation" model developed by the histitute on Taxation & Economic
Policy to evaluate the effects of state tax systems on families at various income levels takes
account of untaxed food stamp purchases." A 1997 ITEP study looked at the effect of
Arkansas' sales tax, which includes food, on households of different income levels. The
ITEP study found that groceries accounted for a much larger share of taxable purchases for
low-income than for higher-income Arkansas taxpayers. Groceries accounted for 29
percent of total sales tax liability for the poorest one-fifth of Arkansas households, but just
18 percent of sales tax liability for the wealthiest one-fifth of households.15 The higher share
of consumption devoted to food adds to the tendency of lower-income families to spend a
larger share of total income on consumption than higher-income families. As a result of the
interaction of these two factors, the sales tax on food absorbs 1.1 percent of income for the
poorest one-fifth of Arkansas families but only 0.3 percent of income for the highest-income
one-fifth. As Table 3 shows, the general sales tax on individuals is 2.5 times as burdensome

on the

14 ITEP's micro-simulation model includes data on incomes, demographics, consumption patterns,
and other attributes of a representative cross-section of actual households in each state. These data are
used to simulate the effects of a tax change on the sample households. The effects on the individual
sample households are then combined to yield the effect on taxpayers.

15 Unlike the nationwide ITEP study described on page 8, the Arkansas study describes the tax
burdens on all Arkansas taxpayers, including unmarried individuals and the elderly.
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Table 3
Potential Effect of Exempting Food from the Arkansas Sales Tax:

Taxes as a PercentaRe of Income

Current Sales
Tax Payment Sales Tax with

..Arkansas Gross Income Group (Includes Food) Tax on Food Food Exempt

Bottom one-fifth of taxpayers 4.5% 1.1% 3.4%
(less than $10,000)

Top one-fifth of taxpayers 1.7% 0.3% 1.4%
(more than $47,000)

Source ITEP,1997.

poor as on the wealthy, while the tax on food is almost four times as burdensome on the
poor as on the wealthy.tfi

Like the studies in Nevada and Arkansas, other state-specific studies have found
that expanding the sales tax to include food makes the tax more regressive, while
eliminating food from the sales tax makes it less regressive. Examples include the 1988
Nebraska Comprehensive Tax Study and the 1986 Final Report of the Minnesota Tax Study
Commission. The Nebraska study found that a family of four in the second decile of the
income distribution would pay an effective sales tax rate on food more than eight times as
great as would a comparable family that was among the wealthiest families in the state.t'
By contrast, the existing Nebraska sales tax is only about three times as high on lower-
income families as on upper-income families. The Minnesota study similarly found that
taxing food would make the state's tax system more regressive.

John F. Due, who co-wrote a portion of the Nebraska study, and John L. Mikesell,
who contributed to the Mirmesota study, cited those analyses irt their 1994 book-tength
overview of state sales taxes. They concluded that exempting food from the sales tax makes
the tax less regressive because "lower-income groups spend relatively higher percentages of
their income on food than do those in the upper income groups."'B

16 Robert S. Mclntyre, Michael P. Ettlinger, and Robert G. Lynch, Building a Better Arkansas Tax
System: Evaluating the Options, (Washington, D.C.: Institute on Taxation "& Economic Policy, January
1997).

17 The Nebraska study found that a tax on food would cost a Nebraska family of four in the second-
poorest decile of the income distribution an additional 2.51 percent of itsincome, while it would cost a
family In the second-wealthiest decile an additional 0.32 percent of its income.

te Due and Mikesell, pp. 77-78.
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Looking at all 50 states, a study by Citizens for Tax Justice and the Institute on
Taxation & Economic Policy found that sales taxes tended to be more regressive in states
that tax food than in states that did not tax food. The study identified 12 states.in which the
sales tax was particularly regressive in 1995 and found that 10 of those states taxed food. In
the remaining 33 states in which the sales tax was somewhat less regressive, only eight
taxed food while the other 25 did not.

This analysis highlights the two main reasons that states should consider reducing or
eliminating sales taxation on food. If food is included in the sales tax base, the sales tax
becomes significantly more regressive. In addition, the taxation of food is a drag on the
growth rate of state tax revenue relative to economic growth.
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11. Exempting Food from the Sales Tax

The analysis in the preceding chapter suggests that state and local revenue systems
could be improved by exempting food from the sales tax. There is, however, considerable
controversy over whether an exemption for food is the most effective and efficient way to
relieve burdens on lower-income households and maintain adequate revenues.

Doubts typically have centered around three issues.

• Can the state afford to exempt such a large share of consumption purchases -
in either the short or the long run - without raising its general sales tax rate?

• Do low- to moderate-income families - including those who receive federal
food stamps -reap a significant portion of the benefits from a food
exemption? Or does the exemption largely benefit the more expensive food
items purchased by higher-income residents (the "caviar effect")?

• Is the exemption worth the administrative difficulties it creates?

Most states do exempt food and generally have found positive answers to these
questions.

• As noted in the previous chapter, a sales tax that exempts food tends to grow
more rapidly without rate increases than a sales tax that includes food. As a
result, the historical record suggests that rate increases have been less
frequent in states exempting food than in states taxing food.

• An exemption is the most certain way to provide relief from the food tax to
lower-income households, without the barrier of application procedures. As
discussed below, states can use income taxes or other taxes to recoup the taxes
that higher-income households would have paid on food purchases.
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Finally, all sales tax exemptions create potential problems for tax
administration. States can minimize the difficulties of administering a food
tax exemption by adopting categories and classifications already in use for the
federal food stamp program and by using uniform state and local tax bases.

The Impact on State Revenues and Tax Rates

History shows that at least half of the states have regularly met their revenue needs
without taxing food; 25 states plus the District of Coltunbfa have exempted food since the
1970s or earlier. But from the early 1980s until Georgia's 1996 enactment of a phased-in
exemption, the movement to exempt food stalled. Indeed, the number of states taxing food
increased during this period as three states chose to tax food as a way to plug budget gaps:
West Virginia repealed its food tax exemption; Louisiana enacted a series of "temporary"
taxes on food; and Illinois instituted a food sales tax at a rate lower than its general sales
tax.19 These additions brought the number of states that tax food at the state level to 20. (In
addition to those 20 states, Alaska, Arizona, and Colorado allow local governments to tax
food.)

Food purchases remain an important part of many states' actual or potential sales tax
bases, and exempting food from the sales tax does take a large bite out of a state's revenue
stream. According to a Department of Agriculture estimate, consumers in 1994 paid $4.7
billion in direct state and local sales taxes on food for home consumption - an amount
equal to 1.4 percent of all food purchases nationwide that year and, of course, a much
larger share of food purchases in the states that tax food.20 A 1992 National Conference of
State Legislatures survey found that in states that taxed food revenue from the food tax
equaled anywhere from five percent to 30 percent of a state's total sales tax revenues; on
average, food provided about 15 percent of sales tax revenue in states that taxed food. In
the states that now tax food, policymakers would have to weigh the substantial revenue
loss that would result from the complete exemption of food when choosing strategies to
ease the food-tax burden. In states that now exempt food, the amount of revenue that could
be gained by reinstating the tax would be somewhere between eight percent and 30 percent
of current sales tax revenues and would average about 16 percent of revenue.Z' The cost of
the exemption makes adding food to the sales tax a tempting option for legislators seeking
new revenues.

Tax Rates and Tax Rate Changes

j9 In the early 1980s, Illinois set the sales tax rate for food (as well as certain other categories of goods)
at zero percent, effectively exempting food. The rate for food was raised to one percent in 1990.

'0 U.S. Department of Agriculture, Economic Research Service. unpublished data from the ERS fond
expenditures model.

" Arturo Perez. "Food Purchases Add Weight to State Sales Tax Collections." The Fiscal Letter
(National Conference of State Legislatures), May/June 1992.

16

096



Some analysts have suggested that the revenue lost by exempting food tends to force
the general sales tax rate upward, largely wiping out the benefits of the exemption for low-
and moderate-income families.22 The evidence for such an assertion is mixed, as Table 4
shows. .

States that exempt food do tend to have higher state sales tax rates than states
without food exemptions. For 1996, the unweighted average of state sales tax
rates for states that tax food was 4.6 percent, as compared with 5.5 percent in
states that exempt food, a difference of 0.9 percent. This difference may have
reflected states' need to compensate for revenue lost owing to the food
exemption. Altetnatively, it may have resulted because many of the states
that tax food -mostly Southern and mountain states - generally impose
relatively low taxes and provide relatively low levels of public services. In
these states the lower sales tax rates may have reflected less effort to raise
revenues. In addition, the average tax rates exclude local government sales
taxes, which are more common and raise relatively more revenue in states
that tax food than in states that exempt food Z3

zz See, for example. Roy W. Bahl and Richard Hawkins. "Does a Food Exemption Lead to a Higher
State Sales Tax Rate?" State Tax Notes, January 5, 1998.

23 Of the 17 states that fully taxed food at the state level from 1984 to 1996, 14 permitted local sales
taxes; in those 14 states, U.S. Census data for 1994 show that the local sales taxes raised about one-third
as much revenue as the state taxes. Of the 25 states that fully exempted food at the state level, 15
permitted local sales taxes: in those 15 states, local sales taxes raised about one-fifth as much revenue as
the state taxes.
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Table 4
State Sales Tax Rates in 1984 and 1996 by Presence of Food in Sales Tax Base

States That
Exempt Food 1984 1996 Change

Texas 4% 2.25%
Michigan 4 6 2
California 4.75 6 1.25
Rhode Island 6 7 1
Maine 5 6 1
Kentucky 5 6 1

Florida 5 6 1
Vermont 4 5 1
North Dakota 4 5 1
Iowa 4 5 1
Nebraska 4 5 1
Nevada 5.75 6.5 0.75
Minnesota 6 6.5 0.5
Washington 6.5 6.5 0
Pennsylvania 6 6 0
New Jersey 6 6 0
Wisconsin 5 5 0
Ohio 5 5 0
Indiana 5 5 0

Arizona 5 5 0
Maryland 5 5 0
Massachusetts 5 5 0

New York 4 4 0
District of Columbia 6 5.75 -0.25

Colorado 3.5 3 -0.5

Connecticut 7.5 6 -1.5

Average in states
that exempt food 5.04 5.52 0.48

States That
Fully Tax Food 1984 1996 Change

Oklahoma 2% 4.5% 2.5%
Kansas 3 4.9 1.9
Tennessee 4.5 6 1.5
New Mexico 3.75 5 1.25
Mississippi 6 7 1
South Carolina 4 5 1

Georgla° 3 4 1
North Carolina' 3 4 1
Wyoming 3 4 1
Idaho 4.5 5 0.5
Arkansas 4 4.5 0.5
Virginia 3 3.5 0.5
Utah 4.625 4.875 0.2
Missouri' 4.125 4.225 0.1
South Dakota 4 4 0
Hawaii 4 4 0
Alabama 4 4 0

Average in states
that fully tax food 3.79 4.62 0.82

Note. Not shown are five states (Alaska, Delaware, Montana. New Hampshire, and Oregon) with no state
sales taxes and three states (Iliinois, Louisiana, and West Virginia) that changed their treatment of food in
the general sales tax between 1984 and 1996. Rates and exemptions shown are as of January 1 of each

year.
a Georgia, Missouri and North Carolina have reduced their sales taxes on food since 1996.

Sources- Advisory Commission on Intergovernmental Relations, SigniGcant Features ofFiscaJ Federalism

(Washington. D.C., 1985); Commerce Clearing House, State Tax Guide 1996 (Chicago, Ill).
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Moreover, the sales tax rate gap between states that do and do not tax food is
narrowing. In a recent 12-year period, the average food-tax state increased its
general sales tax rate more frequently and more steeply than the average state
that exempted food. Of the 17 states that fully taxed food throughout the
1984-to-1996 period, all but three increased their general sales tax rates. Of
the 25 states plus the District of Columbia that maintained sales tax
exemptions for food during that time, just half (13 states) raised rates: And
while the average rate increase in the 17 states that fully taxed food was 0.8
percentage points, the average increase for the states with food exemptions
was less than 0.5 percentage points.

Why have states that tax food tended to raise their rates more than other states? One
possibility is that the rate changes were responses to slow growth in the sales tax base. As
discussed in Chapter I, from 1970 to 1996 state sales tax rates nationwide Increased from an
average of 3.5 percent to more than five percent, but the actual revenue collected rose much
more slowly, from 1.8 percent to 2.2 percent of personal income. As noted in Chapter I,
research suggests that slow revenue growth is more pronounced in states that tax food
because food acts as a drag on the sales tax base.

Many states that tax food recognize the failure of their sales taxes to keep pace with
economic growth. State fiscal expert Steven D. Gold asked state tax officials in 1993 to
estimate the percentage increase in sales tax revenue, barring legislative action, for every
one-percent expansion of the state economy - a statistic that economists call "elasticity." Of
the officials that responded, those in states that taxed food generally predicted that their
sales tax revenues would grow more slowly than the economy. By contrast, officials in
states that exempted food from the sales tax generally predicted that tax revenue would
grow at close to the same rate as the economy or faster. Table 5 provides details Z"

Revenue Stability

Some states may choose to tax food because it adds stability to the sales tax base.
Taxing food reduces the extent to which sales tax revenue rises and falls with the business
cycle. Hence, the argument goes, including food in the sales tax base reduces the need for
tax hikes or program cuts during recessions. Since food is a necessity rather than a luxury,
it makes sense that families would make purchases of food a priority even during
recessions.

24 Steven D. Gold, The income Elasticity ofState Tax Systems: New Evidence (Albany, NY: Center for the
Study of the States, Nelson A. Rockefeller Institute of Govemment, State University of New York, 1995).
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Table 5
Tax Officials' Estimate of State Sales Tax Growth Relative to Economic Growth, 1993

Number of States

Revenue Grows Revenue Grows
Slower than Revenue Grows as Faster than

State Sales Economy Fast as Economy -Economy
Treatment of (Elasticity Below (Elasticity of 0.95 to (Elasticity Above Average
Food 0.95) 1.05) 1.05) Elasticity

Tax food 8 2 1 0.87

Exempt food 6 7 4 0.97

Note. Not all states reported results. This table excludes three states (Hawaii, New Mexico, and
South Dakota) that tax food and also tax most services; the officials' responses in those states reflect
the stronger revenue growth resulting from taxing the services that are the growing sector of
consumption.

Source. Center on Budget and Policy Priorities calculations based on survey of state revenue
departments and legislative fiscal o03ces by the Center for the Study of the States.

The stability added by taxing food must be weighed, however, against the
additional regressivity from taxing food. High tax burdens on low-income households
are particularly problematic during a recession, when more people become unemployed
and poor. The added stability obtained during recessions from taxing food must also be
weighed against the drag that food taxation exerts on total sales tax revenue growth during
healthier economic times.

Taxing food is far from the only way states can weather recessions. -States have a
number of options for maintaining revenue stability. For instance, states can broaden their
sales tax base to include a variety of services and utilities; in general, the more diverse a tax
base, the more stable it is during a recession. University of Illinois researchers Richard Dye
and Therese McGuire estimated the "variability" of various sales tax bases as a percentage
of revenue over a 20-year period in an average state. They found that adding food to a
narrow, tangible-goods sales tax base results in about the same improvement in stability as
adding services and utilities: both alterrtatives reduce variability to the same degree. But
the impacts on growth are quite different: adding services and utilities to the sales tax base
improves sales tax revenue growth, while adding food reduces revenue growth.25

States can also make better use of "stabilization" or "rainy-day" funds, in which states
save money in good times so that they can withdraw funds to support budgets in future
recessions. All but five states and the District of Columbia have such funds, although not

u Dye and McGuire, p. 175.
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all states maintain the recommended balances of at least five percent of spending in these
funds. At the end of fiscal year 1997, following a number of years of strong economic
growth, only 11 Isuch -fundcontained an amount equal to at least five percent of general
fund appropriations; the average was 3.5 percent 26 A state with an appropriately funded
stabilization fund can compensate for the somewhat greater variability of sales tax revenues
over the business cycle that results from exempting from sales taxation.

Will an Exemption Benefit Low- and Moderate-Income Families?

Chapter I reviewed the evidence that low- and moderate-income families spend
higher portions of their income on food than wealthy families. It follows that the largest
proportional benefits of a sales tax exemption for food are received by families with low or
moderate incomes. As Table 1 in Chapter I shows, an average three- or four-person
household with an annual income of $10,000 to $19,999 may be expected to spend about 21
percent of earnings on food, while a family earning more than $70,000 may be expected to
spend four pereent of income on food. An exemption of food from the sales tax thus would
provide five times as much benefit, relative to income, to a lower-income family as to a
higher-income family. It should be noted, however, that the full differential would not
apply to a poor family that purchased a significant portion of its food using food stamps
provided by the federal government because since 1985 Congress has barred states from
irnposing the sales tax on food stamp purchases. On the other hand, many low-income
working families do not receive food stamps, and food stamps do not cover all of a family's
food purchases. Despite the federally mandated exemption of food purchased with food
stamps, a full exemption of food from state and local sales tax benefits low- and moderate-
income working families disproportionately.

" The jurisdictions without stabilization funds are Arkansas, the District of Columbia, Hawaii
Illinois, Montana, and Oregon. Corina Ecki, "States Broaden the Scope of Rainy Day Funds," The Fiscal
Letter, 17(2), (March/April 1995). The I1 states with fve percent or more in their funds in 1997 were
Alaska. Delaware, Indiana. lowa, Maryland, Michigan. Minnesota, Mississippi. Nevada, Ohio, and
Oklahoma. National Conference of State Legislatures, State Budget Actions 1997 (Denver, 1997), p. 35.
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Georgia's Food Exemption: Who Will Pay the Price?

Under recent legislation, Georgia reduced its tax on food for home consumption from
the four percent general sales tax rate to two percent on October 1, 1996, and then to one percent
on October 1. 1997. Taxation of food Is scheduled to be eliminated on October 1, 1998. The
exemption for food reduced tax receipts by $125 million in fiscal 1997 and will reduce revenue
by $500 million annually - about four percent of total state revenue - when fully phased in.
Local sales taxes enacted before October 1, 1996, and all special-purpose local sales taxes may
follow the exemption at the option of the local government. -

The bill was passed partly in response to complafnts that Georgia's tax system was
highly regressive. Georgia's income tax fails to redress this probleni; it has a virtually flat rate
structure and offers only a modest credit to offset the burden of other taxes on low-income
taxpayers.

During the last two years, the state considered several ways to cut taxes other than
exempting food from the sales tax. A legislative study commission recommended raising the
personal exemption and standard deduction for the income tax; this change would have
distributed the tax cut relatively evenly among families earning more than $15,000 but would
have provided no relief to most families earning less than $11,000. (The personal exemption
was increased in 1998.) The commission also recommended expanding the sales tax to include
more services. A proposal to offer tax credits to property owners of up to $250 for property
taxes paid to local governments passed the legislature in 1995 but was vetoed on the grounds
that it violated the state constitution.

The exemption of food will make Georgia's tax structure somewhat less regressive and
compares favorably with the alternatives considered at the time by the legislature. However,
neither the govemor nor legislative leaders have indicated how they will compensate for the
$500 million in lost revenue. Even without the tax cut, the legislative study commission
predicted in 1995 that revenues will grow more slowly than government expenditures for the
rest of the decade, resulting in a $2.2 billion deficit - 14 percent of revenues - in the year 2000
unless changes are made.

The fiscal 1997 budget financed the initial reduction in sales tax revenue in part with
large cuts to the state's Department of Human Resources, including cuts to programs for low-
income families. Further cuts in these and other programs so far have been averted by
unusually strong economic growth and caseload decline, circumstances that may or may not
continue in future years. Unless the state fmds other ways to compensate for the revenue loss,
the effectiveness of the food exemption in providing relief to low-income households could be
blunted.

Sources. "Final Report of the Joint Study Commission on Revenue Structure," reprinted in State
Tax Notes, April 10, 1995. Atlanta Journal and Constitution, various articles.

A sales tax exemption is well targeted toward lower-income families in another way
as well. To receive a tax reduction, a family need not file any forms. As discussed n the
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next chapter, a filing requirement poses a significant barrier to lower-income famllies that
are eligible to receive tax relief. In addition, with a sales tax exemption, a
fantily need not wait for a refund to be processed; the benefits show up immediately in
reduced weekly grocery bills. For families struggling to make ends meet or to remain off
welfare, immediate tax relief may be more useful than a lump-sum credit that is received
once a-year.

Critics of a food-tax exemption note that because well-off families spend more
absolute dollars on food than poor families - purchasing steak, exotic produce, and fancy
cheese in addition to milk and bread - the majority of the benefits from a tax exemption go .
to families earning above the median income.z7 This criticism is true to some degree. The
data in Table 1 show that an average family of three`or four with income of at least $70,000
spent about $4,500 on food for home consumption, while a family with income between
$20,000 and $29,999 spent less than $3,300. There are a variety of ways other than taxing
food, however, in which a state can recover some or all of the income lost by exempting
higher-income households from the food tax. For example, states can adjust their income
tax rates or can tax services used primarily by higher-income residents.

Finally, the extent to which an exemption for food purchases under the sales tax
benefits low- and moderate-income families may depend on how the state budget
accommodates the revenue lost by exempting food. (See "Georgia's Food Exemption: Who
Will Pay the Price?" on page 22.) If the revenue is replaced by making the income tax more
progressive, for example, the exemption will benefit the low-income population. Similarly,
if the lower revenue resulting from a food exemption is accommodated by reducing
spending on programs that do not primarily assist low- and moderate-income households,
it is likely that low-income households will receive the intended benefits of the food
exemption.

Caution should be exercised, however, in considering proposals to pay for a food
exemption by raising the general sales tax rate on the remaining items covered by the sales
tax. Although states vary in the specific consunlption items they tax, all state sales taxes -
with or without a food tax - are regressive. The primary reason Is that households at
higher incomes levels tend to save more and consume less as a proportion of their income
than do families at lower income levels. As a result, a dollar-for-dollar swap of a food
exemption for a rate hike would lighten the tax load on low- and moderate-income families
only slightly. If the revenue loss cannot be offset through substitution of income tax
revenues or other progressive means, it might be possible to offset the revenue loss by
broadening the tax base to include more services. Depending on the services included,
expanding the sales tax base to include services could be a less regressive choice than
raising the sales tax rate, and it would have the added benefit of increasing revenue
growth.

27 Efforts to nan•ow the exemption to food "necessities" have tended to Focus on taxing snack foods, a
focus that creates administrative problems without necessarily improving the distributional
consequences.
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With most states in relatively solid fiscal condition, many state policymakers believe
that tax cuts can be enacted without the need to enact offsetting tax increases or spending
cuts. In effect, these states have already made the decision to cut taxes and are in the
process of deciding which tax to cut. The taxes chosen for reduction will have a major
impact on whether the resulting tax relief is targeted toward low- and moderate-income
taxpayers or toward higher-income4axpayers. The tax systems of most states are already
significantly regressive; that is, they take a larger proportion of the income of lower-income
families thari of more affluent families. This regressivity is largely because states derive
about half of their revenues - 49 percent in 1995 - from sales and excise taxes. States that
choose to cut top income tax rates or reduce income tax rates across the board will benefit
higher-Income taxpayers disproportionately and will exacerbate the regressive nature of
state and local taxes. Alternatively, eliminating the sales tax on food can provide some tax
relief to all taxpayers while giving low- and moderate-income taxpayers a higher
proportion of benefits relative to income.

Administrative Issue's

Difficulty of administration is a third issue sometimes cited as a problem associated
with exempting food from the sales tax. Sales tax exemptions can create headaches for tax
administration because they lead to classification and compliance problems. For example,
New York (like many other states) exempts food but taxes candy and many soft drinks.
State administrators have interpreted this law to mean that chocolate-covered peanuts and
large marshmallows are taxed but plain peanuts and small marshmallows are not.28
Retailers often object to enforcing such fine distinctions. Similar problems arise from the
need to differcntiate food for home consumption from take-out meals, particularly since
many grocery stores now offer take-out food.

One solution to this problem - the approach selected by Georgia, Missouri, and
North Carolina - is to follow the classification system set up by the U.S. Department of
Agriculture to identify items eligible for purchase under the federal food stamp program.
Under federal law, food stamps may be used only to purchase "food," and the Department
of Agriculture defines such items broadly to include most edible grocery store items,
including snack food and non-alcoholic drinks but excluding prepared meals. The vast
majority of grocery stores accept food stamps, and in most cases have programmed their
store scanners to recognize which items are defined by ttte federal government as "food"
and which are not. By piggybacking on the federal definition, states should find it

za Steven D. Gold. "Simplifying the Sales Tax: Credits or Exemptions?" in William F. Fox, ed., Sales
Taxation: Critical Issues in Policy and Administratlon (Westport, Conn: Praeger, 1992), p. 162.
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relatively easy to determine what counts as food and what does not, and most stores should
find it relatively easy to deterniine which purchases to tax and which not to tax.Z9

Another practical barrier to exempting food is the practice in most states of
"piggybacking" local sales taxes onto the state-defined sales tax base.' Of the 20 states that
tax food at the state level, 17 allow local governments to levy sales taxes. In 13 of those
states, the local sales tax base is required by law to conform to the state tax base. In the
other four states, conformity is the traditional practice but is not required by state law. (See
Table 6-) Conformity makes the sales tax easier to administei and easier for retailers to
collect.

But conformity also means that if a state chooses to exempt food, local governments
stand to lose a significant amount of revenue. In many of the states that tax food, local
governments depend heavily on sales taxes; the average city or county in Alabama,
Oklahoma, and Louisiana, for instance, derives over one-third of its tax revenue from
general sales taxes. Those local governments may object vigorously to losing the portion of
tax revenue that comes from taxing food, especially because state law often constrains the
revenue options available to localities.

At the same time, high local sales taxes mean that a state-only exemption would go
only partway toward lifting the food-tax burden on residents. In some places (certain cities
in Alabama and Louisiana, for instance), a state exemption would eliminate less than half
of the total tax on food- Exempting food at the state level thus often requires a legislature to
weigh carefully the fiscal difficulty of lost revenue for local governments, the practical
difficulty of administering different state and local sales tax bases, and the possibility that a
statc-only exemption might reduce benefits to faritilies.

One compromise to the state/local dilemma - the alternative selected by Georgia -
is to allow local governments to choose as a local option whether to tax groceries. Such a
compromise, however, may provide more relief to the wealthy than to the poor. Localities
with low-income residents may be unable to absorb the revenue loss and thus may keep the
food tax, while those with wealthier residents may have a

29 Georgia and Missouri are including some minor modifications to the food stamp rules. For
instance, vending-machine food may not be purchased with food stamps but is covered by the Georgia
and Missouri exemptions: on the other hand, vegetable seeds for gardening are eligible for food stamps
but will continue to be taxed in Georgia.
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Table 6
State and Local Sales Taxes and Exemptions for Food

No State Sales Tax State Sales Tax - State Sales Tax -
Food Exempt Food Not Exempt

No local sales Delawaro Connecticut Hawaii
tax Montana Indiana Mississippi

New Hampshire Kentucky West Virginia
Oregon Maine

Maryland
Massachusetts
Michigan
New jersey
Rhode Island
Vermont

Locaisalestaxes California Arkansas
follow state Florida Georgia (until 1998')
law on food Iowa Illinois'
exemption Minnesota Kansas

Nebraska Missouri"
Nevada New Mexico
New York North Carolina"
North Dakota Oklahoma
Ohio South Carolina
Pennsylvania Tennessee
Texas Utah
Washington Virginia
Wisconsin Wyoming

Local govemments Alaska Arizona Alabamac
have option Colorado Idahod
to tax food Georgia (beginning in Louisiana'

199g)' South Dakotas

Note. The District of Columbia has a sales tax that exempf.sfood.
a Illinois taxes food at the state level at a lower rate than other goods. State law excludes food from the sales tax base
6or some local governments and includes it for others.

