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Extension of county taxation authority to finance convention centers.................. 517

Authority to levy an additional hotel lodging tax and to use proceeds
from existing hotel lodging taxes to pay costs associated with

CONVENTION CENLEIS......ccuiiieieeectesiee ettt e e sr e s e e e nenrens 517
Contributions to certain convention facilities authorities prohibited................. 519
Yearly aUditS reqUITEd ... s 519
Authority to levy a 2% sales tax on food and beverages.........ccoceovvvvevvecnene. 520
Convention facilitieS aUtNONTIES ..o 521
Yearly aUditS reqUITEd ........ccveeeereeerere e en 521
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Pollution control and other special -purpose tax-exempt facilities...........ccoeveneee 522
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Changesin general adminiStratioN..........cccceoeerrieeeneneren s sesees 522

Eliminate exclusion from franchise tax base..........ccoeeivnnreccennneccccnres 523
APPHICALTION FEE ... 523
Partial EXEMPLION .......cecieeeee e nnens 524
REVAIUALION ...ttt 524
Effective date of eXemMPLioN.........ccoovveereereereere e 525
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Tax Commissioner's authority to apply income tax refunds toward the

payment of unpaid workers compensation premiums or unemployment
compensation contributions or paymentsin lieu of contributions..............cccc........ 532
Department of Taxation Enforcement Fund--for property or cash forfeited

under the Corrupt Activity Forfeiture Law, Felony Drug Abuse Offense

Forfeiture Law, or Contraband Forfeiture Law or under federal law.................... 532
Corrupt ActiVvity FOrfEItUre LaW .......ccoeeeeeeeece e 533
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DEPARTMENT OF TRANSPORTATION

Audits of force accounts and penalties for violations...........cccccveeerrenrcccneenenen. 541
Sale of advertising at roadSide reSt @reaS.........covvevreeerererereerese e es 543
General aviation lICENSE LAX ......cccceiieieciii et 544

OHIO VETERANS HOME AGENCY
Pharmaceutical and sUpply PUIChESES ........ccccvveirereiercesesees e 544

BUREAU OF WORKERS COMPENSATION
Fund transfers for payment of workers' compensation payments...........cccceeeenes 545

DEPARTMENT OF YOUTH SERVICES

Community correCtionNSfaCiliti€S......cveeveererceree e 547
BaCKGIrOUN.........oeeiee et e 547
Operation Of thE ACL.........cccov e en 548
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Federal juvenile justice programs fUNS...........coeeeinrnreienennse e 548

RECLAIM FOMMUIAL ...t 549
Operation of the act--RECLAIM formula..........ccccceevvreenennnneeenesseeeneens 549
Operation of the act--RECLAIM advisory COmMMIttee.........cccoovveevreeererenereenenes 551
Operation of the act--DY S felony care and custody program.........c.c.ccceeeeerenene 552
Operation of the act--contingenCy Program...........ccceeeeereerereeereseeseseseresesessesees 553

DY Sreports to Governor and the legiSlature...........ccovveeennrneieseneresiseeesesenienas 553
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Operation Of thE ACL..........ccecvveieeerrer e 554

IMISCEITANEOUS ...ttt ettt 555

TechniCal ChaNQES ..o 555

LOCAL GOVERNMENT

Powers of aregional transit aUthOrity .........ccccccveirrerereiess e 559

County competitive bidding reqUuIiremMents..........ccoeveerreiereensesese s 559

Profitsfrom local correctional facility COmMmISSaries.........ccocoeevveererecesiceseennenns 560
Local correctional faCilitieS.........ccceiievecceieceeeeesee e 560
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Medical treatMENT ..........ccoieeeececee e e 561

INncreased Sheriff'STEES.. ... 562
Service and return of writsand ordersfees........cooovvveevrienrenseces e 562
OFNEE TEES.....e bbbt 564
IMISCEIHIANEOUS ...ttt ettt nesreneas 565

Boards of alcohol, drug addiction, and mental health servicesin

counties With separate DOAIdS ... s 565

Board of township trustees of limited home rule townships.........cccoeeeereiereenienens 566

Increasein township clerk Salaries..........o e 566

Conversion of township park district to township park land...........ccccccevvvrvcernenene. 566

Increase from $15,000 to $25,000 in the competitive bidding threshold

for certain political SUDAIVISIONS .......cccceieeeiereereere e 567

Increase from $10,000 to $25,000 in the competitive bidding threshold

for certain political SUDAIVISIONS .......cccociveiicrce e 567

AQrICUITUral SOCTELIES.......cueereeieeeieerie et 568
USE Of CIedit CAIdS.......c.cieererieeirerie et 568
Agreementsto obtain loansand Credit ..........ccoeerreinnennenre e 568
Purchase or [ease Of real ESLaLe. ..o 569

Offense of misconduct involving a public transportation system............ccccceveee. 569

Pre-trial divVerSion PrograimsS ........ccocecerieereseeseeereseeseesesessesessssessssesessssessesessssenssses 569

Metropolitan housSiNg aUtNOFTIES.........cooiireerreee e 570
Change in appointment method in specified CoUuNties........c.ccovvveevreiereresereenene 570
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RESIAENE MEIMDEIS ...ttt e e e et e e e e e e eeeeeeeeeeeeeeseneeeeerenesnnees 570

Restricting the use of a street or highway laneto buses only.........cccccceveevreeeenes 571
Purchase orders by political subdivisions or taxing units............cccceeeeevciereceeenes 571
Additional veterans service COmmission appPoiNtMENES .........cccveevreerererrereereneens 572
OVEIVIBW.....cotteiiiiie ettt ettt ettt et e bttt es 572
Additional membershipsin certain COUNLIES..........cceovreerererereerereeeneseseseeeseneens 572
County drainage facilities rates and Charges.........cooveerrrneerensneieesess e 573
Regiona water and sewer diStriCt CONLraCtS.........coeveeveeerererereesseses e 573
MISCELLANEOUS
Multiple-state prescription drug purchasing program ...........cccceeeeeererereseeresesenenees 575
Facilities Closure COMMISSIONS .......cccourruireriererereererieeseeesesseseseeesessesesssessesesessenesses 576
Procedure for closing a state institutional facility for the purpose
of expenditure reductions or BUAQEL CULS............correiinnrceer e 576
Composition and duties of Facilities Closure Commissions...........cccceeveeevenene. 577
Privately operated and managed correctional facilities........c.cccoeevvevereceennee. 579
FN oo 10! o 1 12 579
Monitoring of home care services provided to dependent adults..............c..c........ 579
Retail installment CONtract Charges.........covovveeevieirereereeses e 581
State enforcement of StAtULOIY lHEN ......cvoeeeieecee s 581
Judgment liensin favor Of the State ..........ccceeveeeveeccecce e 581
Governmental Television/Telecommunications Operating Fund..............cccc....... 582
Conditional employment in long-term care facility ........ccccoeovveeevccesccescccesene 582
Railroad crossing traffiC [aWS ..o 583
Task Force to Eliminate Health Services Duplication............ccccoeevveererecesieerenne 584
AT 0] 07 £ 0 1 OSSR 584
DIULIES. ...ttt ettt bbbttt 584
Optimize use of food grown at state correctional institutions and
Department of Y outh Services faCilities.......covrvveecevciesesecesees e 585

DEPARTMENT OF ADMINISTRATIVE SERVICES
Codifies the Vehicle Liability Fund.

Requires the Director of Administrative Services, through the Office of
Risk Management, to operate the Vehicle Liability Fund on an actuarialy
sound basis, including maintaining reserves necessary and adequate to
cover potential liability claims, expenses, fees, or damages.

Requires contributions from state agencies and state bodies for the
purpose of purchasing liability insurance or administering self -insurance
programs to be deposited to the credit of the Vehicle Liability Fund.
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Eliminates a provision of law that required reimbursements by state
agencies to the Department of Administrative Services for contracts of
Insurance to be deposited to the credit of the General Services Fund or
the Information Technology Fund.

Creates a new fleet management program that gives the Department
exclusive authority over the acquisition and management of certain motor
vehicles used by state agencies, but alows the Department to delegate
this authority under certain circumstances.

Grants the Department authority to direct and approve al funds that are
expended for the purchase, lease, repair, maintenance, registration,
insuring, and other costs related to the possession and operation of motor
vehicles for the use of state agencies.

Requires, for the provision of a motor vehicle to any employee of a state
agency for business use, that the employee drive a certain number of
business miles per year and be approved by the Department.

Establishes the Vehicle Management Commission within the Department
to recommend to the Depatment and the General Assembly
modifications to the Department's procedures and functions under the
new fleet management program.

Gives the Department powers and duties that implement the Management
Improvement Commission's recommendations concerning facilities
planning and space utilization by state agencies.

Eliminates the State Forms Management Control Center in the
Department and its administrator, but retains the Department's
responsibility to control and supervise a revised state forms management
program.

Repeals the Form Burden Law that is no longer operative.

Removes the Office of State Records Administration and a designated
administrator from the Department, but retains Department responsibility
for a state records program.

Removes severa duties of the state records program including the duty to
make continuing surveys of record-keeping operations and recommend
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improvements, and the duty to establish and operate state records centers
and auxiliary facilities as authorized by appropriation and provide related
necessary Services.

Eliminates outdated E-1 and E-2 schedules of rates for salaries and wages
paid to certain public employees exempt from the Collective Bargaining
Law, and creates new E-1 and E-2 schedules for their pay periods
beginning July 1, 2005.

Creates a moratorium on step advancements for certain public employees
exempt from the Collective Bargaining Law and certain state board and
commission employees from June 29, 2003, through June 25, 2005.

Creates a moratorium on the receipt of credit for service with the state
government or any political subdivision for purposes of longevity pay
adjustments for certain public employees exempt from the Collective
Bargaining Law and certain state board and commission employees for
the period from July 1, 2003, through June 30, 2005.

Creates a one-time 2% pay supplement to be paid in the first paycheck in
December 2004 to certain permanent public employees exempt from the
Collective Bargaining Law.

Eliminates an obsolete reference to a non-existent pay range for State
Fire Commission members.

Would have alowed state agencies to purchase services that cost more
than $50,000 or supplies that cost more than $25,000 directly from the
lowest of at least three solicited bidders or offerors rather than from or
through the Department of Administrative Services (VETOED).

Would have required a state agency, when soliciting those bids or
proposals, to comply with competitive selection requirements
(VETOED).

Requires the Director to inquire into entering into multistate purchasing
contracts and to report to the General Assembly the Director's findings
and recommendations not later than December 31, 2003.

Requires the Department, when exercising its statutorily granted powers,
to actively promote and accelerate the use of electronic procurement by
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implementing the relevant recommendations concerning e-procurement
from the 2000 Management Improvement Commission Report to the
Governor.

Suspends the authority of the Director to collect commissions or feesin
connection with certain lease agreements during the period beginning
July 1, 2003, and ending June 30, 2005.

Changes the definition of "qudlifications," for purposes of the
Professional Design Services Law, to include as a catch-all "any other
relevant factors as determined by the public authority."

Prohibits public authorities, except state agencies under certain
circumstances, planning to contract with a professional design firm for
professional design services under the Professional Design Services Law
from seeking any form of fee estimate, fee proposal, or other estimate or
measure of compensation before selecting and ranking firms.

Requires the Director to adopt rules to create and implement the
Encouraging Diversity, Growth, and Equity (EDGE) Program which isto
certify disadvantaged businesses as EDGE business enterprises that then
may apply for contract, financial and bonding, and management and
technical assistance to, as well as for mentoring opportunities with, the
Department of Development.

Requires the Director of Development to perform certain duties to assist
the Director of Administrative Services in the implementation of the
EDGE Program and requires both directors to issue a detailed report to
the Governor no later than December 31, 2003, regarding the
implementation and progress of the EDGE Program.

Authorizes the Director of Development to guarantee bonds executed by
sureties for minority businesses and EDGE business enterprises as
principals on contracts with the state, any politica subdivison or
instrumentality, or any person as the obligee, and establishes parameters
for those guaranty bonds.
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Vehicle Liability Fund

(R.C. 9.83 and 125.15)

Former law required al state agencies that had to secure contracts of
insurance from the Department of Administrative Services (DAS) to reimburse
DAS upon its request for the contracts, including a reasonable sum to cover DAS
administrative costs. The money so paid had to be deposited into the state treasury
to the credit of the General Services Fund or the Information Technology Fund, as

appropriate.

The act eliminates the requirement that moneys paid for contracts of
insurance be deposited into the state treasury to the credit of those funds and
establishes, in permanent law, the Vehicle Liability (VL) Fund in the state
treasury. The VL Fund, which formerly was established by administrative rule,
must be used to provide insurance and self-insurance for the state. Money in the
VL Fund also may be applied to the payment of liability claims (i.e., liability for
injury, death, or loss to person or property arising from the operation of an
automobile, truck, motor vehicle with auxiliary equipment, etc.) that are filed
against the state in the Court of Claims and determined in the manner provided in
the law governing that court. The Director of Administrative Services, through the
Office of Risk Management, is required to operate the VL Fund on an actuarially
sound basis.

The Director is required to collect from each state agency or participating
state body its contribution to the VL Fund for the purpose of purchasing insurance
or administering self-insurance programs. The Director must determine the
amount of the contribution, with the approval of the Director of Budget and
Management, based on actuarial assumptions and the relative risk and loss
experience of each state agency or participating state body. The amount of the
contribution also must include a reasonable sum to cover DAS administrative
costs. In addition to these contributions, which must be deposited into the VL
Fund, al investment earnings of the VL Fund must be credited to it.

Reserves must be maintained in the VL Fund in an amount that is necessary
and adequate, in the exercise of sound and prudent actuarial judgment, to cover
potential liability claims, expenses, fees, or damages. The Director may procure
the services of a qualified actuaria firm for the purpose of recommending the
specific amount of money that is required to maintain adequate reserves in the VL
Fund for a specified period of time.
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Ohio fleet management

(R.C. 125.831, 125.832, and 125.833)

Former law

Former law required the Director of Administrative Services to establish
and operate a fleet management program for purposes including cost-effective
acquisition, maintenance, management, and disposal of all vehicles owned or
leased by the state.  This program covered state departments, agencies,
institutions, commissions, and boards other than state-supported institutions of
higher education, the General Assembly, legislative agencies, the courts, and
judicial agencies. Under the program, the Director was allowed to establish a fleet
reporting system and to require the covered state departments, agencies,
institutions, commissions, and boards to submit information concerning state
vehicles. Additionally, the purchase or lease of a vehicle by those state entities
apparently required the submission of a request to and the prior approval of the
Director. (Former R.C. 125.831--repeded by the act.)

The former Fleet Management Program Law also entitled each of the
following to receive a vehicle allowance to secure or lease transportation for that
person's use in the scope of the person's employment or official duties (former
R.C. 125.831):

The Director of Budget and Management;
The Director of Commerce;

The Director of Transportation;

The Director of Agriculture;

The Director of Job and Family Services,
The Director of Public Safety;

The Superintendent of Insurance;

The Director of Development;

The Tax Commissioner;

The Director of Administrative Services;

The Director of Natural Resources;
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The Director of Mental Health;

The Director of Mental Retardation and Developmental
Disabilities;

The Director of Health;

The Director of Youth Services;

The Director of Rehabilitation and Correction;
The Director of Environmental Protection;
The Director of Aging;

The Director of Alcohol and Drug Addiction Services;
The Administrator of Workers' Compensation;
The Adjutant General;

The Chancellor of the Ohio Board of Regents;
The Chairperson of the Industrial Commission;
The Director of the State L ottery Commission;
The Superintendent of Public Instruction; and

The Chairperson of the Public Utilities Commission of Ohio.

Changes made by the act

Overview. The act eliminates the law discussed above and replaces it with
a new Fleet Management Program (FMP) Law. Under the new law, the Director
of Administrative Services must implement to the greatest extent possible the
recommendations of the 2002 report entitled "Administrative Analysis of the Ohio
Fleet Management Program.” Additionally, the Director must attempt to reduce
the number of passenger vehicles used by state agencies during the fiscal years
ending on June 30, 2004, and June 30, 2005.

To accomplish these ends, the act grants DAS exclusive authority over the
acquisition and management of al motor vehicles used by state agencies (see
detail below). "Motor vehicle," as used in the new FMP Law, generally includes
any automobile, car, minivan, passenger van, sporty utility vehicle, or pickup truck
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with a gross vehicle weight of under 12,000 pounds; but, DAS authority under the
new law does not extend to any such vehicle that is used by a law enforcement
officer and law enforcement agency or any such vehicle equipped with specialized
equipment (see below) that is not normally found in such avehicle and that is used
to carry out a state agency's specific and specialized duties and responsibilities.
"Specialized equipment” must be equipment other than standard mobile radios
with no capabilities other than voice communication, exterior and interior lights,
or roof-mounted caution lights. Finally, "state agency,” as used in the new FMP
Law, means every organized body, office, or agency established by the laws of
Ohio for the exercise of a function of state government, other than a state-
supported institution of higher education, the office of the Governor, Lieutenant
Governor, Auditor of State, Treasurer of State, Secretary of State, or Attorney
General, the General Assembly or any legislative agency, or the courts or any
judicial agency.

In carrying out its exclusive authority mentioned above, DAS must do both
of the following:

Approve the purchase or lease of each motor vehicle for use by a
state agency, including deciding if a motor vehicleis to be leased or
purchased for that use. To this end, the act requires the prior
approval of the Director of Administrative Services of all state
agency purchases or leases of motor vehicles.

Direct and approve al funds that are expended for the purchase,
lease, repair, maintenance, registration, insuring, and other costs
related to the possession and operation of motor vehicles for the use
of state agencies.

Specific duties of the Director under the new FMP Law. Under the act,
the Director of Administrative Services must establish a new Fleet Management
Program and operate it for purposes including, but not limited to, cost-effective
acquisition, maintenance, management, anaysis, and disposal of al motor
vehicles owned or leased by the state. In that operation, the Director must do each
of thefollowing:

Establish policies and procedures for the Program relative to motor
vehicle assignments, additions of motor vehicles to fleets or motor
vehicle replacements, motor vehicle fueling, and motor vehicle
repairs. Other policies and procedures also could be established. All
state agencies must comply with these policies and procedures.
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Adopt rules for implementing the Program that are consistent with
recognized best practices;*

Adopt rules that prohibit, except in very limited circumstances, the
exclusive assignment of state-owned, leased, or pooled motor
vehicles to state employees. On arelated note, the act provides that,
as of the effective date of the new FMP Law, no such motor vehicle
may be personally assigned as any form of compensation or benefit
of state employment, and no such motor vehicle can be assigned to
an employee solely for commuting to and from home and work.

Determine how motor vehicles will be maintained, insured, operated,
financed, and licensed,

Pursuant to a specific formula in the act, annually establish the
minimum number of business miles per year a state agency
employee must drive in order to qualify for DAS approval of a
motor vehicle for that employee for business use;

Establish and maintain a fleet reporting system. As part of the
system, the Director must require state agencies to submit to DAS
information relative to state motor vehicles, and the agencies must
provide DAS with fleet data and information, including, but not
limited to, mileage and costs. All information is to be submitted in
the formats and in the manner DAS determines.

Fleet plans. The act requires state agencies that use state motor vehicles or
that pay mileage reimbursements to employees to provide a fleet plan to DAS, as
it directs?

Fees and reimbursement of costs. The new Fleet Management Program is
to be supported by reasonable fees DAS charges for the services it provides. The
Director of Administrative Services must collect these fees and deposit them into
the state treasury to the credit of the Fleet Management Fund, which exists under
continuing law.

The act clarifies that neither the setting nor the collection of these fees is
subject to any restriction imposed by law upon the Director's or DAS' authority to

! The act does not indicate what constitutes "recognized best practices.”

2 The act neither defines the term "fleet plan” nor indicates what it encompasses.
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set or collect fees. And, the act also correspondingly requires each state agency to
reimburse DAS for all costs incurred in the assignment of motor vehicles to the
state agency.

Delegation of fleet management responsibilities.  Under the act,
notwithstanding its statutorily prescribed management responsibilities for the new
Fleet Management Program, DAS may delegate any or all of those responsibilities
to a state agency if it demonstrates to the satisfaction of DAS both of the
following:

Capabilities to institute and manage afleet management program,
including, but not limited to, the presence of a certified fleet
manager. The act separately requires a state agency to have a
certified fleet manager as a condition of DAS delegating its fleet
management responsibilities to the agency. And, DAS must create
and maintain a certified fleet manager program.

Fleet management performance, as demonstrated by (1) fleet data
and other information submitted to DAS by the agency pursuant to
annual reporting requirements and (2) any other criteria DAS
considers necessary in evaluating the performance.

Even if DAS delegates its fleet management responsibilities to a state
agency, it has the authority to determine that the agency is not complying with the
new FMP Law and to direct that the agency's fleet management responsibilities be
transferred to DAS.

Transfer of state agency fleet management to DAS. The act requires state
agency fleets that have 100 or fewer vehicles on July 1, 2004, to be managed by
the new Fleet Management Program on a time schedule DAS determines. State
agency fleets that have more than 100 but less than 500 vehicles on July 1, 2005,
also must be managed by the Program on a time schedule DAS determines.
However, these requirements do not apply if DAS has delegated its fleet
management authority to the state agency in question as described above.

Disposition of motor vehicles. As previously noted, one of the act's genera
requirements is that DAS attempt to reduce the number of passenger vehicles used
by state agencies during the fiscal years ending on June 30, 2004, and June 30,
2005. It relatedly provides that the proceeds derived from the disposition of these
motor vehicles must be paid to whichever of the following applies:

The fund that originally provided moneys for the purchase or lease
of the motor vehicles,
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If the motor vehicles were originaly purchased with moneys
received from the General Revenue Fund, the state treasury for
credit to the Fleet Management Fund.

DAS reporting requirement. The Department must annually prepare and,
by no later than January 31, submit a statewide fleet report to the Governor, the
Speaker of the House of Representatives, and the President of the Senate. The
report may include, but is not limited to, the numbers and types of motor vehicles;
the motor vehicles mileage, miles per galon, and cost per mile; mileage
reimbursements; accident and insurance data; and, for those state agencies to
which DAS has delegated its fleet management responsibilities, information
regarding their compliance with applicable fleet management requirements.