Missouri and North Carolina tax food at lower mtes than other goods. Food remains fully taxable under local sales
taxes.
` Alabama cities must follow state law on exemptions. Counties may follow their own enabling legislation, but most
follow state law.
d In Idaho the thme cities with general sales taxes are not required to tax all goods taxed by the state sales tax, but
none have specific food exemptions.
e Georgia taxes food at a lower rate than other goods. As of October 1. 199A. Georgia will exempt food from the state
sales tax and from newly enacted local taxes. Local govemments may choose whether to exempt food from sales
^axes enacted before October 1, 1996.
Louisiana taxes food at the state level at a lower rate than other goods. Local govemments set their own sales taxes,

but most tax food at the same rate as other goods.
g In South Dakota cities that choose to tax food are subject to a lower tax limit for food for consumption at home (one
percent) than for other items (two percent).

Sources. Commerce Clearing House. State Tax Guide. Individual state revenue departments.
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stronger tax base and therefore can afford to exempt food. An example is provided by
Arizona, where three-fourths of the 81 cities tax food as a local option. A 1991 study
showed that Arizona cities with lower per capita incomes were more likely to tax food.
Thus, if an option is provided, cities with theIargest concentrations of residents likely to
benefit from a food exemption could be the least likely to choose the exemption so

A better solution to the problem of local exemptions might be for the state to require
exemption of food at the local level but to replace lost local revenue.with increased state aid
or to authorize an additional source of revenue for local governments, such as a sales tax on
services or a local income tax.

3o Helen F. Ladd and Dana Weist, "General Sales Taxes," in Theresa J. McGuire and Dana Wolfe
Naimark, eds., State and Local Finance for the 1990s: A Case Study of Arizona (Tempe, AZ: School of Public
Affair;, Arizona State University, 1991).
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Ill. Tax Credits to Offset the Sales Tax on Food

Despite the benefits of sales tax exemptions for food noted in the previous chapters,
the public finance literature often views such exemptions as an expensive and ill-targeted
instrument by which to improve the sales tax. The alternative most commonly suggested
by tax experts is a targeted, refundable food-tax credit for low-income consumers. Credits
do little or nothing to improve the growth of sales tax revenue over time. Instead, they
address the second major problem with the sales tax on food - its regressiveness.

In theory, a food-tax credit can provide comparable benefits to low-income families
at a substantially lower cost than a food exemption. A study in Minnesota, for instance,
found that the state could create a broad sliding-scale credit, targeted to low-income
families, for one-third the cost of its food exemption.31 For practical reasons, it generally is
not recommended that such a credit be tied to actual food purchases. Rather, credits
generally are based on a fixed per-family or per-person amount, sometimes adjusted the
basis of family income. Even so, the ability to target can provide substantial benefits to
low- and moderate-income families at a relatively low cost.

Credits can have other benefits. A credit for groceries can be targeted directly to
residents of a state, while an exemption for groceries may provide benefits to a significant
number of out-of-state visitors as well (especially in a major tourist state). Furthermore, a
credit avoids the complication of ensuring that retail stores properly distinguish between
food and non-food items.
States' Experiences with Credits to Offset the Food Tax

In practice, credits have performed less well than their theoretical promise. Four
states - Georgia, Hawaii, Idaho, and Oklahoma - now offer modest credits on income tax

31 Steven D. Gold, "Simplifying the Sales Tax: Credits or Exemptions?" p. 160.
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returns designed.explicitly to offset some part of the grocery sales tax; the credits are
"refundable" so that families with no income tax liability may nonetheless claim the
credits.32 Three other states - South Dakota, Wyoming, and Kansas - offer direct rebates
that are administered outside of an income tax. Table 7 shows the structures of these
credits. The experiences of states that have created credits or rebates to offset the sales tax
on food have raised a number of issues.

• Will a state structure the credit to provide significant relief to low-income
households?

• WiIl the credit reach all or nearly all of its intended recipients, including
households that otherwise would not be required to file income tax returns?

Can the credit be sustained over time, including periods in which tight fiscal
conditions make it an attractive target for cutbacks?

Structuring the Credit

Existing credits and rebates designed to offset the sales tax often fail to provide
significant relief for many low-income families. To offset fully the sales tax on food for the
low- and moderate-income families on which it imposes a significant burden, a credit or
rebate should meet two tests. First, it should be available to all poor and near-poor
individuals and families who are exposed to the tax. Second, it should be large enough to
offset the sales tax on a family's grocery purchases. None of the seven states now
administering sales tax credits or rebates meet these two tests.

Credits Are Not Available to All Low- and Moderate-Income Households

In five of the seven states, the credit or rebate is so narrowly targeted that it is
unavailable to many needy families; the exceptions are Hawaii, where all residents are

32 Until recently. New Mexico and Vermont also had tax credits designed to offset sales taxes, but
these have been repealed in both states. Louisiana has had a provision on the books since 1984
providing a $50 per person credit or rebate to those deemed "certified poor,' but this provision has
never taken effect; see Steven D. Gold and David S. Liebschutz, State Tax Relieffor the Poor, 2nd ed.,
(Albany, NY: Nelson A. Rackefeiler Institute of Government, 1996), p. 88.
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Table 7
States with Refundable Credits or Rebates to Offset Food or Other Sales Taxes, Taz Year 1995

State (General Rebate or -
Sales Tax Income Tax Amount of
Rate) Credit Credit

Hawaii (4%u) - Credit $27 per
exemption

Oklahoma Credit $40 per
(4.5%) exemption

Idaho (5%) Credit $15 per
individual ($30
for elderly)

Major Eligibility Annual Cost
Requirements to State

Available to all residents $24 million
(calendar year

1995)

Gross household income $13.4 million'
< $12,000; for welfare (calendar year
recipients, credit is 1995)
folded Into monthly
payment

Available to all residents $18.2 million
except non-elderly (calendar year
-households with income 1996 estimate)
lower than state income
tax filing requirement
($5,400 for married filing
jointly)

Georgia (4%) Crcdit $5 to $26 per Income < $20,000 $15 million
exemption (fiscal year

1995-96)

South Dakota Rebate (state has $46 to $258 for Elderly or disabled $1.4 million
(4%) no income tax) individual, $74 persons with household (fiscal year

to $581 for income < $12,000 1995-96)
household.

Wyoming (4%) Rebate (state has Up to $500 for Elderly or disabled $1.7 million
no income tax) individual, persons with limited (fiscal year

$600 for assets and with 1995-96)
married couple household income

< $11,000 forjoint filers,
$7,500 for single.

Kansas (4.9%) Rebate (separate Up to $40 per Fainilies with children $2.2 million
from state head of and elderly or disabled (fiscal year

income tax) household, $30 persons; income 1994-95)
per dependent. < $13.000.

Note. Tax rates shown do not include local sales taxes.

a[ncludes $5-6 million paid directly to families through the tax system and $7.8 million distributed to low-
income households by the Department of Human Services.

Sources. State revenue and human services departments; Steven D. Gold and David S. Liebschutz, Sates Tax

Relief for the Poor (1996).
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eligible for the credit, and Georgia, where most low-income families are eligible fok.the
credit.'3

Two states, Wyoming and South Dakota, offer rebates only to the
impoverished elderly; other poor individuals and families are not
eligible.

• The other three states - Kansas, Oklahoma, and Idaho - make credits
or rebates available to non-elderly persons but exclude many needy
families from receiving the credit. The Kansas rebate is available only
to families with children, the elderly, and the disabled 34 Kansas and
Oklahoma each has an income ceiling for the credit that is well below
the poverty line for fainilies of four. And Oklahoma bans low-income
families from receiving the credit if they receive certain forms of public
assistance - even If that assistance is a small part of a family's income
or is received for only part of the year.' Idaho provides the credit only
to families that meet the state's minimum income tax filing
requirement ($5,400 for married couples filing jointly); this eliminates
working and non-working poor families with incomes below this
threshold.

Credits Tend to Be Inadequate

South Dakota and Wyoming offer substantial rebates to low-income elderly
households; these rebates are intended to offset not only the sales tax on groceries but also
other sales taxes and, in the case of Wyoming, property taxes as well, In the five states in
which the credit or rebate is not restricted to the elderly, however, the amount of the credit

33 Until 1997, Georgia state law denied the credit to families that received food stamps, but this
restriction has been removed.

'° This chapter describes the structure of the Kansas food tax rebate as it existed in March 1998. At
the time this report was completed, the Kansas legislature had passed an expansion of its food tax
rebate. If signed by the governor, this legislation will increase the amount of the rebate, expand its
availability to more poor and near-poor families, and allow eligible families to claim the rebate on their
income tax forms. However, the amount of the credit will remain insufficient to offset the full sales tax
on food for a typical family with poverty-level income.

35 Oklahoma denies the credit to families that receive welfare through Temporary Assistance to
Needy Families (the successor to Aid to Families with Dependent Children) for any part of the year,
thus increasing the cost of living for families on welfare and diniinishing the effectiveness of that
program in bringing children out of poverty. The source of this provision was a 1992 decision to offset a
proposed cut in benefits by folding the sales tax credit for welfare recipients into the welfare payment,
By cutting the credit rather than the welfare benefit, the state avoided a loss of federal matching funds.
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is inadequate to offset the sales tax on food paid by a typical family. On average, only half
of the sales tax on food paid by eligible families is rebated in these states.

The federal government each year estimates the bare minimum amount of spending
necessary for a family to purchase what the government considers an adequate diet. In
1995 for a family of four, the cost of this diet -known as the "Thrifty Food Plan" -was
about $382 per month, or nearly $4,600 per year. (The cost of the Thrifty Food Plan in
Hawaii, where food prices are dramatically higher than in the continental United States,
was estimated at $7,950.) State sales tax rates in the frve states with general sales tax credits
or rebates range from four percent to five percent, so a household of four following the
Thrifty Food Plan (in a state other than Hawaii) would pay about $180 to $230 per year in
sales on food ($4,600 x .04 = $184; $4,600 x .05 =$230). But the maximum available credit or
rebate in the five states ranges from $60 to $160, generally much less than needed to offset
the cost of the sales tax on food. As Table 8 shov3s, the credit or rebate available to a
"thrifty" family of four in any of the states offering credits in 1995 offset only between one-
quarter and three-quarters of the state tax on groceries.

Moreover, none of the sales taxes on food that are levied by local governments in
four of the five states were offset or rebated. Local sales taxes on food are as high as two
percent in Kansas, Georgia, and Idaho and four percent in Oklahoma, (Hawaii has no local
sales tax.)

Some states offer credits on a sliding scale - that is, credits that decline in value as
incomes rise. The practice of offering sliding-scale credits that begin to phase out at
relatively low income levels tends to erode further the value of the offsets available to low-
and moderate-income families. Thus, poor families with incoines over $6,000 in Georgia or
over $5,000 in Kansas are eligible for only a portion of the maximum credit, which itself
covers less than the full amount of the food tax. As a result, a family of four with an
income of $10,000 in Kansas receives a credit ofjust $65, one-half the maximum credit. For
that fam.ily, the credit could have offset only 29 percent of taxes paid on groceries.

Credits Diminish or Erode over Time

At times in the last 15 years, a few states offered exemplary credits. Notable among
these states were Hawaii, until 1995, and New Mexico, until 1986. Hawaii has a broad four
percent sales tax that covers not just food and tangible goods but also medical and other
services. For several years, the state offered a credit of $55 per family member to offset the
tax on food, providing substantial relief. In 1991 the credit covered 80 percent of the tax on
groceries paid by a faniily of four abiding by the Thrifty Food Plan for Hawaii, despite the
extraordinarily high cost of groceries in that state. The food credit, along with other sales
tax credits for medical services and other necessities, cost the Hawaii treasury about $85
million, or 6.7 percent of the state's sales tax revenue in 1991. Of that amount, about $18
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Table 8
Food Sales Tax Credits/Rebates Available and Actual Sales Taxes

Paid by a "Thrifty" Family of Four in 1995

Maximum Available State Sales Tax on Portion of Tax Offset
State Credit or Rebate Groceries' by Creditor Rebate

Idaho $60 $229 26%

Hawaii $108 $318 34%

Georgia°•` $104_ $183. 57%

Kansasb $130 $224 58%

Oklahoma $160 $206 78%

Average $112 $232 51%

Note. This table excludes the effects of local sales taxes on food. Local sales taxes are as
high as four percent in parts of Oklahoma and two percent in partsof Kansas, Georgia,
and Idaho, and they are not offset by credits or rebates. Hawaii has no local sales tax.
° Based on the federal govemment's "Thrifty Food Plan" for a family of four, which for
1995 was $4,584 ($7,950 in Hawaii).
"Figures reflect the maximum credit amounts, which in 1995 were available only to
families with very low income (below $6,000 in Georgia, below $5,000 in Kansas). Other
eligible families received smaller amounts.
`Georgia taxed food fully at the general four percent rate in 1995 but reduced the rate in
1996.

million was targeted directly to the
poor.36 Unfortunately, these credits were scaled back sharply beginning in the 1995 tax
year. (See discussion at the end of this chapter.)

New Mexico, which like Hawaii has a broad four percent sales tax on goods and
services, also used to have an exemplary credit program. The state offered two excise tax
rebate programs, one for medical and dental expenses and one for food. The credit for food
purchases was $45 per exemption for residents with incomes up to $30,000 and smaller
amounts for residents with incomes between $30,000 and $45,000. Because of fiscal

36 State of Hawaii, Department of Taxation, Tax Credits Claimed by Hawaii Residents, 1991 (Honolulu,
1992) and U.S. Department of Commerce, Bureau of the Census, State Government Finances: 1991
(Washington, D.C., 1993).
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problems, the food credit-was suspended in 1986 for all families with incomes above
$10,000 and was repealed in 1993 37 (See discussion below.)

New Mexico continues to have a"Low-Income Comprehensive Tax Rebate" that is
intended to offset the burden of all state and local taxes on the poor. The rebate is limited
in scope. In March 1998, the state enacted the first expansion of the rebate in a number of
years, increasing the credit to $85 for a family of three at the poverty line and to $80 for a
family of four at the-poverty line. The credit is not adjusted for inflation automatically, so it
is likely to erode in value over time.

In any state, credits that are not automatically adjusted for inflation fail to keep up
with the sales tax burdens they were intended to offset. For example, from.1987 to 1998
Kansas failed to adjust for inflation either its $13,000 household income limit or the amount
of the refund. As a result, the eligibility limit - once 12 percent higher than the federal
poverty threshold for a family of four - fell to 19 percent lower than the federal poverty
threshold, resulting in the exclusion of increasing numbers of poor households from the
program. For households that still qualified, the value of the rebate eroded as a result of
food price inflation and a general increase in the sales tax rate in the early 1990s. In 1987,
the maximum refund offset about 95 percent of the state sales tax that a family of four
would pay if they purchased the U.S. Department of Agriculture's minimally adequate
Thrifty Food Plan; in 1995 the credit offset about 58 percent of the tax on that family's
groceries. As a result of the failure to adjust either the income eligibility criteria or the
value of the credit for inflation, the total amount of rebates provided to Kansas residents
declined steadily from $3.8 million in 1988 to about $2.2 million in 1995- The amount of
state funds.devoted to the credit declined even though both the number of Kansans in
poverty and the amount of food taxes paid by each Kansas household increased.

In theory a credit can be designed and funded at a level sufficient to offset the cost of
the sales tax on food for low- and moderate-income households. Nevertheless, experience
suggests that credits of this level either are not enacted or cannot be sustained. The
difficulty in sustaining credits is discussed further below.

Reaching the Intended Recipients of a Credit or Rebate

Another challenge to the success of a credit or rebate in offsetting the sales tax on
food is the difficulty in reachfng the intended recipients. Rebates are administered outside
existing tax systems and thus depend wholly on public awareness. Tax credits are easier to
bring to the attention of potential recipients because they are typically administered
through the income tax, which most people file anyway. Manypoor families who are

" Steven D. Gold, State TaxRelieffor the Poor, (Denver: National Conference of State Legislatures,
1987), pp. 76-77.
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among the intended beneficiaries of the credits, however, do not normally file state income
tax returns because their incomes are too low.

To be successful, therefore, a credit or rebate generally has to be large enough to be
worth the effort of filing a tax return or rebate claim and has to be accompanied by an
aggressive outreach campaign that publicizes the availability of the credit and the method
by which it can be claimed. The contrast between participation in the Kansas rebate and in
the New Mexico and Hawaii credits illustrates the importance of these two features.

The Kansas credit to offset sales tax paid on food is a classic example of
failure to achieve participation. Since 1986, the Kansas Food Sales Tax Refund
Program has covered households that have income less than $13,000 and that
contain at least one child under the age of.18 or an elderly, blind, or disabled
person. The refunds are admini5tered separately from the state income tax, so
that anyone who qualifies must file separately. Kansas officials originally
estimated that 38 percent of the 246,000 eligible households would participate.
Even this conservative estimate proved too high. After three years, only 34
percent of etigible households were claiming the credit. Participation rates
rose modestly during the recession of the early 1990s but then fell again, to
about 33 percent iit 1994.'$

• New Mexico and Hawaii, on the other hand, had considerable success
encouraging participation in their rebate programs. New Mexico estimates
that between 85 percent and 95 percent of the eligible population receive the
Low-income Comprehensive Tax Rebate, the state's only remaining credit.
New Mexico officials attribute their success to extensive outreach efforts,
including the maintenance of 10 field offices throughout the state to assist
residents in filing for the rebates. This participation rate was achieved after
16 years of experience with the Low-Income Comprehensive Tax Rebate in a
relatively small state. It is unclear whether the larger excise tax credits that
were formerly available along with the rebate also played a role in attracting
participation.

3' The Kansas Department of Revenue reports that 47,000 households filed for refunds in 1994- A
Center on Budget and Policy Priorities analysis of microdata from the federal Current Population
Survey shows that about 143,000 Kansas households in 1994 met the eligibility standards, for a 1994
participation rate of about 33 percent. Comparable analyses of data for 1990 and 1992 show
participation rates of 44 percent and 46 percent respectively. Since Current Population Survey data are
subject to substantial sampling error, the apparent fluctuation might be simply the result of such errors.
In any case, the actual participation rate clearly remains well below 50 percent. The participation rate
will likely increase in future years as a result of new legislation increasing the size and scope of rebates
and allowing taxpayers to claim the rebate as a credit on their income tax forms.
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Hawaii conducts an extensive outreach and information campaign for its
credits. For the tax year 1994, the latest year for which data are available,
Hawaii's tax department reported 92-peicent participation in its food credit,
which was the refundable $55 credit per exemption available to all residents
(since reduced to $27 per exemption). That participatton rate reflects the
percentage of income tax filers that claimed the credit. A more accurate
estimate might be obtained by dividing the total number of credits claimed,
about 950,000, by the state's 1994 civilian population of 1.13 million, for a
participation rate of 84 percent. Analyst Steven D. Gold points out, however,
that the non-participants were likely to be found disproportionately among
lower-income groups because lower-income households are not required to
file tax returns.39 In addition, although data are not yet available, the
reduction of this credit and the elimination of the other two credits effective in
tax year 1995 probably reduced the financial incentives for low-income people
who did not owe taxes to file returns to claim the credit. As a result,
participation is likely to have declined.

The experience with the federal Earned Income Tax Credit, which is claimed
by about 80 percent to 85 percent of eligible families, is also instructive. This
high participation rate results largely from extensive outreach efforts over
many years by the Internal Revenue Service and an annual outreach
campaign conducted by more than 6,000 nonprofit and business organizations
nationwide. The number of families with children receiving the credit nearly
doubled from 1988 to 1995, partty owing to expansions of the credit and
iticreases in the number of working poor families, but also owing in large part
to expanded outreach efforts.

These examples suggest that unless a state is willing to make a commitment to
aggressive outreach and promotion of a credit, the credit is unlikely to act as an effective
offset to the sales tax on food.

Credits Are Vulnerable During Fiscal Crises

Another issue is whether credits will be sustained or cut when a state faces fiscal
difficulties. States have a history of frequently modifying tax credits. During periods of
fiscal stress, such as when revenues decline in a recession, credits often have been
suspended, reduced, or eliminated as a readily available means of increasing revenues.
Although the repeal of a food exemption would require a long lead time to allow retailers
to reprogram their equipment and would impose costs of adjustment on state businesses, a

39 Gold, "Simpiifying the Sales Tax," pp. 162-167.
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credit could simply be suspended any time before the filing season begins. Furthermore,
since credits generally are claimed in the year following the one in which expenditures
were made, suspension of a credit late in the year still would yield revenue equivalent to
the entire year's intended tax relief. In contrast; an exemption may be repealed only
prospectively.

The sales tax credit programs in Hawaii and New Mexico in the 1980s were in many
ways models for the nation, as was a comparable property tax credit for renters in
California. All three, however, have now largely fallen victim to fiscal stress.

New Mexico's tax credits were broadly targeted in the 1980s to families of
modest means but were narrowed in 1986 to apply to only.the poorest
families. The limited medical and food credits were fully repealed during the
fiscal crisis in 1993; the money saved was said to be used to finance Aid to
Fainilies with Dependent Children and health programs.

• California's property tax credit for renters provides another example of repeal
or suspension during times of fiscal distress. The renters' credit program, a
refundable tax credit intended to offset the cost of property taxes passed from
landlords to tenants through rents, was limited to low- and moderate-income
households in fiscal years 1991 and 1992 and has been suspended entirely
since fiscal year 1993.

•. Hawaii, unlike the other two states, expanded its credits in the late 1980s to
cover more taxpayers. But in 1995, facing fiscal strain, Hawaii eliminated two
of its tax credits (the credit for medical services and the low-incortie excise tax
credit) and halved the food credit from $55 to $27 per family member.40

The examples of New Mexico and California suggest that narrowly targeted credits
may not have sufficient political support to be sustained during a fiscal crisis. The
experience of Hawaii, however, shows that even broad-based credits are not immune to
fiscal pressures.

Designing a Credit That Works

States have confronted substantial problems in implementing sales tax credits. But
these problems are not insurmountable. A model credit to offset the sales tax on groceries
would have the following features:

40 The credit for medical services was maintained for nursing facility care only.
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• The credit would be either (a) available to all households or (b) available in
the full amount to households with incomes below 150 percent or 200 percent
of the poverty line, and would be phased out gradually as household income
increased above 200 percent of the poverty line. -

• The credit would vary with the number of individuals in a household to
reflect the greater amount of food purchased by large families.

• If possible, the credit would be administered through a state income tax and
would be fully refundable to offset the sales tax on groceries for all eligible
families. (A credit that is not refundable would offset only income tax
liability, not sales tax payments.) A rebate program outside of an income tax
is also a viable option,

• Intensive outreach efforts would accompany the credit.

• The credit would be large enough to offset the full amount of state and local
food taxes paid by a family at the poverty line and would be adjusted
automatically each year to reflect food cost inflation. These goals would be
accomplished by linking the credit to the federal government's Thrifty Food
Plan, which computes the lowest possible cost of a nutritious diet for a family
of a given size and composition. (In 1997, the Thrifty Food Plan for a two-
parent family of four in the lower 48 states cost $4,950 per year; for a single
person it cost $1,400.) Since the Thrifty Food Plan is adjusted annually for
changing food prices, such links would prevent inflation from eroding the
credit's value.

The credit would be built on a strong base of political support to ensure it
survives in the long run.

Since the credit would not alleviate the drag on revenue growth created by
the food tax, other steps to improve revenue growth - such as broadening the
sales tax base to include services - would be considered as well.
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IV. Comparing an Exemption with a Credit

We can compare a food-tax exemption with a food-tax credit by considering the
effects of alternative approaches on typical families. The comparison below considers a
hypothetical food-taxing state with a five percent state sales tax and a two percent local
sales tax that taxes food in the same manner as the state tax, for a total sales tax rate of
seven percent. Three possible legislative proposals to ease the burden of the sales tax on
food are examined.

• Proposal One would exempt food from state and local sales taxes altogether.

• Proposal Two would enact a targeted tax credit that resembles the credits now
available to families in Georgia, Idaho, Kansas, and Oklahoma, the four states
with tax credits targeted to low-income elderly and non- elderly families.
Such a credit is assumed here to equal $30 per person, available to taxpayers
with incomes of $15,000 or less.

• Proposal Three would offer a credit to low- and moderate-income families
based on the federal government's Thrifty Food Plan and on the state's sales
tax rate of seven percent. The full credit would equal $350 for a family of four
($4,950 x.07) and $100 for a single person ($1,400 x.07). Families with
incomes below 150 percent of the poverty line would be eligible for the full
credit. Half of the credit would be available to families between 150 and 300
percent of the poverty line, and no credit would be available to families above
300 percent of the poverty line. This proposal is designed to overcome the
shortcomings of existing credits.
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Table 9 shows the effects these proposals would have on five households of varying
size and income levels.

• To a family of four with an income of $15,000 and a yearly grocery bill of
$4,900, an exemption from the sales tax on food would provide an annual tax
break.of $343. That benefitwould be comparable to the value of the model
credit ($350) but well above the value of a credit similar to those existing in
other states ($120).

• Moderate-income families also would benefit from either the exemption or the
model credit; a family of four with an income of $30,000 (about 180 percent of
poverty) would receive a tax break of about $364 from an exemption and
about $175 from a model credit. A moderate-income family would receive no
food-tax offset froin a credit that resembled the credits now available in other
states.

• An exemption would provide the largest benefit, in dollar terms, to the
highest-income family - giving nearly $500 to a family earning $100,000, as
compared with nearly $350 to the family earning $15,000. As a percentage of
income, however, the benefit from an exemption would be greater for a poor
family than for a higher-income family.

The different benefit patterns provided by an exemption and a credit must be
weighed in tandem with the other advantages and disadvantages of each strategy. A tax
exemption is less well targeted and more expensive, but It reaches all intended consumers.
Furthermore, relative to income, the tax relief it provides is proportlonally greatest for
lower-income households. Exempting food also improves the long-term growth of sales tax
revenue by reinoving a declining segmerit of consuinption from the sales tax base. A tax
credit or rebate can target benefits closeiy to a specific population and costs less than an
exemption, but existing credits are inadequate to offset the full food costs of poor families
and may not reach all of the intended recipients. In addition, history suggests that states
will allow credits or rebates to erode in value with inflation and will reduce or repeal
credits during times of fiscal shortfalls.
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Table 9
How a Food Sales Tax Exemption or a Credit

Would Affect Families of Different Sizes and Income Levels ln 1997

Family of Four Single Person

Income $15,000 $30,000 $100,000 $7,500 $45,000

Food spending (cash) $4,900 $5,200 $7,000 $1,600 $1,840

Current tax on food @ 7 percent $ 343 $ 364 $ 490 $ 112 $ 129

Tax saving from:

Proposal 1(exemption) $ 343 $ 364 $ 490 $ 112 $ 129
Tax cut as percent of income 2.3% 1.2% 0.5% 1.5% 0.3%

Proposal 2 (typical credit) $ 120 $ 0 $ 0 $ 30 $ 0
Tax cut as percent of income 0.8% 0.0% 0.0% 0.4% 0.0%

Proposal 3(model credit) $ 350 $ 175 $ 0 $ 100 $ 0
Tax rut as percent of income 2.3% 0.6% 0.0% 1.3% 0.0%

Note. Estimates of food spending are drawn from 1994-95 Consumer Expenditure Survey data,
adjusted upwards to reflect systematic underreporting of food purchases in the survey (see
Appendix for discussion of the underreporting issue) and adjusted for inflation to 1997.
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V. Conclusion

State tax systems typically have two major shortcomings. First, they place an
unnecessarily heavy tax burden on low- and moderate-income households. Second, in
many states the revenue they generate does not grow at an adequate pace without periodic
increases in tax rates. These shortcomings are exacerbated in states that levy their sales
taxes on the purchase of grocery food because food consumption as a percentage of income
is particularly high among the poor and because food purchases in the economy as a whole
are declining as a share of total consumer spending.

Many states have addressed these shortcomings by exempting food from the sales
tax or taxing it at a lower rate. Such exemptions make tax systems less regressive and
improve revenue growth. Although full exemptions are not simple to implement,
especially given the large loss of revenue associated with such a tax cut, the experiences of
the 25 states that have full exemptions for food and the five that have lower rates for food
suggest that the barriers to implementation may be overcome. Once sales tax exemptions
for grocery food are enacted, they are not often repealed.

An alternative method of relieving the food tax is for a state to offset the tax
payments with credits or rebates. Although this alternative does not improve revenue
growth, it can reduce the regressiveness of state taxes and would cause less loss of revenue
to the state than would an exemption. In practice, however, state credits and rebates have
often been too small and too narrowly targeted to relieve the food tax on the poor fully.
Credits and rebates are also less effective than exemptions because of low participation
rates and because they have proved vulnerable to elimination in Hmes of fiscal crisis. After
more than a decade of experiments in more than half a dozen states, no state has yet
developed and maintained a credit that even comes close to fully offsetting the food tax for
all or most poor residents.
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Appendix: Sources of Data on Food Expenditures

Data on food expenditures in this report are drawn from three major sources: the
U.S. Departrnent of Agriculture's annual publication Food Consumption, Prices and
Expenditures; the U.S. Department of Commerce"s National Income and Product Accounts;
and the U.S. Department of Labor's Consumer Expenditure Survey. The Agriculture
Department uses a detailed model, based on surveys of food producers and retailers plus
Census Bureau data, to compute total food expenditures nationwide. The Commerce
Department relies on similar sources. The Agriculture Department's aggregate results are
probably the most reliable available, but they lack consumer-level detail that would show
the differences in spending patterns by different groups of consumers; they also lack state-
by-state breakdowns.

The Consumer Expenditure Survey calculates food spending from interviews with
individual consumers. The CES is thus the only reliable source of information on how
different households choose to spend their money, and almost all studies of food- spending
patterns rely on CES data. A further advantage for state-level analysis is that CES data are
available broken down by four regions. Nonetheless, the CES has some significant
drawbacks.

The CES underreports income. Because CES income estimates are drawn froin
interviews with individual households, income tends to be underreported.
Compared with the Census Bureau's Current Population Survey, generally a
more reliable source for income data, the CES understates income by 10
percent to 15 percent.

Expenditures may appear greater than income. In the low-income ranges of the
CES, the average family spends more money than it has in income, which

47

124



seems illogical. Besides underreporting of income, there: are several possible
explanations. Households going through a period of unemploymerit or
business losses.may be spending down their savings. Students may be living
off college loans. And retirees may be drawing down their pension funds.

• Food purchases are underreported. The CES asks households to keep a diary of
food and other purchases over a two-week period. These diaries may vary in
reliability, and they tend to understate total food purchases. For instance, the
CES estimates that in 1993 100 million U.S. consumer units spent an average
of $2,735 on food consumed at home (excluding alcohol); this implies
nationwide food spending of $274 billion. The Department of Agriculture,
using mostly producer and retailer sources of data, estimates that 1993
expenditures on food for consumption at home totaled $339 billion. The U.S.
Department of Comrnerce's National Income and Product Accounts, from the
Survey of Current Business, estimates 1993 food spending - food purchased for
off-premises consumption, excluding alcohol and pet food - at $368 billion;
the Commerce data are derived from Census Bureau surveys conducted every
five years. The CES.underestimates most other categories of spending as
well."t

For purposes of understanding the relationships between food, other expenditures,
and income, these shortcomings of the CES do not really matter, because the
underestimations of income and food spending generally cancel each other out. The basic
conclusions about food spending are not affected signif`icantly. These conclusions are that
food spending is a higher portion of income for low-income families than for high-income
families and two, that the difference between the consumption patterns of low- and high-
income families is greater for food than for other goods.

For calculating absolute dollar amounts - for instance, the appropriate size of a
food-tax credit - the weaknesses of the CES data do matter. To design a state credit, it
might be more appropriate to offset notwhat a typical family reports spending but rather
what it needs to spend to purchase a nutritious diet. The federal Thrifty Food Plan estimates
the minimum spending for a nutritious diet. As it tums out, the adjusted CES estimate of
actual spending by low- to moderate-income families, adjusted upward to account for

41 The Department of Agriculture figure includes purchases with food stamps. Other estimates of
food purchases vary even more widely and are based on varying sources and methodologies. Two
supermarket trade publications, Supermarket Business and Progressive Grocer, estimated 1993 food
spending at $242 billion and $224 billion respectively, figures that do not include purchases at small
food stores. See E. Raphael Branch, "The Consumer Expenditure Survey: A Comparative Analysis,"
Monthly Labor Review. December 1994; and Con.uumr Expenditure Survey Bulletin No. 2462 (September,
1995), pp. 10-11.
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systematic underreporting in the CES, is not very different from the Thrifty Food Plan's
recommended minimum spending. Food spending for the average 1ow- to moderate-
income family of four in 1994=95, estimated from the adjusted CES, was about $4,400; the
Thrifty Food Plan for a family of four iri the continental United States was $4,600.
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Chapter 4. Revenue

Introduction

This chapter explains the concept of revenue as it is used in the government finance statistics. 'fhis
includes the concepts of governmental revenue, revenue transactions between governments, and funds of
the same govemment. This chapter also contains the complete definition of revenue categories used in the
classification system. Chapters 8 and 9 contain topics related to the structure and purpose of "receipts" for
retirement and social insurance trust systems.

4.1 Revenue Definition

Revenue is defined as all amounts of money received by a government from external sources (i.e., those
originating fivm "outside the govemment"), net of refunds and other correcting transactions, proceeds
from issuance of debt, the sale of investments, agency or private trust transactions, and intragovetnmental
transfers.

4.1.1 Coveraee Issues: Revenue

Revenue comprises amounts received by all agencies, boards, commissions, or other organizations
categorized as dependent on the govemment concemed (see Chapter 1). Stated in terms of the
accounting procedures from which these data originate, revenue covers receipts from all accounting
funds of a government, other than intragovernmental service (revolving), agency, and private trust
funds.

4.1.2 Measurement Issues: Revenue

The methodology used to measure revenue involves addressing four issues: refunds and correcting
transactions; timing; aggregation and tabulation; and govetnment enterprise activities. Each is
explained below.

4.1.2.1 Measurement Issues: Refunds and Correetins Transactions

Revenue data are adjusted for refunds and otber correcting transactions. However, the rules for
refunds of taxes differ from those for other revenues. See Section 4.3.1.2 for details.

4.1.2.2 Measurement Issues: Timing

Revenue is measured over the full fiscal year of the government (see Section 3.2). Revenue
received at any time during the fiscal year is included in the measurable amounts reported. Thus
total property tax revenue reflects such tax collections received by the govemment over the full
twelve months of its fiscal year. As discussed in Chapter 3, governments often report revenue,
and keep their official accounting records, in terms of a modified accrual form of accounting.
Where this happens, Census Bureau statistics reflect this accounting approach, even though it
does not correspond exactly to the concept of cash received during the fiscal year.

Aggregate statistics for an individual government reflect the revenue of the parent government
and all of its dependent agencies. However, flows of funds between these entities are considered
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internal trensfers and are excluded, by definition, frorn revenue totals. These are treated as
intragovemmental revenue and are excluded in much the same way as most intragovemmental
service (revolving) funds.

Tabulated statistics on revenue for multiple governments reflect the fiscal yeats of the
governments being summed. Since these fiscal years differ, total statistics (such as for all Iocal
govemment in a state, or all townships nationally) reflect a mix of fiscal periods. For the annual
surveys of government fmartce, the Census Bureau makes no effort to adjust aggregates so that
they represent a standard time period. The Quarterly Summary of State and Local Tax revenue is
an exception, however. For this survey, statistics represent calendar year quarters and are also
aggregated for twelve month periods, rather than govemment fiscal years.

4.1.2.4 Measurement Issues: Government Enterprises Activities

Revenue of business-type activities of govemments (utilities and other commercial or auxiliary
enterprises) is reported on a gross basis. That is, related expenditures are not deducted from their
revenues to derive net revenue amounts.t In this regard, the Census Bureau uses a methodology
that differs from that used by some other statistical agencies. The most notable of these is the
Bureau of Economic Analysis (BEA) and its treatment of government enterprise activities for
purposes of the National Income and Product Accounts (NIPAs). The BEA essentially reports
govemment enterprise activities on a net basis.

4.1.3 Exclusions from the Revenue Defnution

The definition used for revenue, in combination with coverage and measurement issues, leaves certain
types of govemment revenue to be out-of-scope for Census Bureau surveys. The following types of
receipts are excluded from revenue:

• Taxes and other amounts paid under protest and held in suspense accounts subject to
possible refund. Such amounts are not reported as revenue unless and until the protest is
decided in the govemment's favor (see Section 3.11.1).

• Proceeds from borrowing, whether short- or long-term, except contingent loans and
advances wlilch are reported as intergovernmental revenues (see Section 3.7.1).

Recoveries or refunds of amounts spent in the same fiscal year, which are deducted from
expenditures (see Section 3.10.4).

• Proceeds from the sale of investments and the repayment of loans, except for contingent
loans as mentioned above. Any recorded profit or loss from the sale of investments,
however, is reported as revenue or expenditure, respectively.

• Transfers from agencies or funds of the same govemment (see Section 3.9).

Agency or private trust transactions, where the government is acting on behalf of others (see
Section 3.10).

1 An exception exists for NetLnttery Revenue, code U95, for which the costs of prizes are deducted from gross receipts. See

Section 4.9 and the explanation of code U95 for details.
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• Noncash transactions, such as receipt of technical services, commodities, property, noncash
gifts or bequests, and other "Yeceipts-in-kind."

4.2 The Four Sectors of Government - Revenue Issues

All govetnment finance statistics, including revenue, are categorized within the four basic sectors of
government, as explained in Chapter 2. As a result, there are four basic categories of revenue, as shown
below with their subcategories (referred to as type of revenue in Census Bureau statistics):

General Revenue - pertains to the general govemment sector and is classified by Type
Taxes
Intergovernmental Revenue
Current Charges
Miscellaneous General Revenue

Utility Revenue - pertains to the utility sector and is classified by uti6ty (Type = Current
Charges, by definition)

- Liquor Stores Revenue -penains to the liquor stores sector (Type = Current Charges, by
definition, except for exhibit codes)

Social Insurance Trust Revenue - pertains to social insurance trust systems and is classified by
system and by Type.

Sections 4.3 through 4.6 contain explanations of how revenue statistics are categorized in accordance
with these four sectors, by type of revenue.

4.3 General Revenue

General revenue comprises all revenue except that classified as liquor store, utility, or insurance trust
revenue. The basis for this distinction is the nature of the revenue source involved, not the fund or
administrative unit established to account for and control a particular activity.

There are four types of revenue within general revenue sector: taxcs, intergovenunental revenue, current
charges, and miscellaneous general revenue.

4.3.1 Taxes

Taxes are compulsory contributions exacted by a government for public purposes, other than for
employee and employer assessments and contributions to finance retirement and social insurance tmst
systems and for special assessments to pay capital improvements. Tax revenue comprises gross
amounts collected (including interest and penalties) minus amounts paid under protest and amounts
refunded during the same period. It consists of all taxes imposed by a govemment whether the
govemment collects the taxes itself or relies on another government to act as its collection agent.

4.3.1.1 Special Topics: Assignment of Tax Revenue

For classification decisions involving the assignment of taxes, the Census Bureau typically
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examines three factors - imposition, collection, and retention (or distribution) of tax proceeds.
The general rule is that tax collection amounts are assigned to the government controlling two of
the three factors. In determining the assignment of taxes, the Census Bureau gives primary
consideration to the govemment actually imposing the tax and usually credits that govetnment
with the tax collection. The goverturtent imposing a tax is the jurisdiction whose governing body
adopts the legislation or ordinance specifying the type of tax, scope, and rate and requiring its
payment. Genemlly, if another govenunent collects a tax for the levying unit, then that
govemment is considered to be acting as a collecting agent and is credited only with any amount
it retains as reimbursement for administration or other costs. These guidelines apply to all taxes,
wbether levied under general municipal powers, charter powers, or specific state legislative
authority.

• A locally-imposed and collected tax whose ordinance or statutory authorization specifies
a distribution of funds to other jurisdictions (either mandatory or optional) is credited to
the imposing government. In such cases, payments to the other units are treated as
intergovernmental transfers.

• Taxes adopted by a governtnent in response to requests from other jurisdictions who may
then share in the proceeds also are credited to the imposing goverinnent, the distribution
being treated as intergovernmental transfers.

• A state-mandated tax required to be levied by a local govemment and collected by that
govemment is credited to the local govemment imposing the tax.

• Sitnilarly, that portion of a state-enacted tax which is locally collected and retained is
credited as a tax of the collecting agency. This is true even if there is a voluntarv sharing
of the tax collections, and these transactions are classified as intergovernmental transfers.
State or local govemment legislation which provides that the imposing government waive
credit for part or all of the amounts transferred to other jurisdictions does not alter these
guidelines.

• A state tax collected locally, and redistributed in accordance with state statute or
administrative directive, is the most complex of taxes to assign. In recent years, several
states have used their authority to redistribute or redirect property taxes designated for
educational purposes. If the state imposes the tax, such as establishing a base millage for
a property tax dedicated to public schools, AND thcre is a mandatory redistribution to
other local governments of the taxes collected based on a state-controlled formula, the
Census Bureau assigns the tax to the state govenmient. In this example, the state controls
two of the three factors used by the Census Bureau to determine tax assignment -
imposition and distribution. The local collection of the tax is merely an agency
transaction.

The examples below illustrate the various types of arrangements and how they are handled in this
classification scheme:

For a state govetnment, local collection of state-imposed taxes is classified as state tax
revenue.
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• State government distribution of its tax proceeds to local govetnments (e.g., on a formula
basis) is treated as intergovemmental expenditure of the state and as intergovernmental
revenue of the local govetnments. This is true even for amounts designated as the "locaI
share" of state-imposed taxes so long as the tax proceeds are collected by the state or
transferred to the state by local government collection agents before their distribution.

On the other hand, if the state collects a tax imposed by local gavemments, the collection
and distribution to the imposing local governments is treated as an agency transaction;
that is, the receipts are reported entirely as tax revenue of the local governments and not
as either a state tax or state intergovernmental expenditure. These situations occur where
a localgovernment might impose a"piggyback" tax (always with state approval) onto a
state tax of same type. Common examples are local option sales taxes and local option
income taxes.

• Procccds from taxes imposed by one local government but collected for it by another are
reported as tax revenue of the imposing government, not the collecting one. Monies
retained as a collection fee, however, are reported as tax revenue of the collecting
government.

4.3.1.2 Refunds of Taxes

Refunds for taxes originally paid in either the current or prior fiscal years are deducted from gross
collections in the same year refunded. Discounts to taxpayers for prompt payment or for
collecting consumer taxes also are deducted from gross tax revenue. The cost of collecting and
administering taxes, however, is reported as an expenditure, not as an offset to taxes.

4.3.1.3 Taxes on GovenunentUtilities

Taxcs usually are imposed on publicly-owned utilities, as well as on private ones. Tbese amounts
are reported as tax revenue for Census Bureau purposes. Payments-in-lieu-of-taxes from a utility
operated by another govemment, however, are treated as intergovermnental revenue. (Payments-
in-lieu-of-taxes from a private utility are reported under Miscellaneous General Revenue, NEC,
code U99.) Both taxes and payments-in-lieu-of-taxes received by a govemment from a utility it
operates are treated as an interfund transfer and are not reported as either revenue or utility
expenditure.

4.3.2 Intergovernmental Revenue

Intergovernmental revenue comprises monies from other govemments, including grants, shared taxes,
and contingent loans and advances for support of particular functions or for general financial support;
any significant and identifiable amounts received as reimbursement for perfotmance of govetnmental
services for other governments; and any other form of revenue representing the sharing by other
govemments in the financing of activities administered by the receiving govermnent. All
intergovernmental revenue is reported in the general government sector, even if it is used to support
activities in other sectors (such as utilities).

Intergovernmentat revenue excludes amounts received from the sale of property, commoditics, and
utility services to other governments (which are reported in different revenue categories). ]t-also
excludes amounts received from other govemments as the employer share or for support of pitblic
employee retirement or other insurance trust funds of the recipient government, which are treated as
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insurance trust revenue (see Chapter 8).

Intergovertnnental revenue is classified by function and by the level of government where it
originated (i.e., Federal, state, or local). The transfer of Federal aid through the state govemment to
local govemments is reported as state intergovetnmental revenue at the local level.

4.3.3 Current Char,ees

This category comprises charges imposed for providing current services or for the sale of products in
connection with general govemment activities. Amounts designated as current charges are reported
on a gross basis without offsetting the cost to produce or buy the connnodities or services sold.
Utility service charges are excluded here and reported under Utility Revenue.

For the Federal Govemment, this category includes revenue from premiums related to non-social
insurance programs such as crop and farm mortgage insurance, home mortgage insurance, and the
like.

4.3.4 Miscellaneous General Revenue

This category comprises all other general revenue of governments from their own sources (i.e., other
than liquor stores, utilities, and social insurance trust revenue).

Effective with the t988 survey, interest revenue necessary to pay the interest expenditure on all
public debt for private purposes is now reported un(lerInterest Earnings, code U20. Previously, this
treatment was liniited to mortgage revenue bonded debt and was classificd under Rents, code U40.

4.4 Liquor Stores Revenue

Liquor store revenue comprises onty receipts from sales and associated services or products of liquor
stores owned and operated by state and local governments. It excludes any application of general revenue
for liquor store operations as well as receipts from licenses or other liquor taxes collected by liquor stores
or systems (including general sales tax collections). All taxes collected through liquor store operations
are classified as tax revenue.

4.5 Utility Revenue

Utility revenue comprises receipts from sales and directly related services and by-products of the four
iypes of state and local govemment utilities recognized by the Census Bureau: water supply, electric
power, gas supply, and public mass transit systems. Utility revenue is reported on a gross amount without
deducting its related expenditures. Utility revenue is categorized according to the type of utility involved
- water supply, electric power, gas supply, and.public mass transit systems.

Utility revenue includes contributions from other governments for construction of a joint utility project
("payments-in-aid-of-construction") or for debt service of a utility consortium IF the contributions are
treated as part of the utility's basic rate structure. (These situations generally arise when a govemments
electric power utility is a major provider of electricity to other utilities who redistribute it to the ultimate
consumers.) If not, then the revenue is reported under intergovernmental revenue.

Uulity revenue excludes any identifiable amounts received from sales to the parent government.
Assessments or contributions of utility employees that are received by public employee retirement
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systems are classified as social insurance trust revenue.

Utility revenue also does not reflect any application of general revenue to utility purposes nor does it
include any of the following receipts even wben received by utility agencies or funds: interest on
investments; rents from leases and other eamings from nonoperaring property; grants, shared taxes, or any
other fonn of intergovernmental aid (not to be confused with sales to other governments as customers);
taxes imposed by public utilities; and special assessments for utility capital improvements. These are
classified in other revenue categories.

4.5.1 Special Topics: Interizovemmental Revenue Codes for Utilities

Effective with fiscal year 1988 data, the Census Bureau created intergovernmental revenue codes for
utilities. Despite the fact that these categories possess utility function codes (*91, *92,'93, *94),
they are classified as general revenues. Note that these categories are used to record
intergovenunental transactions that were being reported previously under other intergovernmental
revenue codes (i.e., B47, B89, C47, C89, D47, or D89). Sale of utility services or commodities to
other governments continues to be rceorded as utility revenue (i.e., A91, A92, A93, or A94).

4.6 Social Insurance Trust Revenue

Social insurance trust revenue consists of two major types: a) contributions distinctively imposed for the
support of public employee retirement and social insurance systems, and b) net earnings on investments

Insurance tmst revenue excludes contnbutions from the government which administers the system,
whether they are paid on behalf of its employees covered by the plan or for supplemental support.2 Also
excluded from insurance trust revenue and classified as general revenue are tax receipts credited directly
to insurance trust funds and intergovetnmental aid, such as grants and shared taxes for support of
insurance trust activities.3 Excluded entirely as revenue (insurance tr)st or general) are proceeds from
borrowing for insurance trust purposes.

Social insurance trust revenue is classified according to the major types of insurance trust systems
recognized by the Census Bureau and by type of receipt (contribution or investment eamings).

4.7 Exhibit Statistics for Revenue - Revenue versus Receipts

As noted in Chapter 2, the Census Bureau uses special exhibit codes and derived statistics in its
classification system. These provide additional detail about fmancial transactions that are used to develop
special tabulations of govcrntuent activities.

These special codes are labeled "receipts" to distinguish them from the "revenue" categories used in the
Census Bureau's classification system. These receipt codes are explained briefly in this chapter under
their related revenue category. Additional information is contained in Sections 8.2, 9.3, and 10.4.

ZSuch contributions by the administering govenunent, however, are recorded under special exhibit codes and included in
insurance trust revenue when data are published solely for insurance tntst systems.

;On the other hand, funds from other govemments which represent the latter's employer share of contributions to an insurance
trust system to which tlteir employees are members aee classified as insurance trust revenue.
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The exhibit codes and derived statistics related to revenue are noted in the description sheets for revenue
categories (Section 4.9), as well as in the tables that.accompany this chapter.

4.8 Explanation of Statistical Codes Used to Identifv Revenue Categories

A tlrree character code is used to identify revenue codes. The first character is alphabetic and designates
the sector and type of revenue. The second two characters are generally numeric and designate the
specific revenue item within the sectorand type category. In the key below, "an" refers to the numetic
code assigned to each type of revenue.

• Generalrevenue
Taxes = Tnn
httergovernmentai Revenue (includes such revenue for utility purposes)

From Federal Government = Bnn
From state govemments = Cnn
From local goverttments = Dnn

Current Charges = Ann
Miscellaneous General Revenue = Unn (for regular statistics)

Znn or Cnn (for exhibit statistics)

• Utility Revenue = Ann (since all utility revenue represents charges for services rendered,
by definition)

• Liquor Stores Revenue = Ann (for regular statistics)
Znn (for exhibit statistics)

• Social Insurance Trust Systems Revenue
Federal Systems = Xnn or Ynn
Employee Retirement = Xnn or Znn
Unemployment Compensation = Ynn
W orkers' Compensation = Ynn
Other Federal and State Social Insurance Trust= Ynn

4.9 Description Pages for Revenue Categories

The following pages contain the detailed revenue code categories used in the Census Bureau's statistical
program on govemment finances. They include defmitions, references, and explanations, plus examples
where appropriate. Codes representing exhibit statistics or derived statistics are labeled appropriately.
Otherwise, all items listed are regular codes.
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GENERAL REVENUE BY TYPE: TAXES

In Census Bureau statistics on government finances, taxes are compulsory contributions exacted by a
government for public purposes, other than from special assessmeuts for capital improvements and from
employee and employer contributions or "taxes" for retirement and social insurance systems.

Comprises amounts received (including interest and penalties) from taxes (1) imposed by a government
and collected by that government or (2) collected on its behalf by another govermnent serving as its
agent. See Section 4.3.1 for additional explanations.

Excludes protested amounts and discounts; special assessments for property improvements (use Special
Assessments, code U01); compulsory contributions to social insurance systems even if labeled a tax - e.g.,
Federal Social Security tax, unernployment insurance and workers' compensation payroll taxes, etc.
(report at appropriate Insurance Trust Revenue code); taxes collected by a government as an agent for
another government which actually imposed the tax (agency transaction) except amounts retained as a fee
or shared tax.

Refunds of taxes paid are deducted from gross tax receipts even if they were reported as tax revenue in a
prior fiscal year.

Taxes are classified according to the type of tax imposed. Unlike most other Census Bureau finance
statistics, they are not categorized along any functional lines.

CATEGORY PROPERTY TAXES

Code T01 Property Taxes

Taxes imposed on ownership of property and measured by its value.

Definition: Three types of property taxes, all having in common the use of value as a basis for
the tax:

• General property taxes, relating to property as a whole, taxed at a single rate or at classified
rates according to the class of property. Property refers to real property (e.g., land and
stmetures) as well as personal property; personal property can be either tangible (e.g.,
automobiles and boats) or intangible (e.g., bank accounts and stocks and bonds).

Special property taxes, levied on selected types of property (e.g., oil and gas properties, house
trailers, motor vehicles, and intangibles) and subject to rates not directly related to general
property tax rates.

• Taxes based on income produced by property as a measure of its value on the assessment date.

Includes: Penalties and interest on delinquent property taxes; proceeds of tax sales and tax
redemptions, up to the amount of taxes due plus penalties and interest (report any excess receipts
as follows: report amounts retained by the taxing government at Miscellaneous General
Revenue, NEC, code U99, and exclude any amounts held for or returned to original property
owner(s)). For govemments collecting taxes as agents for another, includes any commissions,
fees, or other items representing collection expenses retained from tax proceeds.

GENERAL REVENUE BY TYPE: TAXES
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Code TOl Property Taxes - continued

Excludes:
- Discounts to taxpayers for prompt payment of their tax bill. _

• Taxes or other charges on property measured by any basis other than its value, such as area,
front footage, or other "special assessments" (use Special Assessments, code U01) as well as
such measures as corporate stock, bank deposits, or "per head" taxes (see description under
License Taxes, codes T20 - T29).

• Taxes measured by taxpayer's income from intangible property (report at Inconie Taxes, codes
T40 and T41).

• Taxes paid in protest and held by government in a suspense fund (report as property tax
revenue if dispute is settled in govetmnent's favor; do not report as tax revenue any amounts
returned to taxpayer). See Section 3.11.1.

• Taxes from utility owned by the taxing government (nonrevenues).

• Payments-in-lieu-of-taxes (if paid by another government, report at Intergovernmental
Revenue; ifpaid by a private organization, use Miscellaneous General Revenue, NEC, code
U99; and if paid by another agency or utility of the same government, exclude entirely from
revenue).

CATEGORY SALES AND GROSS RECEIPTS'1'AXES

Taxes on goods and services, measured on the basis of the volume or value of their transfer, upon gross
receipts or gross income therefrom, or as an amount per unit sold (gallon, package, etc.); and related taxes
based upon use, storage, production, importation, or consumption of goods and services. Includes licenses
levied at more than minor rates.

Excludes dealer discounts or "commissions" allowed to merchants for collecting taxes; taxes on the
severance of natural resources, measured by value or quantity severed (report at Severance Taxes, code
T53), except when imposed as a part of and at the same rate as general sales or gross receipts taxes.

Code TO8 Federal Customs Duties

Definitiun: Taxes levied on the importa[ion or exportation of goods and services.

Special Consideration:
This tax category applies only to the Federal Government. State and local governments are
excluded by defmi6on.

Code T09 General Sales and Gross Receipts Taxes

Defmition: Taxes applicable with only specified exceptions (e.g., food and prescribed
medicines) to sales of all types of goods and services or to all grncs receipts, whether at a single
rate or at classified rates; and sales use taxes.
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GENERAL REVENUE BY TYPE: TAXES

Code T09 General Sales and Cross Receipts Taxes - continued

Includes: This includes sales or gross receipts taxes on the purchase or lease of motor vehicles,
if there is no specific and separate tax law covering this activity.

Excludes: Taxes imposed distinctively on sales of or gross receipts from selected
commodities, services, or businesses (report at appropriate Selective Sales and Gross Receipts
Taxes, codes T10 - T19). If a sales tax on vehicles is authorized by a law distinctly separate
from a general sales tax law, use Other Selective Sales and Gross Receipts, code TI 9.

SUB-CATEGORY SELECTIVE SALES AND GROSS RECEIPTS TAXES

Taxes imposed on the sale of particular commodities or services or on gross receipts of particular
businesses separately and apart from General Sales or Gross Receipts Taxes; and licenses
measured by sales or gross receipts and producing more than minor amounts of revenue.

Excludes license fees for commodity inspections at a rate per unit of commodity inspected that
produces only minor revenue (report at appropriate License Taxes, codes T20 - T29).

Code T10 Alcoholic Beverages Sales Tax

Definition: Taxes on sale of alcoholic beverages, whether collected through govcmment-
operated liquor stores or through private outlets.

Code Til Amusements Sales Tax

Defmition: Taxes on admission tickets or admission charges and on gross receipts of all or
specified types of amusement businesses.