Vehicle Management Commission. Finally, the act establishes the Vehicle
Management Commission within DAS. The Commission consists of the Director
of Administrative Services, two members of the House of Representatives who
must be appointed by the Speaker of the House, two members of the Senate who
must be appointed by the President of the Senate, and four persons with
experience in the vehicle leasing, purchasing, and maintenance industry in Ohio
who must be appointed by the Governor and serve at the Governor's pleasure. The
Governor also must appoint the Commission's chairperson.

Initial appointments of members to the Commission must be made by
September 1, 2003. Thereafter, appointments of legislative members of the
Commission must be made within 15 days after the commencement of the first
regular session of the General Assembly. Vacancies on the Commission are to be
filled for the unexpired term in the same manner as an original appointment.

The Commission must periodically review DAS implementation of the
new Fleet Management Program. Additionally, the Commission may recommend
to DAS and the General Assembly modifications to DAS procedures and
functions and other statutory changes.

Dutiesrelating to space allocation

(R.C. 123.01)

The act gives DAS powers and duties that implement the Management
Improvement Commission's recommendations concerning facilities planning and
space utilization by state agencies. Specifically, DAS must do each of the
following:

(1) Conduct biennially, by state agency location, a census of agency
employees assigned space;
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(2) Require each state agency to categorize periodically the different uses
of its space by office space, common areas, storage space, and other ses and
report itsfindingsto DAS;

(3) Create and update periodically a master space utilization plan,
incorporating space utilization metrics, for all space allotted to state agencies,

(4) Conduct periodically a cost-benefit analysis to determine the
effectiveness of state-owned buildings,

(5) Assess periodically the alternatives associated with consolidating the
commercial leases for buildings located in Columbus; and

(6) Commission a comprehensive space utilization and capacity study to
determine the feasibility of consolidating existing commercialy leased state
agency space into a new state-owned facility.

State forms management

(R.C. 125.92, 125.93, 125.95, 125.96, and 125.98)

Former law established in DAS a State Forms Management Control Center
under the control and supervision of the Director of Administrative Services, who
had to appoint an administrator of the Center. The Center was required to
develop, implement, and maintain a statewide forms management program that
involved al state agencies and was designed to simplify, consolidate, or eliminate,
when expedient, forms, surveys, and other documents used by the agencies.

The act eliminates the Center in DAS as well as the position of its
administrator. But, DAS dtill must establish and administer a state forms
management program under the control and supervision of the Director of
Administrative Services or the Director's designee. The program must be
developed, implemented, and maintained for all state agencies and be designed to
simplify, consolidate, or eliminate, when expedient, forms, surveys, and other
documents used by them.

Under former law, the Center was required, among its other duties, to
conduct an annual evaluation of the effectiveness of the forms management
program and the forms management practices of individual state agencies. The
results of an evaluation had to be reported to the Speaker of the House of
Representatives and the President of the Senate by January 15 of each year. The
act eliminates from the duties of the continuing DAS state forms management
program this annual evaluation requirement as well as the Center's duties (1) to
utilize existing functions within DAS to design economical forms and compose art
work, (2) to use appropriate procurement techniques to take advantage of
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competitive selection, consolidated orders, and contract procurement of forms, (3)
to establish and supervise control procedures to prevent the undue creation and
reproduction of state forms, and (4) to assist state agencies to compose art work
for forms.

Finally, the Center formerly was required to maintain a central cross-index
of state forms to facilitate standardization of the forms, eliminate redundant forms,
and provide a central source of information on forms usage and availability. The
act instead requires the state forms management program to maintain a central
formsrepository of all state formsfor those purposes.

Form Burden Law

(R.C. 125.91; repeal of R.C. 125.931, 125.932, 125.933, 125.934, and 125.935)

The act outright repeal sthe statutes pertaining to the Form Burden Law that
are no longer operative, as that law's requirements were only for fiscal years 1995
through 1999. That law had a requirement that each state agency submit in those
fiscal years aforms reduction summary to the Director of Administrative Services.

Office of State Records Administration

(R.C. 9.01, 101.82, 149.011, 149.33, 149.331, 149.332, 149.333, 149.34, and
149.35)

Under former law, DAS had full responsibility for establishing and
administering a state records program for all state agencies, except for state-
supported institutions of higher education. This responsibility was fulfilled by
DAS' Office of State Records Administration which was under the control and
supervision of the Director of Administraive Services or the Director's appointed
deputy. The office had an administrator designated by the Director.

The former state record administration program had a number of statutory
duties, including, but not limited to, the duty to work with the state achivist in
establishing effective management procedures for state records, the duty to make
surveys of record-keeping operations and recommend improvements in current
records management practices, the duty to establish and operate state records
centers and auxiliary facilities authorized by appropriation, the duty to review
applications for one-time records disposal and schedules of records retention and
destruction submitted by state agencies, the duty to establish and maintain a
records management traini ng program, and the duty to obtain reports from entities
necessary for the program's effective administration (R.C. 149.331 and 149.332).

The act eliminates the Office of State Records Administration in DAS as
well as the position of state records administrator. But, DAS will have the
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responsibility (replacing "full” responsibility under former law) for establishing
and administering a state records program (replacing former law's "state record
administration program") for al state agencies, except for state-supported
institutions of higher education, under the control and supervision of the Director
of Administrative Services or the Director's appointed deputy. The act aso
eliminates as duties of the state records program (1) the surveying of record
keeping operations, (2) the recommending of improvements in current records
management practices, (3) the establishment and operation of state records centers
and auxiliary facilities, and (4) the obtaining of reports from entities for the
program's effective administration; a new duty under the act is that program must
provide a basic consulting service for personnel involved in record-keeping (in
addition to its continuing duty to establish and maintain a records management
training program for those personnel). (R.C. 149.33 and 149.331.) Similarly, the
act removes the requirements for each state agency to cooperate in the surveys and
to transfer certain records to a state records center or auxiliary facility (R.C.
149.34). The act also replaces numerous statutory references to the state records
administrator with references to the state records program or the Director of
Administrative Services.

Finally, athough continuing law defines "records' to include any
document, device, or item, regardless of physical form or characteristic, that is
created or received by or comes under the jurisdiction of a public office and that
serves to document the organization, functions, policies, decisions, procedures,
operations, or other activities of the office, the act specifically includes in that
definition, as an example, electronic records as defined in the Uniform Electronic
Transactions Act.

Schedules of rates for certain public employees

(R.C. 124.15 and 124.152)
Overview

Continuing law provides that certain public employees are to be paid a
wage or salary that must be determined using one of four "schedules of rates’ set
forthin R.C. 124.15 and 124.152.

Managerial _and professional _employees. Under continuing law,
managerial and professional public employees who are permanent employees paid
directly by warrant of the Auditor of State, whose positions are included in the
state's job classification plan, and who are exempt from the Collective Bargaining
Law ("exempt employees") receive wages or salaries based upon the schedule of
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rates known as Schedule E-2.°  Additionally, manageria or professional
employees of state boards and commissions receive salaries based upon the
schedule of rates known as Schedule C. Under both the E2 and C schedules,
there are a certain rumber of different pay ranges to which an employee paid
under that schedule is assigned. Then, for each pay range, there is a specific
minimum and maximum hourly wage or annua salary that the employee may
receive.

Nonmanagerial and nonprofessional employees. Exempt employees who
are not managerial or professional employees paid under Schedule E2 receive
wages or salaries based upon the schedule of rates known as Schedule E-1.
Additionally, employees of state boards and commissions who are not managerid
or professional employees paid under Schedule C receive wages or salaries based
upon the schedule of rates known as Schedule B. Similar to the E-2 and C
schedules, the E-1 and B schedules contain a certain number of different pay
ranges to which an employee under that schedule is assigned. However, rather
than having a minimum and maximum hourly wage and annual salary for each pay
range as under the E-2 and C schedules, pay ranges under the E-1 and B schedules
contain a number of step values, one to which an employee is assigned, with each
step providing for a specifically set hourly wage or annual salary.

Adjustment of schedules of rates

Under former law, there were three different sets of E-1 and E-2 schedules:
one set for pay periods between July 1, 2000, and June 30, 2001, another set for
pay periods between July 1, 2001, and June 30, 2002, and still another set for pay
periods on and after July 1, 2002. The act eliminates the two outdated sets of E-1
and E-2 schedules mentioned above, retains the st of E-1 and E2 schedules for
pay periods on and after July 1, 2002, and enacts a new set of E1 and E-2
schedules that will apply to pay periods beginning July 1, 2005. This new set

3 Under R.C. 124.14(B) (not in the act), exempt employees, for purposes of R.C. 124.15
and RC. 124.152, do not include any of the following: elected officials, legislative
employees, employees of the Legidative Service Commission; employees in the
Governor's office; employees who are in the unclassified civil service and exempt from
collective bargaining coverage in the office of the (a) Secretary of State, (b) Auditor of
Sate, () Treasurer of Sate, or (d) Attorney General; employees of the Supreme Court;
employees of a county children services board that establishes its own compensation
rates, any position for which the authority to determine compensation is given by law to
an individual or entity other than DAS, and employees of the Bureau of Workers
Compensation whose compensation the Administrator of Workers Compensation
establishes.
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includes a 4% increase in the salaries and wages under the schedules. (R.C.
124.152(A) and (B).)

Step advancement moratorium

Background. As previously noted, each nonmanagerial or nonprofessional
exempt employee paid under Schedule E-1 and each nonmanagerial or
nonprofessional state board or commission employee paid under Schedule B is
assigned to a specific pay range and step value within that pay range. Under
generally continuing law, during the course of employment, each of these types of
employees is eligible for advancement to succeeding steps in his or her pay range.
These step advancements can occur in two ways. First, after a newly hired or
promoted employee completes the employee's probationary period, the employee
will receive an automatic step advancement to the next higher step. Second, every
12 months, employees generally become eligible to advance to the next higher
step. (R.C. 124.15(G).)

Operation of the act. The act declares a moratorium on the second type of
step advancements (i.e., annual advancements) from June 29, 2003, through June
25, 2005; the advancements will resume thereafter. During the moratorium,
employees who are hired or promoted and successfully serve a probationary
period continue to automatically advance to the next step in the employee's pay
range. But, such an employee is subject to the moratorium thereafter. (R.C.
124.15(G)(2)(a).)

The moratorium does not apply, however, to employees of the Secretary of
State, the Auditor of State, the Treasurer of State, or the Attorney General who are
paid under Schedule E1 or Schedule B, if the Secretary of State, the Auditor of
State, the Treasurer of State, or the Attorney General decides to exempt the
office's employees from the moratorium and notifies the Director of
Administrative Services in writing of this decision on or before July 1, 2003 (R.C.
124.15(G)(2)(b)).

Under the act, upon the resumption of the annua step advancements,
retroactive advancements cannot be granted to an employee for the period the
moratorium was in effect. And, the moratorium does not affect an employee's
performance evaluation schedule. (R.C. 124.15(G)(2)(a).)

IB Legislative Service Commission -38 Sub. H.B. 95



L ongevity pay adjustment moratorium

(R.C. 124.181(E)(1) and (3))

Backaground

Under continuing law, nonmanagerial or nonprofessional exempt
employees paid under Schedule E1 and nonmanagerial or nonprofessional state
board or commission employees paid under Schedule B receive longevity pay
adjustments. A first pay adjustment of 2.5% of the employee's classification
salary base is received after the employee completes five years of total service
with the state government or any of its political subdivisions. Thereafter, each
employee receives an annual pay adjustment of 1.5% of the employee's
classification salary base until a maximum of 10% of the employee's classification
salary baseis reached.

Operation of the act

The act declares a moratorium on employees receipt of credit for service
for purposes of longevity pay adjustments for the period from July 1, 2003,
through June 30, 2005. The moratorium does not apply, however, to employees of
the Secretary of State, the Auditor of State, the Treasurer of State, or the Attorney
General who are paid under Schedule E-1 or Schedule B if the Secretary of State,
the Auditor of State, the Treasurer of State, or the Attorney General decides to
exempt the office's employees from the moratorium and notifies the Director of
Administrative Services in writing of this decision on or before July 1, 2003.
(R.C. 124.181(E)(3).)

If an employee who is exempt from the moratorium and receives longevity
adjustment credit for a period of service during the moratorium, takes a position
with another entity of state government or a political subdivision of the state,
either during or after the moratorium, and if that entity's employees either are or
were subject to the moratorium, the employee will continue to retain the credit that
was earned. But, if the moratorium isin effect when the employee takes the new
position, the employee will stop receiving additional longevity adjustment credit
so long as the employee is in that position, until the moratorium expires. (R.C.
124.181(E)(3).)
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Two per cent pay supplement

(R.C. 124.183 and 124.181(B) and (C) and 3121.01(D))

In general

The act creates a one-time 2% pay supplement that will be paid in the first
paycheck in December 2004 to each permanent employee who (1) is an exempt
employee, (2) was appointed on or before March 6, 2003, and (3) is on the active
payroll as of November 14, 2004.* The pay supplement for nonmanagerial and
nonprofessional exempt employees paid under Schedule E-1 will be based on the
annualization of the top step in the pay range that the employee is in as of
November 14, 2004. The pay supplement for managerial and professional exempt
employees paid under Schedule E2 will be based on the annualization of the
maximum hourly rate of the pay range that the employee is in on November 14,
2004. Finaly, the pay supplement for any other exempt employee not paid under
Schedule E-1 or Schedule E-2 will be based on the annualization of the base rate
of the employee's pay onNovember 14, 2004. (R.C. 124.183(B), (C), and (E).)

Qualifications

Employees of the Genera Assembly, legislative agencies, the Supreme
Court, and state boards or commissions are not eligible for the 2% pay
supplement. Additionally, employees of the Secretary of State, and the Auditor of
State, the Treasurer of State, and the Attorney General are not eligible for the pay
supplement unless the Secretary of State, Auditor of State, Treasurer of State, or
Attorney General decides the office's employees should be eligible and notifies the
Director of Administrative Services in writing of this decision on or before July 1,
2004. (R.C. 124.183(G).)

Proration

A part-time employee who is €eligible to receive the 2% pay supplement
will have the employee's supplement pro-rated based on the number of hours
worked in the 26 pay periods before November 14, 2004. An employee who is
eligible to receive the supplement and who was on a voluntary leave of absence
also will have the employee's supplement pro-rated based on the number of hours
worked in the 26 pay periods before November 14, 2004. (R.C. 124.183(D).)

4 R.C. 124.183(A) defines "active payroll" as meaning when an employee is actively
working; on military, workers compensation, occupational injury, or disability leave; or
on an approved leave of absence.
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Retirement system caveat

The 2% pay supplement is not subject to withholding for deposit into any
state retirement system and is not to be used for calculation purposes in
determining an employee's retirement benefits (R.C. 124.183(F)).

Child support law caveat

Unless the 2% pay supplement is $150 or more, it is not to be considered
"income" (in the form of a lump sum payment) for purposes of the Collection and
Disbursement of Child Support Law (R.C. Chapter 3121.).

Salaries of State Fire Commission members

(R.C. 124.15(J) and 3737.81(C))

The act eliminates an obsolete reference to pay range 32 (S)(D) that once
was used to fix the salary of members of the State Fire Commission but no longer
is contained in the Department of Administrative Services Law. The act retains an
authorization for the Director of Administrative Services to establish the members
rate of payment.

Purchases by state agencies

(R.C. 125.05, 125.06, 125.07, and 5513.01)

Continuing law

Continuing law allows state agencies to purchase services that cost $50,000
or less and supplies that cost $25,000 or less (both amounts as adjusted by the
Consumer Price Index) directly from the supplier or through DAS, whichever the
state agency determines. For services and supplies whose cost is above these
dollar amounts, state agencies generally must make the purchase from or through
DAS. DAS, in turn must make the purchase pursuant to competitive selection
requirements. These requirements include, but are not limited to, advertisement of
the intended purchases and notice of the time and place where bids or proposals
will be accepted and opened.

If, in the latter circumstance the Director of DAS determines that it is not
possible or not advantageous to the state for DAS to make the purchase, DAS
must grant an agency a "release and permit" which alows the agency to directly
purchase the supplies or services.
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Changes made by the act

(R.C. 125.05, 125.06, 125.07, and 5513.01)

The act retains the provisions described in the immediately preceding
paragraph. The Governor vetoed provisions, however, that would have granted
state agencies another purchasing option. Specifically, state agencies desiring to
purchase services that would have cost more than $50,000 or supplies that would
have cost more than $25,000 (both as adjusted by the Consumer Price Index)
could have solicited at |east three bids or proposals for the services or supplies and
made the purchase directly from the lowest bidder or offeror rather than from or
through DAS. This exception would have applied, however, only if the state
agency, based upon these solicited bids or proposals, determined that it was
possible to purchase the services or supplies drectly from one of the bidders or
offerors at a lower price than making the purchase from or through DAS. In
soliciting these bids or proposals, the agency would have had to comply with the
same competitive selection requirements mentioned in the immediately preceding
paragraph with which DAS must comply. Findly, if the state agency did so
directly purchase services or supplies, it would have had to provide DAS with
written notification of the subject and amount of the purchase.

Multistate purchasing contracts

(Section 175)

The Department of Administrative Services is authorized to purchase
supplies and services for the use of state agencies. Under continuing law, state
agencies generally must purchase supplies costing more than $25,000 or services
costing more than $50,000 (as these amounts are adjusted by changes in the
Consumer Price Index) from or through DAS. For purchases of an equal or lesser
amount, state agencies have the option under continuing law of making the
purchase directly.

The act requires the Director of Administrative Services to inquire into
entering into multistate purchasing contracts when purchasing supplies and
services for the use of state agencies. By not later than December 31, 2003, the
Director must issue a report to the General Assembly that details the Director's
findings. The report must include recommendations on any legislation necessary
to authorize multistate purchasing contracts.
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Electronic procurement

(R.C. 125.073)

Under continuing law, whenever the Director of Administrative Services
determines that the use of a reverse auction is advantageous to the state, the
Director, in accordance with rules the Director must adopt, may purchase services
or supplies by reverse auction.® The act requires DAS, when exercising its
statutorily granted powers, to actively promote and accelerate the use of electronic
procurement (e-procurement), including reverse auctions, by implementing the
relevant recommendations concerning e-procurement from the 2000 Management
Improvement Commission Report to the Governor.® It aso requires DAS
beginning July 1, 2004, to report annually to the House of Representatives and
Senate committees dealing with finance on the effectiveness of e-procurement.

Suspension of rental property commissions and fees

(Section 8.22)

Continuing law authorizes the Director of Administrative Services to fix
and collect commissions and fees arising from the rental of property (R.C. 123.10,
not in the act). The act prohibits the imposition of commission and fees during the
period beginning July 1, 2003, and ending June 30, 2005 in connection with leases
entered into by the Department that are in effect on the act's effective date, leases
for which negotiations have commenced as of July 1, 2003, or leases for which no
information pertaining to the imposition of commissions and fees was given prior
to negotiations.

Professional design services contracts

(R.C. 153.65)

Under the current Professional Design Services (PDS) Law, a public
authority that may contract for those services includes the state, a county,
township, municipal corporation, school district, or other political subdivision, or
any public agency, authority, board, commission, instrumentality, or special
district of the latter. The PDS Law also provides that the qualifications that a

> R.C. 125.072(A)(2) defines "reverse auction” as a purchasing processin which offerors
submit bids in competing to sell services or supplies in an open environment via the
Internet.

® The act does not define the term "electronic procurement.”
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professional design firm must satisfy for contracting purposes include competence
to perform the required professional design services as indicated by the technical
training, education, and experience of its personnel, the ability of the firm in terms
of its workload and the availability of qualified personnel, equipment, and
facilities to perform those services competently and expeditiously, the past
performance of the firm, and other similar factors. The act replaces the catch-dl
with "any other relevant factors as determined by the public authority."

Professional design firms for public improvements

(R.C. 153.691)

Continuing law

(R.C. 153.65 and R.C. 153.66 to 153.69 (not in the act))

Continuing law requires the state, any county, township, municipal
corporation, school district, or other political subdivision, or any public agency,
authority, board, commission, instrumentality, or special district of any of these
(referred to as "public authorities') that is planning to contract for services within
the scope of practice of an architect or landscape architect or a professional
engineer or surveyor (referred to as "professional design services') to encourage
professional design firms to submit a statement of qualifications to the public
authority, which the public authority will keep on file. The public authority
relatedly may institute prequalification requirements for professional design firms
seeking to provide services to the public authority. Submitted statements of
gualifications to the public authority as part of the requirements serve to create
prequalified firms and to facilitate the creation of alist of prequalified firms.

When the public authority finally decides to contract for a specific design
project, it must publicly announce the contracts available in order to receive
statements of qualification from professional design firms for that specific project.
Following the announcement, the public authority must evaluate the statements of
gualifications of prequalified firms on file together with those that are submitted
by other professional design firms for that specific project. The public authority
then generally must select and rank at least three design firms it considers most
qgualified for the project. Finally, a contract must be attempted to be negotiated
with the design firm ranked most qualified.

Changes made by the act

(R.C. 153.691)

The act generally prohibits public authorities planning to contract for
professional design services from requiring any form of fee estimate, fee proposal,
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or other estimate or measure of compensation prior to the public authority's
selecting and ranking of professional design firms. However, this prohibition does
not apply in instances when design firms are selected and ranked by a state agency
from alist of prequalified firms on file and the state agency's payment of funds for
the services has been preapproved by the Controlling Board.

Encouraging Diversity, Growth, and Equity Program

(R.C. 122.041, 122.87, 122.88, 122.90, and 123.152)

Creation and implementation

The act requires the Director of Administrative Services to adopt rules in
accordance with the Administrative Procedure Act to create and administer the
Encouraging Diversity, Growth, and Equity (EDGE) Program. The rules must do
al of thefollowing:

(1) Establish procedures by which a business may apply for certification as
an EDGE business enterprise;

(2) Establish agency procurement goals for contracting with EDGE
business enterprises in the award of state contracts based on the availability of
eligible program participants by region or geographic area, and by standard
industrial code. Goals are required to be based on a percentage level of
participation and a percentage of contactor availability and must be applied at the
contract level, relative to an overall dollar goa for each state agency, in
accordance with the following certification categories: construction, architecture,
and engineering; professional services, goods and services; and information
technology services.