Code'f12 Insurance Premiums Sales Tax

Definition: Taxes imposed distinctively on insurance companies and measured by gross
premiums or adjusted gross premiums.

Code T13 Motor Fuels Sales'Pax

Defmition: Taxes on gasoline, diesel oil, aviation fuel, "gasohol," "ethanol," and any other fuels
used in motor vehicles or aircraft.

Excludes: Taxes on sale of fuels other than motor fuels - e.g., for heating, lighting, cooking,
etc. (report at Other Selective Sales Taxes, code TI 9); and refunds of fuel taxes (deduct from
gross tax proceeds).
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GENERAL REVENUE BY TYPE: TAXES

Code T14 Pari-mutitels Sales Tax

Definition: Taxes measured by amounts wagered or bet on horse-racing, dog racing, jai-lai, etc.,
including "breakage" collected by the government.

Excludes: Race tracklicenses not based on amounts wagered (report at Amusement License _
Taxes, code T21); sales taxes on race track admissions (use Amusements Sales Tax, code TI l).

Code TiS Public Utilities Sales Tax

Definition: Taxes imposed distinctively on public utilities, and measured by gross receipts, gross
earnings, or units of service sold, either as a direct tax on consumers or as a percentage of gross
receipts of utility. .

.Includes: Public utilities include passenger and freight transportation companies; telephone
(land based and mobile), telegraph, cable television providers, and lntemet service providers, in
addition to the electric power, gas, mass transit, and water supply utilities defined separately for
Census Bureau statistics on government-operated utilities.

Excludes: Payments-in-liea-of-taxes from utilities operated by other governments (report at
Intergovernmental Revenue); any tax or payment-in-lieu-of-taxes imposed on a government's
own utility gross receipts (interfand transfer); taxes levied on such companies on any other
basis (report at appropriate tax related to the type of ineasurement concemed).

Special Considerations:
1. Report here taxes imposed by a government on its own utility if they are billed directly to

consumers on a percentage or flat rate base and are clearly visible to the consumer as a tax
separate from the utility charges. Do not include taxes on the gross receipts of its own
utilities.

2. The term "public utiGty" is applied broadly within this category and is not limited to the four
public utility types used in the Census Bureau classification system to define govetnment-
operated utilities.

Code T16 Tobacco Products Sales Tax

Definition: Taxes on tobacco products and synthetic cigars and cigarettes, including related
products like cigarette tubes and paper.

Code T19 Other Selective Sales and Gross Receipts Taxes

Definition: Taxes on specific commodities, businesses, or services not reported separately above
(e.g., on contractors, hotel/motel, lubricating oil, fuels other than motor fuel, motor vehicles,
meals, soft drinks, margarine, etc.). For state govetnments, includes sales or use taxes based on
sales price, where the authorizing legislation is separate from the state's general sales and use tax
law.
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GENERAL REVENUE BY TYPE: TAXES

Code T19 Other Selective Sales and Gross Receipts Taxes - continued

Examples: For state govetnments, includes the following:
• Special taxes on car rentals, such as Florida's Motor Vehicle Car Rental Surcharge.

• State medical provider taxes, such as New Hampshire's Medicaid Assessment Program and
. West Virginia's Health Care Provider Tax.

• If a motor vehicle sales tax is based on the sales price of the vehicle and the authorizing
legislation is separate from the general sales tax law, it is coded at T19.

CATEGORY LICENSE TAXES

Taxes exacted (either for revenue raising or for regulation) as a condition to the exercise of a business or
nonbusiness privilege. Can be levied at a flat rate or by such bases as capital stock or surplus, number of
business units, or capacity. Generally, includcs taxes on property levied on some basis other than
assessed value (e.g., on corporatc stock or bank deposits). Also includes "fees" related to licensing
activities as well as license taxes producing substantial revenues.

Excludes taxes measured directly by transactions, by gross or net income and receipts, or by value of
property, except those with only minor rates (report at appropriate Tax code related to the type of
measurement concerned).

Code T20 Alcoholic Beverages License

Dermition: Licenses formanufacmring, importing, wholesaling, and retailing of alcoholic
bevemges. •

Excludes: Taxes based on volume or value of transactions (report at Alcoholic Beverage Sales
Taxes, code TIO) or on assessed value of property (report at Property Taxes, code TOl); and
Federal customs dutieson alcoholic beverage imports (use Federal Customs Duties, code T08).

Code T21 Amusements License

Definition: Licenses on emusement businesses generally and on specific types of amusement
enterprises or devices (e.g., race tracks, movie theaters, athletic events, pinball and video game
machines, etc.).

Excludes; "Licenses" based on value or number of admissions (report at Amusements Sales
Taxes, code TI l), on amount of wagers (report at Pari-mutuels Sales Taxes, code TI4), or on
gross or net income and receipts (use code Tl l).
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Code T22 Corporations in General License

Definition: Franchise license taxes; organization, filing and enttartce fees; taxes on property
measured by amount of corporate stock, debt, or other basis besides essessed value of property;
and other licenses applicable witlt few, specified exceptions to all corporations.

Excludes: Taxes on corporations based on value of property (use Property Taxes, code TOl),
on net income (report at Corporation Net Income Taxes, code T41), or on gross receipts from
sales, other than at minor rates (use General Sales and Gross Receipt Taxes, code T09); and
taxes distinctively imposed on particular kinds of businesses, such as public utilities, insurance
companies, etc. (report at appropriate Selective Sales Tax, codes T10 - T19).

Code T23 Hunting and Fishing License

Defutition: Licenses for commercial and noncommercial hunting and fishing permits.

Code: T24 Motor Vehicles License

Defioition: Licenses imposed on owners or operators of motor vehicles for the right to use
public highways, such as fees for title registration, license plates, vehicle inspection, vehicle
mileage and weight taxes on motor carriers, highway use taxes, and off-highway fees.

Exeludes: Personal property taxes on motor vehicles (use Property Taxes, code "1'O1); sales or
gross receipts taxes on the sale of motor vehicles (use General Sales and Gross Receipts Taxes,
code T09); taxes on motor carriers based on assessed value of property (use code T0I), gross
receipts (use code T09), net income (use Corporation Netlncome Taxes, code T41); and other
taxes on the business ofmotor transport (use Occupation and BusinessLicenses. NEC, code
T28).

Code T25 Motor Vehicle Operators License

Definition: Licenses for the privilege of driving motor vehicles, both commercial and private.

Code T27 Public Utiiities License

Definition: Licenses distinetively imposed on public utilities; whether privately- or publicly-
owned.

Includes: Public utilities include passenger and freight transportation companies; telephone
(land based and mobile), telegraph, cable television providers, and Internet service providers, in
addition to the electric power, gas, mass transit, and water supply utilities defined separately for
Census Bureau statistics on government-operated utilities.
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Code T27 Public Utiiities License - continued

Excludes: Taxes measured by gross or net income, units of service sold, value of property
(report previous items at appropriate Tax code related to the type of measurement concemed);
and payments-in-lieu-of-taxes received from other government-owned utilities (report at
Intergovernmental Revenue).

Code T28 Occupation and Busittesses License, NEC

Definition: Licenses (including examination and inspection fees) required of persons engaged in
particular professions, trades, or occupations; taxes on insurance companies based on value of
their policies; such taxes on businesses not elsewhere classified; and charges or fees relating to
the inspection and marketing of commodities (e.g., seed, feed, fertilizer, gasoline, oil, citrus fruit,
etc.).

Code T29 Other License Taxes

Definition: Licenses not listed separately above (e.g., animal licenses including "per head"
levies on livestock, health pemiits, marriage licenses, building and equipment permits, individual
pennits to purchase liquor, registration fees on aircraft and pleasure boats, impact fees paid in
conneetion with issuance of building peanits, and other nonbusiness privileges).

CATEGORY INCOME TAXES

Taxes levied on the gross income of individuals or on the net income of corporations and bus'niesses (i.e.,
after allowable deductions).

Deduct refunds of taxes from gross collections even if they were recorded as tax revenue in a previous
fiscal year.

Code T40 Individual Income Taxes

Definition: Taxes on individuals measured by net income and taxes on special types of income
(e.g., interest, dividends, income frotn intangible property, etc.).

Includes: For local governments, includes wages, salaries, and other compensation earned by
both residents and nomesidents, that are subject to tax collections by the reporting government.

Excludes: Taxes using income from intangible property as a measure of its value as of
assessment date (report at Property Taxes, code TOl ) ; income taxes on unincorporated
businesses (report at Corporation Net Income, code T41); payroll taxes to finance insurance
trusts programs, such as Social Security taxes (report at appropriate Social Insurance Trust
Revenue code); and city gross eamings taxes (report at Taxes, NEC, code T99).
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Code T40 Individual Income Taxes - continued

Special Consideration:
This category includes combined individual and corporation income taxes where proceeds
could not be separated in older, historical data.

Code T41 Corporation Net Income Taxes

Defmitions: Taxes on corporations and unincorporated businesses (when taxed separately from
individual income), measured by net income, whether on corporations in general or on specific
Idnds of corporations, such as financial institutions.

Excludes: Income taxes on gross income or receipts of corporations (report at Sales and Gross
Receipts Taxes, codes T09 - T19) and combined corporation and individual income taxes not
separable by type in older, historical data (report at Individual Income Taxes, code T40).

Examples: . State govetranents - Michigan's VAT tax (Single Business Tax) is classified here.

Special Consideration:
Although such taxes may be called `9icense" or "franchise taxes," they are classified here if
measured by net income.

CATEGORY OTHER TAXES

Code T50 Death and Gift Taxes

Defmition: Taxes imposed on the transfer of property at death, in contemplation of death, or as a
gift (e.g., inheritance and estate taxes).

Code T51 Documentary and Stock Transfer Taxes

Defmition: Taxes on the recording, registration, and transfer of documents, such as mortgages,
deeds, and securities.

Excludes: Taxes on recording or transfer of motor vehicle titles (report at Motor Vehicle
Licenses, code T24).

Code T53 Severance Taxes

Defmition: Taxes imposed distinctively on removal (severance) of natural resources (e.g., oil,
gas, coal, other minerals, timber, fish, etc.) from land or water and measured by the value or
quantity of products removed or sold.
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Code T99 Taxes, NEC

Defmition: Taxes not listed separately or provided for in categories above, such as taxes on land
at a specified rate per acre (rather than on assessed value).

Examples: Local governments - Pennsylvania townships commonly impose a "Per Capita
Tax" that is based strictly on residency within a community

Special Consideration:
For local governments, this category includes local "gross earnings" taxes, which are paid by
employers' based on their total payroll (not to be confused with individual income taxes
imposed on employees and reported at Individual Income Taxes, code T40).
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GENERAL REVENUE BY TYPE: INTERGOVERNMENTAL REVENUE

"I7te intergovemmental revenue category consists ofamounts received from other govemments, whether
for use in performing specific activities, for general financial assistance, or as a share of taz proceeds.

This categary includes the following types of transactions:

• Grants-in-aid

• Shared taxes

• Payments-in-lieu-of-taxes on public property exempt from taxation

• Contingent loans and advances (see Section 3.7.1)

• Significant and identifiable reimbursements from other governments for performing
govetnmental functions

• Aid from other governments representing their share of the costs to finance activities
administered by the receiving government

The intergovemmental revenue category can be further characterized by the types of transactions that are
excluded. Two general types of financial transactions between governments are excluded from
intergovernmental revenue:

1) Transactions that represent money exchanged in business-type activities. Type I transactions are
amounts received from sale of buildings, property or commodities (report at appropriate
Miscellaneous General Revenue code) and charges for utility services to other governments (report
at appropriate Utility Revenue code).

2) Transactions involving the receipt of funds in an agency capacity. Type 2 transactions are the
retention of taxes c.ollected on behalf of another goverrnment which acmally imposed the tax (report
at appropriate Tax code), transactions between govemments involving marketable securities or debt
instruments (nonrevenues except for earnings, reported at Interest Earnings, code U20), and
contributions received from other governments for employee retirement and other insurance trust
funds (report at appropriate Social Insurance Trust Revenue code).

All intergovemmental revenue, regardless of its use, is classified as general revenue. Thus, the
intergovernmental revenue codes for utilities that were added to the classification system effective with
fiscal year 1988 data are treated as genernl revenue.

Intergovernmental revenue is classified two ways: (I) by the type of govemment from which the mon.ey
is received, and (2) by its purpose or function.
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CATEGORY INTERGOVERNMENTAL REVENUE FROM FEDERAL GOVERNMENT

Amounts received directly from the Federal Government. For states, this includes Federal grants and aid,
payments-in-lieu-of-taxes on Federal property, reimbursements for state activities, and revenue received
but later transmitted through the state to local govenunents. For local govertnnents, includes only direct
aid from the Federal Government Report Federal grants "passed-through" the states as
Intergovernmental Revenue from State Governments at the local government level.

Excludes amounts received by state govemments that are distributed to individuals without discretion as
to how they are disbursed (e.g., certain veterans benefits); rental or sale of buildings, property, or
commodities to the Federal Govemtnent (report at appropriate General Charges or MisceIlaneous
General Revenue code); taxes on Federal property (report at Property Taxes, code T01); and proceeds
from sale, liquidation, or earnings of Federal securities (nonrevenues except for earnings, reported at
Interest Earnings, code U20).

Also excludes charges for utility services to Federal Govemment (report at appropriate Utility Revenue
code); payments-in-lieu-of-taxes from independent special district housing authorities even though they
may be designated locally as "Federal" agencies (report at Intergovernmental Revenue from Local
Governments); and value of noncash assistance (e.g., gifts of food, property, land, etc.).

Code B01 Air Transportation

Defntition: Federal aid for construction, opemtion, and support of public airports; and other
distributions from the Federal Airport and Airway'l'rust Fund.

Code B21 Education

Defmition: Federal aid for Federally-impacted areas; migrant and bilingual education; Indian
education; Head Start program; Federal grants for school nutrition and milk progmrt 5(use B21
for state and Intergovernmental Revenue From State Government, code C2 1, for local and special
districts); and grants and contractual amounts received by institutions of higher education for
education or for research and development programs.

Excludes: Grants for agricultural experiment stations and extensions (use Natural Resources,
code B59) and aid for hbrary services (use All Other, code B89).

Code B22 Employment Security Administration

Defmition: Fcderal aid for administration of the cooperative Federal-state unemployment
compensation system, public employment offices and related services, and veterans' readjustment
allowances; and determination of eligibility for Social Security disability benefits.
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Code B22 Employment Security Administration - continued

Excludes: World'orce Investment Act - WIA (formerly the Job Training Partnership Act -
JTPA) and Fedeml grants for occupational health and safety (use All Other, code B89, for
both).

Special Consideration:
Valid for statistics on state governments and Washington, DC, only.

Code B30 General Local Government Support

Defmition: Federal aid which may be applied at the discretion of the receiving govemment to
any of its basic functions or purposes; payments-in-lieu-of-taxes; and aid received distinctively as
reimbursement for Federal programs or facilities which haye resulted in loss of state or local tax
revenue.

Excludes: School aid in Federally-affected areas (useEducalion, code B21) and shared
revenues from national forests, grazing lands, mineral leases, etc. (use All Other, code B89).

Special Consideration:
Effective with fiscal year 1988 data, includes amounts for Federal tax relief progruns
previously reported at code B28.

Code B42 Health and Hospitals

Defmition: Federal aid for alcohol, drug abuse, and mental health; communicable disease
.control; maternal and child health; special supplemental food program (WIC); environmental
health; and care of veterans in state hospitals, including construction of facilities

Excludes: Federal aid for medical care under public assistance programs such as Medicaid
even if received by a public hospital, for care in nursing homes not associated with hospitals, or
for payments to vendors for medical care in public assistance cases (use Public Welfare, code
B79); and hospital charges received on behalf of individuals under Medicare or other Federal
insurance-type arrangements (report at Public Hospital, code A36).

Examples: Federal EPA Superfund grants.

Code B46 Highways (including roads and streets)

Defmition: Federal aid distributed from the Federal Highway Trust or other funds for approved
projects and for highway safety.

Excludes: Federal grants for urban mass transit (use Public Mass Transit Systems, code B94).
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Code B50 Housing and Community Development

Definition: Federal aid for construction or operation of public housing; rent subsidy programs
(e.g., "Section 8" funds); and rural, urban, and community development.

Code B59 Natural Resources

Defmition: Federal aid for forests and grasslands; soil, water, and energy conservation; flood
prevention and drainage; fish and wildlife management; and mine reclamation and safety.

Includes: Federal aid for agricultural experiment stations and extension services; inspection of
meat, poultry, and other agricultural products; and agricultural research.

Excludes: Federal aid for parks and recreation and shared revenue from national forests,
grazing lands, mineral leasing, flood control lands, etc. (use All Other, code B89 for both).
Also excludes Federal grants for school nutrition and milk programs (use Education, code B21,

for states and Education, code C21, for local and special district governments); special
supplemental food program, or WIC (use Health and Hospitals, code B42); food stamp

program (use Public Welfare, code B79); and value of food commodities distributed to states.

Special Consideration:
Effective 2005, this category includes tmnsactions formerly reported under code B54,
Agriculture.

De£mition: Federal aid for categorical programs - Temporary Assistance for Needy Families -
TANF (formerly Aid to Families with Dependent Children - AFDC); medical assistance
progmms (Medicaid) even ifreceived by a public hospital; care in nutsing homes not associated
with hospitals; food stamp administration; child welfare services; low-income energy assistance;
social and community services block grants; refugee assistance; work incentives program (WIN);
and related administration.

Exeludes: Federal aid for school nutrition and milk programs (use Education, code B21, for
states and Education, code C2 1, for local and special district goverttments) and special
supplemental food program, or WIC (use Health and Hospitals, code B42).

Code B80 Sewerage

De£tnitlon: Federal aid for construction, operation, and maintenance of sanitary and storm water
sewer systems, and sewage disposal and treatment facilities.
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Code B89 AB Other

Detinitlon: Federal aid for specified purposes other than categories shown above (e.g., economic
development, libraries, civil defense and militias, disaster assistance, public broadcasting, parks
and recreation, water transportation) and for multipurpose activities.

Examples:
• Workfarce Investment Act (formerly the Job Training Partnership Act - JTPA).

• Shared revenue from national forests, grazing lands, mineral leasing, and flood control lands,
even though such funds must be spent on specified types of activities, such as schools and
roads.

• Disaster Assistance (FEMA).

SUB-CATEGORY UTILITIES

Federal aid received in support of utility projects, other than receipt ofcharges for utility services and
commodities provided to the Federal Govemment, which are classified as Utility Charges (A91 - A94).

These codes were added to the Classification Manual effective with fiscal year 1988 data, as a service to
users who wanted to track the fiscal activities of utilities. They represent items previously classed at other
codes under this same category (i.e., All Other, B89 and Public Transportation, code B47). Despitc their
utility suffixes, however, these codcs continue to be classified as general revenue.

Code B91 Water Supply Systems

Definition: Federal aid for maintenance, operation, and construction of public water supply
systems, wbether for distribution of water to the general public or to other public or private
utilities.

Excludes: Reimbursements for sale of water to Federal Government as a regular utility
customer (use Water Supply Systems, code A91) and grants related to water irrigation,
conservation, and management even if project is designed for future water supply uses (use
Natural Resources, code B59).

Code B92 Electric Power Systems

Definition: Federal aid for maintenance, operation, and construction of public electric power
generating plants and related transmission systems.

Excludes: Reimbursements for sale of electric power to Federal Government as a regular
utility customer (use Electric Power Systems, code A92) and grants for water development
projects which have an electocity generating component (use Natural Resources, code B59).
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Code B93 Gas Supply Systems

Detinitloit: Federal aid for maintenance, operation, and construction of public natural gas supply
and distribution systems.

Excludes: Reimbursements for sale of natural gas to Federal Govemment as a regular utility
customer (use Gas Supply Systems, code A93).

Code B94 Public Mass Transit Systems

Defmition: Federal aid for maintenance, operation, and construction of public mass transit
systems (buses, subways, commuter railroads, urban mass.transit, and the like).

Excludes: Grants for other modes of transportation, such as airports (use Airports, code B01)
and highways (use Highways, code B46).

Special Consideration:
Prior to fiscal year 1988, these revenues were classified at Public Transportation, code B47.
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CATEGORY INTERGOVERNMENTAL REVENUE FROM STATE GOVERNMENTS

Amounts received directly from the state government, including Federal aid passed through the state
government and state aid channeled through intermediate local govenunents (e.g., counties), which have
no discretion as to its distribution.

Includes state grants-in-aid, regardless of basis of distribution; local share of state-collected taxes (see
Section 4.3.1.1); payments-in-lieu-of-taxes on state property; and reimbursement for services performed
for state government (e.g., care of state prisoners in local jails, construction or maintenance of state
highway facilities, etc.).

Excludes proceeds from sale of buildings, property, or commodities (report at appropriate Miscellaneous
Generat Revenue code); charges for utility services to state govetnment (report at appropriate Utility
Revenue code); taxes on state govennnent facilities (use Property Taxes, code T01); contributions from
state for locally-administered employee retirement systems (use Contributions From Other Governments,
code X05); and retained share or collection "fee" on state-imposed taxes collected by local govemments
(report at appropriate Tax code).

Also excludes proceeds from the sale, liquidation, or eamings of state govemment securities held by local
governments (nonrevenues except for eamings, reported at Interest Earnings, code U20); receipt of
locally-imposed taxes collected by the state acting as an agent for local governments (report at
appropriate Tax code); agency receipts (i.e., amounts received for transmittal to other governments or
individuals without discretion as to how they are disbursed by the agent government); and value of
noncash assistance (e.g., gifts of property, commodities, etc.).

This category applies only to Federal and local governntent finances. The Census Bureau's classification
system does not recognize state-to-state paymencs as intergovettunental trnnsactions.

Code C21 Education

Detlttition: State aid for support of local schools; redistribution of Fedeml aid for education;
handicapped, special, and vocational education and rehabilitation; student transportation;
equalization aid; school health; local community colleges; adult education; school buildings; and
property tax relief related strictly to school funding.

Excludes; State grants for libraties (use All Other, code C89); state expenditures on bchalf of
local schools for textbooks, buses, school buildings, etc. (report as state direct expenditure for
education); and value of donated food commodities (nonrevenue).

Exampies: Federal pass-through programs - Chapter 1, Individuals with Disabilities
Education Act, Eisenhower Math and Science, Safe and Drug Free Schools, Chapter 2 Block
Grants, and Child Nutrition Act funds.
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Code C30 General Local Governrnent Support

Detinition: State aid which may be applied at the discretion of the receivirig government to any
of its basic functions or purposes; local share of state-imposed taxes or of profits from alcoholic
beverage monopolies; per capita aid; state revenue sharing; payments-in-lieu-of-taxes; and aid
received distinctively as reimbursernent for state-mandated tax relief programs or for facilities
which have resulted in loss of local tax revenue (e.g., property tax relief, homestead exemptions,
etc.).

Excludes: Amounts received as reimbursement for services perfonned by local governments
for the state govemment (report at appropriate Intergovernmental Revenuefrom State
Government code); shared state taxes or property tax relief related strictly to school funding
(use Education, code C21); shared state taxes with specific uses, such as gasoline taxes
designated for highway purposes (report those with single uses at appropriate
Intergovernmentad Revenuefrom State Government code and those with multipurpose uses at
All Other, code C89); and share of state taxes expressly for local employee retirement systems
even if they are first passed tbrough the parent governmcnt (report at Contributions from Other

Governments, code X05).

Special Consideration:
Effective with fiscal 1988 data, includes amounts for state tax relief programs previously
reported at code C28.

Code C42 Health and Hospitals

Definition: State aid for local health programs; maternal and child health; alcohol, drug abuse,
and mental health; environmental health; superfunds; nursing aid; hospital financing (including
construction); and hospitalization of patients in local govemment hospitals.

Excludes: State aid for medical care under public assistance programs such as Medicaid even
if received by a public hospital, for care in nursing homes not associated with hospitals, and for
payments to vendors for medical care in public assistance cases (use Public Welfare, code
C79); and hospital charges received on behalf of individuals under state insurance-type
arrangements (use Publtc Hospitals, code A36).

Code C46 Highways

Definition: State aid for construction, improvement, or maintenance of streets, highways,
bridges, tunnels, etc.; distribution of state fuel taxes; and aid for debt service on local highway
debt.

Excludes: State grants for urban mass transit (use Public Mass Transit Systems, code C94).
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Code C50 Housing and Community Development

- Definition: State aid for construction br operation of public housing; rent subsidy programs;
repair and renovation of existing houses; and rural, urban, and community development

Code C79 Pubtic Welfare

Defmition: State aid for public welfare purposes; medical care and related administration under
public assistance programs (including Medicaid) even if received by a public hospital; care in
nursing homes not associated with hospitals; Federal categorical assistance; noncategorical
assistance (e.g., home relief, emergency assistance); and administration of local welfare
programs. For Federal Govetnment (intergovetnmental revenue from the states), this category
includes revenue from state governinents for increased benefits under the Supplemental Security
Income program (SSI).

Examples: Federal pass-through categorical assistance programs, such as Temporary
Assistance to Needy Families - TANF (formerly Aid to Families with Dependent Children,
AFDC).

Code C80 Sewerage

Defmition: State aid for construction, operation, and maintenance of sanitary and storm water
sewer systems, and sewage disposal and treatment facilities.

Code C89 AIl Other

Defmition: State aid for specific purposes other than categories shown above and for
multipurpose activities, such as public works in general.

Excludes: State aid (other than shared taxes reported at General Local Government Support,
code C30) expressly for local employee retirement systems even if they are first passed through
the parent government (report at Employee Retirement Contrthutions from Other Governments,
code X05).

SUB-CATEGORY UTILITIES

State aid received in snpport of utility projects other than receipt of charges for utility services and
commodities provided to the state government.

Excludes contributions from parent govenunent (interfund transfers) and contributions from other
participating public utilities for the construction of a joint utility project or for debt service on such a
project IF the monies are treated as part of the recipient utility's basic rate stracture (report at appropriate
Utility Revenue code).
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These codes were added to the Classification Manual, effective with fiscal year 1988 data, as a service to
users who wanted to track the fiscal activities ofutilities. They i•epresent items previously classed at other

-codes under this same category (i.e., All OtTrer, code C89, and Public Transportation, code C47). Despite
their utility suffixes, however, these codes continue to be classified as general revenue:

Code C91 Water Supply Systems

Definition: State aid for maintenance, operation, and construction of public water supply
systems, water purification plants, etc.

Excludes: Reimbursements for sale of water to state govemment as a regular ntility customer
(use Water Supply Systems, code A9 1) and water conservation unrelated to ntility operations

(use All Other, code C89).

Code C92 Electric Power Systems

Definition: State aid for maintenance, operation, and construction of public electric power
generating plants and related transmission systems.

Excludes: Reimbursements for sale of electric power to state govemment as a regular utility
customer (use Electric Power Systems, code A92).

Defmition: State aid for maintenance, operation, and construction of public natural gas supply
and distribution systems.

Excludes: Reimbursements for sale of natural gas to state govemment as a regular utility
customer (use Gas Supply Systems, code A93).

Code C94 Public Mass Transit Systems

Includes: State aid for maintenance, operation, and construction of public mass transit systems
(buses, subways, commuter railroads, urban mass transit, and the like).

Excludes: Cmants for other modes of transportation, such as airports (use All Other, code C89)
or highways and ferries (use Highways, code C46); and for pupil transportation (use Education,
code C21).

Special Consideration:
Prior to fiscal year 1988, these revenues were classified at Public Transportation, code C47.
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CATEGORY INTERGOVERNMENTAL REVENUE FROM LOCAL GOVERNMENTS

Amounts received from local governments for use in performing specific functions, for general financial
assistance, or as sltare of tax proceeds.

For state governments, includes local govemment share of state-administered programs requiring local
financial participation; reimbursements from locals for services provided to them by the state, such as
auditing local accounts; monies from localities to pay debt service on state debt issued for the benefit of
local govertnnents; and repayments of contingent loans and advances previously extended to local
governments.

For state governments, excludes monies received from local governments and held in an agency capacity
on their behalf (e.g., to repay interest and principal on, local debt); receipt of state-imposed taxes or other
state revenues collected by local governments acting as agents for state (report at appropriate Tax code);
taxes on local govemment facilities (report at appropriate Tax code); proceeds from the sale, liquidation,
or eamings of local government securities held by the state (nonrevenues except for eatnings, reported at
Interest Earnings, code U20); proceeds from sale of buildings, property, or commodities (report at
appropriate Miscellaneous General Revenue, code U99); charges for utility services to local governments
(report at appropriate Utility Revenue code); an d contributions from local govemments for employee
retirement or other insurance trust systems (report at appropriate Social Insurance Trust Revenue code).

For local governments, includes fmancial support from other local govemments for activities
administered by recipient locality, including its dependent agencies; state aid channeled through other
local govemments which have some discretion as to its distribution; reimbursements for services provided
to other local governments (other than for utility services); and payments-in-lieu-of-taxes on other local
governments' property.

For local governments, excludes state grants or shared taxes to be transmitted through govemment with
no discretion as to their distribution (report at Intergovernmental Revenue From State Governments for
final recipient local government); receipt of taxes or other charges collected by another local government
acting as the receiving government's agent (report at appropriate Tax code); proceeds from sale,
liquidation, or earnings of local government securities held by other localities (nonrevenues except for

eatnings, reported at Interest Earnings, code U20); taxes on facilities of other local governments (use
Property Tax, code TOI); proceeds from sale of buildings, property, or commodities (report at appropriate
Miscellaneous General Revenue code); charges for utility services to other local governments (report at
appropriate Utility Revenue code); and payments-in-lieu-of-taxes from private organizations like private
colleges (use Miscellaneous General Revenue, NEC, code U99).

Code D11 Interschool System Revenue

Defirtition: Local aid received by a school district from other school districts.

Special Considerations:
1. This category appties only to the finances of individual independent school districts. It is not

used for otber types of govemments, but is necessary for accurate measurement of totals for
individual units.
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Code DIl Interschool System Revenue - cbntinued

Special Considerations: (continued)
2. Similarly, this category is not included in any Census Bureau statistics that present totals for

more than a single government, such as state area or national totals (tabulated or estimated).
The exclusion is conceptual, reflecting the fact that this is an intergovernmental code.

Code D21 Education

Definition: For state governments, rental on school buildings constructed by state school
building authorities and leased to local governments; and local share of school building
construction projects.

Excludes: Local aid received by an independent school district from other school systems (use
Interschool System Revenue, code Dl t) and contributions from parent govemtnent of a
dependent school system (nonrevenues).

Code D30 General Local Government Support

Defmition: Local aid thatmay lie applied at the discretion of the receiving govetnment to any of
its basic functions or purposes, including payments-in-lieu-of-taxes.

Code D42 Health and Hospitals

Dei-mition: Local aid for hospitalization of patients in other govemment hospitals aitd local
share of state or other local government-administered programs.

Excludes: Care in nursing homes not associated with hospitals (use Public Welfare, code D79)
and payments from parent goverrnnent of a dependent hospital (nonrevenues).

Code D46 Ilighways

Definition: Local aid as reimbursement for signals and traffic lights maintenance and for share
of costs ofjoint highway projects.

Code D50 Housing and Community Development

Defmition: Local aid as share ofjoint housing projects, and intergovernmental payments for
community development projects.

Special Consideration:
This code is valid for state governtnents in fiscal year 2006.

Code D79 PubBc Welfare

De6nition: Local aid as share of state-administered welfare programs.
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GENERAL REVENUE BY TYPE: INTERGOVERNMENTAL REVENUE

Code D80 Sewerage.

Defirution: Local aid as contributions or share ofjoint sewer projects; and charges for sewer
services provided to local governments.

Code D89 All Other

Definitfon: Local aid received for specific purposes other than categories shown above and for
multipurpose activities, such as public works in general and share of costs for courts, central
computer services, etc.

Excludes: Aid received for public utility purposes, use Utility, codes D91- D94.

SUB-CATEGORY UTILITIES

Local aid received in support of utility projects other than receipt of charges for utility services and
commodities provided to local govemments.

Excludes contributions from parent govemrnent (interfirnd transfers) and contributions from other
participatingpublic utilities for the construction of a joint utility project or for debt service on such a
project IF the monies are treated as part of the recipient utility's basic rate structure (report at appropriate
Utility Revenue codc).

These codes were added to the Classification Manual, effective with fiscal year 1988 data, as a service to
users who wanted to track the fiscal activities of utilities. They represent items previously classed at other
codes under this same category (i.e., All Other, code D89, and Public Transportation, code D47). Despite
their utility suffixes, however, these codes continue to be classified as general revenue.

Code D91 Water Supply Systems

Definition: Local aid for maintenance, operation, and construction of public water supply
systems, water purification plants, etc.

Excludes: Reimbursements for sale of water to local govemments as regular utility customers
(use Water Supply Systems, code A91).

Code D92 Electric Power Systems

Definition: Local aid for maintenance, operation, and construction of public electric power
generating plants and related transnussion systems.

Excludes: Reimbursements for sale of electric power to local governments as regular utility
customers (use Electric Power Systems, code A92).
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GENERAL REVENUE BY TYPE: INTERGOVERNMENTAL REVENUE

Code D93 Gas Supply Systems

DeSniflon: Local aid for maintenance, operation, and construction of public natural gas supply
and distribution systems.

Excludes: Reimbursements for sale of natural gas to local govetnments as regular utility

customers (use Gas Supply Systems, code A93).

Code D94 Public Mass Transit Systems

Deffnition: Local aid for maintenance, operation, and construction of public mass transit systems
(buses, subways, commuter railroads, urban mass transit, and the like).

Excludes: Grants for other modes of transportation, such as airports (use All Other, code D89)
and higliways (use Highways, code D46).

Special Consideration:
Prior to fiscal year 1988, these revenues were classified at Public Transportation, code D47.
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GENERAL REVENUE BY TYPE: CURRENT CHARGES

The concept of current charges covers amounts received from the public for performance of specific
services which benefit the person charged and from the sale of commodities or services other than utilities
and liquor stores. Includes fees, maintenance assessments, and other reimbursements for cunettt services;
rents and sales derived from commodities or services furnished incident to the performance of particular
functions; gross income of commercial enterprises; and the like. Charges are distinguished from license
taxes, which are privileges granted by a govemment or fees collected to finance regulatory activities.

The category of current charges excludes special assessments (use Special Assessments, code U01),
amounts received from other govemments in return for services provided (report at appropriate
Intergovernmental Revenue code), and interdepartmental charges and intragovemmental transfers within
the same government (see Section 3.9).

Report cutrent charges on a gross basis without deducting the cost of providing related services.

Code A01 Air Transportation (Airports)

Definition: Hangar rentals, landing fees, terminal and concession rents, sale of aircmft fuel and
oil, parlting fees at airport lots, and other charges for use of airport facilities or for services
associated with their use.

Code A03 Miseellaneous Commercial Activities

Defmition: Charges of publicly-owned commercial enterprises not classified elsewhere, such as
markets, cement plants, cemeteries, etc.

Excludes: Charge revenues from utilities (usc Utility Revenue, codes A91 - A94); liquor stores
(use Liquor Store Revenue, code A90); sewerage facilities (use Sewerage, code A80); and
landfills, garbage collection, and other solid waste management activities (use Solid Waste
Management, code A81).

Code A06 Federal National Defense and International Relations

Definition: Proceeds from the sale of defense materials and stocks to non-Federal sources.

Code A09 Elementary-Secondary Education School Lunch

Defmition: Gross receipts from sale of milk and school lunches.

Code A10 Elementary-Secondary Education School Tuition

Defmition: Amounts from pupils and parents for tuition and transportation.

Excludes: Tuition received from other govenunents (rcport at appmpriate Education code,
B21, C21, or D21).
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Code A12 Other Elementary-Secondary Education

Definition; Revenues from athletic contests, sale or rental of textbooks, student activity fnnds,
and the like.

Code A14 Federal Postal Service

Definition: Sale of postage and commemorative stamps, postal insurance fees, fees for cettified
and registered mail, and other charges by the U.S. Postal Service.

Code A16 Higher Education Auxiliary Enterprises

Includes: Gross receipts from sales and charges by dormitories, cafeterias, athletic contests,
lunchroorns, student activities, bookstores, and similar commercial activities financed wholly or
largely through these charges.

Excludes: Receipts from sale ofproducts incidental to operation of a higher education
program (use Other Higher Education Charges, code A18).

Code A18 Other Higher Education Charges

lncludes: Tuition, laboratory fees, and other cliarges of higher education facilities other than

auxiliary enterprises.

Excludes: Charges of hospitals for general public operated by universities (use Public
Hospitals, code A36).

Code A21 Federal and State Education Charges, NEC

Definition: Fees of state schools for blind, deaf, and handicapped; and tuition and fees of state
vocational-technical schools wlrich award certificates equal to less than two years of college.

Exeludes: Library charges and fees (use All Other, code A89); payments from local
govenunents for state school building authorities (use Education, code D21); and charges of
university-operated hospitals and of handicapped institutions primarily for physical
rehabilitation or care (use Public Hospitals, code A36).

Special Considerations:
This code applies to Federal and state governments. Allocate all local government education
charges among Elementary-Secondary School Lunch, code A09, Elementary-Secondary School
Tuition, code AIO, Other Elementary-Secondary Education, code A12, and Other Higher
Education, code A18.
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Code A36 Public Hospitals

Defmition: Charges from patients, private insurance companies, and public insurance programs
(such as Medicare of pubiichospitals and of institutions for care and treatment of the
handicapped; and receipts of hospital canteens, cafetei•ias, gift shops, etc.

Excludes: Revenues received from other governments for care of patients (report at health and
hospitals Health and Hospitals, codes B42, C42, or D42); fees of state schools for blind, deaf,
or handicapped (use Federal and State Education Charges, NEC, code A21); and health clinics
operating on outpatient basis only (use All Other, code A89).

Special Consideration:
As of fiscal year 1974 data, intergovernmental aid for hospital medical care under public
assistance programs (such as Medicaid has been reported at Public Welfare, code B79 or C79,
rather than code A36; all other intergovernmental aid for hospital medical care should be
reported at Health and Hospitals, code B42, C42, or D42. Other than insurance-type programs
cited above, do not report payments from other governments at this code.

Code A44 Regular Highways

Definition: Reimbursements for street construction and repairs; fees for street cuts and special
traffic signs; and maintenance assessments for street lighting, snow plowing, and other highway
or street services unrelated to toll facilities.

Excludes: Excludes special assessments levied on homeowners who benefit from specific
street or sidewalk improvements and impact fees to build roads in new developments (use
Special Assessments, code U01).

Code A45 Tolt Highways

Defmition: Fees from turnpikes, toll roads, bridges, ferrics, and tunnels; rents and other revenue
from concessions (service stations, restaurants, etc.); and other charges for use of toll facilities.

Includes: Lease of toll roads.

Code A50 Housing and Community Development Charges

Defurition: Gross rentals, tenant charges, and other revenue from operation of public housing
projects; and fees for housing mortgage insurance (e.g., FHA-insured loans).

Excludes: Receipts from sale of property (use Sale ofProperry, code U 11) and payments-in-
lieu-of-taxes from housing projects operated by other governments, whether independent
housing authorities (special districts) or dependent housing agencies of general purpose
governments (report at Housing and Community Development, codes B50, C50, or D50).
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GENERAL REVENUE BY TYPE: CURRENT CHARGES

Code A56 Federal and State Forestry

Definition: Sale of timber, nursery stock, and other products from Federal and state forests; and
reimbursements for forest fire suppression services.

Code A59 Other Natural Resources

Definition: Sale of minerals and other natural products (other than forestry products) from
public lands. For Federal Govemment also includes fees and rentals from public grazing and
grasslands, fees for uranium enrichment, and sale of electric power (e.g., by Bonneville Power
Administration and'fennessee Valley Authority).

Includes: Receipts from sale of products from agricultural experiment station fatms; revenue
from agricultural fairs and shows; agricultural laboratory charges (such as milk testing fees);
Federal Govemment sale of surplus crops and commodities; and other related agricultural
charges.

Excludes: Royalties for privilege uf developing public land (use Royalties, code U41); and
taxes on the removal (severance) of natural resources measwed by value or quantity (use
Severance Taxes, code T53). Revetme frotn the sale of forestry products (report at Federal and
State Forestry, code A56). Also excludes fees related to regulation or inspection activities
(report at Occupation and Businesses License Taxes, NEC, code T28); and special assessments
for capital outlay improvements benefiting specific agricultural land owners (use Special
Assessments, code U01).

Code A60 Parking Facilities

Defmition: Revenue from on-street and off-street parking meters and charges aud rentals from
governnient-owned parking lots or public garages.

Special Consideration:
Effective 2005, this code is valid for state governments.

Code A61 Parks and Recreation

Definition: Gross revenue of facilities operated by a govenunent (switnming pools, recreational
marinas and piers, golf courses, skating rinks, museutns, zoos, etc.); auxiliary facilities in public
recreation areas (camping areas, refreshment stands, gift shops, etc.); lease or use fees from
stadiums, auditoriums, and community and convention centers; and rentals from concessions at
such facilities.
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Code ASO Sewerage

Definition: Charges for sewage collection and disposal, including sewer connection fees.

Excludes: Impact fees to build sewers in new developments (use Special Assessments, code
U01).

Special Considerations:
For combined water-sewer system, include segregable amounts derived from sewerage activities.

Code A81 SoHd Waste Management

Defmition: Fees for garbage collection and disposal; operation of landfills; sale of recyclable
materials; cleanup of hazardous wastes; and sale of electricity, gas, steam, or other by-products of
waste resource recovery or cogeneration facilities.

Excludes: Fees related to regulation or inspection activities (report at Occupation and
Businesses License Taxes, NEC, code T28).

Special Consideration:
Effective with 1988 data, this category was expanded to include the Federal and state
governments, formerly classed at All Other, code A89, and renamed from "Other Sanitation
Charges."

Code A87 Sea and Inland Port Facilities

DeTmition: Canal tolls, rents from leases, concession rents, and other charges for use of
commercial or industrial water transport and port terminal facilities and related services.

Excludes: Fees and rents related to water facilities provided for recreational purposes, such as
marinas, public docks, etc. (use Parks and Recreation, code A61); and toll ferries (use Toll
Highways, code A45).

Special Consideration:
Effective 2005, the title of this category was changed from Water Transport and Terminals.
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Code A89 All Other General Current Charges

Definition: Charges not covered by any of the above categories, such as those derived from
court and recording fees, police, fire, cotrection, defense, public welfare, public nursing homes,
public libraries, and health activities. For Federal Government also includes fees on utilities for
nuclear waste disposal and assessments on banks and savings and loans institutions for insurance
on savers' deposits.

Excludes; Reimbursements and special assessments for capital outlay improvements which
benefit specific property owners (use Special Assessments, code U01) and sale of used vehicles,
surplus equipment, scrap materials, etc., which do not relate to any specific function or service
(report at Sale ofProperty, code U 11, or Miscellaneous General Revenue, code U99).
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GENERAL REVENUE BY TYPE: MISCELLANEOUS GENERAL REVENUE

Miscellaneous General Revenue is comprised of general revenue that does not fall into one of the above
Tax, Intergovernmental Revenue, or Current Charges categories.

Code U01 Special Assessments

Del'utidon: Compulsory contributions and reimbarsements from owners of property who benefit
from specific public improvements; and impact fees to fund extension of water, sewer, roads, and
other infrastructure facillties in new develppments. These contrtbutions and reimbursements are
designed to defray all or part of the cost of such improvements, either directly or through
payment of principal and interest on debt issued to finance them. Generally, special assessments
are apportioned according to assumed benefits to the property affected by the improvements.
They cover not only general improvements - such as street paving, sidewalks, highway
construction, sewer lines, drainage and irrigation projects - but also utility improvements, such as
water lines.

Excludes: Proceeds from sale of special assessment bonds (report at appropriate Debt code);
maintenance assessments for recurrent services such as street lighting, leaf removal, and weed
control (report at appropriate Current Charges code); and reimbursements or contributions for
capital outlays incurred under voluntary agreements, such as cooperative state govemment
construction projects (use Miscel7aneous General Revenue, NEC, code U99) and joint state-
local or local-local construction projects (report at appropriate Intergovernmental Revenue
code).

Special Considerations:
1. Special assessments and property taxes are distinguished from each other by these features:

taxes are levied on all property owners on the basis of the property's assessed value and are
generally used to support a wide range of public activities. In contrast, special assessmen[s
are levied on just certain property owners who have benefited from specific public
improvements and are used to fund or repay their costs.

2. Special assessments and current charges are distinguished from each other by these features:
special assessments are generally for one-time capital improvements, such as paving a street,
installing street lights or sidewalks, etc. Current charges, on the other hand, are for ongoing,
recurrent services such as street cleaning, street lighting, leaf retnoval, etc., even though they
may be labeled as "maintenance assessments" or even just "assessments."

3. This code does not apply to Federal Govermnent fmancial statistics.

Code Ull Sale of Property

Definition: Amounts received from sale of real property, buildings, improvements to them, land
easements, rights-of-way, and other capital assets (buses, automobiles, etc.), including proceeds
from sale of operating and nonoperating property of utilities.

Includes: Proceeds from sale of land and improvements associated with housing and cotnmunity
development programs, proceeds from sale of toll roads. lncludes sale of property to other
governments.
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GENERAL REVENUE BY TYPE:.MISCELI.ANEOUS GENERAL REVENUE

Code Ul l Sale of Property - continued

Excludes: Excludes proceeds from sale of securities (nonrevenues); sale of property to meet
delinquent taxes or tax liens (report at Property Tax, code T01); and sale of commodities,
unclaimed or confiscated property, and minor personal property (use Miscellaneous General
Revenue, NEC, U99).

Special Consideration:
Prior to the 2005 fiscal year, the Census Bureau classification system included two categories
for sale of property. Code U 10 was Housing and Community Development and represented
revenue from the sale of property associated with housing and community development
programs only. Code U11 was All Other and represented revenue from the sale of all other
typcs of govertmtent owned land or property. These two categories were merged, effective
with fiscal year 2005.

Code U20 Interest Earnings

Derudtion: Amounts from interest on all interest-bearing deposits and accounts; accrued interest
on investment securities sold; interest on funds held for construction; and interest related to
public debt for private purposes.

Excludes: Interest on dcposits and investments of employee retirement and other insurance

trust funds (report at appropriate Social Insurance Trust Revenue code); dividends from

investments (use State Government Other Dividends, code U21, for state govenunents and

Miscellaneous General Revenue, NEC, code U99 for local governments); accrued interest on

bonds issued by the government (deduct from Interest on Debt, codes 189 or 191 - i94);

recorded profits on sale of investments (use code U99 except for profits from sale of

investments by Social Insurance Trust Systems); and accrued interest on the purchase of

investments (deduct from Interest Farnings reported for those investments).

Special Consideration:
Effective with fiscal year 1988 data, the treatment of interest revenue related to public debt for
private purposes was changed. Now, report interest revenue in an amount equal to the interest
payments (Interest on Debt, code 189) on this type of debt. Previously, this treatment was
limited to mortgage revenue bonds and was classified at Rents, code U40.

Code U21 State Government- Other Dividends

Definftion: Revenue from the distribution of earnings by a corporation for which the
govetnment has an ownership claim, based on the purchase of investments (such as stocks) in that
corporation.

Exeludes: Interest eamings (report at U20, Interest earnings).
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GENERAL REVENUE BY TYPE: MISCELLANEOUS GENERAL REVENUE

Code U21 State Government - Other Dividends - continued

Special Considerations:
1. This classification category was introduced effective with fiscal year 2005. Previously,

dividends were reported at Miscellaneous General Revenue NEC, code U99.

2. This code applies only to state governments.

3. This code applies to general sector dividends only- For Public Employee Retirement
Systems, dividends are reported at code Z72.

Code U30 Fines and Forfeits

Definition: Revenue from penalties imposed forviolations of law; civil penalties (e.g., for
violating court orders); court fees if levied upon conviction of a crime or violation; court-ordered
restitutions to crime victims where government actually collects the monies; and forfeits of
deposits held for performance guarantees or against loss or damage (such as forfeited bail and
collateral).

Excludes: Penalties relating to tax delinquency (report at appropriate Tax code); library fines
(report at All Other General Current Charges, code A89); and sale of confiscated property(use
Miscellaneous General Revenue. NEC, code U99).

Code U40 Rents

Defmition: Revenue from allowing temporary possession of govetnment-owned buildings, land,
or other fixed properties, such as from grazing fees, timberland leases, rental of unused land or
property (including nonoperating property of a govemment utility), and revenue from leases (or
lcase bonus payments) of land relating to natural resource exploration and production.

Excludes: Rental revenue from functionally classified facilities, such as rent of airport
hangars, or where the govemment provides services in retutn, such as public housing rents
(report at appropriate Current Charge code); and rental revenue from other govemments
(report at appropriate Intergovernmental Revenue code).

Special Considerations:
1. Prior to FY 1988 data, this code included interest on mortgage revenue bonds equal to the

amount reported for interest payments on this type of debt. (See note under Interest
Earnings, code U20.)

2. Rents reported here are revenues for which there are little or no related services provided by
the government.

3. This code does not apply to Federal Govennncnt financial statistics, nor to special district or
school district governments.
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Code U41 Royalties

Defmition: Compensation or portion of proceeds received by a state or local govemment for
granting the privilege of using or developing property or operating under a right, primarily those
related to natural resources, such as oil, gas, and mineral rights.

Excludes: Sale of timber and other forestry products from state forests (report at Federal and
State Forestry Charges, code A56).

Special Considerations:
1. Prior to 2005, this code applied only to state governments. Local govemment royalties were

reported at Rents, code U40.

2. Rents and royalties are distinguished from each other by these features: rents are
compensation for the temporary possession of a building, land, or some other fixed or
immovable object, usually with specific payments over a specified period of time. Royalties
are compensation for the use or development of land and property or for opemting under a
right (such as a mineral right) and are usually based on a share of the proceeds the payer
eatns from these.

3. This code does not apply to Federal Government financial statistics.

Code U50 Donations from Private Sources

Defmitionc Gifls of cash or securities from private individuals or corporations.

Excludes: Noncash gifts and donations, such as food, property, buildings, land, commodities,
etc. (nonrevenues).

Special Considerations:
1. Report the entire receipt of nonexpendable bequests even if only the interest income from it

can be spent at the government's discretion.

2. This code does not apply to Fcderal Government financial statistics.

Code U95 Net Lottery Revenue

Defmition: Proceeds from the operation of government-sponsored lotteries after deducting the
cost of prizes.

Special Considerations:
1. In terms of lottery exhibit codes, this item is computed by subtracting Prizes Awarded,

exhibit code Z52 from Total Ticket Sales, exhibit code Z51. Thus, it includes amounts used
for administration that are reported at Administrative Expenses, exhibit code Z53.

2. This code does not apply to Federal Govetnment fmancial statistics.

GENERAL REVENUE BY TYPE: MISCELLANEOUS GENERAL REVENUE
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Code U95 Net Lottery Revenue -continued "

Special Considerations: (continued)
3. Note that the list of exhibit codes below includes those related to receipts and to expenses.

The latter are included here because there is no equivalent lottery expenditure code, since
U95 is a net amount that already takes into account the lottery costs and expenditures.

Exhibit Code Statistics Related to Lottery Revenue
(Summarized - see Chapter 10 for detail)

Code and Description FormuIa. If Calculated

Code Z51
Code Z52
Code Z53
Code Z54

Total Ticket Sales
Prizes Awarded
Administrative Expenses
Proceeds Available Z51 -(Z52+Z53)

Special Considerations:
1. Codes Z51 and Z54 pertains to "receipts," while Z52 and Z53 pertain to "expenses."

2. These exhibit codes are va6d for state governments and Washington, DC only.

3. See Chapter 10 for full definitions and additional explanations of these lottery exhibit codes.

Code U99 Miscellaneous General Revenue, NEC

Definition: Recovery of losses charged off in a prior fiscal year, insurance adjustments;
payments-in-lieu-of-taxes from private sources; voluntary contributions or reimbursements to
defray construction costs of capital improvement projects such as in joint state construction
projects; premiums on bonds issued; revenues from sponsorship agreements; unemployment
compensation contributions from employers for servicing debt issued to cover deficits in these
trust funds; recoveries of expenditures made in a prior fiscal year; receipts from escheats and
other unclaimed monies; recorded profits from sale of investments; and any other receipts within
the definition of general revenue but not classifiable as a Tax, Intergovernmental Revenue, or
Current Charge.

includes: Tobacco Lawsuit Settlement revenue or proceeds of bond sales made by a private
corporation, IF the govemment has entered into a Tobacco Securitization Agreement with the
private corporation (see also Tobacco Lawsuit Settlements - Receipts, exhibit code CGR);
dividends for local governments.

Excludes: Proceeds fmm borrowing (report at appropriate Debt code); sale of investment
secuwities (nonrevenue); interfund transfers or loans (nonrevenue); transfers from other agencies
of same government (nonrevenue); and discounts on bonds issued (noncash transaction).
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GENERAL REVENUE BY TYPE: MISCELLANEOUS GENERAL REVENUE

Code U99 Miscellaneous General Revenue, NEC - continued

Special Consideration:
Prior to fiscal year 2005, this category included dividends earned by a state govemment (except
for dividends eatned by a public employee retirement system). Effective 2005, dividends of
state governments are reported at State Government - Other Dividends, code U21.

Exhibit Codes Related to Miseellaneous General Revenue

Code and Description

CGR Tobacco Lawsuit Settlement - Receipts

Definition: Total amount received during the fiscal year, from proceeds of master settlement
agreement between the state governments' and the major tobacco manufacturers, pursuant to Federal

judicial proceedings.

Includes: Total amount received, regardless of whether such receipts were expended during the

fiscal year.

Special Considerations:
1. All amounts reported here also are reported at Miscellaneous General Revenue, NEC, code U99,

except annual payments for securitization through a private corporation.

2. This exhibit code applies only to state governments and to Wasbington, DC, by definition. The
Census Bureau does not track the total amount of lawsuit proceeds expended at the local
govemment level, but rather reports such expenditure by function only.

3. Excludes the lump sum proceeds from tobacco securitization IF handled via a private
corporation. Continue to report at code U99.

4. The related expenditure exhibit code for these receipts is Tobacco Lawsuit Settlement -

Expenditure ofProceeds, code CGE. See Chapter 5 for details.
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LIQUOR STORES REVENUE BY TYPE: REGULAR AND EXIIIBIT

CATEGORY LIQUOR STORES

Liquor stores revenue comprises only receipts from sales and associated services or products of liquor
stores owned and operated by state and local governments. It excludes any application of general ievenue
for liquor store operations as well as receipts from licenses or other liquor taxes collected by liquor stores
or systems (including general sales tax collections). All taxes collected through liquor store operations

are classified as Tax Revenue.

Code A90 Liquor Stores Revenue - Current Charges

DeTmition: Gross receipts (less discounts and any sales taxes included in rcceipts) from sale of
alcoholic beverages and related operations revenue of publicly-owned and operated liquor stores,
Alcoholic Beverage Control (ABC) stores, and their variously-named equivalents.

Excludes: Sales and license taxes on alcoholic beverages collected through these stores (report

at Alcoholic Beverages Sales Taz, code T10, or at Alcoholic Beverages License Tax, code T20);

contributions from parent government (nonrevenues); receipt of state liquor store pmfits
distributed to local governments (if unrestricted in use, report at General Local Government

Support, code C30).

Examples: State governments - West Virginia Alcohol Beverage Control Administration,
which controls the wholesale distribution of alcoholic beverages in that state. Pennsylvania
Liquor Control Board, which controls the sale of alcoholic beverages in that state.

Spectal Consideration:
The exhibit codes and derived statistics shown below apply only to state govetnment liquor
stores. There are no such codes reported for local govemments. .