(3) Establish a system of certifying EDGE business enterprises based on a
requirement that the business show both social and economic disadvantage based
on the following:

Relative wealth of the business seeking certification as well as the
personal wealth of its owner(s);

Social disadvantage based on either (i) a rebuttable presumption
when the owner(s) demonstrate membership in a racial minority
group or show persona disadvantage due to color, ethnic origin,
gender, physical disability, long-term residence in an environment
isolated from the mainstream of American society, or location in an
area of high unemployment, (ii) some other demonstration of
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personal disadvantage not common to other small businesses, or (iii)
business location in a qualified census tract;

Economic disadvantage based on economic and business size
thresholds and eligibility criteria designed to stimulate economic
development through contract awards to businesses located in
gualified census tracts.

(4) Establish standards to determine when an EDGE business enterprise no
longer qualifies for EDGE business enterprise certification;

(5) Develop aprocess for evaluating and adjusting goals established for the
EDGE Program to determine what adjustments are necessary to achieve
participation goals established by the Director;

(6) Establish a point system to evaluate bid proposals to encourage EDGE
business enterprises to participate in the procurement of professional design and
information technology services;

(7) Establish a system to track data and analyze each certification category;

(8) Establish a process to mediate complaints and to review EDGE
business enterprise certification appeals;

(9) Implement an outreach program to educate potential participants about
the EDGE Program;

(10) Establish a system to assist state agencies in identifying and using
EDGE business enterprisesin their contracting processes;

(12) Implement a system of self-reporting by EDGE business enterprises
as well as an on-site inspection process to \validate the qualifications of an EDGE
business enterprise;

(12) Establish a waiver mechanism to waive program goals or participation
requirements for those companies that, despite their best-documented efforts, are
unable to contract with EDGE business enterprises; and

(13) Establish a process for monitoring overall program compliance in
which agency Equal Employment Opportunity officers maintain primary
responsibility for the monitoring of their agencies.

The act aso requires another director, the Director of Development, to do
al of the following with regard to the EDGE Program:
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(1) Conduct outreach, marketing, and recruitment of EDGE business
enterprises,

(2) Provide assistance to DAS, as needed, to certify new EDGE business
enterprises and to train appropriate state agency staff;

(3) Provide business development services to EDGE Program participants
in the developmental and transitional stages of the Program, including financial
and bonding assistance and management and technical assistance;

(4) Develop a mentor program to bring businesses into a working
relationship with EDGE business enterprises in a way that commercialy benefits
both entities and serves the purpose of the EDGE Program; and

(5) Establish processes by which an EDGE business enterprise may apply
for contract assistance, financia and bonding assistance, management and
technical assistance, and mentoring opportunities.

Under the act, both the Director of Development and the Director of
Administrative Services must prepare a detailed report and submit it to the
Governor not later than December 31, 2003. It must outline and evaluate the
progress made in implementing the EDGE Program.

Bond guarantee authority

The Director of Development may execute bonds as surety for minority
businesses as principals, on contracts with the state, any political subdivision or
instrumentality thereof, or any person as the obligee. The Director, as surety, may
exercise al the rights and powers of a company authorized by the Department of
Insurance to execute bonds as surety but is not to be subject to any requirements of
a surety company under Title 39 of the Revised Code (regulating insurance
matters) or to any rules of the Department of Insurance. (R.C. 122.89, not in the
act.)

The act provides this similar bonding authority to the Director of
Development with regard to the guarantee of bonds executed by sureties for
minority businesses and EDGE business enterprises. It also requires the Director
to adopt rules in accordance with the Administrative Rrocedure Act to establish
procedures for the application for bond guarantees and the review and approval of
those applications when submitted by sureties that execute bonds eligible for
guarantees by the Director. The act allows the Director to guarantee, in
accordance with those rules, up to 90% of the loss incurred and paid by sureties on
bonds guaranteed by the Director.
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Under the act, the penal sum amounts of all outstanding guarantees made
by the Director cannot exceed three times the difference between the amount of
moneys in the Minority Business Bonding Fund and available to the Fund and the
amount of all outstanding bonds issued by the Director for the surety bonds issued
on behalf of minority businesses as principals.

DEPARTMENT OF AGING

Egtablishes the Resident Services Coordinator Program in the
Department of Aging to provide services to low-income and special-
needs tenants in subsidized rental housing and establishes the Resident
Services Coordinator Fund to receive moneys from the Department o
Development and the General Assembly.

Increases to $6 (from $3) the annua "bed" fee that long-term care
facilities must pay for the support of regiona long-term care
ombudsperson programs and exempts adult foster homes from paying the
fee,

Requires the Department of Aging to adopt rules on deadlines for
payment of the bed fee in accordance with the Administrative Procedure
Act (R.C. Chapter 119.) rather than the procedures that do not require
public hearings (R.C. Chapter 111.).

Limits who is considered a person with a disability for purposes of
Golden Buckeye Card program dligibility.

Requires the Director of Aging to establish one or more prescription drug
programs that enable cardholders to receive reduced prices on
prescription drugs dispensed at participating pharmacies rather than
prescription drug discount card programs that enable cardholders to
receive discounts on prescription drugs dispensed at participating
pharmacies.

Eliminates the Department's Long-Term Care Consumer Guide.

Permits the State Long-Term Care Ombudsman to investigate all
complaints against community-based long-term care service providers,
rather than only complaints involving an individual age 60 or older.
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Resident Services Coordinator Program

(R.C. 173.08)

The act establishes the Resident Services Coordinator Program in the
Department of Aging under which resident service coordinators provide
information and assistance to low-income and special -needs tenants, including the
elderly, living in subsidized rental housing complexes. The coordinators are to aid
tenants in identifying and obtaining community and program services and other
benefits for which they are eligible. The act also establishes the Resident Services
Coordinator Fund to receive moneys from the Department of Development's Low
and Moderate-lncome Housing Trust Fund and moneys the General Assembly
appropriates to the Resident Services Coordinator Fund.’

Bed feefor regional long-term care ombudsperson programs

(R.C. 173.26)

Under continuing law, a nursing home, residential care facility, adult care
facility, adult foster home, or other specified long-term care facility must annually
pay to the Department of Aging an amount for each bed the facility maintained for
use by aresident during any part of the previous year. The funds are used to pay
the costs of operating regional long-term care ombudsperson programs. The act
increases the amount to $6 (from $3) per bed and excludes adult foster homes
from the payment requirement. (An adult foster home is a residence in which
accommodations and personal care services are provided to one or two adults who
are unrelated to the home's owners.)

Prior law also required the Department of Aging to adopt rules on deadlines
for payment of bed fees in accordance with R.C. 111.15, which does not require
the Department to hold public hearings on proposed rules. The act requires the
Department to adopt the rules in accordance with the Administrative Procedure
Act (R.C. Chapter 119.), which requires the Department to hold public hearing on
proposed rules.

" The act provides that in any fiscal year in which the amount in the Low- and Moderate-
Income Housing Trust Fund exceeds by at least $250,000 the amount of funds in that
Fund that is awarded to provide training, technical assistance, and capacity building
assistance to nonprofit development organizations in areas of the state the Director
designates as underserved, at least $250,000 from the Fund must be provided to the
Department of Aging for the Resident Services Coordinator Program.
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Golden Buckeye Card program

(R.C. 173.06)

Continuing law requires the Director of Aging to establish a Golden
Buckeye Card program and provide a golden buckeye card to any Ohio resident
who applies and is 60 or older or disabled. The act limits who may qualify for a
golden buckeye card as a person with a disability by providing that the person
must be 18 years of age or older and changing the definition of disability. Under
prior law, a person was regarded as disabled for the purpose of the Golden
Buckeye Card program if the person (1) had some impairment of body or mind
that made the person unfit to work at any substantially remunerative employment
the person was substantialy able to perform and would will, with reasonable
probability, continue for a period of at least 12 months without any present
indication of recovery or (2) had been certified as permanently and totally disabled
by an agency of this state or the United States having the function of so classifying
persons. Under the act, a person is regarded as having a disability if the person
has some impairment of body or mind and has been certified as permanently and
totally disabled by an agency of this state or the United States having the function
of so classifying persons.

Prescription drug program

(R.C. 173.061, 173.062, 173.07, and 173.071)

Prior law required the Director of Aging to establish one or more
prescription drug discount card programs that enable cardholders to receive
discounts on prescription drugs dispensed at participating pharmacies. The act
provides instead that the Director must establish one or more prescription drug
programs that enable cardholders to receive reduced prices on prescription drugs
dispensed at participating pharmacies. Continuing law requires that a card be
provided to any Ohio resident who is at least age 60 or disabled and applies for the
card in accordance with administrative rules the Director adopts.®

Continuing law requires that the Director solicit and accept proposals from
entities separate from the Department to act as a program administrator. The
proposals must provide for administration consistent with rules adopted by the
Director and specify certain information. Under prior law, the information to be
specified included the estimated amount of the discount based on the entity's
previous experience and how the discount was to be achieved and, to the extent

® The act uses the term "person with a disability" rather than "disabled person.”
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that discounts on prescription drugs were to be achieved through rebates or
discounts in prices that the entity negotiated with drug manufacturers, the
proportion of the rebates or discounts to be used to do al of the following: ()
reduce any costs to the cardholders, (b) achieve discounts for cardholders, and (c)
cover costs for administering the program. Under the act, the information to be
specified includes the estimated amount of the reduced prices on prescription
drugs based on the entity's previous experience and how the reduction is to be
achieved and, to the extent that an entity negotiates rebates with drug
manufacturers, the proportion of the rebates to be used to do any of the following:
(@) reduce any costs to the cardholders, (b) cover costs for administering the
program, and (c) offer any other benefits to cardholders.

Under prior law, once an administrator had been chosen for the program, to
the extent that the administrator achieved a discount on prescription drugs through
rebates or discounts in prices negotiated with drug manufacturers, the
administrator was required to use the rebates or discounts to do al of the
following: (@) reduce costs to the cardholders, (b) achieve discounts for
cardholders, and (c) cover costs for administering the program. Under the act, to
the extent that the administrator negotiates rebates with drug manufacturers, the
administrator must use the rebates to do one or more of the following: (@) reduce
any costs to the cardholders, (b) cover costs for administering the program, and (c)
offer any other benefits to cardholders.

The act defines a "rebate" to mean a refund of a certain portion of the
wholesale price of a drug to the program administrator based on a negotiated
agreement between the manufacturer and the administrator and in consideration of
market share performance or continued access or availability of the drug under the
administrator's prescription drug program. Under the act, when determining
Medicaid drug rebates, an administrator is subject to best price calculations
promulgated by the Centers for Medicare and Medicaid Services in the federa
Department of Health and Human Services. With prior approval of the
Controlling Board, an administrator may use rebates negotiated with a drug
manufacturer for purposes other than those discussed above, including sharing a
portion of the rebate with the administrator's clients, prescription drug program
participants, or participating pharmacies.

The act permits a program administrator to negotiate with drug
manufacturers to have the prescription drug program or programs established by
the Department serve as a single enrollment point for the manufacturer's discount
program. The act defines a "drug discount” as reimbursement of a certain portion
of the wholesale price of a drug to the program administrator for funds accrued or
paid in connection with a reduction in cost of the drug by the manufacturer to the
prescription drug program cardholder pursuant to an agreement between the
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manufacturer and the administrator and in consideration of the administrator's
agreement to return 100% of the non-negotiated discounts to the cardholder at the
point of sale. A discount is not tied to and does not vary based on market share
performance.

To the extent that discounts are offered by manufacturers through the
program, the discounts are exempt from the best price calculations when
determining Medicaid drug rebates under federal law, if all of the following apply:

(1) The manufacturer's program provides prescription drug assistance to a
limited group of persons without negotiations between the manufacturer and a
third party regarding the amount of assistance;

(2) The manufacturer establishes the amount of the benefit to be given to
persons without negotiations between the manufacturer and a third party regarding
the amount of the benefit;

(3) The entire amount of the discount is used to benefit an individual
without providing an opportunity for the administrator, participating pharmacies,
or any other third party to reduce or take for its use a portion of the benefit;

(4) A participating pharmacy is reimbursed based on the lower of a
calculated formula equal to the average wholesale price less a defined percentage
plus a dispensing fee, or the pharmacy's usual and customary price for the drug;

(5) Other than the benefit amount, a participating pharmacy collects no
additional payment from the manufacturer's discount program.

To the extent that drug discounts on prescription drugs are achieved
through reduced prices an administrator obtains from drug manufacturers, the
administrator is required to use the drug discounts to reduce prescription drug
costs for cardholders. The act requires the Director to adopt rules permitting an
administrator to work with one or more drug manufacturers to obtain drug
discounts.

Annual report

(R.C. 173.071)

Continuing law requires the Director to issue a report on the operation of
each prescription drug discount card program no later than four months after the
end of each 12-month period that one or more programs are in operation. Each
report must be based on the information the Director receives from the
administrator or administrators and specify certain information about each
program. The act requires that the report include information specifying the drugs
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for which rebates are offered under the program, listed according to major drug
category.

The Long-Term Care Consumer Guide

(R.C. 173.45 to 173.59, repealed)

The act eliminates a requirement that the Department of Aging publish the
Ohio Long-Term Care Consumer Guide, a guide to Ohio nursing homes. Under
prior law, the Guide had to be available on the Internet, and had to be updated
periodically. Every two years, the Department was required to publish an
Executive Summary of the Guide, which had to be available in electronic and
printed media. In addition, prior law specified that, to the extent possible, annual
customer satisfaction surveys had to be conducted for use in the Guide. The
Department was permitted to charge the nursing home a fee of up to $400 for each
annual survey.

| nvestigative authority of State L ong-Term Care Ombudsman

(R.C. 173.14)

The act eliminates a limit on the State Long-Term Care Ombudsman's
authority to investigate complaints against community-based long-term care
service providers, alowing the Ombudsman to investigate any complaints against
a community-based long-term care service provider not just those that involve an
individual age 60 or older.

DEPARTMENT OF AGRICULTURE

Extends the Family Farm Loan Program through October 15, 2005, and
extends until that date the Agricultural Financing Commission's authority
to advise and make recommendations to the Director of Agriculture
regarding the Program.

Revises the definition of "agricultural production,” for purposes of
placing land in an agricultura district, to include tracts, lots, or parcels of
land or portions thereof that are used for conservation practices, provided
that the land so used comprises not more than 25% of land that is
otherwise devoted exclusively to agricultural use and for which an
agricultural district application is filed, and authorizes the supervisors of
a soil and water conservation district to assist the county auditor upon
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request to determine whether a conservation activity is a conservation
practice for that purpose.

Authorizes, rather than requires, the Divison of Markets in the
Department of Agriculture to perform specified duties, eliminates the
Division's duty relating to inspection of farm produce at collecting and
receiving centers, and makes conforming changes.

Authorizes the Division to participate in trade missons between states
and foreign cuntries in order to encourage the sale and promotion of
Ohio-grown products.

Increases license and inspection fees related to nursery stock that are
assessed under the Nursery Stock and Plant Pests Law, and requires the
money collected from the new additional fees to be used to pay the costs
of administering the Nursery Stock and Plant Pests Law, including
paying the costs of employing a minimum of two additional inspectors.

Eliminates the Director's authority in the Division of Markets Law to
adopt a fee schedule for inspecting any agricultural product for the
purposes of the issuance of an export certificate that could be required by
the United States Department of Agriculture or foreign purchasers, and
instead authorizes the Director or his authorized representative, in the
Nursery Stock and Plant Pests Law, to conduct inspections of agricultural
products that are required by federal agencies, other states, or foreign
countries to determine whether the products are infested and to issue a
certificate if a product is not infested, allows the Director to charge
specified fees for performing those functions, and requires that the
money from the fees be used to pay the costs of administering the
Nursery Stock and Plant Pests Law, including paying the costs of
employing a minimum of two additional inspectors.

Allows investment earnings of the Clean Ohio Agricultural Easement
Fund, which are credited to the Fund, to be used indefinitely to pay costs
incurred by the Director in administering the agricultural easements
program.

Authorizes the Director to establish a voluntary gypsy moth suppression
program under which a landowner may request that the Department have
the landowner's property treated for gypsy moths in exchange for the
landowner's payment of a percentage of the cost of the treatment, and
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requires the Director to adopt rules to facilitate implementation of the
program.

Addsinjury or killing of certain agricultural animals by black vultures, in
addition to by coyotes as in continuing law, as a basis for claims against
the Agro Ohio Fund.

Requires the Department to adopt rules prescribing fees that auctioneer
licensees must pay and, except for single-auction licensees, deadlines and
procedures with which they must comply, and specifies that until those
rules are adopted, licensees must pay the fees and comply with the
deadlines and procedures established in statute.

Increases the amount of financial responsbility required for single-
auction licensees.

Excludes persons who seek compensation for losses resulting from
improper conduct by single-auction licensees from digibility for
compensation from the Auction Recovery Fund, but retains requirements
pertaining to single-auction licensees contributions to the Fund.

Cregtes in the state treasury the Farm Service Agency Electronic Filing
Fund consisting of money appropriated to it together with money
reimbursed to the Fund by the Farm Service Agency (FSA) in the United
States Department of Agriculture, and requires the Director of
Agriculture to use money in te Fund to pay the Secretary of State for
fees charged in advance for the eectronic filing by the FSA of financing
statements related to agricultural loans that the FSA disburses.

Extends the extra 2¢ earmark of wine tax revenue credited to the Ohio
Grape Industries Fund through June 30, 2005.

Family Farm Loan Program

(R.C. 122.011 and 901.63; Sections 132.05 and 132.06)

Under former law, the Family Farm Loan Program was scheduled to expire
on July 1, 2003. The act extends the expiration date to October 15, 2005, and
changes al statutory dates with regard to that Program accordingly. The act also
extends to that date a requirement that the Agricultural Financing Commission

IB Legislative Service Commission -55 Sub. H.B. 95



advise and make recommendations to the Director of Agriculture regarding that
Program.

Agricultural Districts

(R.C. 929.01, 1515.08, and 5713.30)

Continuing law establishes requirements for placing land in an agricultural
district. Land that isin an agricultural district is exempt from certain assessments.
In addition, agricultural activities on the land may not be subject to nuisance
actions. One of the requirements with which land in an agricultural district must
comply is that it must be used for agricultural production. Law generaly
unchanged by the act defines "agricultural production” to mean commercial
aguaculture, apiculture, animal husbandry, or poultry husbandry; the production
for a commercial purpose of timber, field crops, tobacco, fruits, vegetables,
nursery stock, ornamental shrubs, ornamental trees, flowers, or sod; the growth of
timber for a noncommercial purpose if the land on which the timber is grown is
contiguous to or part of a parcel of land under common ownership that is
otherwise devoted exclusively to agricultural use; or any combination of such
husbandry, production, or growth. The term also includes the processing, drying,
storage, and marketing of agricultural products when those activities are
conducted in conjunction with such husbandry, production, or growth.

The act revises the definition to include conservation practices, provided
that the tracts, lots, or parcels of land or portions thereof that are used for
conservation practices comprise not more than 25% of tracts, lots, or parcels of
land that are otherwise devoted exclusively to agricultural wse and for which an
application is filed for the establishment of an agricultural district. "Conservation
practices’ includes, but is not limited to, the installation, construction,
development, planting, or use of grass waterways, terraces, diversions, filter strips,
field borders, windbreaks, riparian buffers, wetlands, ponds, and cover crops to
abate soil erosion. The act authorizes the supervisors of a soil and water
conservation district to assist the county auditor when requested in determining
whether a conservation activity that is conducted in conjunction with agricultural
activitiesis a conservation practice for that purpose.

Division of Markets

(R.C. 901.17)

Law retained in part by the act requires the Division of Markets in the
Department of Agriculture to perform specified duties regarding the production
and marketing of agricultural products. Under former law, the duties included the
inspection and determination of the grade and condition of farm produce at
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collecting and receiving centers within the state. The act authorizes, rather than
requires, the Division to perform the specified duties. It also modifies the duties
by: (1) eliminating the requirement that the Division inspect and determine the
grade and condition of farm produce at collecting and receiving centers within the
state, and (2) authorizing the Division to participate in trade missions between
states and foreign countries in order to encourage the sale and promotion of Ohio-
grown products.

Under former law, the Director of Agriculture had to adopt and could
amend schedules of fees to be charged for inspecting farm produce at collecting
and receiving centers or other services as noted above. The fees had to be made
with a view to the minimum cost and to make "this branch" of the Department
self-sustaining. The fees had to be credited to the Inspection Fund in the state
treasury for use in performing the Division's duties. All investment earnings of the
Fund were to be credited to the Fund. If, in any year, the balance of the Fund was
not sufficient to meet the Division's expenses incurred in performing its duties, the
deficit had to be paid from funds appropriated for the use of the Department. Asa
result of the act's elimination of the requirement that the Division inspect and
determine the grade and condition of farm produce at collecting and receiving
centers within the state, the act makes conforming changes by eliminating these
provisions.

Prior law authorized the Director to adopt a schedule of fees to be charged
for inspecting any agricultural product for the purposes of the issuance of an
export certificate as could be required by the United States Department of
Agriculture or foreign purchasers. The fees had to be credited to the General
Revenue Fund. The act eliminates these provisions in the Division of Markets
Law and enacts similar provisions, with modifications, in the Nursery Stock and
Plant Pests Law (see "Changes in Nursery Stock and Plant Pests Law";
"I nspection of agricultural products by Director of Agriculture," below).