Exhibit Codes and Derived Statistics Related to Liquor Stores Revenue
(Summarized - see Chapter 10 for detatT)

Code and Description Formula If Calculated

Z41 Net Sale of Goods
Z44 Other htcome
Z48 Receipts from Sales Taxes, Licenses, and Permits
.... Gross Profit on Sales + Z41 - Z42
.... Net Operating Revenue + Z41 - (Z42 + Z43)

Net Income + Z41 -(Z42 + Z43) + Z44 - Z45
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UTILITY REVENUE BY TYPE: REGULAR AND EXHIBIT

CATEGORY UTILTTY REVENUE

Gross receipts from sale of utility commodities or services to the public or other governments by
publicly-owned and controlled utilities.

Includes receipts from direct sales of comtnodities and services; rentals from operating property;
customers' forfeitures and penalties; and charges for installing and servicing connections and meters.
Excludes identifiable amounts for commodities or services furnished to the parent govemment, its
agencies, or other utilities of the same govertmtent (intragovernmental transfers); revenue from
investments or other capital transactions (report Interest Earnings, at code U20 and recorded profits on
their sale at Miscellaneous General Revenue, NEC, code U99); and lease rentals or other earnings from
nonoperating utility property (use Rents, code U40).

Also excludes special assessments for utility improvements, including water impact fees (report at Special

Assessments, code U01); contributions from parent government (another intragovemmental transfer);
financial aid from other govemments not representing sale of utility good or services (report at

appropriate Intergovernmenta! Revenue code); taxes imposed on sale of utility commodities and services

(report at Public Utilities Tax, code T15); and contributions from utility employees for retirement system

administered by same government (report at Employee Contributions, code XOl or X02).

Code A91 Water Supply Systems

Defmition: Revenue from operations of public water supply systems, such as sale of water to
residential, industrial, and commercial customers (including bulk water for resale by other private
or public water utilities); connection and "tap" fees; sprinkler fees; meter inspection fees; late

payment penalties; and other operations revenues.

Excludes: Water impact focs (use Special Assessments, code U01), contributions-in-aid-of-
construction (use code U01), and other special assessments (use code U01); sale of water to
parent government or its agencies, including fire hydrants (nonrevenues); and rent or other
income from nonoperating property (use Rent, code U40).

Special Consideration:
For combined water-sewer systems include here segregable amounts related to water supply

and report sewer portion at Sewerage, code A80.

Code A92 Electric Power Systems

Definition: Revenue from operations of public electric power supply systems, such as sale of
electricity to residential, commercial, and industrial customers (including electricity for resale by
other private or public electric utilities); and other operations revenues.

Excludes: Sale of electricity to parent govenmtent or its agencies, including street iights and
traffic signals (nonrevenues); rent or other income from nonoperating property (use Rents, code

U40); and sale of electricity produced as a by-product by resource recovery facilities (report at

Solid Waste Management Charges, code A8 1).
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UTILITY REVENUE BY TYPE: REGULAR AND EXHIBIT

Code A92 Electric Power Systems - continued

Special Consideration:
Contributions from other govemmental electric utilities for constmction of joint utility projects
or for debt service on them may be classified as either Intergovernmental Revenue or Utility

Revenue depending on the nature of the contributions. If they are treated as part of the utility's
basic rate structure, then report them as a utility revenue, Electric Power Systems, code A92.

Otherwise, report them as Electric Power Systems, codes B92, C92, or D92.

Code A93 Gas Supply Systems

DeGnition: Revenue from operations of public gas supply systems, such as sale of natural gas to
residential, commercial, and industrial customers (including natural gas for resale by other private
or public gas supply utilities); connection fees; and other operations revenues.

Excludes: Sale of natural gas to parent governtnent or its agencies (nonrevenues); rent or other

income from nonoperatiag property (use Rents, code U40); and sale of natural gas produced as

a by-product by resource recovery facilities (use Solid Waste Management, code A81).

Code A94 Public Mass Transit Systems

Includes: Revenue from operations of public mass transportation systems (rapid transit,
subway, bus, street railway, and commuter rail services), such as fares, charter fees, advertising
income, and other operations revenues.

Excludes: Toll ferries, turnpikes, toll roads and bridges, and other fees on personal highway
transportation (report at Toll Highways, code A45) and subsidies from other goverrnnents to

support either operations or capital projects (report at Public Mass Transit Systems, codes B94,

C94, or D94).
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SOCIAL INSURANCE TRUST REVENUE BY TYPE: REGULAR AND EXHIBIT

Revenue of social insurance trust systems includes amounts derived from contributions, assessments,
premiums, or payroll taxes required of employers, employees, and others to finance compulsory or
voluntary social insurance programs operated by the public sector; and any earnings on assets held or
invested by such funds. In the case of public employee retirement systems, revenue also includes
unrealized gains (or losses, which are deducted from revenue), based on the change in value of their
investment holdings annually. (The methodology for measuring unrealized gains or losses is described
more completely in Section 8.4.1.1)

Chapters 8 and 9 contain separate discussions of insurance trust systems, including a formal definition of
a social insurance trust and the full definitions of the various exhibit codes for these activities.

Some of the contributions allocated to these categories are considered to be taxes (e.g., unemployment
compensation payroll taxes, Social Security taxes) by many economists. However, for Census Bureau
purposes these are treated as insurance trust revenues, not tax revenues.

Excluded from social insurance trust revenue are general tax proceeds, donations, and other revenue
except that enumerated below even if such amoturts are levied specifically for insurance trust purposes
(report at appropriate General Revenue code); grants and shared taxes for support of insurance tmsts other
than employee retirement systems, whether received directly or through the parent govemment (report at
appropriate Intergovernmental Revenue code); borrowing of funds (non-revenues); transfers or
contributions from parent govenunent which administers the social insurance system (either as employer
contributions or for general fmancial support); rentals from real property leased to other agencies of the
parent govemment (latter two are intrngovetnmental transfers).

These categories also exclude interest eamings on Federal securities held by the three Federal-only
insurance trusts enumerated below, since these are intragovemmental transfers. In the case of state and
local government insurance trusts, however, interest earnings on their own or othet govemments'
securities held for investment are included because of the difficulty in identifying such transactions.

Moreover, not all revenues received by an insurance trust fund are classified as insurance trust revenues
for Census Bureau purposes. Such receipts as grants-in-aid, charges for miscellaneous services, fines and
penalties, and other miscellaneous revenues are treated as general revenues.

Statistics for social insurance trusts are comprised of regular and exhibit codes. Both types of statistics
are used to measure the full set of financial transactions (revenues for this chapter) undertaken by these
systems. However, only the "regulat" fmance codes are used for Census Bureau reports on the overall
finances of a government (e.g., to derive total revenue). The exhibit codes represent fmancial receipts not
included with revenues in the regular finances (e.g., transfers or contributions from parent govemment),
but which are needed if users want to analyze the insurance trust independently. While both regular and
exhibit statistics are included in this chapter, the latter are covered only via reference. See Chapters 8 and
9.
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SOCIAL INSURANCE TRUST REVENUE BY TYPE: REGULAR AND EXHIBTT

CATEGORY FEDERAL-ONLY SOCIAL INSURANCE TRUST SYSTEMS

Contributions for social insuranceprograms administered by the Federal Government. These systems are
described in more detail iit Chapters 8 and 9. Note that these Federal-only systems exclude •`eamings on
investments" from revenne, since the assets of these trust funds are invested solely in Federal securities
(thereby making them intragovetnmental transfers).

Code X03 Contributions From Federal Government Employees

Defmition: Amounts contributed by, or withheld frony salaries and wages of employees, and
voluntary employee contributions, to provide for retirement or survivois' benefits. Includes
reimbursements for disability payments, interest on employee loans, and interest on buyback
contributions.

Includes: Employee contributions under the Federal supplemental retirement portion of the
Federal Employee Retirement System (FERS).

Excludes: Voluntary contributions made by Federal employees to the Thrift Savings Plan
portion of the FERS.

Code Y20 Federal Social Security and Medicare

Defmition: Contributions (employee, employer, and self-cmployed payroll taxes) to provide for
benefits under the Federal Old-Age, Survivors, and Health and Disability Insurance Programs,
commonly referred to as Social Security and Medicare.

Code Y31 Federal Veterans' Life Insurance

Defmition: Insurance,premiums from veterans for purchase of annuities in life insurance
pmgratns administered by the U.S. Department of Veterans Affairs (formerly, U.S. Veterans
Administration).

Excludes: Appropriations from general and special revenue funds (intragovernmental
transfers).

Code Y41 Federal Railroad Retirement

Defmition: Contributions (employee and employer) to provide for benefits under the Federal
Railroad Retirement and Disability System.

Excludes: Contributions from Social Security trusts, tax subsidies, and any other Federal
receipts representing interfund transfers; and contributions for Federal railroad unemployment
compensation (use Unemployment Compensation - Contributions, code Y01).
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SOCIAL IIVSURANCE TRUST REVENUE: BY TYPE

Exhibit Code Statistics Related to Federal-Only Social Insurance Trust Revenues
(Summarized - see Chapters 8 and 9 for detail)

Code and Description

Code X99 Interesfon U.S. Securities Held By Federal Retirement Systems
Code Y22 Interest on U.S. Securities Held By Federal Social Security and Medicare Accounts
Code Y32 Interest on U.S. Securities Held By Federal Veterans' Life Insurance Funds
Code Y42 Interest on U.S. Securities Held By Railroad Retirement Fund Accounts
Code Y99 Interest on U.S. Securities Held By Federal Govenunent Unemployment Compensation

Accounts

CATEGORY PUBLIC EMPLOYEE RETIREMENT SYSTEMS

Contributions from employees and other governments (as employers or as grants-in-aid and shared taxes);
and interest earnings on investments of retirement systems administered by governments for public
employees.

These data are collected by a separate mail canvass survey of state and local government-administered
public employee retirement systems.

See Chapter 8 for a full discussion of exhibit codes and calculated statistics for employee retirement
systems.

SUB-CATEGORY: Employee Contributions

Amounts contribnted or withheld from salaries and wages of employees, and voluntary employee
contributions, to provide for retirement or survivors' benefits. Includes reimbursements for disability
payments, interest on etnployee loans, and interest on buyback contnbutions.

Also includes contributions from general employees as well as those of public colleges and other
institutions or dependent agencies.

Code X01 Contributions From Local Government Employees

Code X02 Contributions From State Government Employees

Special Consideration:
This code applies to state governments only. No locally-administered employee retirement
systems cover state govemment employees.
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SOCIAL INSIIRANCE TRUST REVENUE: BY TYPE

SUB-CATEGORY: Employer (Government) Contributions

Code X05 Contributions from Other Governments

Defmition: For local govertunents, amounts received either from the state or from other local
govemments as employer contributions for their own employees. Contributions from state
governtnents to local retirement systems includes not only employer contributions but also state
aid (e.g., contributions on behalf of local teachers) and shared taxes (e.g., portion of taxes
imposed on insurance companies), even if such amounts are received through the parent
government. For state govetnments, includes amounts received from local govemments as
employer contributions for their own employees.

Ezcludes: Contributions from parent govetnment that administers the employee retirement
system, including its share as an employer (use exhibit codes From Parent Local Government,
code X04, or State Contributions To Own System, Total, code X06 - see Chapter 8 for details)
and repayment of loans made to members (nonrevenue).

SUB-CATEGORY: Other Revenue (Other Receipts)

Code X08 Total EatTtirtgs on Investments

Defmitiont Interest earnings on investment securities, deposits, and other interest-bearing
accounts, including accmed interest on investment securitics sold; dividends; recorded profits on
investment transactions (minus any recorded losses); rentals; and other eamings on investments.
Includes unrealized gains (and losses), as reported for accounting purposes.

Excludes: Rental of property owned by a.retirement system and leased to its parent
government, and amortization of discounts (nonrevenues).

Special Considerations:
1. This is a calculated statistic only. It is the sum of the following five exhibit codes (see

Chapter 8 for additional definitions).
+ Z71 InterestEarnings -
+ Z72 Dividend Earnings
+ Z73 Other Investment Eamings
+ Z96 Gains on Investments, (Realized and Unrealized)
- Z91 Losses on Investments (Realized and Unrealized)

2. For Retirement Survey putposes, X08 includes another exhibit code in the calculation as
well, Rentalsfrom State Government, code Z98. However, such receipts reflect an
intragovernmental transaction and thus cannot be included as revenue for a govemment. See
Chapter 8.
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SOCIAL INSURANCE TRUST REVENUE BY TYPE: REGULAR AND EXHIBIT

Code X08 Total Earnings on Investments - continued

Special Considerations: (continued)
3. Previous versions of the Classiftcation Manual separated earnings on investments between
interest income (code X08) and other types of investment earnings (X09). Since this distincdon
was not made on the survey schedules themselves, these two codes were consolidated effective
with fiscal year 1990.

Fxhibit Codes Relatcd to Pubtic Employee Retirement Systems Receipts
(Summarized - see Chapter 8 for detall)

Code and Description

Code X04 From Parent Local Govcrnment
Code Z71 Interest Earnings
Code Z72 Dividend Earnings
Code Z73 Other Investment Earnings
Code Z91 Losses on Investments (Realized and Unrealized)
Code Z95 Other Receipts, NEC
Code Z96 Gains on Investments, (Realized and Unrealized)
Code Z98 Rentals from State Government
Code X06 State Contributions To Own System, Total
Code V87 State Contributions to Own System, on Behalf of I.ocal Employees
Code Z.99 Statc Contributions to Own System, on Behalf of State Employees
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SOCIAL INSURANCE TRUST REVENUE BY TYPE: REGULAR AND EXHIBIT

CATEGORY UNEMPLOYMENT COMPENSATION SYSTEMS

Contributions from employees and governments (as employers) and interest eamings on deposits in the
U.S. Treasury for the cooperative Federal-state unemployment compensation insurance system and for
Federal railroad unemployment compensation. This category applies only to the Federal Govemment,
state governments, and the District of Columbia. For a description of how this system operates, see

Chapter 9.

Note that these data are obtained largely from the Employment and Training Administration of the U.S.

Department of Labor.

Code Y01 Contributions

Defutition: Payroll levies (or "taxes") collected from private and public employers (and in some
cases employees) to provide for unemployment compensation benefits.

Excludes: Borrowing of funds (nonrevenues) and contributions (including special payroll

levies) to pay debt service on loans issued to cover fund deficits (report at Miscellaneous

General Revenue, NEC, code U99).

Code Y02 Interest Credited by U.S. Government

Defmition: Interests earned on deposits held in the Unemployment Tntst Fund of the U.S.
Treasury and credited to individual state governments and to the District of Columbia.

Code Y04 Federal Advances and Contributions

Defmifion: Net amounts credited to the accounts of the individual state govenunents and District
of Columbia during periods where contnbutions and interest are insufficient to pay benefits due.
Report repayment of advances as deductions to this code, not as unemployment compensation

expenditures. ,

Exhibit Codes Related to Unemployment Compensation System Receipts
(Summarized - see Chapter 9 for detail)

Code and Description

Code Y99 lnterest on U.S. Securities Held by Federal portion of the Unemployment Compensation
Trust Funds.

4-52

179



SOCIAL INSURANCE TRUST REVENUE BY TYPE: REGULAR AND EXHIBTT

CATEGORY WORKERS' COMPENSATION SYSTEMS

Contributions and interest eatnings of state govenunent-0perated insurance trust funds to provide
accident, disability, and death benefits for private and public employees. This category applies solely to

state governments.

These data are collected largely by a separate mail canvass survey of state workers' compensation
systems. See Chapter 9 for a detailed discussion of exhibit codes for workers' compensation systems.

Code Yll Contributions

Definition: Premiums, assessments, payroll "taxes" or other contributions collected from
employers and employees to provide for workers' compensation benefits, including contributions
from local governments as employers on behalf of their own employees. Also includes amounts
received from employees of either state or local governments.

Excludes: Contributions from state government administcring insurance trust system (use Own

Contributionsfrom Administering Government, code Y 10); policy dividends or return of excess

premiums (rcport as a deduction from revenues); penal6es and fines (use Fines and Forfeits,

code U30); charges for such services as copying documents (report at All Other General

Charges, code A89); recovery of benefits and other miscellaneous revenues (use Miscellaneous

General Revenue, NEC, code U99); and Federal grants (report at appropriate Intergovernmental

Revenue from the Federal Government code).

Code Y12 Earnings on Investments

Defmition: Interest eamings on investment securities, deposits, and other interest-bearing

aceounts, including accrued inten:st on investment securities sold; dividends; recorded profits on

investment trdnsactions (minus any recorded losses); rentals; and other eamings on investments.

Special Considerations:
1. Report losses on investments at expenditure exhibit Administrative F.xpenses, code Y 15 (see

Chapter 5).
2. Previous manuals separated eamings on investments between interest income (code Y 12)

and other types of investment earnings (code Y 13). Since this distinction was not made on the
survey schedules themselves, these two codes were consolidated effective with fiscal year

1990.

Exhibit Codes Related to Workers' Compensation Systems Revenue

(Summarized - see Chapter 9 for detail)

Code and Description

Code Yl0 Own Contribution from Administering Govetnment
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SOCIAL INSURANCE TRUST REVENUE BY TYPE: REGULAR AND EXHIBIT

CATEGORY OTHER STATE SOCIAL INSURANCE TRUST SYSTEMS

Contributions and eamings on investments for state-administered social insurance systems for health
benefits, disability benefits, and other purposes. This category applies solely to state governments.

These data are collected largely by a separate mail canvass survey of state miscellaneous insurance trust
systems. See Chapter 9 for additional detail on exhibit codes for other Federal and state social insurance
trust systems.

Code Y51 Contributions

Definition: Premiums, assessments, or contributions collected from members to provide for
benefits, including contributions from local govemments as employers on behalf of their own
employees. Also includes amounts received from employees of either state or local governments.

Excludes: Contributions from state govemment administering insurance trust system (use
Contributions to Own System, code Y50).

Code Y52 Earnings on Investments

Definifion: Interest earnings on investment securities, deposits, and other interest-bearing
accounts, including accrued interest on investment securities sold; dividends; recorded profits on
investment transactions (minus any recorded losses); rentals; and other eatnings on investments.

Special Consideration:
1. Report losses on investments at exhibit Other Payments, code Y54 (see Chapter 5).

2. Previous manuals separated earnings on investments between interest incotne (code Y52)
and other types of investment eatnings (code Y55). Since this distincdon was not made on
the survey schedules themselves, these two codes were consolidated effective with fiscal
year 1990.

Exhibit Codes Related to Other State Social Insurance Trust Systems Revenue
(Summarized - see Chapter 9 for detail)

Code and Description

Code Y50 Contributions from Administering Government
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4.10 Tables

These tables show how the revenue codes used in the Census Bureau's govemment finance statistical
program apply to the three levels and all types of governments. The tables are shown here and repeated in
Appendix 2. The revenue codes are split into the three tables for ease of reference. Table 4.1 covers the
general government sector, Table 4.2 the utilities and liquor stores sectors, and Table 4.3 the social
insurance trust sector (and the sub-sectors by type of social insurance trust system). -
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Table 4.1

Revenue Code Validi b Level and Type of Government: General Revenue- pa e 1 of 3

Revenue T e Level and Type of Government
Special Sehool

Taxes Fedetnl State Coon Munici al Townshi Distric[s Disaricta

Re larstatisties:
TOl X ; Valid I Valid ; Valid Valid Valid Valid
T08 1 Valid X X X X X X
T09 X Valid Valid Valid Valid Valid Valid
TIO Valid Valid Valid Valid 1 Valid Valid Valid
Tll X Valid i Valid Valid Valid Valid Valid
T12 X Valid Valid Valid Valid Valid Valid
TI3 Valid Valid Valid Valid Valid Valid Valid
T14 X i Valid Valid Valid , Valid Valid Valid
T15 Valid Valid Valid Valid Valid Valid Valid
T16 Valid 1 Valid Valid Valid Valid Valid Valid

T19 Valid Valid Valid Valid Vahd Valid Valid
T20 X Valid Valid Valid Valid Valid Valid
T21 X Valid Valid ' Valid Valid Valid Valfd
T22 X Valid Valid Valid Valid Valid Valid
T23 I X Valid Valid Valid Valid Valid Valid
T24 X 1 Valid Valid Valid Valid Valid Valid
725 X Vaiid Valid Valid Valul Valid Valid

T27 X Valid Valid Valid Valid Valid Valid
T28 X Valid Valid Valid Valid Valid Valid
129 X Valid Valid Valid Valid Valid Valid
T40 Valid Valid . Valid 1 Valid Valid Valid Valid
T41 Valid Valid Valid Valid Valid Valid Valid
T50 Valid Valid Valid Vahd Valid Valid Valid
T51 X Va1id Valid Valid Valid Va)id Valid
T53 X Valid 1 Valid Valid Valid Valid Valid

T99 Valid Valid , Valid I Valid Valid Valid Valid

Exhibit statistics: None

Intergovernmental Special School

From Federal Federal State Coun Municipa l Township Districts Districts

Re larstatiatics:
B01 X 1 Valid 1 Valid Vaiid I Valid Valid 1 X
B21 X 1 Valid Valid I Valid i Valid Valid Valid
B22 X Valid X I X X X
B30 X Valid Valid ' Valid Valid X X
842 X Valid Valid Valid Valid Valid X
B46 X , Valid Valid i Valid Valid Valid X
B50 X Valid Valid Valid Valid Valid X
B59 X Valid ^ Valid Valid Valid Valid X
B79 X Valid Valid Valid Valid Valid X
B80 X Valid Valid Valid Valid Valid X
B89 x i Valid Valid Valid Valid Valid X
B91 X ; Valid Valid Valid Valid Valid X
B92 X i Valid Valid Valid Valid Valid X
B93 X 1 Valid Velid Vatid 7 Valid Valid X
B94 X j Valid Valid Valid Vatid Valid X

Exhibit statistics: None

Notes:
'B22 is a valid code at the local govemment level for Washington DC, only.
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Table 4.1
Revenue Code Validity by Level and Type of Government: General Revenne

page 2 of3

Revenue Type Level and T of Government

Intergovemmental Special School

From State Federal State Coun ty Muni ' al Township District District

e s^rtar statistics:__
C21f X X Valid Validf Valid Valid Vaiid____
C30f

--_
X X Valid Valid' Valid X X___ __ __ ___ _

Valid Valid2 Valid Valid X
--'-'--

C46
'- Valid Va1id X_____

C5^ X X Valid Vahd Valid Valid X
'_-_

C79
f

Valid
_ _ __

Valid Validf Valid Valid __ X

C80 ^ X X
_
Valid Valid Valid Valid X_

C89
_--

Valid

__
V Valid Vaiid Valid Valid X____

C91 X
_

X
_
Valid Valid Valid Valid __ X_____ C9___

2f X
_

X
_
Valid Valid= Valid Valid X____ ___

X _V_alid__ _Validy Valid Valid X

C94r
_

X -X Valid Valid Valid Valid X

Exhibit statistics: None

ntergovernmental Special School

From Local Federal State Coun Monia al Township District District

R lar statistics:
DII X X X X X X i Valid

1321 X Valid Valid Valid Valid Valid Valid

D30 X Valid Valid Valid Valid X X

D42 X Valid Valid Valid Valid Valid X

D46 X Valid Valid Valid I Valid Valid X

DS X Valid4 Valid Valid Valid Valid X

D79 X , vahd Valid Valid Valid Valid X

D80 X Vaiid 1 Valid Valld Valid Valid X

D89 X Valid Valid Vaiid Valid Valid X

1391 X I Valid Valid Valid Valid i Valid X

D92 X Valid Valid Valid i Valid Valid 1 X

D93 X i Valid Valid Valid ' Valid i Valid X

D94 X Valid Valid Valid Valid Valid X

Exhibit siatistics: None

Notes:
zAlthough valid for municipal governments, this code is not valid for Washington, DC, by definition.

3This code is valid only for school districts. It is not used in aggregate statistics by level or type of govemment.

°This code becomes valid for state government effective with 2006 statistics.
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Table 4.1
Revenue Code Validity by Level and Type of Government: General Revenue

page 3 of 3

RevenueT e Type ofGovernment

CurrentCha es Federal State Coan Municl al Township
Special
Dlstriet

School
District

Re IarstaGstics:
A01 Valid Valid Valid Valid Valid Valid X
A03 X I Valid Valid Valid Valid Valid X
A06 ; Valid 1 X X X X X X
A09 X Valid Valid Valid Valid X 1 Valid
A10 X Valid Valid Valid Valid X 1 Valid
A12 X Vzlid Valid Valid Valid X Valid
A14 Valid , X X X X X X
Al6 X 1 Valid 1 Valid Valid Valid X Valid
AIS X 7 Valid Valid Valid Valid Valid Valid

A21 Valid Valid X X X X S X
A36 Valid Valid I Valid Valid Valid Valid Valid
A44 X % Valid Valid • Valid Valid Valid X
A45 X Valid Valid Valid Valid Valid X
A50 Valid Valid Valid Valid Valid Valid X
A56 Vaiid Valid X X X X X
A59 Valid Valid Valid Valid Valid Valid X
A60 X Valid Valid Valid Valid Valid X
A61 Valid Valid Valid Valid Valid Valid X
A80 X Valid Valid • Valid Valid Valid X
A81 Valid Valid Vatid t Valid Valid Vaiid X
A87 Valid Valid Valid Valid Valid 1 Valid X
A89 Valid Valid Valid Valid Valid I Valid X

Exhibit statistics: None

Miscellaneous Federal

^

State Coun ty Munici al Towushi
Special
District

School
District

Re lar statistics:
U01 X Valid Valid , Valid Valid } Valid Valid
Ull Valid Valid Valid I Valid Valid Valid { Valid
U20 Valid Valid Valid ' Valid Valid Valid Valid
U21 X Valid X X X X X
U30 Valid Valid Valid I Valid 7 Valid Valid ( Valid
U40 X Valid Valid Valid Valid X X
U41 X Valid Valid Valid Valid Valid Valid
U50 X Valid Valid } Valid Valid Valid Valid
U95 X Valid Valid Valid Valid 1 Valid Valid
U99 Valid 1 Valid Valid Valid Valid Valid Valid

Exhibit statistics:

CGR X Valid X X X X X

Z51 X Valid X X X X X

Z54 X Valid X X X X X

Key:
Valid Statistics can be reported for these governments.
X Statistics cannot be reported for these governments.