Changes in Nursery Stock and Plant Pests L aw

Increasein license and inspection fees related to nursery stock

(R.C. 921.151, 921.22, and 927.53; Sections 3.01, 3.02, 3.03, and 147.02)

Law retained in part by the act establishes annual nursery stock collectors
or dealers license fees, annual flat and per-acre inspection fees for woody nursery
stock, and annual flat and per-acre inspection fees for nonwoody nursery stock.
Under law not in the act, money from the fees is credited to the General Revenue
Fund. The act increases the fees as follows:
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License, inspection, and Former fee The act's

per-acre fee additional fee
Nursery stock collector or dealer
license $50 $25
Woody nursery stock inspection $50 $15
Intensive production areas for woody
nursery stock inspection, per acre $4 50¢
Nonintensive production areas for
woody nursery stock inspection, $2 $1.50
per acre
Nonwoody nursery stock inspection $30 $35

Intensive and nonintensive production
areas for nonwoody nursery stock $4 50¢
inspection, per acre

The money collected from the new additional fees must be deposited into
the state treasury to the credit of the Pesticide Program Fund created in the
Pesticides Law and must be used to administer the Nursery Stock and Plant Pests
Law, including paying the costs of hiring a minimum of two additional inspectors.
The act specifies that the portion of the money in the Fund collected under the
provisions governing the additional new fees must be used to carry out the
purposes specified in those provisions and the portion of the money in the Fund
collected under the Pesticides Law must be used to carry out the purposes of that
Law.

| nspection of agricultural products by Director of Agriculture

(R.C.921.151, 921.22, and 927.69; Sections 3.01, 3.02, 3.03, and 147.02)

Under continuing law, the Director of Agriculture or his authorized
representative may perform specified inspection activities to carry out the
purposes of the Nursery Stock and Plant Pests Law. The act adds to those
functions authority for the Director or his authorized representative to conduct
inspections of agricultural products that are required by other states, the United
States Department of Agriculture, other federal agencies, or foreign countries to
determine whether the products are infested. If, upon making such an inspection,
the Director or his authorized representative determines that an agricultural
product is not infested, he may issue a certificate, as required by other states, the
United States Department of Agriculture, other federal agencies, or foreign
countries, indicating that the product is not infested.
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Under the act, if the Director charges fees for any of the certificates,
agreements, or inspections specified below, the fees must be as follows: (1) phyto
sanitary certificates, $25, (2) compliance agreements, $20, (3) solid wood packing
certificates, $20, and (4) agricultural products and their conveyance inspections,
$65. The Director may adopt rules that define the certificates, agreements, and
inspections. The fees must be deposited into the state treasury to the credit of the
Pesticide Program Fund created in the Pesticides Law. Money so credited to the
Fund must be used to pay the costs incurred by the Department in administering
the Nursery Stock and Plant Pests Law, including paying the cost of employing a
minimum of two additional inspectors. The act specifies that the portion of the
money in the Fund collected under the provisions governing agricultural product
inspections must be used to carry out the purposes specified in those provisions
and the portion of the money in the Fund collected under the Pesticides Law must
be used to carry out the purposes of that Law.

Use of investment earnings of Clean Ohio Agricultural Easement Fund

(R.C. 901.21)

Law unchanged by the act creates the Clean Ohio Agricultura Easement
Fund, which consists of 12%2% of net proceeds of general obligation bonds issued
and sold for agricultural and conservation projects. The Fund must be used for the
purposes of the agricultural easements program. Investment earnings of the Fund
must be credited to the Fund. Under former law, those earnings could be used
until July 26, 2003, to pay the costs incurred by the Director of Agriculture in
administering that program. The act eliminates the deadline, thus allowing the
Investment earnings to be used for that purpose indefinitely.

Gypsy moth suppression

(R.C. 921.151 and 927.701; Sections 3.01, 3.02, 3.03, and 147.02)

The act authorizes the Director of Agriculture to establish a voluntary
gypsy moth suppression program under which a landowner may request that the
Department of Agriculture have the landowner's property aerialy sprayed to
suppress the presence of gypsy moths in exchange for payment from the
landowner of aportion of the cost of the spraying. Under the act, "gypsy moth"
means the live insect, Lymantria dispar, in any stage of development.

To determine the amount of payment that is due from a landowner, the
Department first must determine the projected cost per acre to the Department of
gypsy moth suppression activities for the year in which the landowner's request is
made. The cost must be calculated by determining the total expense of aerially
spraying for gypsy moths to be incurred by the Department in that year divided by
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the total number of acres proposed to be sprayed in that year. With respect to a
landowner, the Department must multiply the cost per acre by the number of acres
that the landowner requests to be sprayed. The Department must add to that
amount any administrative costs that it incurs in billing the landowner and
collecting payment. The amount that the landowner must pay to the Department
cannot exceed 50% of the resulting amount.

The act requires the Director to adopt rules in accordance with the
Administrative Procedure Act to establish procedures under which a landowner
may make a request to have his property aerially sprayed for gypsy moth
suppression and to establish provisions governing agreements between the
Department and landowners concerning gypsy moth suppression together with any
other provisions that the Director considers appropriate to administer the gypsy
moth suppression program.

The Director must deposit all money collected from landowners as payment
for gypsy moth suppression into the state treasury to the credit of the Pesticide
Program Fund created under continuing law. Such money that is credited to the
Fund must be used for the suppression of gypsy moths.

I ndemnification for agricultural animalsinjured or killed by black vultures

(R.C. 955.51)

Law retained by the act requires an owner of horses, sheep, cattle, swine,
mules, goats, domestic rabbits, or domestic foul or poultry that have an aggregate
fair market value of $10 or more and that have been injured or killed by a coyote
to notify the dog warden within three days after the loss or injury has been
discovered. The dog warden promptly must investigate the loss or injury and
determine whether it was made by a coyote. If the dog warden finds that the loss
or injury was made by a coyote, the dog warden promptly must notify a wildlife
officer. If thewildlife officer affirmsthe finding or is uncertain about that finding,
the owner may proceed with an indemnification claim against the Agro Ohio
Fund. The act adds that an injury or killing of those animals by black vultures, in
addition to coyotes, is abasisfor claims against the Fund.

Auctioneers L aw

(R.C. 4707.071, 4707.072, 4707.10, and 4707.24)

License fees and licensing procedures for auctioneers, apprentice
auctioneers, and special auctioneers

Rules to be adopted under the act. The Auctioneers Law establishes
several categories of licenses to be issued by the Department of Agriculture as
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well as fees and licensing procedures for those licenses. The act retains the license
categories, but requires the Department to adopt rules prescribing fees that
auctioneer, apprentice auctioneer, and special auctioneer licensees must pay and
license renewal deadlines and procedures with which they must comply in lieu of
the statutory requirements. Until the rules are adopted, licensees must pay the
statutory fees and comply with the statutory license renewal deadlines and
procedures discussed below. The act makes necessary conforming changes.

Statutory fees and procedures to be replaced. The statutory fee for each
auctioneer's, apprentice auctioneer's, or specia auctioneer's license is $100, and
the annual renewa fee for any of these licenses is $100. All licenses expire
annualy on June 30 and must be renewed according to the procedures in the
Standard Renewal License Procedure Law or other procedures established in the
Auctioneers Law. Any auctioneer, apprentice auctioneer, or special auctioneer
licensee who fails to renew his license before July 1 must reapply for licensure in
the same manner and pursuant to the same requirements as for initia licensure
unless before September 1 of the year of expiration, the person pays, in addition to
the regular renewal fee, alate renewal penalty of $100.

The Auctioneers Law prohibits any person who fails to renew the person's
license before July 1 from engaging in any auctioneering activity specified in
statute until the person's license is renewed or a new license isissued. A person
who renews his license between July 1 and September 1 cannot engage in any
auctioneering activity until his license is renewed or he is issued a new license.
The Department may refuse to renew the license of or issue a new license to any
person who violates these provisions. Finaly, for each new auctioneer or
apprentice auctioneer license issued upon the occasion of a change in business
location or a change in the name under which business is conducted, the
Department may collect a fee of $10 for each change unless the notification of the
change occurs concurrently with the renewal application.

|dentification _card. Law largely unchanged by the act requires the
Department to prepare and deliver to each licensee a permanent license certificate
and an annual renewal card, the appropriate portion of which must be carried by
the licensee at all times when engaged in any type of auction activity, and part of
which must be posted with the permanent certificate in a conspicuous location at
the licensee's place of business. The act changes the type of card that a licensee
receives with his license certificate from an annual renewal card to an
identification card.

Changes regarding single-auction licenses

Under continuing law, the Department may grant single-auction licenses to
any nonresident person deemed qualified by the Department. An applicant for a
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single-auction license or any auctioneer affiliated with the applicant must meet
specified requirements before the applicant is issued a license. One of the
requirements is payment of alicense fee. Aswith other licenses issued under the
Auctioneers Law (see above), the act requires the Department to adopt rules
prescribing the fee. Until the rules are adopted, a license applicant must pay the
statutory fee, which is $100. An additional requirement is submission of proof of
financial responsibility in the form of a bond. Formerly, the amount of the bond
initially was $10,000, and increased to $25,000 on July 1, 2003. The act increases
the amount of financial responsibility that is required for a single-auction license
to $50,000.

Law unchanged by the act establishes the Auction Recovery Fund and
establishes procedures by which persons may apply for compensation from the
Fund for losses resulting from improper conduct by persons licensed under the
Auctioneers Law. The Fund consists of all of the following: any moneys
transferred to it from the Auctioneers Fund; except as otherwise provided under
continuing law, a portion, in an amount specified in rules adopted by the Director,
of license fees collected under the Auctioneers Law; any assessments levied under
continuing law (see below); repayments made to the Auction Recovery Fund by
persons licensed under the Auctioneers Law; and interest earned on the assets of
the Fund.

Under law unchanged by the act, the Director must ascertain the balance of
the Auction Recovery Fund on the first day of July each year. If the balance of the
Fund is greater than $2 million, the Director may utilize, during the fiscal year
beginning on that first day of July, the portion of the Fund that is greater than $2
million for educational or research purposes. If the balance of the Fund is at least
$4 million, the portion of license fees collected under the Auctioneers Law that
otherwise would be credited to the Auction Recovery Fund must be credited to the
Auctioneers Fund during the fiscal year beginning on that first day of July.
However, if the balance of the Auction Recovery Fund is less than $400,000, the
Director must levy an assessment against each person who holds a \alid license
issued under the Auctioneers Law. The amount of the assessment is determined
by a formula that is established under continuing law. All assessments that are
collected must be credited to the Fund.

The act excludes persons who seek compensation for losses resulting from
improper conduct by single-auction licensees from eligibility for compensation
from the Auction Recovery Fund. However, the requirement that a portion of
license fees collected from single-auction licensees be deposited into the Auction
Recovery Fund and the requirement that an assessment be levied on each single-
auction licensee if the balance of the Fund is |ess than $400,000 remain unchanged
by the act.
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Farm Service Agency Electronic Filing Fund

(R.C. 901.85; Section 146.05)

Backaground

Farmers may apply for crop loans that are administered by county offices of
the Farm Service Agency (FSA) in the United States Department of Agriculture.
In exchange for providing a crop loan, the FSA obtains a contractual security
interest in the crop, and thus the crop becomes collateral for the loan. The FSA is
required to file a Uniform Commercial Code (UCC) financing statement with the
Secretary of State in order to perfect its security interest and to ensure that if the
farmer defaults on the loan, the FSA legally would be first in line ahead of any
other of the farmer's creditors to receive the proceeds from the sale of the crop and
thus to obtain repayment of the loan. This financing statement must be filed
before the FSA can disbursethe loan to the farmer.

The Secretary of State recently has developed an electronic system for the
filing of UCC financing statements that enables the financing statements to be
filed more quickly than is possible through other means of filing. An entity that
files a significant volume of filing statements may enter into an agreement with
the Secretary of State under which it can file its financing statements via computer
in exchange for setting up a pre-payment account for filing fees with the Secretary
of State. The entity must deposit in the pre-payment account an amount of filing
fees to cover the volume of filings that the entity anticipates it will make during a
specified period of time in the future. The FSA would like to participate in the
electronic filing option in order to file financing statements more quickly and thus
to expedite the disbursement of crop loans to farmers, but it is unable to file
electronically because it is federally prohibited from entering into pre-payment
arrangements.

Creation of the Fund

To enable the FSA to file its financing statements electronically, the act
creates in the state treasury the Farm Service Agency Electronic Filing Fund,
which consists of money reimbursed to the Fund by the FSA together with any
money appropriated to the Fund by the General Assembly, effective immediately.
The Director of Agriculture must use money credited to the Fund to pay the
Secretary of State for fees that the Secretary of State charges in advance for the
electronic filing by the FSA of financing statements related to agricultural loans
that the FSA disburses. The creation of the Fund enables the Director to pre-pay
the filing fees on behalf of the FSA in exchange for the FSA's subsequent
reimbursement to the Fund of the amount of the pre-paid filing fees, thus allowing
the FSA to avoid the federal pre-payment prohibition.
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Wine tax diversion to Ohio Grape | ndustries Fund

(R.C. 4301.43)

Continuing law imposes a tax on the distribution of wine, vermouth, and
sparkling and carbonated wi ne and champagne at rates ranging from 30¢ per
gallon to $1.48 per gallon. From the taxes paid, a portion is credited to the Ohio
Grape Industries Fund for the encouragement of the state's grape industry, and the
remainder is credited to the General Revenue Fund. The amount credited to the
Ohio Grape Industries Fund was scheduled to decrease from 3¢ to 1¢ per gallon on
July 1, 2003. The act extends the extra 2¢ earmarking through June 30, 2005.

OHIO ARTS COUNCIL

Creates the Gifts and Donations Fund in the state treasury for the Ohio
Arts Council's operating expenses.

Gifts and Donations Fund

(R.C. 3379.11)

The act creates in the state treasury, the Gifts and Donations Fund
consisting of gifts and donations made to the Ohio Arts Council and fees paid for
conferences the Council sponsors. The Fund is to be used to pay for the Council's
operating expenses, which include payroll, personal services, maintenance,
equipment, and subsidy payments. Fund moneys are to be received and expended
pursuant to the Council's duty to foster and encourage the development of the arts
in Ohio and the preservation of the state's cultural heritage.

OHIO ARTS AND SPORTSFACILITIESCOMMISSION

Eliminates the requirement that a cooperative or management contract
entered into by an Ohio arts facility with the Ohio Arts and Sports
Facilities Commission be for a term not less than the time remaining to
the date of payment or provision for payment of any state bonds issued to
pay the costs of the arts project.

Eliminates, as an element before state funds can be used to pay for an
Ohio gports facility, the minimum time period requirement for which the
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state must have a property interest in the facility, its Site, or a portion of it
when it is financed from state bond proceeds.

Ohio artsfacility: term of cooperative or management contracts

(R.C. 3383.01)

Under ongoing law, an "Ohio arts facility" includes, among other theaters
and facilities, any capital facility in Ohio that meets the following requirements:
(1) construction of an arts project related to the facility was authorized or funded
by the General Assembly under specific statutory authority, and proceeds of state
bonds are used for costs of the arts project, and (2) the facility is managed directly
by, or is subject to a cooperative or management contract with, the Ohio Arts and
Sports Facilities Commission, and is used for or in connection with the activities
of the Commission, including the presentation or making available of arts to the
public and the provision of training or education in the arts.

Prior law also provided that such a cooperative or management contract had
to be for a term not less than the time remaining to the date of payment or
provision for payment of any state bonds issued to pay the costs of the arts project,
as determined by the Director of Budget and Management and certified by the
Director to the Commission and the Ohio Building Authority (OBA). The act
eliminates this requirement.

Ohio sportsfacility: state'sproperty interests

(R.C. 3383.07)

Ongoing law specifies that one of the elements that must exist before (1)
state funds can be used to pay or reimburse more than 15% of the initial estimated
construction cost of an Ohio sportsfacility (excluding any site acquisition costs) or
(2) state funds, including any state bond proceeds, can be spent on an Ohio sports
facility, is that, if state bond proceeds are being used, the state owns or has
sufficient property interests in the facility, in the site of the facility, or in the
portion or portions of the facility financed from those proceeds. Those property
interests formerly were required to extend for a period of not less than the greater
of the useful life of the portion of the facility so financed as determined using the
guidelines for maximum maturities in the Uniform Public Securities Law, or the
period remaining to date of payment or provision for payment of outstanding state
bonds allocable to costs of the facility, all as determined by the Director of Budget
and Management and certified by the Director to the Commission and OBA. The
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act eliminates this minimum time period requirement for the state's property
interests.

OHIO ATHLETIC COMMISSION

Removes the requirement that the Ohio Athletic Commission maintain an
office in Y oungstown and keep al of its permanent records there.

Increases statutorily established fees that the Commission must charge
for licenses and permits required to conduct boxing and wrestling
matches and exhibitions, and alows the Commission to increase those
fees by up to 50% (instead of 25%) with Controlling Board approval.

Abolishes the Athlete Agents Registration Fund and requires the
Commission instead to deposit money it receives under the Athlete
Agents Law to the credit of the Occupational Licensing and Regulatory
Fund.

Commission office in Youngstown

(R.C. 3773.33)

The act removes the requirement that the Ohio Athletic Commission
maintain an office in Y oungstown and keep all of its permanent records there.

Feesrelative to the requlation of boxing and wrestling

(R.C. 3773.43)

The act increases fees that the Commission must charge for certain licenses
and permits, as follows:
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Purpose Fee

Application for or renewal of a promoter's license for from $50 to $100
public boxing matches or exhibitions

Applicationfor or renewal of alicense to participate in a | from $10 to $20
public boxing match or exhibition

Permit to conduct a public boxing match or exhibition from $10 to $50

Application for or renewal of a promoter's license for from $100 to $200
professional wrestling matches or exhibitions

Permit to conduct a professional wrestling match from $50 to $100
or exhibition

Prior law permitted the Commission, subject to the approval of the
Controlling Board, to establish fees in excess of the statutorily prescribed amounts
by up to 25%. The act increases this to 50%.

Athlete Agents Reqistration Fund

(R.C. 4743.05 and 4771.22)

The act abolishes the Athlete Agents Registration Fund, which formerly
was used to administer the Athlete Agents Law (R.C. Chapter 4771.). The act
requires the Commission instead to deposit money it receives under the Athlete
Agents Law to the credit of the Occupational Licensing and Regulatory Fund for
the continuing administration of that Law.

ATTORNEY GENERAL

Revises the refund terms for funds placed in escrow by tobacco
manufacturers not participating in the tobacco Master Settlement
Agreement.

Requires tobacco product manufacturers whose cigarettes are sold in this
state to certify specified information, including information on escrow
account payments and tobacco brands, to the Attorney Genera by April
30 of each year.

Requires the Attorney General to develop and publish on the office's
website a directory listing all of the tobacco product manufacturers that
are in compliance with the certification requirements.
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Prohibits tax stamps from being affixed to cigarettes, and prohibits
cigarettes from being sold, offered for sale, or possessed for sde, if the
tobacco product manufacturer that produces the cigarettes, or the brand
family to which the cigarettes belong, is not included in the directory.

Establishes criminal and civil enforcement remedies for selling cigarettes
in violation of these provisions.

Establishes procedures for the appointment of an agent for the service of
process, and for providing notice and reporting required information from
tobacco product manufacturers and stamping agents to the Tax
Commissioner or the Attorney General.

Authorizes the Attorney Genera and the Tax Commissioner to adopt
administrative rules necessary to implement the Tobacco Master
Settlement Agreement Law provisions added by the act.

Modifies the law governing the Attorney Genera's collection of amounts
due the state by (1) authorizing the assessment of collection costs, (2)
applying a different rate of interest to such claims, and (3) permitting the
addition of fees to recover the cost of processing checks returned for
insufficient funds and the cost of providing electronic payment options.

Prohibits government entities from contracting for goods, services, or
construction with persons against whom an "unresolved" finding for
recovery has been issued.

Requires the Attorney General, by December 1, 2003, to report to the
Auditor of State the status of collection for all findings for recovery
issued by the Auditor of State for calendar years 2001, 2002, and 2003,
and requires a quarterly update of this information thereafter.

Requires the Auditor of State to establish a publicly accessible database
of persons by January 1, 2004, against whom an unresolved finding for
recovery has been issued, and, beginning January 15, 2004, and quarterly
thereafter, to update that database to reflect resolved findings for
recovery reported earlier that quarter by the Attorney General.

Makes the following changes in the Crime Victims Reparations Law:
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--Requires the Attorney General to provide for payment of the
claimant or providers in the amount of an award of reparations
only if the amount of the award is $50 or more.

--Defines a"'clamant™ to include the estate of a deceased victim.

--Excludes as a "collateral source" any money, or the monetary
value of any property, that is received as a benefit from the Ohio
Public Safety Officers Death Benefit Fund.

--Modifies the maximum cumulative "allowable expense" for
required care or counseling of "immediate family members' of a
victim of criminally injurious conduct consisting of a homicide, a
sexual assault, domestic violence, or a severe and permanent
incapacitating injury resulting in paraplegia or smilar life-
threatening condition.

--Permits a "family member" of a victim who died as a proximate
result of criminaly injurious conduct to be reimbursed as an
"allowable expense," up to a specified maximum, for wages lost
and travel expenses incurred to attend criminal justice proceedings
arising from that conduct.

--Generally includes as an "adlowable expense" attorney's fees up
to $2,500, at a maximum allowable rate of $150 per hour, incurred
to successfully obtain a restraining order, custody order, or other
order to physically separate a victim from an offender.

--Increases the maximum allowable charges per funeral of avictim
and includes as "funeral expense' any wages lost or travel
expenses incurred by a "family member" of a victim in order to
attend the victim's funera, cremation, or burid.

--Modifies the definitions of "cost of crime scene cleanup” and
"Immediate family member" and includes a new definition of
"family member."

--Specifies the circumstances in which an award may be made to a
minor dependent of a deceased victim for the dependent's
economic loss or for counseling as described above.
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--Requires a health care provider or medical records company to
provide one copy of a patient's medical records without charge to
the Attorney General in accordance with the Crime Victims
Reparations Awards Law or rules adopted under that Law.

Modifies the definitions of scheme of chance, educational organization,
veteran's organization, fraternal organization, slot machine, charitable
instant bingo organization, and expenses for use in the Gambling Law,
including the Charitable Bingo Law, defines game flare, historic railroad
educational organization, sporting organization, pool not conducted for
profit, and skill-based amusement machine for use in that Law, and
includes historic raillroad educational organization and sporting
organization within the definition of "charitable organization" for that
Law.

Modifies the basis of the license fee for the conduct of instant bingo by
an organization that previously has been licensed b conduct bingo by
basing it on the gross profits received by the charitable organization
during a specified prior one-year period and by modifying the formula
for calculating the amount of that fee.

Prohibits a charitable organization from providing a bingo game operator
any compensation for conducting instant bingo other than at a bingo
session.

Allows an employee of aveteran's organization, fraternal organization, or
gporting organization to sell instant bingo tickets or cards to invited
guests of the veteran's organization or fraternal organization if no portion
of the employee's compensation is paid by bingo receipts.

Permits a charitable organization, a public school, a chartered nonpublic
school, a community school, or a sporting organization that is exempt
from federal income taxation under subsection 501(a) and is described in
subsection 501(c)(3), 501(c)(4), or 501(c)(7) of the Internal Revenue
Code to conduct a raffle to raise money for the organization or schooal,
provides that that organization or school does not need a license to
conduct bingo in order to conduct a raffle drawing that is not for profit,
and prohibits any person that is not one of the above described entities
from conducting araffle drawing that is for profit or a raffle drawing that
Is not for profit.
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Modifies the records that a charitable organization must maintain with
respect to the gross receipts and expenses of each game of instant bingo.

Modifies the procedure for paying the organizational expenses of a
veteran's organization or a fraternal organization for the conduct of
instant bingo and makes those procedures applicable to a sporting
organization.

Modifies the types of organizations for which a veteran's or fraternal
organization may raise money from the sale of instant bingo other than at
a bingo session and with which it must enter into a written contract in
order to conduct instant bingo and makes these provisions applicable to a

sporting agency.

Modifies the provisions dealing with the rules or orders of the Division of
Liquor Control or the Liquor Control Commission prohibiting a
charitable organization that holds a D-4 permit from selling or serving
beer or intoxicating liquor in a portion of its premises used for the
conduct of a charitable bingo game.

Modifies the percentage of net profit from the proceeds of the sae of
instant bingo a veteran's organization or fraternal organization may
distribute for the organization's own charitable purposes and may deduct
and retain for the organization's expenses in conducting the instant bingo
game and makes those percentages applicable to sporting organizations.

Provides that a charitable organization other than a veteran's, fraterna, or
gporting organization must distribute 100% of the net profits from the
sale of instant bingo to certain specified charitable organizations or
governmental entities.

Prohibits a charitable organization from selling or providing any instant
bingo ticket or card for a price different from the price printed on the
instant bingo ticket or card or on the game flare.

Provides that a charitable instant bingo organization is not required to
enter into awritten contract with the owner or lessor of the bingo location
for the conduct of instant bingo other than at a bingo session if the owner
or lessor does not assist in the conduct of the instant bingo and other
conditions are met.
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Allows a volunteer firefighter's organization that is exempt from federa
Income taxation and is described in subsection 501(c)(3) of the Interna
Revenue Code to conduct instant bingo other than at abingo session at a
location where the primary source of retail income from all commercial
activity at that location is the sale of instant bingo tickets if the instant
bingo is conducted at the location where the organization conducts
firefighter training, the organization has conducted instant bingo
continuoudly for at least five years prior to the effective date of the act,
and, during each of those five years, the organization had gross receipts
of at least $1.5 million.

Allows alicensed charitable organization or a bingo game operator to
give any person an instant bingo ticket as a prize.

Increases the fee for a distributor license or a manufacturer license from
$2,500 to $5,000.

Specifically permits the Attorney Genera to perform on site inspections
of manufacturers who are selling bingo supplies or applying for alicense
to do so.

Modifies the definition of "scheme of chance” to include a "pool
conducted for profit" and to specifically exclude a "pool not conducted
for profit."

Tobacco Master Settlement Agreement Law (M SA)

Tobacco product manufacturer escrow deposits

(R.C. 1346.02; Section 172)

Ongoing law requires that tobacco product manufacturers not participating
in the Master Settlement Agreement place into an escrow account 1.67539¢ for
each cigarette sold in the state. (In 2007, this amount increases to 1.88482¢ per
cigarette.) Formerly, to the extent that a tobacco product manufacturer established
that the amount it was required to place into escrow in a particular year was
greater than the state's allocable share of the total payments that the manufacturer
would have been required to make in that year under the Master Settlement
Agreement had it been a participating manufacturer, the excess had to be released
from escrow and reverted back to the manufacturer.
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The act instead provides that the excess must be released to the
manufacturer if the amount the manufacturer was required to place into escrow in
a particular year was greater than the payments that the manufacturer would have
been required to make if the manufacturer was a party to the Agreement.
However, the act reinstates the former refund terms for such escrow accounts if
the amendments made by the act are invalidated by a court of competent
jurisdiction.

Certification requirements for tobacco product manufacturers

(R.C. 1346.04 and 1346.05(A); Section 166; R.C. 1346.01--not in the act)

In_general. The act requires every tobacco product manufacturer whose
cigarettes are sold in this state either directly or through a distributor, retailer, or
other intermediary, to execute and deliver to the Attorney General an annual
certification. The certification must state that, as of its date, the tobacco product
manufacturer is either a participating manufacturer or a nonparticipating
manufacturer in full compliance with the ongoing Tobacco Master Settlement
Agreement (MSA) Law, including full compliance with all quarterly installment
payment requirements, if required to make such payments by an administrative
rule adopted by the Attorney General. The certification must be made under
penalty of falsification, on a form prescribed by the Attorney General, and filed
not later than April 30 of each year.® (A "participating manufacturer" is a
participating manufacturer as defined in section 11(jj) of the Master Settlement
Agreement entered into on November 23, 1998, by the state and leading United
States tobacco product manufacturers, including al amendments to that
agreement. A "nonparticipating manufacturer” is any tobacco product
manufacturer that is not a participating manufacturer.)

Participating _manufacturers. Each participating manufacturer must
include in its certification a list of its brand families. "Brand family” means all
styles of cigarettes sold under the same trademark and differentiated from one
another by means of additional modifiers or descriptors, including, but not limited
to, "menthol," "lights,” "kings,” and "100s." "Brand family" includes cigarettes
sold under any brand name (whether that name is used alone or in conjunction
with any other word), trademark, logo, symbol, motto, selling message,
recognizable pattern of colors, or other indicia of product identification identical
or similar to, or identifiable with, a previous brand of cigarettes. Thirty days
before making any additions to or modifications of its brand families, a

% But, the act provides in uncodified law that a tobacco product manufacturer's first
certification is due within 45 days after the act's effective date.
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participating manufacturer must update its brand family list by executing and
delivering a supplemental certification to the Attorney General.

Nonparticipating _manufacturers. Each nonparticipating manufacturer
must include all of the following in its certification:

(1) A list of al of its brand families and the number of units sold during
the preceding calendar year for each brand family, and a list of all of its brand
families that have been sold in the state at any time during the current calendar
year. "Units sold" means the number of individual cigarettes sold in the state by
the applicable tobacco product manufacturer (whether directly or through a
distributor, retaler, or similar intermediary or intermediaries) during the year in
guestion, as measured by excise taxes collected by the state on packs (or "roll-
your-own" tobacco containers) bearing the excise tax stamp of the state. The list
must indicate, by an asterisk, any brand family that was sold in the state during the
preceding calendar year and that is no longer being sold in the state as of the date
of the certification, and also must identify by name and address any other
manufacturer in the preceding or curent year of the brand families included on the
list. Thirty days before making any additions to or modifications of its brand
families, a nonparticipating manufacturer must update its brand family list by
executing and delivering a supplemental certification to the Attorney General.

(2) A statement that the nonparticipating manufacturer is registered to do
business in Ohio or has appointed an agent for service of process in this state and
provided notice of that appointment as required (see "Agent for_ service of
process,” below).

(3) A certification that the nonparticipating manufacturer has established
and continues to maintain a qualified escrow fund as required under the MSA Law
and that the fund is governed by a qualified escrow agreement executed ly the
nonparticipating manufacturer and approved by the Attorney General. A
"qualified escrow fund' means an escrow arrangement with a federally or state
chartered financial institution having no affiliation with any tobacco product
manufacturer and having assets of at least $1 billion where the arrangement
requires that the financial institution hold the escrowed funds' principal for the
benefit of releasing parties and prohibits the tobacco product manufacturer placing
the funds into escrow from using, a&cessing, or directing the use of the funds
principal except as consistent with the MSA Law.

(4) All of the following information regarding the qualified escrow fund
the nonparticipating manufacturer must establish and maintain under the MSA
Law and the rules adopted under it: (a) the name, address, and telephone number
of the financia institution at which the nonparticipating manufacturer has
established the fund, (b) the account number of the fund and any subaccount
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number for the state, (c) the amount that the nonparticipating manufacturer
deposited in the fund for cigarettes sold in the state during the preceding calendar
year, the date and amount of each deposit, and any evidence or verification the
Attorney General deems necessary to confirm those deposits, and (d) the amount
and date of any withdrawal or transfer of funds the nonparticipating manufacturer
made at any time from any qualified escrow fund into which it ever made
payments under the MSA Law or the rules adopted under it.

(5) A dtatement that the nonparticipating manufacturer is in full
compliance with the ongoing MSA Law, the act's provisions requiring tobacco
product manufacturers to be registered to do business in Ohio or to appoint an
agent for the service of process, and the act's provisions requiring tobacco product
manufacturers to document their sales of cigarettes in Ohio (see "Documentation
of cigarettes sold and taxes paid," below).

Miscellaneous. A participating manufacturer is prohibited from including
a brand family in its certification unless it affirms that the cigarettes in the brand
family must be deemed its cigarettes for the purpose of calculating its payments
under the Master Settlement Agreement for the relevant year in the volume and
shares determined pursuant to the Agreement. A nonparticipating manufacturer is
prohibited from including a brand family in its certification unless the it affirms
that the cigarettes in the brand family must be deemed its cigarettes for the
purpose of the MSA Law. But, the act's certification provisions do not limit, and
cannot be construed to limit, the state's authority to determine that the cigarettesin
a brand family constitute the cigarettes of another tobacco product manufacturer
for the purpose of calculating payments under the Master Settlement Agreement or
for the purpose of the MSA Law.

The act requires each tobacco product manufacturer to maintain all invoices
and documentations of sales and other information relied upon for its certification
for aperiod of at least five years.

Directory of certified tobacco product manufacturers

(R.C. 1346.04 and 1346.05(B); Section 166)

In general. The act requires the Attorney General to develop and publish
on the office's website a directory listing all tobacco product manufacturers that
have provided current and accurate certifications, and all of the brand families
listed in those certifications.!® The Attorney General must update the directory as

19 The act requires in uncodified law that the Attorney General publish the directory
within 90 days after the act's effective date.
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necessary to correct mistakes or to add or remove a tobacco product manufacturer
or brand family to keep the directory in conformity with the act's requirements.

Additions to and removal from the directory. At least ten days before any
tobacco product manufacturer or brand family is added to or removed from the
directory, the Attorney Generd must publish notice of the pending addition or
removal online in the directory and must notify the Tax Commissioner of those
pending changes. Also, at least ten days before the addition or removal, the Tax
Commissioner must transmit by electronic mail or other practicable means to each
stamping agent notice of the pending addition or removal. A "stamping agent" isa
person who is authorized to affix tax stamps to packages or other containers of
cigarettes under the Cigarette Tax Law or a person who is required to pay the
excise tax imposed on cigarettes and other tobacco products under that Law. Each
stamping agent must provide an electronic mail address to the Tax Commissioner
for the purpose of receiving the notifications and must update that address with the
Tax Commissioner as necessary.

Unless an agreement between a stamping agent and a tobacco product
manufacturer otherwise provides, a tobacco product manufacturer that is removed
or whose brand family is removed from the directory must refund to the stamping
agent any money paid by the agent to the manufacturer for cigarettes that are in
the agent's possession at the time the agent receives notice of the pending removal
of the manufacturer or brand family from the directory. The Tax Commissioner
must notify the Attorney General of any tobacco product manufacturer that fails to
make such a refund. The Attorney General must not restore the tobacco product
manufacturer or any brand family of the manufacturer to the directory until the
manufacturer has paid the required refund to the stamping agent. Once the refund
has been paid, the Tax Commissioner must notify the Attorney Genera of that
payment.

The Attorney General must not include or retain in the directory a
nonparticipating manufacturer or a brand family of a nonparticipating
manufacturer if any of the following applies:

The nonparticipating manufacturer fails to provide the required
certification, or the Attorney General determines that a certification
does not comply with the statutory requirements, unless the Attorney
Genera determines, to the Attorney General's satisfaction, that the
violation has been cured.

The Attorney General determines that any escrow payment required
under the MSA Law for any period for any brand family of the
nonparticipating manufacturer, regardless of whether the brand
family is listed by the nonparticipating manufacturer in its
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certification, has not been fully paid into a qualified escrow fund
governed by a qualified escrow agreement that has been approved by
the Attorney General.

The Attorney General determines that the nonparticipating
manufacturer has not fully satisfied any outstanding final judgment,
including interest, for aviolation of the MSA Law.

Agent for service of process

(R.C. 1346.06)

General requirement. The act requires any nonresident or foreign
nonparticipating manufacturer that has not registered to do business in this state as
aforeign corporation or business entity, before having its brand families included
or retained in the directory, to appoint, and to continually engage without
interruption the services of, an agent in Ohio to act as agent for the service of all
process pertaining to any action or proceeding in an Ohio court against the
manufacturer concerning or arising out of the enforcement of the MSA Law. A
nonparticipating manufacturer must provide the Attorney General, to the Attorney
General's satisfaction, with proof of the appointment of, and notice of the name,
address, telephone number, and availability of, the manufacturer's agent. Service
on the nonparticipating manufacturer's agent constitutes legal and valid service of
process on the manufacturer.

Termination circumstances. |f a nonparticipating manufacturer decides to
terminate its agent's appointment, the manufacturer must provide notice of that
termination to the Attorney General 30 calendar days before the termination. In
addition, the manufacturer must provide proof, to the Attorney General's
satisfaction, of the appointment of a new agent not less than five calendar days
before the termination. If a nonparticipating manufacturer's agent decides to
terminate the agency, the manufacturer must provide notice of the termination to
the Attorney General along with proof, to the Attorney General's satisfaction, of
the appointment of a new agent within five calendar days of the termination.

Deemed _appointment. Any nonparticipating manufacturer whose
cigarettes are sold in Ohio and who has not appointed and continually engaged an
agent is deemed to have appointed the Secretary of State as the manufacturer's
agent and may be proceeded against in any action or proceeding in the courts of
this state by service of process on the Secretary of State. However, the deemed
appointment of the Secretary of State as a nonparticipating manufacturer's agent
does not satisfy the requirement that a nonparticipating manufacturer that has not
registered to do business in Ohio appoint an agent for service of process as a
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condition precedent to the existence of an accurate certification permitting the
manufacturer's brand families to be included or retained in the directory.™

Documentation of cigarettes sold and taxes paid

(R.C. 1346.04 and 1346.07(A); Section 166; R.C. 1346.01--not in the act)

Not later than the last day of each month, or less frequently if so directed by
the Tax Commissioner, each stamping agent must submit information for the
previous month or for the relevant time period (if directed by the Tax
Commissioner to make the submissions less frequently) which the Tax
Commissioner requires to facilitate compliance with the provisions of the MSA
Law enacted by the act.'?> The information must include, but is not limited to, a
list by brand family of the total number of cigarettes, or, in the case of roll-your-
own, the equivalent stick count, for which the stamping agent during the period
covered by the report affixed stamps or otherwise paid the tax due. "Roll-your-
own" means any tobacco that, because of its appearance, type, packaging, or
labeling is suitable for use and likely to be offered to, or purchased by, consumers
as tobacco for making cigarettes.

The stamping agent is required to maintain and make available to the Tax
Commissioner al invoices and documentations of sales of all nonparticipating
manufacturer cigarettes, and any other information the agent relies upon in
submitting information to the Tax Commissioner, for a period of five years from
the date of each submission.

1 The provision deeming the Secretary of Sate to be the agent for the service of process
for a nonparticipating manufacturer appears to apply only if the manufacturer isillegally
selling cigarettes in Ohio. R.C. 1346.05 prohibits a tobacco product manufacturer from
selling cigarettes or offering them for sale unless the manufacturer is included in the
directory published by the Attorney General. To be included in the directory, a
nonresident or foreign nonparticipating manufacturer that is not registered to do
business in Ohio must first appoint an agent for the service of process. A
nonparticipating manufacturer that fails to so appoint an agent for the service of process,
then, cannot legally sell cigarettesin this state.

12 But, the act provides in uncodified law that the first such report of a stamping agent to
the Tax Commissioner is due on the last day of the month following the month in which
the act takes effect.
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Reporting and sharing of reported information

(R.C. 1346.07 (B), (C), and (D))

At any time, the Attorney General may require a nonparticipating
manufacturer to provide proof, from the financia institution in which the
manufacturer has established a qualified escrow fund, of the amount of money in
the fund, exclusive of interest, the amount and date of each deposit into the fund,
and the amount and date of each withdrawal from the fund. The Attorney General
also may require a stamping agent or tobacco product manufacturer to submit any
additional information necessary to enable the Attorney General to determine
whether a manufacturer is in compliance with the act's provisions. The
information that the Attorney General may require includes, but is not limited to,
samples of the packaging or labeling of each brand family.

The Tax Commissioner and the Attorney General must share information
received under the act's provisions for the purpose of determining compliance with
and enforcement of those provisions. They also may share information so
received with federal, state, or local agencies for the purpose of enforcement of the
MSA Law or corresponding laws of other states.

Adoption of administrative rules

(R.C. 1346.08)

The act permits the Tax Commissioner and the Attorney General to adopt
administrative rules necessary to implement the act's provisions. Specificdly, the
Attorney General may adopt an administrative rule requiring a tobacco product
manufacturer to make required escrow deposits in quarterly installments during
the year in which the sales covered by the deposits are made. If the Attorney
Genera adopts such arule, the Tax Commissioner may require a tobacco product
manufacturer or a stamping agent to produce information sufficient to enable the
Tax Commissioner and the Attorney General to determine the adequacy of the
amount of an installment deposit.

Criminal prohibitions and penalties

(R.C. 1346.05(C), 1346.10, and 5743.21)

Under the Tobacco Master Settlement Agreement Law. The act prohibits
a person from doing any of the following:

(1) Affixing a tax stamp to a package or other container of cigarettes of a
tobacco product manufacturer or a brand family that is not included in the
directory;
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(2) Selling, offering for sale, or possessing for sale in Ohio cigarettes of a
tobacco product manufacturer or a brand family that is not included in the
directory;

(3) Selling or distributing cigarettes that have had a tax stamp affixed
while the tobacco product manufacturer or brand family of those cigarettes was
not included in the directory;

(4) Acquiring, holding, owning, possessing, transporting, importing, or
causing to be imported cigarettes that the person knows or should know are
intended for distribution or sale in this state and that have had a tax stamp affixed
while the tobacco product manufacturer or brand family of those cigarettes was
not included in the directory;

(5) Acquiring, holding, owning, possessing, transporting, importing, or
causing to be imported cigarettes that the person knows or should know are
intended for distribution or sale in Ohio and that are the cigarettes of a tobacco
product manufacturer or a brand family that is not included in the directory.

A violation of any of these prohibitions generally is a misdemeanor of the
first degree. But, if the offender has a previous conviction for a violation of any of
these prohibitions, the violation is a felony of the fourth degree. Any cigarettes
sold, offered for sale, or possessed for salein violation of any of these prohibitions
are to be considered contraband under the Cigarette Tax Law and are subject to
seizure and forfeiture under that Law. Cigarettes so seized and forfeited cannot be
resold and must be destroyed.

In lieu of or in addition to any of these criminal remedies or the injunctive
remedy or miscellaneous remedies discussed below, upon a determination that a
stamping agent violated any of the prohibitions mentioned above or any rule
adopted under the act's provisions, the Tax Commissioner may revoke the
stamping agent's license. And, in addition to any other penalty, for each violation
of the prohibitions, the Tax Commissioner may impose a fine in an amount not to
exceed the greater of 500% of the retail value of the cigarettes involved or $5,000.
The fine is to be imposed in accordance with the Cigarette Tax Law, and, for the
purpose of this fine, each stamp affixed to a package of cigarettes and each sale or
offer for sale of cigarettes constitutes a separate violation.

Under the Cigarette Tax Law. The act also prohibits a person from (1)
affixing a stamp required by the Cigarette Tax Law to any package that is
produced by a tobacco product manufacturer or is part of a brand family that is not
included in the directory, and (2) selling or offering to sell any roll-your-own
tobacco to any person in Ohio if that tobacco is not included in the directory. Any
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roll-your-own tobacco in the possession of a retail dealer in Ohio is prima facie
evidence of offering to sell to a person in this state.

In addition to any fine or imprisonment provided under the Cigarette Tax
Law, the act specifies that, whenever the Tax Commissioner discovers any
packages to which stamps have been affixed in violation of that Law's
prohibitions, or any roll-your-own tobacco sold or offered for sale in violation of
that Law's prohibitions, the Tax Commissioner may seize the packages or roll-
your-own tobacco, which then are forfeited to the state, and must order their
destruction.

Injunctiverelief and miscellaneous remedies

(R.C. 1346.09; Section 165)

Injunctive _relief.  The Attorney General, on behalf of the Tax
Commissioner, may seek an injunction to restrain a threatened or actual violation
of the act's provisions by a stamping agent and to compel the stamping agent to
comply with those provisions.

Disgorged moneys. |If a court determinesin acriminal or civil action that a
person has violated any of the act's prohibitions or other provisions, the court must
order that person's profits, gain, gross receipts, or other benefit from the violation
to be disgorged and paid to the state's General Revenue Fund.

Recoverable amounts. In any action brought by the state to enforce the
act's provisions, the state is entitled to recover the costs of the investigation, expert
witness fees, court costs, and reasonable attorney's fees.

Cumulative nature. Unless otherwise expressly provided, the remedies
and penalties provided under the MSA Law are cumulative to each other and to
the remedies or penalties available under other Ohio laws.*?