Notes:
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SV alid code at the Iocal government leveli'or Washington, DC, only.
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Table 4.2 Revenue Code Validity by Level and Type of Government:
Liquor Stores and Utilities Sectors

Revenue Cate o Level and T e of Govetnment

Liquor Stores
Sector Federat State Couo Muaici al Towushi

Special
District

School
Distrtet

Re larstatistics:

A90 X : Valid Valid Valid Valid X X

Exhibit statistics:
Z41 X Valid t X X X 1 X X

Z44 X Valid X X X X I X

Z48 X Valid X X X X X

Utilities Sector Federal

.
State County Munici al Township

Speciat
DistriM

School
District

Regular statistics:
A91 I X Valid Valid Valid Valid Valid X

A92 X Valid t Valid I Valid Valid Valid X

A93 I X Valid valid i Valid Valid Valid X

A94 X Valid Valid Valid Valid Valid X

Exhibit statistics: None

Key:
Valid Statistics can be reported for these governments.
X Stalistics cannot be reported for these governments.
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Table 4.3 Revenue Code Validity by Level and Type of Government:

Social Insurance Trust Sector - page 1 of 2

Revenue Cat o Level and Type of Government

Federal Only
Categories Federal State Coun Munici al Towashf

Special
District

Schoal
Dis[rict

Re lar Statistics:
Y20 Valid X X X X X X

Y31 Valid ' X X X X X X

Y41 Valid I X X X X X X

Exhibit Statislics:
Y22 ' Valid X X X X X X

Y32 Valid X X X X X X

Y42 Valid X X X X X X

Employee
Retirement Federal State Coua Munici al Townshl

Spcciel
Dtatrict

Schoof
Distrlct

Rcgu lar statistics:
Xol X Valid I Valid Valid Valid Valid Valid

X02 X Valid X X X X X

X03 Vatid X X X X I X X

X05 X Valid Valid Valid Valid i Valid Valid

X08 X Valid Valid Valid Valid Valid Valid

Exhibit statistics:
V87 X Valid X X x X X

X04 X X Valid Valid Valid Valid Valid

X06 X ' Valid ' X X X X X

X99 Valid X X X X X X

Z71 X Valid Valid Valid Valid Valid Valid

Z72 X Valid Valid Valid Valid Valid Valid

Z73 X Valid Valid Valid Valid ^ Valid Valid

Z91 X. Valid Valid Valid Valid Valid Valid

Z95 X Valid l Valid Valid Valid Valid Valid

Z96 X I Valid Valid 1 Valid : Valid i Valid Valid

79R X 1 Valid X X X I X X

Z99 X 1 Valid X X X X X
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Table 4.3 Revenue Code Validity by Level and Type of Covernment:
Social lnsurance Trust Seetor - page 2 of 2

Revenue Ca o Level and Type of Government

Unemployment
Com ensation Federel State

.
Coun Munici al Township

Special
DislriM

School
District

Re lar statistics:
YOl Valid Valid i X X = X X X
Y02' X 1 Vaiid 1 X X 1 X X X

Y04 X Valid ; X X x x x
Exhibitstatistics:

Y99 Valid X X X X X X

orkers'
om eosatlon Federal State County Munici al Township

Special
District

Schaol
District

Regular statistics:

Yll X - Valid = X X X X x
YL X ' Valid X X X X X

Exhibit statistics:
YIO X 1 Valid • X X X X X

Otber Sfate Social
Insuranee Trosls Federai State County Munici al Townshi

Special
District

School
District

Re lar statistics:
Y51 X 1 Valid X x X x X
Y52 X ' Valid ' X X X X X

1Exhibit statistics:
Y50t X i Valid i X X X X X

Key:
Valid Statis6cs can bc reported for these governments.
X Statislics cannot be reported for these governments.

Notcs:
'These codes arc valid for Washington, DC, only at the local level.
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WHICH STATES TAX THE SALE OF FOOD FOR HOME CONSUMPTION IN 2007?

Forty-five states and the District of Columbia levy general sales taxes. Most of those states
have eliminated, reduced, or offset the tax as appGed to food for home constumption. The relief
strategies include full or partial exemptions from the sales tax for food purchased for home
consumption and credits or rebates to offset the food tax. Of the states with sales taxes:

Thirty-one states and the District of Columbia exempt most food purchased for consumption
at home from the state sales tax. South CaroGna is the state that most recently eGminated its
sales tax on food (effecrive November 1, 2007).

Seven states tax groceries at lowcr rates than other goods; they are Arkansas, Iâinois, Missouri,

Tennessee, Utah, Virginia, and West Virg}rria.'

. Five states - Hawaii, Idaho, Kansas, Oklahoma, and South Dakota- tax groceries fully but
offer credits or rebates offsetting some of the taxes paid on food by some portions of the
populadon. These credits or rebates usuatly are set at a flat amount per family member. '1'he
amounts and eligibility rules vary, but may be too narrow and/or insufficient to give eGgible
households full relief from sales taxes paid on food purchases.

. Two states continue to apply their sales tax fully to food purchased for home consumption
without providing any offsetting relief for low- and moderate-income families. They are

tllabama and Mississippi.

Local governments, which in many states levy their own sales taxes, usually exempt food if food is
fully exempt at the state level. Major exceptions include localities in Arizona, Colorado, Georgia,
Louisiana and North Carolina. Grocery food purchases in those states are fully or partially exempt

at the state level, but typically taxed at the local level.

For more details on food tax exemptions and credits, see Nicholas Johnson and Iris J. Lav, Should

States Tax Food? Examining the Poliry Issuu and Options, Center on Budget and PoGcy Priorities, May

1998.

I Food sales rax rates in these states are as follows: Arkansas - 3 percent, Illinois - 1 percent, Missouri -1.225
percent, Tennessee - G percent, Utah -2.75 percent, West Vi ° nia - 4 percent (declining to 3 percent on]uly 1,

2008), and Vitginia - 2.5 percent.
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ODJFS is a$78.8 billion agency with almost 4,000
employees statewide. We are present in every county
and touch practically every community in Ohio. If we
were on the Fortune 500 list, we would be right behind
McDonald's and Coca-Cola. Our budget is three times
the size of Chicago's, almost twice the size of Los
Angeles; and we would byfar be the largest department
in the city of NewYork.

Untike Coca-Cola and McDonald's, however,we are not
in the business of comfort foods like french fries and
soft drinks. Instead, we're responsible for the lives and
well-being of thousands of children and famil ies across
Ohio.

With our count+j partners, we are a statewide family
network, and our business is providing solutions to
people's temporary challenges. Those challenges may
take months or even years to resolve, but ou r mission is
to help empowerthosevjho are vulnerable, to enhance
their capacity to overcome barriers, to care for their
children, and to lead happy, productive lives.

The following pages tell a story in numbers: numbers
of Ohioans served, dollars spent, results achieved. As
you readthe numbers, however, rememberthat behind
each number is a person: a person saved by our safety
net from physical or financial hardship, possibly even
abuse, neglect, or poverty. Gradually, person by person,
this is how we will do our part toTurnaround Ohio.
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Services to Families

Cash Assistance

ODJFS provides a variety of financial and supportive
senricesannu a3lyto low-i ncomefami l ies and i nd ividu als,
most of whom are employed or seeking employment.
A large part of this assistance comes through the Ohio
Works First and Food Stamp programs.

Ohio Works First (OWF) is the financial-assistance
portion of the state's Temporary Assistance to Needy
Families (TANF) program, providing cash benefits to
needy families for up to 36 months. OWF requires at
least 50 percent of adults receiving benefits to work or
engage in work-related activities, such as educational
or training programs.

The federal Food Stamp Program helps eligible needy
Ohioans pay for food. In Ohio, recipients use an
electronic benefiits transfer card-the Ohio Direction
Card-to buy most food or food products, with the
exception of alcohol, tobacco and hot food. Although
the federal gavernment pays for all benefits, states
provide about half of the program's administrative
costs.

TheTANF program helps Ohioans in other ways, as
well. When nine northwest Ohio counties were flooded
with six to nine inches of rain on August 20, 2007,
Governor Stricldand declared a state of emergency.
State resources were used to help affected Ohioans
recover from this disaster as quickly as possible.
Eligible families received TANF Disaster Assistance
benefits of up to $1,500, and eligible elderly and
disabled individuals without children raceived up to
$750 of non-TANF assistance benefits.

OnJune30,2007,thaOhioGenerafAssemblyadopted
the TANF Family Violence Option. This will allow
someTANF program requirements to be waived for
victims of domesticviolenea so that theirsafety isn't
jeopardized. Forexample,victims may be temporarily
excused from working, looking for work, or going to
schoolorjobtraining if participating would putthem
in danger or interfare with their abilityto escape their
domestic violence. The Family Violence Option will
allow caseworkers to identify victims of domestic
violence, refer them to appropriate services, and
protect their confidentiality.

In recent years, the number of individuals receiving
OWF benefits has been declining, from 362,522 in
calendar year 2002 to 340,861 in 2007. However, as
the chart at the right shol.rvs, Ohio continues to provide
Medicaid benefits to a large number of people who
have left the OWF program. In addition, the number
of individuals receiving food stamps has risen, from
1,210,284 in 2002 to 1,686,146 in 2007

4
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OWF Cash 4ssistance & Continuing Medicaid Benefits Provided to Ohioans
Calendar Yaars 2002 - 2007
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Child Care

ODJFS offers financial assistance to eligible needy
parents to pay for child care wh i le they engage i n work
and training efforts.The agency also is responsible for
regulating out-of-home child care arrangements and
for licensing and inspecting child care facilities. Every
day in Ohio, an estimated 350,000 children under age
6 are cared for in settings outside the home that are
inspected and licensed by ODJFS.

Of those 350,000 children who spend each day in
regulated child care, more than 190,000 received
financial assistance for that child care in 2007That not
only allowed their parents to find and keep jobs, but it
ensured that children in low-income families still had
access to the early care and education programs they
need to succeed in school.

Step UpTo Quality

Step Up Ta Quality (SUTQ), Ohio's voluntary
quality rating system for child care programs, grew
dramatically in 2007. At the beginning of the year, 620
programs across the state were participating. Since
then, 400 more-from 65 counties-have applied, and
an additional 80 are waiting for verification. SUTQ
is designed to increase the number of high-quality
programs, recognize and support programs that
achieve higher quality standards, and provide parents
with an easy-to-use toolto assist them in making more
informed ahaices on behalf of their children. Programs
with the highest ratings qualify for monetary awards.
So far, 172 quality achievement awards totaling $1.6
million have been distributed.

Collaboration among state agencies, public school
systems and community-based programs has created
several child care and early leaming programs in Ohio.
These include subsidized child care centers, family
child care, prekindergarten, public school preschool
programs, special education preschool programs and
Head Start, which is funded by the federal government
through the U.S. Department of Heahh and Human
Services.

Early Childhood Cabinet
As partof his commitment to early childhood education,
Governor Strickland created the Early Childhood
Cabinet in 2007. The cabinet's purpose is to unite key
state agencies around the common goal of promoting
school readiness by setting and coordinating state
policies and programs that serve Ohio's children from
birth through age 6. Although the cabinet is based
at ODJFS, six state agencies are involved: the Ohio
Department of Alcohol and Drug Addiction Servioes,
the Ohio Department of Education, ODJFS, the Ohio
Department of Health, the Ohio Department of Mental
Retardation and Developmental Disabilities, and the
Ohio Department of MeMal Health. Step UpTo Quality
and the Early Learning Initiative were two of the
cabinet's major 2007 initiatives.

Ear1y Le®ming Initiative

The Early Learning Initiative (ELI), formerly the Head
Start Plus program, usesTANF funds to pay for early
learningexperiencesforqualifying low-incomechildren,
ages 3 through school age, who have been identified
as being at risk of school failure. ODJFS is responsible
for ELI contracts and reimbursement for services, and
the Ohio Department of Education is responsible for all
aspects af educational programming. ELI was expanded
and modified in 2007to eliminatethework requirement
for parents and to expand the authorization period for
approved ELI providers from six to twelve months.
In addition, the enrollment structure was adjusted to
allow more consistency in funding and reimbursement
to service providers.

From June 2006 through July 2007, 16,655 children
received ELI services through 102 agencies. On
average, 9,398 children received sarviees each month,
representing approximately 83 percent of all those
authorized to receive services.
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Child Protective Services

ODJFS administers and oversees the state's child and
adult protective services programs. These include
programs that prevent child abuse and neglect; provide
services to abused andlor neglected children and their
families (birth, foster and adoptive); license foster h omes
and residential facilities; and irniestigate allegations of
adult abuse, neglect and exploitation.

Ch ild welfare services in Oh io are provided by a network
of 88 public children services agencies (PCSAs). Fifty-
five of these are located within county departments of
job and family services, and 33 operate separately.

Ohio's child welfare system is state-supervised and
eounty-administered.This means that county agencies
have considerable leeway in determining the ways
in which they deliver services to Ohio's children and
families. ODJFS develops policies and procedures to
guide them. it also provides technical assistance to the
counties and monitors their program implementation
for compliance with federal and state laws, rules and
policies.

Through all of these efforts, children's safety and well-
being are the paranwunt concems. In 2007, ODJFS
undertook many initiativas aimed at keeping children
safe and improving the lives of children in foster care.

Protect Ohio-Child UUeifare Waiver Project

ODJFS continued to implement Protect Ohio, the state's
Title N-E waiver demonstration project, in 2007. Title
IV-E is the part of the Social Security Act that provides
federal reimbu rsement to states for the costs of placing
children in foster homes or other types of out-of-home
care.The purposeof Protect Ohio is to determine whether
giving counties flexibleTitle 11/-E spending (1) improves
the way they manage their child welfare programs and
(2) improves outcomes for children and families. This
program is being implemented in 14 counties and, as
a result of a recent federal decision, will be allowed to
continue.

Altemative Response Pilot Project
In June 2007, ODJFS and the Supreme Court of Ohio
began developing the Alternative Response Pilot

Child Protection Statistics
at a Glance
In calenclarye+ar2006, Ohio counties received:

Q 35,436 reports of alleged child neglect.

Q 24,027 reports of alleged chi(cl physical abuse:

O 13,484 reports of alleged child sexual abuse.

O 3,215 reports of alleged child emotional
maltreatment.

12 reports of rdle0ed withholding of ineclically
0 indicated treatmentfrom a disableci infant

tvith life-threatenlng conditians.

O More than 22,000 children experienced more
than 6.4 million days of foster care.

O 1,995 children were adopted.

PAore than 22,000 childrenreceived adoption
subsidies.

Project, an experiment that will allow caseworkers
more flexibility in deciding how to respond to reports
of suspected child abuse and neglect. In 10 participating
pilot counties, caseworkers will be required to use
an "ahernative response" to at least 25 percent of all
reports of abuse and neglect.

Instead of beginning a traditional investigation, they
will respond with a "family assessrrent; in rvhich they
will assess the needs of the child or famih/ without first
getting a formal court disposition.The assessments will
be conducted in a non-threatening, non-adversarial
manner, and will show what services the family needs
to ensure the well-being and safety of its chiidren.
Caseworkers will then offer those senrices.The project
will begin on July 1, 2008, and last for 19 months. The
results will showwhetherthe family assessment system
is an effective early intervention method, to stop child
abuse and neglect before they occur.

Family to Family Initiative
Starting in 2007, Cleveland became one of 15 "anchor
sites" for the Annie E. Casey Foundation's Family to
Family Initiative. Familyto Family provides stateswith a
model for a network of s u bstitute care that, among other
things, is neighborhood-based, culturally sensitive,
and near the children's homes.The 2007 "anchorsites"
are leading intensive reform efforts, to bring about
comprehensive change and significant improvement.

^
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Ohio was one of the first states to get involved with the
initiative, in 1992- Many Ohio counties are actively using
the Family to Family model.

IGnship Permanency Incen'live

The biennial state budget approved in June 2007
expanded eligibility requirements for the Kinship
Permanency Incentive (KPI) program. KPI provides
time-limited incentive payrr.ents to relatives caring for
minor children who would be at risk of harm if they
remained in their own homes.The changes removed
the requirement that a juvenile court musi first find
the child to be abused, neglected, dependent or unruly.
They also removed language awarding legal custody
or guardianship to the kinship caregiver, removed
the requirement that the child have " special needs"
and removed gross inmme level requirements for
caregivers. KPI is an incentive, not a support program,
designed to defray the costs of initial placement of a
minor child in a kinship caregiver's home.

Independent Living Services for FosterYouth

In 2007 ODJFS allocated $2.5 million in TANF funds
to PCSAs to provide independent living services to
youth ages 16 and older who were in the agency's
custody and to young adults ages 18 to 21 who were
emancipated from the agency's care. PCSAs were also
allowed to use the funds to provide independent living
services to youth under the age of 16 who were likely
to remain in custody until their 18th birthdays. Services
included life skills development training, education and
vocat iona I trai ni ng, preventive health activities, financial
assistance, housing, employment and education, self-
esteem oounseling, and assistance with developing
positive relationships and support systems.

Education andTraining Voucher Program
The Education and Training Voucher (ETV) program
offers up to $5,000 per year to foster youth and former
fosteryouth sothattheyean attendcolleges, universities
and vocational training institutions. In 2007, ODJFS
contracted with the Orphan Foundation of America
(OFA)-a national organization that provides education,
mento ring a ndworkfo rce devel opme nt servicesforteens
aging out of the fostersystem -to administer a program
helping foster youth in Ohio obtain postsecondary

education and training. Under the contract, OFA will
provide eligibility and fund disbursement services.
Through a network of volunteers, it also will monitor
and support student progress and will monitor and
report on the intended outcomes of the program.

Shared Vision forYouth

SharedUsion forYouth is a national effort to help needy,
out-of-school, at-risk youth make a successfui transition
to adulthood. In 2007, Ohio had $174,000 in unobligated
Shared Vision funds (federal and state), which are
targeted for the "neediest youth; including youth
aging out of foster care. Ohio allocated a portion of this
fu ndi ng to the OHIO(Overcoming Hu rd les in Oh io)Yo uth
Advisory Board, a group of young people ages 14 to 23,
all of whom have experienced foster care.With support
from the Ohio Independent Living Association and the
Public Children Services Association of Ohio, theYouth
Advisory Board seeks to influence policy and practice
by bringing Rs knowledge and personal experience to
the table. Members have met with Governor Strickland,
legislators and ODJFS staff, and are committed to
providing leadership and advocacy for Ohids young
people transitioning out of the foster care system.

Safe Havens

As of December 24, 2007, 54 newborn babies had
been safely surrendered since Ohio's Safe Havens for
Newborns law was enacted inApril 2001- U nderthe Safe
Havens law, a parent (without fear of prosecution) may
deliver his or her unharmed newborn who is not nmre
than 72 hours old to a medical worker at a hospital,
a peace officer at a law enforcement agency or an
emergencysenrice organization. Parentsarenot required
to provide any personal information but are asked to
voluntarily fill out a medical history questionnaire.
Once a baby is received by a Safe Havens provider, the
newborn is placed in the custody of a county PCSA.The
agency then looks for an adoptive family.

AdoptionTax Credit
In May 2007 Governor Strickland signed Senate Bill
20, which increased the adoption tax credit in Ohio
from $500 to $1,500. ODJFS supported this bill, which
provides a further i ncentive for parents to adopt ch i Id ren
through the public system.
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Research Consortium

The ODJFS Research Consortium saw the completion
of two important projects in 2007 that could greatly
improve the lives of children in foster care. The first
evaluated the impact of a law that allows grandparents
to use powers of attorney or caretaker authorization
affidavits to obtain education and medical sen ices
for their grandchildren.The second examined ways to
reduce reunification time for families and to decrease
the number of children reantering foster care. The
Research Consortium solicits, evaluates and funds
proposals from the university research community
for projects that will inform department policy and
operational decisions.

Ohio Children'sTrust Fund

The Strickland administration has made a commi4ment
to strengthen and stabilize the Ohio Children's Trust
Fund, which provides leadership in promoting child
abuse and neglect prevention programs.The fund is
a statutorily created, quasi-governmental entity, for
which ODJFS isthe administratlveagent. Its programs
are implemented locally by Family and Children First
Councils or local advisory boards. In September 2007
the governor's office finalized its appointment o(
public members to the Ohio Trust Fund Board, and
throughout the year the General ASsembly appointed
the board's legislative members. In August 2007 a
new executive director was named. The board began
an aggressive monthly meeting schedule and has
focused on redefining prevention programming,
engaging in education and training opportunities,
initiating strategic planning efforts, and rebuilding

federal, state and local partnerships.

Child Protection Oversight
ODJFS and its community partners began preparing
for the federally required Child and Family Services
Review, which evaluates the effectiveness of a state's
child welfare system. The first round of reviews in
Ohio was completed in 2004, and the second round is
scheduled for 2008. The reviews have seven primary
goals: to pratect children from abuse and neglect,
to allow them to live in their own homes whenever
possible, to give children permanency and stability in
their living situations, to preserve family relationships,
to help families provide for their children's needs, to
help children rneet their educational needs, and to give
children the physical and mental services they need.

Adult Protective Services

ODJFS administers the state's Adult Protective
Services program, which helps adults who are in
danger of harm, are unable to protect themselves, and
have no one to assist them. ODJFS has the authority
to plan and develop programs, and write rules and
regulations, pertaining to adult protective services. It
also provides technical assistance to county staff.The
county departments of job and family services receive
and investigate all reports of abuse, neglect and
exploitation of adults ages 60 and older and evaluate
the need for protective services. During SFY 2007, the
oounties received a total of 16,843 reports of adult

abuse, neglect and exploitation.
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Child Support

With more than 979,000 cases, Ohio had the third-
largest "ii!-D"-designated child supportcaseload in the
country in FFY20071V-D cases are thosethat qualifyfor
collection, distribution, financial and medical support-
enforcement services, such as paternity testing and
delinquent-support collecting. All families that receive
public assistance, Medicaid or foster care benefits
automatically receive IV-D services, although others
can apply to receive themr too. These services are
administered by 88 county child support enforcement
agencies (CSEAs).

ft's very important that Ohio's children get the money
owed to them by noncustodial parents. In addition,
the federal Office of Child Support Enforcement
awards incentive nioney to states that meet or exceed
performance targets-and perform better than ather
states-in five areas: paternity establishment, support-
order establishment, collections on current support
due, cases with collections an arrears (unpaid support)
and cost-effectiveness. The nwre money Ohio earns
by reaching these targets, the more money it has to
reinvest in its child support program.

In rece nt yea rs, Ohio's performance i n t hese catego rie s
has been excellent. In 2007 the state collected nearh/
$2 billion in support and earned $29.5 million in
performanee incentives. Even with Ohio's economy
experiencing difficult times, in 2007 the state's
child support program still performed better in all
categories than in 2003 or 2004, and it achieved its
best performance ever in two categories:

Q 73.e5%of open N-D cases had support
orders established for them.

The state's cost effectiveness rate was
0 $6.70,which means for every dollarspent,

Ohio collected $8.70 in support.

In addition, Ohio led the nation in the collection of child
support dollars for non-public assistance cases and
was right behindTexas and California for all collections
(and those states had more cases). In 2007 the state
undertook a variety of initiatives to make a good system
even better.

Child Support Partnerships

In August 2007, ODJFS began a partnership with the
Ohio Department of Rehabilitation and Corrections
(DRC) to develop initiatives to make it easier for
incarcerated parents to pay child support after exiting
the system. Many groups are involved in this effort,
including county child support professionals, probation
officers, DRC educators and the Ohio CSEA Directors'
Association.

County State Initiatives
In order to work more closely with counties and
brainstorm solutions to potential challenges, ODJFS
launched a County State Initiatives (CSI) workgroup
for county, state and association child support staff.
Ntembers meet twice a quarter to review, identify and
disseminate information relatedto policy interpretation,
technical assistance and other relevant issues.Through
technical assistance and monthly video conferences,
the initiative helps give countiesthe support they need
to administer Ohio's child support program effectively.

Rule Changes

In partnership with the counties, ODJFS made several
changes to its rules and/or interpretations of rules to
improve services to families and children. One change
removed some restrictions that prevented CSEAs from
terminating services. Another allows certain child
support enforcement activities provided by probation
officers to be eligible for federal reimbursement.
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flhio's Child Support Program Performance
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Ohio He - th Plans

In SFY 2007. ODJFS managed five publicly
financed health programs:

O Medicaid (Title XIX of the Social Security Act)

State Chiidrens Health Insurance Program
0 ISCHIP, Title XXI of the Social Securky Act)

O The Medicare PremiumAssistance Program

O The Hospital Care Assurance Program

O The Disability Medica! Arsistance Program

?liedi>vaid

Ohio Medicaid and Medicaid-related programs
p rovi de h ea lth ca re coverage to I ow-i nco me ch i ld re n,
pregnantwomen, families, older adults and Ohioans
with disabilities. In SFY2007, ODJFS spent more than
$11.8 billion to provide Medicaid health care services
to eligible Ohioans.

Medicaid services are delivered via contracts with
about 104,000 health care providers, about 60 percent
of whom submit at least one claim for payment every
year. Contracts with these providers ensure that
Medicaid consumers get access to needed services,
such as physician visits, hospital inpatient care,
prescription drugs and home health services. In SFY
2007, Ohio processed more than 65 million Medicaid
provider claims.

Ohio's Medicaid caseload grew by 2.7 percent in SFY
2007,with average monthlyenrollment increasing to
1.76 mitlion by June 2007 Most caseload growth-
30,082 people-occurred in the Covered Families
and Children (CFC) category, which serves low-
income children, pregnant women and families. By
June 2007, the average monthly caseload in this
category was more than 1.3 million people.

There was also a caseload increase of 11,191 older
Medicaid consumers (age 65 and up) and those with
disabilities. This is known as the Aged, Blind and
Disabled (ABD) coverage group.
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of Ohio's Medicaid expenditures were for the ABD
population in SFY 2007 even though it represented
only 28 percent of the total Medicaid caseload.

In spite of th is, SFY 2007 closed with the Ohio Medicaid
program coming in under budget. In addition, great
strides were made in improving the efficiency and
effectiveness of the program.
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SFY 07 increase reflects 30,OB2 more CFC consumers and
By June 2007, the average monthly ABD caseload was 11,191 additional ABD consumers.
447,050. This is a particular concern because medical
care forthis group tends to be costly. About 72 percent
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The Exeatrtivg Medicaid Mlanagement
Admin-istration (EMMA)

The Executive Medicaid Management Administration
was enabled in HB119 and created by Govemor
Strickland through Executive Order 36S. EMMAs
mission isto achieve a more e{ficientand effective Ohio
Medicaid program through improved coordination
of Medicaid policies and functions across state
agencies.

EMMA's purpose is to unify and build consistency
in Medicaid policy and harmonize operations across
agencies. It does not duplicate the operations of
agencies with responsibilities for, and closest to,
specific constituencies such as the aged, those with
disabilities, mental illness or problemswith substance
abuse. It does not replace the ODJ FS Office of Medicaid.
Rather, EMMA focuses on issues that:

^ impact multiple agencies or populations
served by multiple agencies; and

v Program Integrity
a Legal
* InformationTechnology
g Budgeting and Finance
* Administrative Efficiency

Medieais] 3nfrcrmat onTachno3egy SjsWm
(PATS)

Work is continuing on the replacement of Ohio's
outdated Medicaid Management Irrformation System
(MM IS) wit h MITS, a state-of-th e-a rt, i nd ustry-standard
system th at wi ii not o nty ma ke it easie r to give patients
the best care for the best price, but will simplify data
sharing between states, federal agencies and health
care providers. The first phases of the project were
completed on schedule and within budget. Bythe end
of 2007, a vendor was selected to provide services
including, but not limited to, the following: project
management, business transformation management,
systems analysis and design, development, testing,
data conversion, training and implementation.

^ represent a significant change in Ohio
Medicaid policy, operations orexpenditures

EMMA is comprised of:
0 an Executive Director;

Q a staff consisting of:
t PolicyAdvisor
lb Legal Counsel
* Fiscal Advisor
* Executive Assistant

a council comprised of Directors from
the Departments of Alcohol and Drug
Addiction Services, Aging, Budget and
Management, Health, Job and Family
Services, Mental Retardation and

0 Developmental Disabilities, Mental Health and
the Superintendent of Public Instruction, who
provide advice and guidance on the
implementation of policy changes in the
Medicaid program; and

the following subcommittees, with
^ representation of appropriate staff from the

cabinet agencies mentioned above:
^ Strategy and Policy
+ Clinical

i;lianageti Care Statewide Expansioti

I n 2007, ODJ FS co mp leted the managed care statewide
expansion by successfully enrolling 1.2 million
Medicaid consumers in managed care plans, instead
of traditional fee-for-service plans.

Under the fee-for-service system, hospitals, doctors,
pharmacies and others provide health care services to
Medicaid consumers and then bill Medicaid for those
services. Managed care requires certain participants
to choose a managed care plan (MCP) and then use
only the doctors, specialists, hospitals, dnug stores
and other health care providers affiliated with that
plan.

Managed care plans have the advantage of providing
greater system acxountability and cost predictability.
In this era of increasing caseloads and skyrocketing
health care costs, managed care is an important tool
to helping Ohio successfully manage its Medicaid
spending while maintaining a consistent, better
coordinated level of service to customers.

14 204



p UHIO HEA--TH P-AN;

.. .. .. - .ae.wv^l. -.. .. . , , e49^^O^It

140,000 T^-

120,000

700,000

80,000

50,000

40,000

20,000

Medicaid Managed Care Enrollment
Aged, Blind and Disabled

J an-07 Feb-07 hlar-07 Apr-07 May-07 J un-07 J ui-07 Aug-07 S ep-07 Oc [-07 Nov-07 Dec-07

OYMTotal ABD Eligibles liliTotal ABD MCP Enrollees f% ABD Eligibles Enrolled

Medicaid Managed Care Enrollment
Covered Families & Children

_ ------- - cX2007
1,250,000

1,000,0()0

750,000

500,000

250,000

.8%.92,5% 928% 93 2%y93 3%s93.4%^93 1%93.0%03.