13 The act specifies in uncodified law that, if a court finds any conflict that cannot be
harmonized between the ongoing MSA Law's provisions (R.C. 1346.01 to 1346.03) and
the act's provisions added to the Law (R.C. 1346.04 to 1346.10), the ongoing provisions
control. In addition, if any of the act's provisions added to the Law cause the ongoing
provisions to no longer constitute a qualifying or model statute (as defined in the Master
Settlement Agreement), the act's provision in question is invalid. Finally, if any part of
the act's provisions added to the Law is held to be invalid, unlawful, or unconstitutional,
the remaining portion of those provisions remains valid.
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Collection of moneys due the state

(R.C. 131.02)

Under ongoing law, money collected for the state by state officers,
employees, and agents is to be paid by such persons into the state treasury in the
manner prescribed by the Treasurer of State by rule. The act clarifies that this
requirement also applies to money collected for the state that is to be paid into a
custodial fund of the Treasurer of State. (Custodial funds are in the custody of the
Treasurer of State, but are not part of the state treasury.)

If an amount due the state is not paid within 45 days after payment is due,
continuing law requires the officer, employee, or agent to certify the claim to the
Attorney General for collection. The Attorney General is authorized by the act to
assess the collection cost to the amount due in any manner or amount the Attorney
General prescribes.

Ongoing law specifies that interest accrues on each such claim from the day
on which the claim became due. Under prior law, the interest rate charged was the
base rate per annum for advances and discounts to member banks in effect at the
federal reserve bank in the second federal reserve district. Under the act, the rate
to be charged is the federal short-term rate, as determined by the Tax
Commissioner on October 15 of each year, rounded to the nearest whole number
percent, plus 3%.*

Ongoing law authorizes the Attorney General and the chief officer of the
agency reporting a claim, acting together, to compromise the claim or extend the
time for payment of the claim, if such action isin the "best interests of the state."
The act also permitsthem, if in the best interests of the state, to add fees to recover
the cost of processing checks or other draft instruments returned for insufficient
funds and the cost of providing electronic payment options.

14 "Federal short-term rate" is defined as the rate of the average market yield on
outstanding marketable obligations of the United States with remaining periods to
maturity of three years or less, as determined under section 1274 of the Internal Revenue
Code, for July of the current year (R.C. 5703.47(A), not in the act).
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Prohibiting government entities from contracting with persons against whom an
unresolved finding for recovery has been issued

(R.C.9.24)

On and after January 1, 2004, the act prohibits state agencies and political
subdivisions from awarding a contract for goods, services, or construction, paid
for in whole or in part with state funds, to a person against whom an "unresolved"
finding for recovery has been issued by the Auditor of State.

Under the act, a finding for recovery is unresolved unless one of the
following criteriaapplies:

(1) The money identified in the finding for recovery is certified as paid in
full by the state agency or political subdivision to whom it was owed;

(2) The debtor has entered into a repayment plan that is approved by the
Attorney General and the state agency or political subdivision to whom the money
identified in the finding for recovery is owed. A repayment plan may include a
provision permitting a state agency or political subdivision to withhold payment to
a debtor for goods, services, or construction provided to or for the state agency or
political subdivision pursuant to a contract that is entered into with the debtor after
the date the unresolved finding for recovery was issued;

(3) The Attorney General waives a repayment plan described in (2) above
for good cause;

(4) The debtor and state agency or political subdivision to whom the
money identified in the finding for recovery is owed have agreed to a payment
plan established through an enforceabl e settlement agreement;

(5) The state agency or political subdivision desiring to enter into a
contract with a debtor certifies, and the Attorney General concurs, that all of the
following are true:

Essential services that the state agency or political subdivision are
seeking to obtain from the debtor cannot be provided by any other
person besides the debtor;

Awarding acontract to the debtor for those essential services isin the
best interest of the state;

Good faith efforts have been made to collect the money identified in the
finding for recovery.
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(6) The debtor has commenced an action to contest the finding for
recovery, and afinal determination on the action has not yet been reached.

The act requires the Attorney General to submit an initial report to the
Auditor, by December 1, 2003, indicating the status of collection for all findings
for recovery issued by the Auditor for calendar years 2001, 2002, and 2003.
Beginning on January 1, 2004, the Attorney General must submit to the Auditor,
on the first day of the months of January, April, July, and October, a list of al
findings for recovery that have been resolved during the calendar quarter
preceding the submission of the list and a description of the means of resolution.

Under the act, the Auditor of State must establish a publicly accessible
database by January 1, 2004, of persons against whom an unresolved finding for
recovery has been issued in calendar years 2001, 2002, and 2003, including the
amount identified in the finding. The act requires the Auditor to maintain this
database and, beginning January 15, 2004, to update the database by the fifteenth
day of the months of January, April, July, and October to reflect resolved findings
for recovery that are reported to the Auditor by the Attorney General on the first
day of that same month, as described above.

State agencies and political subdivisions, before awarding contracts using
state funds, are required by the act to verify that the person to whom the contract is
to be awarded does not appear on the Auditor's database.

"Finding for recovery" is defined by the act as a determination issued by the
Auditor that public property has been converted or misappropriated or that public
money has been: illegally expended, collected but not accounted for, or due but
not collected.

Crime Victims Repar ations Awards

(R.C. 2743.191, 2743.51, 2743.60, 2743.65, and 3701.741)

Payment of awards

The Reparations Fund in the state treasury is used for the payment of
awards of reparations granted by the Attorney General under the Crime Victims
Reparations Awards Law. A former provision of that Law required the Attorney
General, in making an award of reparations for victims of crime, to render the
award against the state and to provide for payment of the claimant or providersin
the amount of the award, whatever that amount was. The act, instead, requires the
Attorney General to provide for payment of the claimant or providers in the
amount of the award only if the amount of the award is $50 or more.
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Definitions

The act modifies the definitions of the following terms for purposes of the
Crime Victims Reparations Awards Law.

Claimant. Under continuing law, "claimant” includes a victim who claims
an award of reparations and who, at the time of the criminally injurious conduct:
(1) was aresident of the United States or a resident of a foreign country the laws
of which permits Ohio residents to recover compensation as victims of offenses
committed in that country or (2) had a permanent place of residence in Ohio and
complied with any one of nine specified conditions. "Claimant" includes, among
others, a dependent of a deceased victim. Under the act, "claimant” also includes
the estate of a deceased victim.

Collateral source. Continuing law defines "collateral source" as a source
of benefits or advantages for economic loss otherwise reparable that the victim or
claimant has received, or that is readily available to the victim or claimant, from
any of specified sources. "Collateral source" does not include any money, or the
monetary value of any property, that is subject to R.C. 2969.01 to 2969.06
(Recovery of Offender's Profits or "Son of Sam" Law). The act provides that
"collateral source" aso does not include any money, or the monetary value of any
property, that is received as a benefit from the Ohio Public Safety Officers Death
Benefit Fund.

Allowable expense. Continuing law defines "allowable expense," except
for certain charges, as reasonable charges incurred for reasonably needed products,
services, and accommodations, including those for medical care, rehabilitation,
rehabilitative occupational training, and other remedial treatment and care and
including replacement costs for eyeglasses and other corrective lenses. An
immediate family member (see former definition below) of a victim of criminally
injurious conduct consisting of a homicide, a sexual assault, domestic violence, or
a severe and permanent incapacitating injury resulting in paraplegia or a similar
life-altering condition, who requires psychiatric care or counseling as a result of
that conduct, may be reimbursed for that care or counseling as an allowable
expense through the victim's application. Former law provided that the cumulative
allowable expense for care or counseling of that nature for each family member of
a victim of that type could not exceed $2,500. The act provides that the
cumulative allowable experse for that care or counseling cannot exceed $2,500 for
each immediate family member (see revised definition below) of a victim of that
type and $7,500 in the aggregate for al immediate family members of a victim of
that type.

The act also permits a family member (see new definition below) of a
victim who died as a proximate result of criminaly injurious conduct to be
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reimbursed as an allowable expense through the victim's application for wages lost
and travel expenses incurred in order to attend criminal justice proceedings arising
from that conduct. The cumulative alowable expense for those wages lost and
travel expensesincurred cannot exceed $500 for each family member of the victim
and $2,000 in the aggregate for all family members of the victim.

The act includes as "allowable expense" attorney's fees not exceeding
$2,500, at a rate not exceeding $150 per hour, incurred to successfully obtain a
restraining order, custody order, or other order to physically separate a victim from
an offender, if the dtorney has not received payment under continuing law for
assisting a clamant with an application for an award of reparations. The act
prohibits any attorney from receiving payment under continuing law regarding
payment of attorney's fees for assisting aclaimant with an application for an award
of reparations if that attorney's fees have been allowed as an expense as described
in the preceding sentence.

Funeral expense. Prior law defined "funeral expense" as any reasonable
charges that are not in excess of $5,000 per funeral and are incurred for expenses
directly related to a victim's funeral, cremation, or burial. The act increases the
maximum allowable charges per funeral to $7,500, and includes as "funeral
expense" any wages lost or travel expenses incurred by a family member of a
victim in order to attend the victim's funeral, cremation, or burial. The act further
provides that an award for funeral expenses must be applied first to expenses
directly related to the victim's funeral, cremation, or burial. An award for wages
lost or travel expenses incurred by a family member of the victim cannot exceed
$500 for each family member and cannot exceed in the aggregate the difference
between $7,500 and the expenses that are reimbursed by the program and are
directly related to the victim's funeral, cremation, or burial.

Cost_of crime scene cleanup. Prior law defined "cost of crime scene
cleanup" as reasonable and necessary costs of cleaning the scene where the
criminally injurious conduct occurred, not to exceed $750 in the aggregate per
clam. The act defines "cost of crime scene cleanup” as reasonable and necessary
costs of cleaning the scene and repairing, for the purpose of personal security,
property damaged at the scene, where the criminally injurious conduct occurred,
not to exceed $750 in the aggregate per claim.

Immediate family member. Former law defined "immediate family
member" as an individual who is related to a victim within the first degree by
affinity or consanguinity. The act defines "immediate family member" as an
individual who resided in the same permanent household as a victim at the time of
the criminally injurious conduct and who is related to the victim by affinity or
consanguinity.
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Family member. The act adds "family member" as a new term for
purposes of the Crime Victims Reparations Awards Law and defines "family
member" as an individual who is related to a victim by affinity or consanguinity.

Denial of claim or reduction of award

Continuing law. Continuing law prohibits the Attorney General, a panel of
commissioners, or a judge of the Court of Claims from making an award to a
claimant if any of the following applies:

(1) The victim or the claimant was convicted of a felony within ten years
prior to the criminally injurious conduct that gave rise to the claim or is convicted
of afelony during the pendency of the claim.

(2) It is proved by a preponderance of the evidence that the victim or the
claimant engaged, within ten years prior to the criminally injurious conduct that
gave rise to the claim or during the pendency of the claim, in an offense of
violence, any of the offenses involving trafficking in drugs, or any substantially
similar offense that also would constitute a felony under the laws of Ohio, another
state, or the United States.

(3) The clamant was convicted of endangering children or domestic
violence or of any state law or municipal ordinance substantially similar to either
offense within ten years prior to the criminally injurious conduct that gave rise to
the claim or during the pendency of the claim.

Under continuing law, the Attorney General, a panel of commissioners, or a
judge of the Court of Claims must reduce an award of reparations or deny a claim
for an award to the extent it is determined to be reasonable because of the
contributory misconduct of the claimant or the victim. When the Attorney
General decides whether a claim should be denied because of an alegation of
contributory misconduct, the burden of proof on that issue is upon the claimant if
either (1) the victim was convicted of a felony more than ten years prior to the
criminally injurious conduct that is the subject of the claim or has a record of
felony arrests under the laws of Ohio, another state, or the United States or (2)
there is good cause to believe that the victim engaged in an ongoing course of
criminal conduct within five years or less of the criminally injurious conduct that
Isthe subject of the claim.

Former law. Former law provided that for purposes of the above
provisions, if it is proven by a preponderance of the evidence that the victim
engaged in conduct at the time of the criminally injurious conduct that was a
felony violation of R.C. 2925.11 (possession of drugs), the conduct is presumed to
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have contributed to the criminally injurious conduct and must result in a complete
denial of the claim.

Operation_of the act. The act eliminates the provision described in
"Former _law," above. Instead, it specificaly prohibits the Attorney General, a
panel of commissioners, or a judge of the Court of Claims from making an award
to aclaimant if it is proved by a preponderance of the evidence that the victim at
the time of the criminally injurious conduct that gave rise to the claim engaged in
conduct that was a felony violation of R.C. 2925.11 (possession of drugs) or
engaged in any substantially similar conduct that would constitute a felony under
the laws of Ohio, another state, or the United States.

The act permits the Attorney General, a panel of commissioners, or a judge
of the Court of Claims to make an award to a minor dependent of a deceased
victim for the dependent's economic loss or for counseling required as described
above in "Allowable expense" under 'Definitions” if (1) the minor dependent is
not ineligible as described abowe in "Continuing law" due to the minor
dependent's criminal history and (2) the victim was not killed while engaging in
illegal conduct that contributed to the criminally injurious conduct that gave rise to
the claim. For purposes of this provision and the provisions in continuing law, the
use of illegal drugs by the deceased victim is not deemed to have contributed to
the criminally injurious conduct that gave rise to the claim.

Cap on reparations

Former law provided that reparations payable to a victim and to all other
claimants sustaining economic loss because of injury to or the death of that victim
could not exceed $50,000 in the aggregate. The act provides that if the Attorney
General, a panel of commissioners, or a judge of the Court of Claims reduces an
award as described above in "Continuing law" under "Denial of claim or
reduction of award,” the maximum aggregate amount of reparations payable as
described in the preceding sentence must be reduced proportionately to the
reduction of that award.

Medical records

Continuing law, through December 31, 2004, generally requires each health
care provider and medical records company to provide, upon request, copies of a
patient's medical records, and permits a charge for providing those copies subject
to specified maximum sums. The law also requires a health care provider or
medical records company to provide one copy without charge to specified state
agencies or certain types of patients.
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The act requires a health care provider or medical records company to
provide one copy of a patient's medical records without charge to the Attorney
General in accordance with the Crime Victims Reparations Awards Law and any
rules that may be adopted under that Law.

Gambling and Charitable Bingo L aws

Continuing and prior law as it appears in the act is continuing and prior
law, as enacted or amended by Am. Sub. H.B. 512 of the 124th General Assembly.

Sporting organizations

(RC. 291501(H) and (CCC), 2915.08(A)(2)(d), 2915.09(D)(3),
2915.091(A)(2)(b), 2915.092, 2915.101(A), and 2915.13)

The act includes within the definition of "charitable organization" a
"sporting organization" that is exempt from federal income taxation under
subsection 510(a) and described in subsection 501(c)(9) of the Internal Revenue
Code thereby alowing a sporting organization to obtain a license to conduct
bingo, instant bingo at a bingo session, and instant bingo other than at a bingo
session. The act also generally treats "sporting organizations' within the
Charitable Bingo Law the same as veteran's organizations and fraternal
organizations.

The act defines a "sporting organization" as a hunting, fishing, or trapping
organization, other than a college or high school fraternity or sorority, that is not
organized for profit, that is affiliated with a state or national sporting organization,
including, but not limited to, the Ohio League of Sportsmen, and that has been in
continuous existence in this state for a period of three years.

Historic railroad educational organization

(R.C. 2915.01(H) and (ZZ))

The act includes within the definition of "charitable organization” a
"historic railroad educational organization" thereby allowing a historic railroad
educational organization to obtain a license to conduct bingo, instant bingo at a
bingo session, and instant bingo other than at a bingo session.

Prohibition against schemes of chance

(R.C. 2915.01(C), (AAA), and (BBB) and R.C. 2915.02--not in the act)

Continuing law prohibits any person from establishing, promoting,
operating, or knowingly engaging in conduct that facilitates any game of chance
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conducted for profit or any scheme of chance. The act modifies the definition of
"scheme of chance" to include a "pool conducted for profit" and to specifically
exclude a "pool not conducted for profit" and a "skill-based amusement machine.”
The result of this modification is that a person continues to be prohibited from
establishing, promoting, operating, or knowingly engaging in conduct that
facilitates a pool conducted for profit but is not prohibited from engaging in such
activity with respect to a pool not conducted for profit or to a skill-based
amusement machine. The act defines a "pool not conducted for profit" as a
scheme in which a participant gives a valuable consideration for a chance to win a
prize and the total amount of consideration wagered is distributed to a participant
or participants. (See "Skill-based amusement machine," below.)

Bingo license fees

(R.C. 2915.08(A)(1)(b))

Under continuing law that is modified by the act, the license fee to conduct
instant bingo at a bingo session or instant bingo other than at a bingo session for a
charitable organization that previously has been licensed to conduct bingo was
based upon the total of all money or assets received by a person or the charitable
organi zation from the operation of instant bingo at a bingo session or instant bingo
other than at a bingo session during the one-year period ending on October 31 of
the year preceding the year for which the license was sought. Under the act, the
license fee to conduct instant bingo at a bingo session or instant bingo other than
at a bingo session for such an organization is based upon the gross profits received
by the charitable organization from the operation of instant bingo at a bingo
session or instant bingo other than at a bingo session during the previously
described year.

Under the act, the license fee to conduct instant bingo at a bingo session or
instant bingo other than at a bingo session that is based upon the gross profits
recelved by the charitable organization from the operation of instant bingo at a
bingo session or instant bingo other than at a bingo session are as follows
(language in italicsis added by the act):

(1) $500, if the total is $50,000 or less;

(2) $1,250 plus one-fourth per cent of the gross profit, if the total is more
than $50,000 but less than $250,001 (reduced from $300,001);

(3) $2,250 plus one-half per cent of the gross profit, if the total is more
than $250,000 but less than $500,001 (reduced from $300,000 and $600,001);
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(4) $3,500 plus one per cent of the gross profit, if the total is more than
$500,000 (reduced from $600,000) but less than $1,000,001;

(5) $5,000 plus one per cent of the gross profit, if the total is $1 million or
more.

Compensation of bingo game operators

(R.C. 2915.09(D))

Continuing law prohibits a charitable organization from providing to a
bingo game operator, and prohibits a bingo game operator from receiving or
accepting, any commission, wage, salary, reward, tip, donation, gratuity, or other
form of compensation, directly or indirectly, regardless of the source, for
conducting bingo or providing other work or labor at the site of bingo. This
prohibition does not prohibit an employee of a fraternal or veteran's organization
from selling instant bingo tickets or cards to the organization's members, as long
as no portion of the employee's compensation is paid from any bingo receipts.

The act continues the above provision and also prohibits a charitable
organization from providing to a bingo game operator any commission, wage,
salary, reward, tip, donation, gratuity, or other form of compensation, directly or
indirectly, regardliess of the source, for conducting instant bingo other than at a
bingo session at the site of instant bingo other than at a bingo session. The act also
provides that the above prohibitions do not prohibit an employee of a fraternal
organization, a veteran's organization, or a sporting organization from selling
instant bingo tickets or cards to the organizations invited guests so long as no
portion of the employee's compensation is paid from any receipts of bingo.

Conducting instant bingo

(R.C. 2915.01(Y'Y) and 2915.091(A)(2)(b), (6), and (12))

Continuing law provides that a charitable organization is prohibited from
conducting instant bingo unless either of the following apply:

(@ The organization is, and has received from the Internal Revenue
Service a determination letter that is currently in effect stating that the
organization is, exempt from federal income taxation under subsection 501(a), is
described in subsection 501(c)(3) of the Internal Revenue Code, is a charitable
organization as defined in the Gambling Law, is in good standing in the state
pursuant to R.C. 2915.08, and is in compliance with the Charitable Organization
Law.
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(b) The organization is, and has received from the Internal Revenue
Service a determination letter that is currently in effect stating that the
organization is exempt from federal income taxation under subsection 501(a), is
described in subsection 501(c)(8), 501(c)(10), or 501(c)(19) of the Interna
Revenue Code, and conducts instant bingo under R.C. 2915.13.

The act includes an organization that is described in subsection 501(c)(7) of
the Internal Revenue Code and a veteran's organization described in subsection
501(c)(4) of the Internal Revenue Code in (b) above, so an organization described
in subsection 501(c)(7) of the Internal Revenue Code and a veteran's organization
that is described in subsection 501(c)(4) of the Internal Revenue Code may
conduct instant bingo if it has received a determination letter from the Internal
Revenue Service.

Continuing law also prohibits a charitable organization that conducts
instant bingo from selling or providing any instant bingo ticket or card for a price
different from the price printed on it by the manufacturer. The act modifies this
prohibition by providing that a charitable organization is prohibited from selling or
providing any instant bingo ticket or card for a price different from the price
printed on it by the manufacturer on either the instant bingo ticket or card or on
the game flare. The act defines "game flare" as the board or placard that
accompanies each deal of instant bingo tickets and that has printed on or affixed to
it the following information for the game: (1) the name of the game, (2) the
manufacturer's name or distinctive logo, (3) the form number, (4) the ticket count,
(5) the prize structure, including the number of winning instant bingo tickets by
denomination and the respective winning symbol or number combinations for the
winning instant bingo tickets, (6) the cost per play, and (7) the serial number of the
game.

Under continuing law, a charitable organization is prohibited from allowing
instant bingo tickets or cards to be sold to bingo game operators who are
performing work or labor at a premises at which the organization sells instant
bingo tickets or cards or to be sold to employees of a D permit holder who are
working at a premises at which instant bingo tickets or cards are sold on behalf of
the organization as described in R.C. 4301.03(B). The act removes from the
above provision the phrase "who are performing work or labor" at a premises at
which the organization sells instant bingo tickets or cards and removes the
reference to the organization as described in R.C. 4301.03(B). The act also
provides that the above described prohibition does not prohibit a licensed
charitable organization or a bingo game operator from giving any person an instant
bingo ticket as a prize.
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Raffles
(R.C. 2915.092)

Under prior law, a charitable organization could conduct a raffle to raise
money for the charitable organization and did not need a license to conduct bingo
in order to conduct a raffle drawing. But it could not conduct a raffle unless that
organization was, and had receilved from the Internal Revenue Service a
determination letter that was currently in effect stating that the organization was,
exempt from federal income taxation under subsection 501(a) and was described
in subsection 501(c)(3) of the Internal Revenue Code. The act permits a charitable
organization, a public school, a chartered nonpublic school, a community school,
or a sporting organization that is exempt from federal income taxation under
subsection 501(a) and is described in subsection 501(c)(3), 501(c)(4), or 501(c)(7)
of the Internal Revenue Code to conduct a raffle to raise money for the
organization or school and states that such an entity does not need a license to
conduct bingo in order to conduct araffle drawing that is not for profit.

Prior law prohibited a charitable organization from conducting a raffle
unless the organization was, and had received from the Internal Revenue Code a
determination letter that was currently in effect stating that the organization was
exempt from federal income taxation under subsection 501(a) and described in
501(c)(3) of the Internal Revenue Code, prohibited a charitable organization from
conducting more than 36 raffles during a calendar year, prohibited a person from
being compensated directly or indirectly for assisting in the conduct or operation
of araffle, prohibited a raffle drawing from being conducted on premises other
than premises that a charitable organization uses for its charitable programs, and
required a person to use, give, donate, or otherwise transfer the net profit from a
raffle to a charitable organization described in R.C. 2915.01(Z). The act removes
these provisions and prohibits, except the organizations described in the prior
paragraph, a person from conducting araffle drawing that is for profit or a raffle
drawing that is not for profit. A person who violates this provision is guilty of
illegal conduct of araffle, amisdemeanor of the first degree, or, if the offender has
previously been convicted of a violation of R.C. 2915.092, a felony of the fifth
degree.

Requlation of a " charitable instant bingo organization"

(R.C. 2915.093(C), (D), or (G))

Continuing law requires a charitable instant bingo organization that
conducts instant bingo other than at a bingo session to enter into a written contract
with the owner or lessor of the location at which the instant bingo is conducted to
alow the owner or lessor to assist in the conduct of the instant bingo. The act
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provides that a charitable instant bingo organization that conducts instant bingo
other than at a bingo session is not required to enter into a written contract with the
owner or lessor of the location at which the instant bingo is conducted provided
that the owner or lessor is not assisting in the conduct of the instant bingo other
than at a bingo session and provided that the conduct of the instant bingo other
than at a bingo session at that location is not more than five days per calendar year
and not more than ten hours per day.

Continuing law aso prohibits a charitable instant bingo organization from
conducting instant bingo other than at a bingo session at a location where the
primary source of retail income from all commercial activity at that location is the
sale of instant bingo tickets. The act exempts from this prohibition a volunteer
firefighter's organization that is exempt from federal income taxation under
subsection 501(a) and described in subsection 501(c)(3) of the Internal Revenue
Code, that conducts instant bingo other than at a bingo session on the premises
where the organization conducts firefighter training, that has conducted instant
bingo continuously for at least five years prior to the effective date of this
provision and that, during each of those five years, had gross receipts of at least
$1,500,000.

Maintenance of records

(R.C. 2915.10(A))

Under continuing law, a charitable organization that conducts a bingo
session or a game of chance is required to maintain for at least three years an
itemized list of the gross receipts of each bingo session, each game of instant
bingo by serial number, each raffle, each punch board game, and each game of
chance. The act continues this requirement but modifies the provision by
requiring that the charitable organization maintain an itemized list of the gross
profits of each game of instant bingo by serial number.

Distribution of the net profits from the proceeds of the sale of instant
bingo

(R.C. 2915.101)

Continuing law modified by the act provides requirements for how a
charitable organization must distribute the net profit from the proceeds of the sale
of instant bingo. A charitable organization other than a veteran's organization or a
fraternal organization that conducts instant bingo was required to distribute the net
profit from instant bingo as follows: (a) a minimum of 70% of the net profit to an
organization that was described in subsection 509(a)(1), 509(a)(2), or 509(a)(3) of
the Internal Revenue Code and was either a governmental unit or an organization
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that was tax exempt under subsection 501(a) and described in subsection 501(c)(3)
of the Internal Revenue Code and (b) 30% of the net profit could be deducted and
retained by the organization for its expenses in conducting the instant bingo game.
If a charitable organization did not retain the full percentage specified in (b) for
the purposes specified, the balance of the net profit not retained for that purpose
had to be distributed to an organization described in (a). The act clarifies that the
distribution requirements apply to the ret profit "from the proceeds of the sale of
instant bingo" and provides that a charitable organization other than a veteran's
organization, a sporting organization, or a fraternal organization must distribute
100% of the net profit from the proceeds of the sale of instant bingo to an
organization that is described in (a) above.

Prior law also specified that a charitable organization other than a veteran's
or fraternal organization was not required to itemize its expenses. The act
removes this provision from the law.

Under continuing law that is modified by the act, if a veteran's organization
or afraternal organization conducted instant bingo, the organization was required
to distribute the net profit as follows: (a) a minimum of 50% had to be distributed
to an organization that is described in R.C. 2915.01(Z)(1) or to a department or
agency of the federal government, the state, or any political subdivision, (b) 15%
could be distributed for the organization's own charitable purposes, and (c) 35%
could be deducted and retained by the organization for the organization's expenses
in conducting the instant bingo game. The act modifies the percentages by
providing that a veteran's organization, fraternal organization, or sporting
organization may distribute 5% of the net profit from the proceeds of the sale of
instant bingo for the organization's own charitable purposes, and may deduct and
retain 45% for the organization's expenses in conducting the instant bingo game.

Prior law aso provided that a veteran's organization or a fraternal
organization was not required to itemize the organization's expenses. The act
removes this provision and instead requires a veteran's organization, a fraternal
organization, or a sporting organization to pay the expenses that are directly for
the conduct of instant bingo by check from the checking account devoted
exclusively to the bingo session or game and permits such an organization to
deduct and retain the remainder of the 35% of the net profit from the proceeds of
the sale of instant bingo that is for the organization's expenses in conducting the
instant bingo game and to transfer that remainder into the organization's general
account.
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Veteran's, fraternal, or sporting organization conduct of instant bingo

(R.C. 2915.13)

Continuing law that is modified by the act provided that a veteran's
organization or a fraternal organization authorized to conduct a bingo session
pursuant to the Gaming Law could conduct instant bingo other than at a bingo
session if al of the following applied: (1) the veteran's organization or fraternal
organization limited the sale of instant bingo to ten consecutive hours per day for
up to six days per week, (2) the veteran's organization or fraternal organization
limited the sale of instant bingo to its own premises and to its own members and
invited guests, and (3) the veteran's organization or fraternal organization was
raising money for a charitable organization and executed a written contract with
the charitable organization. The act makes these provisions apply to a sporting
organization. The act aso modifies (3) above by requiring that a veteran's
organization, fraternal organization, or sporting organization raise money for an
organization that is described in subsection 509(a)(1), 509(a)(2), or 509(a)(3) of
the Internal Revenue Code and is either a governmental unit or a state organization
that is exempt from federal income taxation under subsection 501(a) and described
in subsection 501(c)(3) of the Internal Revenue Code that is in good standing in
this state and executes the required contract with that organization.

Continuing law that is modified by the act also provides that if a veteran's
organization or fraternal organization authorized to conduct instant bingo is raising
money for another charitable organization, the veteran's organization or fraternal
organization must execute a written contract with that charitable organization in
order to conduct the instant bingo. The act modifies this provision in a manner
consistent with the change described in the prior paragraph including making this
provision apply to sporting organizations.

The act makes the remaining provisions of law that regulate a veteran's or
fraternal organization's conduct of instant bingo aso apply to sporting
organizations.

Liquor law changes

(R.C. 4301.03 and 4303.17)

Continuing law provides that no rule or order of the Division of Liquor
Control or the Liquor Control Commission may prohibit a charitable organization
that holds a D-4 permit from selling or serving beer or intoxicating liquor under its
permit in a portion of its premises merely because that portion of its premises is
used at other times for the conduct of a charitable bingo game. The act clarifies
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that this provision applies to the conduct of a bingo game as described in R.C.
2915.01(S) (includes bingo, instant bingo, punch boards, and raffles).

Continuing law also provides that a charitable organization must not sell or
serve beer or intoxicating liquor or permit beer or intoxicating liquor to be
consumed or seen in the same location in its premises where a charitable bingo
game is being conducted while the game is being conducted. The act limits this
provision to the conduct of a bingo game as described in R.C. 2915.01(S)(1) (does
not include instant bingo, punch boards, and raffles).

Prizes
(R.C. 2915.09(C)(5))

Continuing law prohibits a charitable organization that conducts a bingo
game as described in R.C. 2915.01(S)(1) from paying out more than $3,500 in
prizes during any bingo session that is conducted by the charitable organization.
The act modifies this prohibition by prohibiting the organization from paying out
more than $3,500 in prizes for bingo games described in R.C. 2915.01(S)(1) and
provides that "prizes' does not include awards from the conduct of instant bingo.

License fee for manufacturers and distributors of bingo supplies

(R.C. 2915.081(B) and 2915.082(B))

Continuing law allows the Attorney General to issue a distributor license or
manufacturer license to any person that meets the prescribed requirements. Under
prior law, the annual fee for the license was $2,500. The act increases that fee to
$5,000.

Contract for conduct of instant bingo other than at a bingo session

(R.C. 2915.095)

Continuing law provides that the Attorney General, by rule, must adopt a
standard contract to be used by a charitable instant bingo organization, a veteran's
organization, or afraternal organization for the conduct of instant bingo other than
a a bingo session. The act includes "sporting organization" within the
organizations that use the standard contract.
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Definitions
(R.C. 2915.01(H), (J), (K), (M), (LL), (Z2), (AAA), and (CCC))

Educational organization. Continuing law modified by the act defined an
educational organization as any organization within Ohio that was not organized
for profit, the exclusive purpose of which was to educate and develop the
capabilities of individuals through instruction, and that operated or contributed to
the support of a school, academy, college, or university. The act modifies this
definition by replacing "exclusive" with "primary" and specifies that the purpose
of the organization is to educate and develop the capabilities of individuals
through instruction by means of operating or contributing to the support of a
school, academy, college, or university (replaces a requirement that it operate or
contribute to such support).

Veteran's organization. The act modifies the definition of veteran's
organization by including within the definition the state headquarters of a national
veteran's association, providing that the state headquarters (and also an individual
post or auxiliary unit) must have been in continuous existence in this state for at
least two years, removing the requirement that an individual post or auxiliary unit
of a national veteran's organization be incorporated as a nonprofit corporation for
at least two years, and requiring that the state headquarters must have received a
letter from the national veteran's association indicating that the state headquarters
isin good standing with the national veteran's association.

Fraternal organization. The act includes within the definition of "fraternal
organization" any not-for-profit state headquarters that is a branch, lodge, or
chapter of a national or state organization, that exists exclusively for the common
business or sodality of its members, and that has been in continuous existence in
Ohio for aperiod of five years.

Expenses. The act includes within the definition of "expenses' the
reasonable amount of gross profit actually expended for expenses for maintaining
and operating a charitable organization's facilities, including, but not limited to, a
post home, club house, lounge, tavern, or canteen and any grounds attached to the
post home, club house, lounge, tavern, or canteen.

Historic railroad educational organization. The act defines "historic
railroad educational organization,” for the purposes of the Gambling Law, as an
organization that is exempt from federal income taxation under subsection 501(a)
and described in subsection 501(c)(3) of the Internal Revenue Code, that ownsin
fee smple the tracks and the right of way of a historic ralroad that the
organization restores or maintains and on which the organization provides
excursions as part of a program to promote tourism and educate visitors regarding
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the role of railroad transportation in Ohio history, and that received as donations
from a charitable organization that holds a license to conduct bingo under the
Gambling Law an amount equal to at least 50% of that licensed charitable
organization's net proceeds from the conduct of bingo during each of the five years
preceding June 30, 2003. "Historic railroad” means all or a portion of the tracks
and right of way of arailroad that was owned or operated by a for-profit common
carrier in this state at any time prior to January 1, 1950.

Charitable organization. The act includes within the definition of
"charitable organization" that applies to the Gambling Law any tax exempt
"historic railroad educational organization® and a "sporting organization."
Generally, an organization is tax exempt if it is, and has received from the IRS a
determination letter that is currently in effect stating that the organization is,
exempt from federal taxation under subsection 501(a) and described in subsection
501(c)(3), (4), (8), (10), or (19) of the Internal Revenue Code. A "sporting
organization” must be tax-exempt under subsection 501(a) and described in
subsection 501(c)(7) of the Internal Revenue Code.

Skill-based amusement machine. The act defines a skill-based amusement
machine as a skill-based amusement device, such as a mechanical, electronic,
video, or digital device, or machine, whether or not the skill-based amusement
machine requires payment for use through a coin or bill validator or other payment
of consideration or value to participate in the machine's offering or to activate the
machine, provided that all of the following apply:

(& The machine involves a task, game, play, contest, competition, or
tournament in which the player actively participates in the task, game, play,
contest, competition, or tournament.

(b) The outcome of an individual's play and participation is not determined
largely or wholly by chance.

(c) The outcome of play during a game is not controlled by a person not
actively participating in the game.

"Task," "game," and "play" mean one event from the initial activation of
the machine until the results of play are determined without payment of additional
consideration. An individual utilizing a machine that involves a single task, game,
play, contest, competition, or tournament may be awarded prizes based on the
results of play. Advance play for a single task, game, play, contest, competition,
or tournament participation may be purchased. The cost of the contest,
competition, or tournament participation may be greater than a single non-contest,
competition, or tournament play. To the extent that the machine is used in a
contest, competition, or tournament, that contest, competition, or tournament has a
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defined starting and ending date and is open to participants in competition for
scoring and ranking results toward the awarding of prizes that are stated prior to
the start of the contest, competition, or tournament.

The act also provides that a skill-based amusement machine is not a
"scheme of chance" or a"slot machine.”

Miscellaneous

(R.C. 2915.09(A))

Continuing law requires a charitable organization that conducts bingo to
use all of the gross receipts from bingo for paying prizes and for other specific
listed expenses. It does not specifically refer to using any part of the gross receipts
for charitable purposes. Continuing law also specifically requires such an
organization to use all of the net profit from bingo, other than instant bingo, for a
charitable purpose listed in its bingo license application and described in R.C.
2915.01(2) or to distribute all of the net profit derived from instant bingo as stated
in its bingo license application and in accordance with R.C. 2915.101.

The act ecificaly states that the requirements for the use of the gross
receipts from bingo are subject to the requirements for the use of the net profit
from bingo and instant bingo thereby clarifying that the net profit can be used for
the statutorily listed charitable purposes. It aso replaces "net profit derived from
instant bingo" with "net profits from the proceeds of the sale of instant bingo,"
which is the defined term used in the statutory provisions that regulate the use of
the proceeds of instant bingo.

AUDITOR OF STATE

Requires (rather than permits) the Auditor of State to provide, operate,
and maintain a uniform and compatible computerized financial
management and accounting system known as the "uniform accounting
network."

Authorizes the Auditor of State to provide additional training or
educational programs either alone or in collaboration with other public or
private entities.

Expands the time period within which the Auditor of State must hold
training programs for newly elected local officials.
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Uniform accounting network

(R.C. 117.101)

Under prior law, the Auditor of State was authorized to establish and
maintain a uniform and compatible computerized financial management and
accounting system known as the "uniform accounting network." The act requires
the Auditor of State to provide, operate, and maintain this network. (In
accordance with ongoing law, the network must be designed to provide public
offices, other than state agencies and the Ohio education computer network and
public schooal districts, with efficient and economical access to data processing and
management information facilities and expertise.)

Training programs

(R.C. 117.44)

Under continuing law, the Auditor of State provides specified training
programs for newly elected township clerks, city auditors, and village clerks, as
well as an annual continuing education training program for village clerks. The
training programs are designed to enhance local officials background and working
knowledge of government accounting, budgeting and financing, financial report
preparation, and the Auditor of State's rules. Any other interested person also may
attend a training program upon payment of a registration fee. The act authorizes
the Auditor of State's office, alone or in collaboration wth any other public or
private entity, to provide any other appropriate training or educational programs.
Funding for these programs is to be derived from the ongoing State Training
Program Fund made up of participants registration fees.

The training programs for newly elected township clerks, city auditors, and
village clerks formerly were conducted after the general election between
December 1 and February 15. The act extends this period to April 1.

OHIO BALLOT BOARD

Specifies that the term of office for any member of the Ohio Ballot Board
who also is a member of the General Assembly and who was appointed
to the Board by an authorized officer of the General Assembly ends on
the earlier of (1) the expiration of the term for which the member was
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gppointed to the Ballot Board or (2) the expiration of the member's
Genera Assembly term.

Membership term for certain members of the Ohio Ballot Board

(R.C. 3505.061)

Continuing law requires the Ohio Ballot Board to prescribe the language to
be printed on the questions and issues ballot for constitutional amendments
proposed by the General Assembly and to prepare the arguments and explanations
for certain statewide issues. The Board consists of the Secretary of State and four
appointed members; no more than two of the appointed members may be of the
same political party. The following persons must each appoint one member of the
Board: the President of the Senate, the Minority Leader of the Senate, the Speaker
of the House of Representatives, and the Minority Leader of the House of
Representatives. Each appointment must be made no later than the last Monday in
January in the appropriate year. If any appointment is not made, the Secretary of
State must appoint as many qualified members associated with the appropriate
political party as necessary. The term of office for those appointed members is
four years, with each term ending on the first Monday in February. Any vacancy
on the Board isto befilled in the manner provided for original appointments.

The act changes the term of office for members of the Board who also are
members of the General Assembly. Under the act, if a member of the Genera
Assembly is appointed to the Board by any of the four authorized Generd
Assembly officers, the member's Board term ends on the earlier of (1) the ending
date of the Board term for which the member was appointed or (2) the ending date
of the member's term as a member of the General Assembly. Thus, a Board term
for a member of the House of Representatives can be no longer than two years, to
correspond with the ending date of the member's House of Representatives term.
Appointments to fill any vacancies arising from the different ending dates of
General Assembly and Board terms are to be filled in accordance with ongoing
law.

OHIO BARBER BOARD

Increases fees collected by the Ohio Barber Board related to licensure of
barbers, barber shops, barber schools, barber teachers, and barber
applicants and students.
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Feeincreases

(R.C. 4709.12)

The Ohio Barber Board collects fees related to licensure of barbers, barber
shops, barber schools, barber teachers, and barber applicants and students. The act
increases these specified fees; however, under continuing law, the Barber Board,
subject to approval by the Ohio Controlling Board, retains the ability to charge
fees in excess of the amount specified by up to 50% of the specified new amounts.
Under the act, the increases in specified fees and those persons to whom the fees
apply are asfollows:

Barber license and barber shop license Fees
Barber license examination application from $60 to $90
Application to retake any part of the barber from $30 to $45
license examination
Initial barber license from $20 to $30
Biennial renewal of barber license from $75 to $110
Restoration of an expired barber license from $50 to $75
for each year expired
Maximum fee for restoration of expired from $460 to $690
barber license
Issuance of barber license by reciprocity from $200 to $300
Providing license information about an from $25 to $40
applicant upon request of the applicant
I ssuance of duplicate barber or barber shop license from $30 to $45
I ssuance of barber shop license, inspection of from $75 to $110
new barber shop, change of ownership, or reopening
facilities formerly a barber shop
Biennial renewal of barber shop license from $50 to $75
Restoration of barber shop license from $75 to $110

Barber school license Fees
Inspection of new or of relocated licensed from $500 to $750
barber school premises
Initial or renewal barber school license from $500 to $1,000
Restoration of barber school license from $600 to $1,000
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Barber student registration and teacher licensure Fees

Barber student registration from $25 to $40
Examination and issuance of initial biennia barber from $125 to $185
teacher license (eliminates fee for "assistant teachers”")

Renewal of barber teacher license (eliminates fee from $100 to $150
for "assistant teachers’)

Restoration of barber teacher license/fee per from $150/$40 to
year license expired (eliminates restoration $225/$60

amount/fees for "assistant teachers")

Maximum fee for restoration of expired barber teacher | from $300 to $450
license (eliminates fee for "assistant teachers')

OFFICE OF BUDGET AND MANAGEMENT

Repeals (1) a requirement that the Office of Budget and Management
(OBM), after enactment of an act containing appropriations of federal
funds, provide a list of the federal programs associated with the
appropriations, and (2) a general statement that a state agency is not
required to obtain an executive order to participate in a federal program
appearing on that li<.

Modifies a prohibition regarding state agency expenditure of federal
funds, to provide that an appropriation authorizes such expenditure even
if it does not identify the federal program that is the source of the funds.

Reestablishes the Family Services Stabilization Fund.

Permits the transfer to the General Revenue Fund (GRF) of specified
amounts that otherwise would have been transferred from the Tobacco
Master Settlement Agreement Fund to the Tobacco Use Prevention and
Cessation Trust Fund and to the Education Facilities Trust Fund in FY
2004, and requires reimbursement from the Tobacco Master Settlement
Agreement Fund in FY 2015 of the amount not transferred to the
Tobacco Use Prevention and Cessation Trust Fund in FY 2004 due to the
GREF transfer.

Eliminates the reimbursements required from the Tobacco Master
Settlement Agreement Fund in FYs 2013 and 2014, of any amounts
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diverted from Ohio's Public Health Priorities Trust Fund in FY's 2002 and
2003.

Would have required a state agency operating a state institutional facility
that the Governor believed should be closed to conduct a survey and
analysis of client needs to ensure those needs would be met during the
trangtion and in the client's new setting, and to submit that analysis,
devoid of client identification, to the General Assembly at least two
months before the closing (VETOED).

Federal funds reports and expenditures

(R.C. 131.35 and 131.38 (repealed))

The act repeals a requirement that, within 60 days after the effective date of
an act appropriating any federal funds, the Office of Budget and Management
(OBM) provide a list identifying the specific federal programs associated with
those funds, by state agency, to the Speaker of the House of Representatives, the
President of the Senate, and the Chairpersons of the House and Senate Finance
Committees. The act also repeals a general statement that a state agency is not
required to obtain an executive order to participate in afederal program appearing
on that OBM list.

The act additionally affects a prohibition pertaining to expenditures of
federa funds that have been credited to state funds from which the Controlling
Board may transfer excess cash balances. Under ongoing lav modified by the act,
a state agency is prohibited from expending those federal funds unless authorized
(1) by a specific appropriation identifying the federal program that is the source of
the funds, (2) by the OBM list identifying the associated federal programs (as
described above), (3) by the Controlling Board under continuing statutory
authority, or (4) by executive order, and until OBM has approved an allotment.
The act removes altogether the references to the OBM list in (2), above, and
provides that an appropriation authorizes spending even if it does not identify the
federal program that isthe source of the funds.