Jan-07 Feb-07 Mar-07 Apr-07May-07Jun-07 Jul-07 Aug-075ep-07 Oct-07 Nov-07 Dec-07

t^r"NTota! CFC EligiblesOIITotal CFC MCP Enrollees A % CFC Eligibles Enrolled

205 15



Q (;00 HAfTE RAN4

M2dicaid+3Vaiver Prcrgrams
More Ohioans than ever participated in Medicaid waiver programs in 2007 Waiver programs allow people with
disabilities to receive care in their homes and communities instead of in nursing homes. These programs are
called waiver programs because, under current law, eligible people with disabilities are entitled to facility-based
care, but home- and community-based care is considered optional.Therefore, states must apply for "waivers"
from the federal government for Medicaid money to follow people into noninstitutional settings.

In 2007, more than 63,000 Ohioans took advantage of eight Ohio waiver programs. ODJFS manages the Ohio
Home Care,Transitions andTransftions Carve Out waivers.The Ohio Department of Aging overseesthe PASSPORT,
Choices and Assisted Living waivers, and the Ohio Department of Mental Retardation and Developmental
Disabilities manages the Individual Options and Level One waivers.The Resident Facility Waiver, shown in the
chart below, was phased out after program year ( PY) 2005. People enrolled in it transitioned to other programs.

Waiver programs have the potentiai to save the state a great deal of money because home and outpatient care
are far less expensivethan institutional care. In addition, more people are choosing to remain intheirown homes
rather than move into nursing homes or other institutions. The charts below illustrate the growing demand for
home- and community-based care.
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State Children's Haaii:h
Insurance P-rogram (SCHIP)

Title XXI of the Social Security Act created the State
Childn=ns Health Insurance Program (SCHIP), which
provides health coverage for children in families with
income too high to qualify for Medicaid but too low
to afford private coverage. SCHIP provides billions of
dollars in federal matching funds to states, and the
federal government matches state spending for SCHIP
at a higher rate than it does for Medicaid. In Ohio, the
federal match for Medicaid is just over 58 perceM,
and the federal matching rate for SCHIP is just over 71
percent.

The federal government offers states flexibility in the
design and managerrent of their SCHIP programs, but
states must get federal approval when setting income
limits for eligibility. Ohio's SCH1P program is called
Healthy Start, and it provides coveragefor children up
to age 19 in families with income of up to 200 percent
of the federal poverty level (FPL), which is $42,400
a year for a family of four. Healthy Start also covers
eligible pregnant women throughout the duration of
their pregnancy and 60 days following the birth of
their child.

In September2007, Ohio submitted a proposal to the
federal government to expand its SCHIP eligibility
to children in families earning up to 300 percent
of the FPL. When this request was denied, Ohio
appealed the decision and submitted a request to
cover children in families earning up to 250 percent
of the FPL. If this most recent request is approved,
as many as 10,000 low-income uninsured children
could begin receiving health care coverage.

Q OH'.! 1 HEALTF: ''._ANS

Medical Assistance Grants

ODJFS applied for, was awarded, and began
implementing the following public health-related
grants in 2007:

Money Fo9iouvs th¢ Person Project
(Home CMois:a)

This five-year demonstration project could allow Ohio
to receive up to $100 million in enhanced federal
matching funds to relocate approximately 2,200
seniors and people with disabilities from institutions
to home- and community-based settings. ODJFS
also will provide them with services to keep them
i nde pendent.

Lang-Tarrn Ca9s Insurance 3'a rtners33ip
Program

Ohio received $48,480 from the Center for Health Care
Services to conduct technical assistance activities
related to the state's Partnership for Long-Term Care
Insurance.The partnership created a new type of long-
termcare insu rance policy,which enables policyholders
to keep more of their assets if they ever need to apply
for Medicaid long-term care services.

Neonatal Ou-tcomes improvement rrssjavl:

This transformation grant from the U.S. Centers
for Medicare and Medicaid Services will provide $2
million for Ohio to identify ways to improve pregnancy
outcomes for Medicaid consumers, with a specific
focus on preventing premature birth.

Assuring De3lier Ch9id 9-9es3th and

Devslopm®nt (ASGD) Screen"sngAcadsmy

ABCD is a national program administered by the
National Academy for State Health Po licy and fu nded by
the Commonwealth Fund.This grant does not provide
money, but it does provide 15 months of technical
assistance to help Ohio improve its developmental
screening rates and follow-up care for children ages
birth through 6 who are covered by Medicaid.

207
17



^^es to Employers

L^-J}oz P1i=,x kcA Ia7fvt><>;i:.iticsza

Through the Bureau of Labor Market Information
(LMI), ODJFS provides current statistics on all relevant
economic indicators for Ohio.This includes such things
as monthly state and county unemployment rates,
labor force participation rates and per capita income
figures.

Per capita income-the average annual income per
person-is generally regarded as the single best
measure of a state's economic well-being. It can be
used to compare across regions and to track progress
toward workforee development goals. In reeent years,
a gap has existed between the U.S. and Ohio per capita
incomes, and that gap has widened since 1999. In
2006, Ohio per capita income was about 90.7 percent
of U.S. per capita income, compared vv9th 96.1 percent
in 1999.

County per capita income levels ranged from a high
of $40,863 in Geauga County to $17,835 in Noble
County. Per capita income tends to be higher in more
urbanized counties, such as Hamilton and Franklin. It
also is strongly influenced by employment growth.
As a result, all efforts to create jobs-and to help
Ohioans find and keep jobs-will ultimately improve
the state's percapita income. One of the primary goals
of Governor Strickland's Turnaround Ohio plan is to
raise Ohio's percapita income rate above the national
average fo r th e fi rst ti me since 1987 and to reverse the
state's job losses by investing in its strengths.

The ODJFS Bureau of Labor Market information
helps the state's leaders plan for future labor needs
by generating statistical and theoretical long-term
outlooks for total employment and for specific
industries. The industry outlook, and its translation
to the occupational level, serves as a guide for state
workforce programs.

Pz-*s Cap3i:a 1nsorr,e, U.S. t3rari Oiai0

°+-•Ghio Per Capita Income

4"U.S, Per Capita Income I

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
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Workforu^^ Services

To improve the state's economy-and Ohio's ability to
produce a workforcewith the skillsemployers need-in
2007the groundworkwas laidfnra total transformation
of the state's workforce system. ODJl=S worked closely
with the Ohio Department of Development and the
University System of Ohio to realign services to key
customer groups, eliminate duplication, and greatly
simplify access to services.

When this transformation is complete, ODJFS will
continue to do what it does best: help individual
Ohioansfindthe bestjobs possible,atthe best possible
pay, for the good of theirfamilies and all of Ohio.

L"dlA S

h i re worke rs, and help laid-off workers learn new ski Ils
and fi nd new jobs

ODJFS administers more than $200 million in federal
funds for these programs annually, as a resuh of the
Workforce Investment Act (WIA) of 1998. During SF'(
2007, more than 55,000 participants were enrolled in
WIA training and intensive services. By conservative
estimates, well over 500,000 individuals received help
through the One-Stop system.

The federal government keeps track of hovv well
states administer WIA services by rating how well
they perform in four areas: entered employment rate,
employment retention rate, earnings change in six
months, and employment and credential rate.

As administrato rofseveral federalworkforce programs,
ODJFS oversees a network of 32 full-service 'One-Stop
Centers' in 20 local workforce areas throughout Ohio.
The One-Stops provide free job training and other
employment services to Ohioans looking for work.
They match job seekers with businesses looking to

60,000

40,000

20,000

2001

In program year 2006, Ohio met or exceeded all
program performance goals. States are required to
maintain performance levels of at least 80 percent of
their negotiated goals. If a state reaches 80 percent or
better of a goal, it is considered to have met that goal.

iitlorkforce Investment Act Program Participants

Program Years 2001 - 2006

2002 2003 2004 2005 2006
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ODJFS provides job training, employment assistance
and work support services for many of those who
qualify for help through the federal Temporary
Assistance to Needy Families (TANF) program.TANF
is a block grant the federal government provides
to states so they can offer temporary assistance to
those in need and to help move recipients to work.

Ohio Works First, the financial-assistance portion of
Ohio's TANF program, requires at least 50 percent
of all families receiving benefits to have an adult or
minor head of household working at least 30 hours a
week. It requires at least 90 percent of all two-parent
families receiving benefits to have one or both
parents working at least 35 hours a week.

Ohio has achieved job participation and placement
rates that significantly exceed the national average.
Although assistance caseloads have increased about
3 percent in recent years, they still remain close to
the lowest points since the 1970s.

One of the ways Ohio reaches these work-participation
targets is through the Prevention, Retention and
Corrtingency program (PRC). PRC helps families
overcome many barriers they n-oy face to achieving
self-sufficiency. Depending on the famiiy and the
circumstances, this can involve anything from
refundable earned-income tax credits to help with
transportation to jobtraining.

Fia)71Ci ^L".>FJOf3S3>3t?rvfCes

The Rapid Response Unft works to quickly help
workers affected by layoffs and plant closings, by
assessing what services they need and proriding them
with on-site services. With its partners, in 2007 ODJFS
began redesigning the Rapid Response services that
it offers to workers. While retaining a locally dreoted,
community-based eftort, the unit established new
standards for timeliness, content and quality of the
response.

r ^empdoyrrre;71 Elagicslityi^Assessrn^:nt
prt3.JYiliTl

The Reemployment Eligibility Assessment Program is
designed to help individuals identify major barriers to
securing or succeeding in employment. Job seekers
cantakethe Barriersto EmploymentSuccess Inventory,
a computerized assessment, at any Level 2 One-Stop
Center. Staff members evaluate the assessments and,
with input from the participarrts, help them create
personal development plans. From 2005 to 2007, the
number of people taking this inventory increased from
10,000 to 20,000.

Iracurrrh^ntll^'orkt;r Sirrviii+^s

In 2007 Ohio began intensitying its efforts to offerskills
training to workers employed in growth industries.
ODJFS obtained enhanced waiver authority from the
U.S. Department of Labor to use portions of unspent
WIA Rapid Response funding to partner with the Ohio
Department of Development in offering serviees for
i ncu mbe nt workers.
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Thv Miiita,y 9njury Reliat Fund

The Military injury Relief Fund provides grant money
to Ohio soldiers injured while serving on active duty.
In 2007, using WIA statewide funds, ODJFS began
piloting atransitional job training programfor retu rning
soidiers, with se3vices provided at the state's One-Stop
Centers. The program has been so successful that a
number of other states have replicated it.

Family 1-ipaltffi frisur^nce

In 2007 Ohio began using WIA funds to help eligible
workers in trade-impacted layoffs retain their family
health insurance until federal Trade Act assistance
could be accessed. The federal Trade Act programs
help those who become unemployed as a result of
increased imports from, or shifts in production to,
foreign countries. Such workers may be eligible for
income support, relocation allowances, job search
allowances andlor a health coverage tax credit. It often
takes a considerable amount of tirne, however, before
qualifying applicants actually receive benefits. Ohio's
policy of providing WIA funds to help families pay for
health insurance before federal assistance is available
has become a model for other states. it also may be
considered for future enhancements of theTrade Act.

Apprentice Systt?ra Expansion

Ohio's apprenticeship program provides on-the-job
training and related instruction for qualifi ed applicants
seeking employment in skilled occupations. In 2007
the Ohio State Apprenticeship Council-using a key
investment of WIA funds-expanded the program to
include occupations in new and growing fields, such
as health care, energy, information technology and
advanced manufacturing.

L3tfacs Sisi3as Bank

The Ohio Skills Bank (OSB), a key component of
Governor Strickland's Turnaround Ohio plan, got
underway in 2007With direction from the University
System of Ohio and financing from federal WIA funds,
the Skills Bank will use research assets from ODJFS
and the Ohio Department of Development to support
employers, educators and community leaders as they
work to develop and retain high-viage, high-growth
employment in Ohio. OSB will support each of Ohio`s
12 economic development regions as they analyze
their critical skill shortages and then strengthen their
local adult education and credentialing efforts.

O#aao Jobs Stdkeforc>:

Another initiativethat got its start in 2007 was the Ohio
Jobs Strikeforce. The Strikeforce is designed to stop
layoffs before they happen. It provides expertise and
assistance to Ohic companies in financial distrass and
in danger of layoffs or plant closure. The Strikeforce
also provides grant funds to qualified companies to
help prevent such crises. Qualified companies mustgo
through a competitive bidding process for consulting
services. Consultants provide budgets and work plans
showing how their efforts would prevent layoffs or
closure, and the company then submits its chosen
plan to the Strikeforce. If a Strikeforce contract is
approved,the consulting services are delivered within
six months.
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ODJFS administers Ohio's unemployment insurance
(UI) program, which provides cash assistance to
unemployed workers who lose their jobs through no
fault of theirown. Itnot onlyreducesthe hardshipfelt by
families during periods of temporary unemployment,
but bolsters the economy by maintaining the
pu rchasi ng power of the unemployed workers.

Unemployment insurance is financed by quarterly
federal and state payroll taxes paid by employers.The
federal taxes cover the administration of the program,
and the state taxes pay for the actual benefits.

it behooves both unempioyed workers and the state
as a whole for the average UI benefit collection time
to be as short as possible. The sooner unemployed
workers can find new jobs, the more quickly they can
retum to their previous standard of living, and the

more money the state will have available for future
claims. It's important that Ohio maintain as large an
unemployment trust fund as possible, so that it will
have the resources to pay increased claims i n times of
higher unemployment.

In Ohio, previously full-time workers rnay qualify
to receive Ul benefits for as long as 20 to 28 weeks,
although since 2002 the average duration has been
15 to 16 weeks.The weekly benefit amou M is typically
half the claimant's previous pay, plus an allowance for
each dependent.The minimum weekly benefit is $90;
the maximum weekly benefit is $479.

Although the number of claimants receiving first
Ul payments declined from 2002 through 2007, the
average weekly benefit amount has been steadily
increasing. In 2007,the average Ui duration time was
15.2 weeks; the average weekly UI payment was $288.

Coznparisnn of Annuai
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Soc.ia3 so=.>r;dty Offset

In November 2007, Governor Strickland signed a law
eli minati ng the Social Secu rity ofFsetfor u ne mpl oyme nt
compensation. Pdnrto that, Ohio was the only state in
the nation to deduct 100 percent of recipients' social
security benefits from their unemploymerrt benefits.
Approximately 3,000 Ohioans were affected.

Otlir) ausfnos-s Gaterrfly

The Ohio Business Gateway (08G) allows small-
business owners to report and pay multiple state
taxes electronicalty, with one online applicatlon. OBG
saw record participation in 2007 At end of the fourth
quarter, it had 23,853 employerfi lings, up from 21,837
the p reviou s year.

Business owners who use the Ohio Business Gateway
can pay their taxes with a credit card, and they can
also delay payments until the date of their choosing (as
(ong as it's before their due date).The system retains
the narnes and social security numbers of employees

and performs calculations that save time and reduce
the chance for errors in filings.

UCTax Intc=grity Efforts

In 2007, more than $1 million was collected from
employers who had committed unemployment tax
avoidance schemes.These were the largest recoveries
made by ODJFS since 2005, when Ohio passed a
law outlawing "SUTA (State UnemploymentTax Act)
dumping; an accounting scheme some employers
were using to evade taxes.

In addition, as of November 2007, the Internal Revenue
Service identified 219 cases in which employers had
misclassified workers as independent contractors
when actually they were employees. As a result, those
employers underreported more than $4.6 million
in total wages and more than $1.1 million in taxable
wages. The misclassified employees were reclassified,
and 14 findings were issued.

Employers Filing OuarteriyPayroll Reports and Taxes through
Ohio Business Gateway (OBG) 012004 - 04 2007
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Operations

Management Infomaation Servfces
In pa rtnersh ip with its customers, in 2007 ODJFS was in
the following stages of development, implementation
and upgrading forthe following core systems:

Benefit Bank
One oftheStrickland administration's manyinitiatives
is the Benefit Bank, which can be found online at
http:llwww.thebenefitbank.comi.This program helps
screen individuals for eligibilityfor various state and
federal programs and provides help in completing
applications for those benefits and services. It is
administered by the Governor's Office of Faith-
Based Initiatives and is coordinated by the Ohio
Association of Second Harvest Food Banks. ODJFS
has been working with the Benefit Bankand its many
partners to roll out training and implementation and
to integrate a computer application so that county
departments of job and family services can accept
information electronically.

CTi1S-E (Client Registry Infom►ation System-
Enhanced)
CRIS-E-the online database that supports the
processing of Ohio's public assistance, food
stamp, Disability Assistance, Medicaid and related
programs-is being upgraded incrementally.
Eventually, it will offer one-stop electronic
eligibility for all programs, including child care
services.

N9TS ( Medicaid InfonnationTechnofogy
Syster,)

Work progressed in 2007 on the replacement of Ohio's
outdated Medicaid Management Information System
(MMIS) with MITS, a state-of-the-art, industry-standard
system that will not only make it easierto give patients
the best care for the best price, but will simplify data
sharing between states, federal agencies and health
care providers. The first phases of the project were
completed on schedule and within budget. By the end
of 2007, a vendor was selected and work begun on the
software design and development.

SACIAIIS (StatewideAutomated Child Welfare
Infonnation System)

In 2007, ODJFS began rolling out SACWIS, a new case
managemeM system for county children services
agencies. In response to the needs of the counties,
an online SACWIS Knowledge Base was established
to provide responses to frequently asked questions.
In addition, a SACW3S Partnership Forum stakeholder
group was established to give county and state users
an opportunity to meet regularly to discuss relevant
issues. Children's services agencies have been key
participants in virtually every aspect of the SACWIS
development, beginning with the establishment of
the system's business requirements and continuing
through the design and user acceptance testing. Once
SACWIS is fully implemented, it will give ODJFS and
county agencies enhanced capability to track children
and their caregivers.

SCOTI (Sharing Career Opportunities and
Training infmmation)

SCOTI-the Web-based system that, among otherthings,
matches Ohio employers with job seekers-is being
redesigned through a phased approach.The first phase
will enhance the system's self-sarvice functionality.
The second phase will focus on broader employment
issues, such as which skills, talents and credentialing
are needed to improve the state's economy.

SETS (Support EnforrementTracking System)

The state rnanages its child support collections with
SETS, aWeb-based systemthat tracks case inPormation
to collect and distribute the state's child support funds.
Because of a 2007 rule change, more parents will have
their federal income tax refunds taken for past due
support. As a result, ODJFS staff began preparing SETS
for those additional tax offset cases.
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County Support

Statewfide Workgroups
ODJFS embraced a team approach to problem-
solving with the 2007 launch of statewide workgroups.
Statewide workgrou ps are gro u ps of co u nty, workfo rce
area and state staff that worktogetherto find solutions
to systemic, cross-cutting issues that face ODJFS, its
customers and stakeholders. Groups have been formed
to address such issues as the disability determination
process, the state hearing process, licensing rules,
and Ohio's options in response to the federal Deficit
Reduction Act of 2005. The groups' highly focused,
facilitated meetings have proven to be extremely
effective at generating creative, viable solutions to
challenges.

County F'isca8 Assistance
In an effort to assist rural aounties, ODJFS
representatives toured the state to hear ideas
from county staff about ways the agency can be
more responsive to them. After those meetings, a
number of improvements were made, including the
development of "Advisory 8ulletins, which are sent to
county agencies to inform them about potential fiscal
issues before those issues develop. In addition, the
agency made plans in 2007 to design a new program
for conducting program and fiscal monitoring with
the counties and other partner organizations, and for
developing an electronic invoice tracking system for
counties.

p OPER4TION5

Quality Control
ODJFS prepares quarterly food stamp error rate
reports, Ohio Works First reports and Medioaid
reports, which it shares with the program areas and
counties so they can monitor how accurately their
staffs are determining eligibility for these programs.
In 2007, ODJFS also began a comprehensive review
of Ohio's food stamp operations, policies and
quality control efforts, to identify opportunities to
improve payment accuracy, reduce inefficiencies,
and improve customer service and access. The
review and recommendations are scheduled to be
completed by fall 2008.

County Profiles

I n 2007, ODJFS u nve ii ed a val ua b ie resou rce fo r a nyo ne
i nte rested in seei ng how th e agencys programs benefit
particular counties. The ODJFS County Profiles are
documents that show such things as the average age
and income level of county residents, the percentage
of the county's population receiving food stamps and
Oh io Works First benefits, and the numberof Medicaid-
eligible 1-year-olds who received free medical exams
through the Healthchek program, to cite just a few
examples. In addition to profiles for each of the states
88 counties, there are profiles for the state as a whole
andforOhio'sAppalachian region. Each report includes
local contact names and phone numbers. The profiles
can be found online at: http'Njfs.ohio.gov`countyl
cnty p ro/i ndex. st m.
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Q OPERATIONS

Office of the Chief Inspector
The ODJFS Office of the Chief Inspector ensures
that all programs administered or supervised by
ODJFS comply with state and federal laws, rules and
regulations, particularly as they relate to or involve
internal corrtrols, safety practices, and ethical or
legal considerations for ODJFS staff.

Office of Communications

The Office of Communications rasponds to media
inquiries, is responsible for message development,
and creates and distributes marketing materials for
ODJFS. In 2006 and 2007 staff members fielded an
average of eight calls a dayfrom media organizations,
responded to their information requests, and
arranged interviews with the director and others
when appropriate.Theyalso workedwith the program

offices to develop nearly 200 publications explaining
ODJFS programs and policies, including pamphlets,
booklets, fact shaats, brochures and other materials.
The Office of Communications also maintains the
agencys Web pages on both the Internet and the
lnnerweb. These pages provide information about
ODJFS programs-and the rules and policies that
govern the programs-to the general public, other
service providers, county agencies and employees.

Office of Contracts and Acquisitions

TheOffice of Contracts andAcquisitions is responsible
for creating valid contractual agreements and for
acquiring goods and services for ODJFS.The offica's
deputy director is the principal legal advisor to the
director on matters pertaining to contract issues and
acquisitions.

ODJFS Media Inquiries Received
By Psagram Area, CY 2006 • CY 2007
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Q OPERATIONS

Office of Errsployee and Business Services Office of Legal Services
The Office of Employee and Business Services is
responsible for overseeing and coordinating the
following functions: human resources, facility
services, business services, and professional
development and quality services, which include
recognition services and community services. It
coordinates the agency's facilities management,
customer su ppo rt, mail services, central maintenance
and temporary contract staff budgets, capital
improvement plans and budget, and the Employee
Recognition Program.

The Office of Legal Services manages all litigation
involving ODJFS. It also is responsible for conducting
state hearings and appeals, for rule promulgation,
for providing legal advice and litigation support, and
for managing and responding to a number of public
records requests and records-related questions
involving ODJFS. In 2007 Legal Services received
morethan 1,000 such records requests andquestions,
from sources ranging from large corporations to
advocacy groups to private citizens.

Office of Research, Assessment and
Accountability
The Office of Research, Assessment and
Accountability is responsible for the department's
performance measurement, strategic planning, and
fiscal and program integrity functions, to improve
productivity and ensure accountability to taxpayers.
Its Bureau of Audit conducts audits of organizations
that receive state and federal funding through
ODJFS. Its Bureau of Program Integrity conducts
reviews to determine the accuracy with which
caunty agencies determine recipients' eligibility for
the Food Stamp, Medicaid,TANF and other federal
public-assistance programs. Its Bureau of Research
and Evaluation conducts program-related research,
develops ad hoc data and analysis, and administers
the department's Performance Center and Research
Consortium efforts.

Constituent Inquiries
The governor's office, the state legislators and the
ODJFS director's office field hundreds of inquiries
each month regarding ODJFS programs. They
forward these inquiries to Office of Legislation staff,
who make every attempt to resolve them as quickly
as possible. In 2007, the agency received 7,773
constituent inquiries, the most in the previous four
years. Staff members resolved 96.9 percent of those
inquiries within 10 working days.
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ODJFS Constituent Inquiry Summary
CY 2003 - CY 2007
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ODJFS employees opened their hearts and theirwallets in 2007 to part icipate in a variety of charitable activities. In
addition to contributing record amounts for the Combined Charitable Campaign, ODJFS employees donated their
time and talents to students at two local schools. They cdilected food for thousands of needy Ohioans, donated
blood, and helped in countless otherways,as well.Theytrulyembodied the agency's core purpose: strengthening
Ohio's families by providing solutions to temporary challenges.

ODJFS employees were especially generous during
the 2007 Combined Charitable Campaign (CCC), the
annual fund-raising effort in which state employees
donate to more than 2,000 charities through one-time
gifts and payroll deductions.The state raised morethan
$4.6 million for the CCC in 2007, and ODJFS was the
third largest agency contributor.

In all, ODJFS raised $425,075, far exceeding our goal
of $361,573. Colleotiveiy, ODJFS employees raised 6
percent more than they did in 2006. Individually, the
average donation was 10 percent higherthan in 2006.

Through the ODJFS Partners-in-Education program,
dozens of staff members volunteered their personal
leave time to help students at Dana Elementary and
Starling Middle School in Columbus. In 2007, this
included the following activities and programs:

ODJ FS staff pu rchased three bicycles and helmets
and awarded them to the th ree students with the
highest proficiency test scores. They purchased
and gave McDonald's, Old Navy and Blockbuster
Video gift cards to students who put forth their
best effort on the profi ci ency test.

Two ODJFS staff members chaperoned Dana
Elementary fourkh-graders on a field trip to
Ohio's Amish country. ODJFS paid for the bus
transportation and forthe children's snacks.

ODJFS "adopted" 18 needyfamilies in December
2007, buying items on their wish lists to make
their holidays more enjoyable.

St. Nick paid a special visit to Dana Elemerrtary
in 2007, courtesy of nine ODJFS staff members.
They helped Santa pack, unpack and deliver toys
and took pictures of each student with Santa.

ODJFS employees provided turkeys for the
pilgrim feast held by Dana Elementary first
graders. In addition, the Office of Unemployment
Compensation "adopted" four families during
the 2007Thanksgiving season.

Throughout the year, ODJFS staff members
provided clothing and school supplies for
studerrts at both schools.

ODJFS held t+rro majorfu ndraisersfor Columbus's Mid-
Ohio Food Bank, which provides food to more than
530 food pantries, soup kitchens, shelters and other
ch a rit ies th ro u g h o ut ce ntra l O h i o.

During Operation Feed, held in March and April,
ODJFS employees donated 1,480 pounds of food
and $14,205.95-enough to provide 29,892 meals.
During the Holiday Food Basket Campaign, held in
November, employees donated 2,905 pounds of food
and $12,305.66-enough for 27,516 meals.

As many as 813 lives v;ere potentially saved as a resu It
of ODJFS blood drives in 2007, according to officials at
theAmerican Red Cross. ODJFS held a total of 17 blood
drives in 2007, including five at the State OfficeTower,
four at the Lazarus Building and eight at theAir Center.
Altogether, 523 units of blood were collected.

In 2007, ODJFS increased its presence at the Ohio
State Fair.The director, assistant directors and deputy
directorsjoined morethan 100 otherstaff to engagethe
public, to answer questions, and to direct visitors to the
new "Benefit Bank; a free Internet-based service that
assists Ohioans with tax returns and helps determine
their eligibility for various state and federal programs.
The ODJFS booth saw more than 10,000 visitors.
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Financial Summary
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Total Agency Expenditures by Program
SFY 2007
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Child Support
SFY 2007 Expenditures by Fund
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Ohio Health Plans
SFY 2007 Expenditures by Fund
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Unemployment Compensation
SFY 2007 Expenditures by Fund
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Ted Strickland, Govesnar
State of Ohio

Helen Jones-Kelley, Director
Ohio Department of Job and Family Services

Offioe of Cornmunications
JFS 08017 (Rev. 612008)

Equal Upportunity Employer and Service Provider
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