The Family Services Stabilization Fund

(R.C. 131.41)

The act reestablishes the Family Services Stabilization Fund in the state
treasury, as it existed before its elimination by Am. Sub. H.B. 94 of the 124th
General Assembly. The act provides that the Fund is to contain money deposited
into it pursuant to acts of the General Assembly, and specifies that any of the
Fund'sinvestment earnings are to be credited to the Fund.
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Under the act, if there are identified shortfalls for family service activities,*
the Director of Budget and Management, with advice from the Director of Job and
Family Services, may transfer money from the Fund into the General Revenue
Fund for the Department of Job and Family Services (ODJFS). Before such a
transfer can be made, the Director of Budget and Management is required to
exhaust the possibilities for monetary transfers within ODJFS.

The act specifically prohibits using this type of transfer to fund policy
changes not contemplated by acts of the General Assembly.

Transfer and reimbursement of tobacco revenue

(R.C. 183.02; Section 138)

Ongoing law provides that a certain percentage of the amount credited to
the Tobacco Master Settlement Agreement Fund in FY 2004 be transferred to the
Tobacco Use Prevention and Cessation Trust Fund and that a certain amount be
transferred to the Education Facilities Trust Fund. The act permits the Director of
Budget and Management, on or before June 30, 2004, to transfer to the General
Revenue Fund specified amounts that otherwise would be transferred to the
Tobacco Use Prevention and Cessation Trust Fund and to the Education Facilities
Trust Fund. In addition, it requires the Director to transfer to the Tobacco Use
Prevention and Cessation Trust Fund, from amounts credited to the Tobacco
Master Settlement Agreement Fund in FY 2015, the amount not transferred to the
Tobacco Use Prevention and Cessation Trust Fund from the Tobacco Master
Settlement Agreement Fund in FY 2004 due to the act.

The act also eliminates the requirement that any amounts not transferred to
Ohio's Public Health Priorities Trust Fund in FY's 2002 and 2003 due to H.B. 405
and S.B. 242 of the 124th General Assembly be reimbursed from the Tobacco
Master Settlement Agreement Fund in FY's 2013 and 2014, respectively. (H.B.
405 and S.B. 242 authorized the diversion of those transfers to the General
Revenue Fund for those years.)

State agency " needs' analysesfor facility closures

(R.C. 107.31)

The Governor vetoed a provision that would have provided a statutory
requirement concerning the needs of clients served by a state institutional facility

15 Shortfalls may be due to higher caseloads, federal funding changes, and unforeseen
costs due to significant state policy changes.
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that the Governor believed should be closed. It would have required the agency
operating the facility to conduct a survey and analysis of the needs of each client
housed at the facility to ensure that the client's identified needs would be met
during the transition and in the client's new setting. A copy of the analysis, devoid
of any client identifying information, as well as the agency's proposal for meeting
the clients' needs, would have been required to be submitted to the General
Assembly at least two months before the closing.

BOARD OF CAREER COLLEGESAND SCHOOLS

Requires the State Board of Career Colleges and Schools to deposit
receipts in the Occupational Licensing and Regulatory Fund.

Deposit of funds

(R.C. 3332.04; Sections 3.04 to 3.06)

The State Board of Career Colleges and Schools regulates most for-profit
career schools. Under prior law, receipts of the Board were to have been
deposited in the state treasury to the credit of the General Revenue Fund until July
1, 2003, at which time the Career Colleges and Schools Operating Fund was to be
created in the state treasury. Receipts of the Board were to be then deposited in
this fund. The act eliminates the Career Colleges and Schools Operating Fund and
instead directs that receipts of the Board be deposited in the state treasury's
Occupational Licensing and Regulatory Fund.

OHIO CIVIL RIGHTSCOMMISSION

Requires amounts received by the Ohio Civil Rights Commission, and
amounts awarded by a court to the Commission, for attorney's fees, court
costs, expert witness fees, and other litigation expenses, to be paid into
the state treasury to the credit of the Civil Rights Commission General
Reimbursement Fund.
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Civil Rights Commission General Reimbursement Fund

(R.C. 4112.15)

Ongoing law requires all money paid to the Ohio Civil Rights Commission
for copies of Commission documents and for other goods and services furnished
by the Commission to be paid into the state treasury and credited to the Civil
Rights Commission General Reimbursement Fund. In addition to these moneys,
the act requires all amounts received by the Commission, and all amounts awarded
by a court to the Commission, for attorney's fees, court costs, expert witness fees,
and other litigation expenses, to be paid into the state treasury to the credit of that
fund.

DEPARTMENT OF COMMERCE

Increases by 100% all current liquor permit fees of $300 or less and by
25% dl such fees of more than $300.

Changes the distribution of amounts in the Undivided Liquor Permit
Fund so that a greater percentage is distributed to the Genera Revenue
Fund and lesser percentages to the Statewide Treatment and Prevention
Fund and to the municipal corporations and townships in which liquor
permit premises are located.

Allows the D-5i liquor permit to be issued to aretail food establishment
or food service operation that meets specified criteria and is located in a
municipal corporation or township with a population of 75,000 or less.

Requires the issuance of a Sunday sales permit, whether or not the sales
have been authorized by a Sunday sales election, to a liquor permit
holder that is a nonprofit corporation that owns or operates a national
professiona sports museum (D-5g permit holder).

Authorizes Sunday liquor sales between the hours of 1 p.m. and midnight
in a precinct or part of a precinct if those sales are already authorized
during those hours and if a question seeking to authorize those sales
between the hours of 10 am. and midnight is defeated in the precinct.

Eliminates the 20,000 minimum population of a municipal corporation
requirement for the issuance of a D-5] liquor permit to a premises located
In a community entertainment district in amunicipal corporation.
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Allows the D-5 liquor permit to additionally be issued in a community
entertainment district that is located in atownship with a population of at
least 40,000 or in a municipa corporation with a population of at least
20,000 that contains an amusement park the rides of which have been
Issued a permit by the state Department of Agriculture or in which not
less than $50 million will be invested in development and construction in
the community entertainment district's area located in the municipa
corporation.

Creates the temporary F5 liquor permit to be issued to the owners or
operators of certain riverboats that will be participating in an Ohio
riverboat festival.

Authorizes the Division of Liquor Control to sell at wholesale spirituous
liquor in 50 milliliter sealed containers to any holder of a liquor permit
that authorizes the sale of spirituous ligquor for consumption on the
premises where sold rather than limiting the authority of the Division to
sell those containers only to hotels that sell spirituous liquor by means of
controlled access acohol and beverage cabinets located in guest rooms as
required under prior law.

Eliminates the registration requirement for travel agencies and tour
promoters and the accompanying $10 registration fee,

Increases the income of and provides for payment of expenses from the
Consumer Finance Fund for the Department of Commerce in
administering law relating to high cost mortgages.

Increases boiler inspection and certificate of operation fees and modifies
the boiler and pressure vessdl licensing laws.

Transfers responsibility from the Division of Industrial Compliance to
the Board of Building Standards with respect to the inspection of power,
refrigeration, hydraulic, heating, and liquefied petroleum gas piping
systems except in the case of new systems that may till be inspected by
the Division of Industrial Compliance or by local inspectors certified by
the Board of Building Standards.

Codifies into statute, certain existing administrative rules regarding
welding and brazing procedures and performance qualifications.
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Establishes regulations for the design, instalation, and testing of
nonflammable medica gas and vacuum piping systems.

Clarifies that the Board of Building Standards may place rules for piping
systems in the "Ohio Building Code" or with the "Ohio Pressure Piping
Systems Rules."

Increases elevator certificate of operation fees and removes a 50% cap on
the authority of the Director of Commerce relative to increasing various
elevator, escalator, and moving walkway inspection-related fees.

Establishes registration requirements and fees for contractors who desire
to enter into contracts that are subject to the Prevailing Wage Law and
creates the Prevailing Wage Administration Fund to pay the costs to
administer that Law.

Establishes a two-year statute of limitations for the filing of
administrative actions with the Director of Commerce aleging a
violation of the Prevailing Wage Law.

Requires an employee who files a written complaint with the Director of
Commerce aleging a violation of the Prevailing Wage Law to include
documented evidence to support the complaint.

Extends the time in which an employee may file a lawsuit before being
barred from further action under the Prevailing Wage Law from 60 days
to 90 days from the date on which the Director of Commerce determines
that there has been a violation of the Prevailing Wage Law.

Increasein liquor permit fees

(R.C. 4303.02, 4303.021, 4303.03, 4303.04, 4303.05, 4303.06, 4303.07, 4303.08,
4303.09, 4303.10, 4303.11, 4303.12, 4303.121, 4303.13, 4303.14, 4303.141,
4303.15, 4303.151, 4303.16, 4303.17, 4303.171, 4303.18, 4303.181, 4303.182,
4303.183, 4303.184, 4303.19, 4303.20, 4303.201, 4303.202, 4303.203, 4303.204,
4303.21, 4303.22, 4303.23, and 4303.231)

The act increases by 100% all current liquor permit fees that are set at $300
or less and by 25% all such fees that are set at more than $300. The specific
increase in each liquor permit feeislisted in the table below.
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Liquor Permit Current Fee Fee Proposed by the Act
A-1 (beer manufacturer) $3,125 for each plant $3,906 for each plant
A-1-A (retail beer and liquor | $3,125 $3,906
sales on premises of a beer or
wine manufacturer)
A-2 (wine manufacturer) $63 per plant producing $126 per plant producing

100 wine barrels, of 50
galons each, or less
annually, plus 10¢ per
barrel for each such barrel
over 100 barrels annually

100 wine barrels, of 50
galons each, or less
annually, plus 10¢ per
barrel for each such barrel
over 100 barrels annually

A-3 (spirituous liquor
manufacturer)

$3,125 per plant or $2 per
barrel if less than 500
barrels, of 50 gallons each,
are produced annually

$3,906 per plant or $2 per
barrel if less than 500
barrels, of 50 gallons each,
are produced annually

A-4 (mixed beverage $3,125 per plant $3,906 per plant
manufacturer)

B-1 (beer wholesale $2,500 per distributing $3,125 per distributing plant
distributor) plant or warehouse or warehouse

B-2 (wine wholesdle $250 per distributing plant | $500 per distributing plant
distributor) or warehouse plus 10¢ for | or warehouse plus 10¢ for

each 50- gallon barrel over
1,250 barrels distributed
annually

each 50- gallon barrel over
1,250 barrels distributed
annually

B-3 (sacramental wine $62 $124

wholesal e distributor)

B-4 (mixed beverage $250 per distributing plant | $500 per distributing plant
wholesal e distributor) or warehouse plus 10¢ for | or warehouse plus 10¢ for

each 50-gallon barrel over

each 50-gallon barrel over

1,000 barrels distributed 1,000 barrels distributed
annually annually

B-5 (wine wholesale $1,250 $1,563

distributor)

C-1 (beer retailer for sales $126 $252

for off-premises

consumption)

C-2 (wine and mixed $188 $376

beverage retailer for sales for

off-premises corsumption)
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Liquor Permit

Current Fee

Fee Proposed by the Act

C-2x (beer retailer for sales
for off-premises
consumption)

$126

$252

D-1 (beer retailer for sales
for on and off-premises
consumption--hotels, certain
restaurants, clubs,
amusement parks, drug
stores, lunch stands, boats, or
vessels)

$188

$376

D-2 (wine and mixed
beverage retailer for sales for
on and off-premises
consumption-hotels, certain
restaurants, clubs, boats, or
vessels)

$282

$564

D-2x (beer retailer for sales
for on and off-premises
consumption)

$188

$376

D-3 (spirituous liquor retailer
for sales for onpremises
consumption--hotels, certain
restaurants, clubs, boats, or
vessals)

$600

$750

D-3x (wine retailer for sales
for on-premises
consumption)

$150

$300

D-3a (spirituous liquor
retailer for sales for on
premises corsumption)

$750

$938

D-4 (beer and liquor sales at
private club)

$375

$469

D-4a (beer and liquor sales at
airline-sponsored private
club at an airport)

$600

$750

D-5 (beer and liquor sales at
restaurant or night club)

$1,875

$2,344

D-5a (beer and liquor sales at
hotel or motel with at least
50 rooms and a restaurant)

$1,875

$2,344
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Liquor Permit Current Fee Fee Proposed by the Act
D-5b (beer and liquor sales at | $1,875 $2,344
enclosed shopping center)
D-5c (beer and liquor salesat | $1,250 $1,563
certain restaurants)
D-5d (beer and liquor sales at | $1,875 $2,344
restaurants at certain publicly
owned airports)
D-5e (beer and liquor sdles | $975 $1,219
on riverboats)
D-5f (beer and liquor sdlesat | $1,875 $2,344
restaurants along navigable
rivers)
D-5g (beer and liquor sales at | $1,500 $1,875
anational professional sports
museum)
D-5h (beer and liquor sales at | $1,500 $1,875
afine arts museum)
D-5i (beer and liquor salesat | $1,875 $2,344
large restaurants)
D-5j (beer and liquor sdlesat | $1,875 $2,344
restaurants in a community
entertainment district)
D-5k (beer and liquor sales at | $1,500 $1,875

a botanical garden)

D-6 (Sunday liquor sales)

$250 (all permits except
C-2 permit); $200 (C-2
permit)

$500 (all permits except C-
2 permit); $400 (C-2
permit)

D-7 (beer and liquor salesin
aresort areq)

$375 per month

$469 per month

D-8 (retail sale of tasting $250 $500

samples of beer, wine, and

mixed beverages)

E (beer and liquor sales on $250 $500

airplanes and railroad cars)

F (beer sales at specia $20 per event $40 per event
events)

F-1 (consumption of beer $125 per three days $250 per three days

and liquor by nonprofit
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Liquor Permit Current Fee Fee Proposed by the Act

organizations membersin
convention facilities)

F-2 (beer and liquor sdlesat | $75 per event $150 per event
specia events)
F-3 (beer, wine, and mixed $150 for five days $300 for five days

beverage samplings at a beer,
wine, or mixed beverages
industry convention)

F-4 (wine samplings at wine | $30 per day $60 per day
festivals)

G (sale of acohol for $50 $100
medicinal purposes by
pharmacies)

H (beer and liquor $150 $300
transportation by common
carriers)

| (sale of acohol by $100 $200
wholesale druggists)

W (storage of beer and liquor | $1,250 per warehouse $1,563 per warehouse
in warehouses by
manufacturers and suppliers)

Changesin the distribution of the Undivided Liquor Permit Fund

(R.C. 4301.30)

Continuing law requires that all fees that the Division of Liquor Control
collects be deposited in the state treasury to the credit of the Undivided Liquor
Permit Fund. The act changes how the Fund's moneys must be distributed--in the
sense of their amounts, not their recipients.

First, the act changes the former requirement that $50 for each fee received
for certain D-2 liguor permits (wine and mixed beverages--hotels, restaurants,
clubs, boats, and vessels) and $25 for each fee received for G2 liquor permits
(wine and mixed beverages retailers) be paid from the Fund into the General
Revenue Fund. It instead requires 45% of the Fund be paid into the General
Revenue Fund.

Second, the act alters the former requirement that, prior to the feesreceived
for those D-2 and C-2 liquor permits being paid into the General Revenue Fund,
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21% of the Undivided Liquor Permit Fund be paid into the Statewide Treatment
and Prevention Fund. It instead requires generally that 20% of the Undivided
Liquor Permit Fund be paid into the Statewide Treatment and Prevention Fund.

Finally, the act changes the former requirement that the moneys remaining
in the Undivided Liquor Permit Fund (after distribution of moneys as described
above) be distributed by the Superintendent of Liquor Control at quarterly
calendar periods to municipal corporations and townships in which liquor permit
premises are located. It instead requires generally that 35% of the Undivided
Liquor Permit Fund be so distributed by the Superintendent.

Population ceiling for municipal corporations and townships in which the D-5i
liguor permit can beissued

(R.C. 4303.181(1))

Continuing law creates the D-5i permit and allows the holder of this permit
to sell beer and intoxicating liquor by the drink in the glass and from the container,
for consumption on the premises where sold, and for consumption off the premises
where sold in the same manner as holders of D-1 (beer sales) and D-2 (wine and
mixed beverages sales) permits may do. Former law allowed the D-5i liquor
permit to be issued to aretail food establishment or food service operation that (1)
was licensed under the Retail Food Establishments and Food Service Operations
Law, (2) met specified criteria relating to seating capacity, square footage, the
nature of the meals it offered, the value of its property, and the percentage of its
total gross receipts derived from beer and liquor sales, and (3) was located in a
municipal corporation or township with a population of 50,000 or less. The act
instead allows the D-5i permit to be issued to a retail food establishment or food
service operation that is licensed under the Retail Food Establishments and Food
Service Operations Law, meets the specified criteria, and is located in amunicipal
corporation or township with a population of 75,000 or less.

Sunday sales by a D-5g liquor permit holder

(R.C. 4303.182)

Under law generally unchanged by the act, D-6 liquor permits, which allow
sales between either 10 am. and midnight, or 1p.m. and midnight, on Sunday,
generally must be issued to specified liquor permit holders, including a D5g
permit holder (beer and intoxicating liquor at retail, only by the individual drink in
glass and from the container, for on premises consumption), only if Sunday sales
have been authorized in a Sunday sales (local option) election. (R.C.
4303.182(A).) A D-5g permit holder is a nonprofit corporation that is either the
owner or the operator of a national professional sports museum (R.C.
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4303.181(G)). The act generally retains these provisions but specifically requires
the issuance of a D-6 permit to a D-5g permit holder regardless of whether Sunday
liquor sales have been authorized at the national professional sports museum in a
Sunday sales election. Permitted sales there on Sunday would be between 10 am.
and midnight. (R.C. 4303.182(A) and (H).)

Sunday liquor sales hours--special scenario

(R.C. 4301.361 and 4301.364)

Continuing law authorizes questions to be submitted to the electors of a
precinct asking whether the sale of intoxicating liquor, or wine and mixed
beverages, on Sunday between the hours of 1p.m. and midnight or between the
hours of 10 am. and midnight should be allowed: (1) for consumption on the
premises where sold, (2) for consumption on the premises where sold at licensed
premises where the sale of food and other goods and services exceeds 50% of the
total gross receipts of the permit holder at the premises, or (3) for consumption off
the premises where sold. These questions either govern Sunday liquor sales
throughout an entire precinct or in just that portion of a precinct where the status
of Sunday liquor sales as allowed or prohibited is inconsistent with the status of
Sunday liquor sales in the remainder of the precinct. (R.C. 4301.351(B) and (C)
and 4301.354(B) and (C), not in the act.)

Under the act, if any of the questions described above relating to Sunday
liquor salesin a precinct or portion of a precinct between the hours of 10 am. and
midnight is submitted to the precinct's voters, if the same question relating to
Sunday liquor salesin that precinct or portion of that precinct between the hours of
1 p.m. and midnight was previously submitted to and approved by the voters and
is still in effect, and if a majority of the voters voting on the rew question vote
"no," then sales continue to be allowed in the precinct or portion of the precinct in
the manner and under the conditions specified in the previously approved
guestion. Thus, if a question relating to Sunday liquor sales between the hours of
10 am. and midnight is submitted in a precinct in which the voters previously
approved Sunday liquor sales under the same question between the hours of 1 p.m.
and midnight for the precinct or portion of the precinct and that previous election
is still in effect, Sunday liquor sales between the hours of 1 p.m. and midnight will
continue in the precinct or portion of the precinct even if the voters disapprove the
guestion authorizing Sunday liquor sales between the hours of 10am. and
midnight. (R.C. 4301.361(E) and 4301.364(G).)
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Changes in the political subdivisions in which the D-5j liquor permit may be
issued

(R.C. 4303.181(J))

Continuing law creates the D-5j liquor permit, which may be issued to the
owner or operator of a retail food establishment or a food service operation
licensed under the Retail Food Establishments and Food Service Operations Law.
The holder of a D-5] permit may sell beer and intoxicating liquor (1) only by the
drink in glass and from the container, for consumption on the premises where sold,
and (2) for consumption off the premises where sold similar to the holders of D-1
(beer sales) and D-2 (wine and mixed beverages sales) permits.

Under former law, the D-5 permit could only be issued within a
community entertainment district that a municipal corporation with a population of
at least 100,000 designated under procedures specified in continuing law.*® The
act retains this provision but also allows the D-5j liquor permit to be issued in a
community entertainment district that is located in (1) a township with a
population of at least 40,000, or (2) a municipal corporation with a population of
at least 20,000 (a) that contains an amusement park the rides of which have been
issued a permit by the state Department of Agriculture or (b) in which not less
than $50 million will be invested in development and construction in the
community entertainment district's area located in the municipal corporation.

Creation of the F-5 permit for riverboats participating in a riverboat festival

(R.C. 4303.205)

The act creates the F-5 permit and authorizes the Division of Liquor
Control to issue it to the owner or operator of a riverboat that has a capacity in

16 »Community entertainment district" means a bounded area that includes or will
include a combination of entertainment, retail, educational, sporting, social, cultural, or
arts establishments within close proximity to some or all of the following types of
establishments within the district, or other types of establishments similar to these: (a)
hotels, (b) restaurants, (c) retail sales establishments, (d) enclosed shopping centers, (€)
museums, (f) performing arts theaters, (g) motion picture theaters, (h) night clubs, (i)
convention facilities, (j) sports facilities, (k) entertainment facilities or complexes, or (1)
any combination of the establishments described in items (a) through (k) that provide
similar services to the community (R.C. 4301.80(A), not in the act). Continuing law
prohibits (a) more than one D-5j permit from being issued within each community
entertainment district for each five acres of land located within the district and (b) more
than 15 D-5j permits from being issued within a single community entertainment district.
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excess of 55 persons, that is not regularly docked in Ohio, and whose owner or
operator has entered into a written contract with a nonprofit organization for the
riverboat to participate in a festival. For this purpose, the act defines a "festival"
as an event that is organized by a nonprofit organization and includes food, music,
and entertainment and the participation of at least five riverboats, and further
defines a "nonprofit organization” as any unincorporated association or nonprofit
corporation that is not formed for the pecuniary gain or profit of, and whose net
earnings or any part of those earnings is not distributable to, its members, trustees,
officers, or other private persons, except for the payment of reasonable
compensation for services rendered and the distribution of assets on dissolution.

The holder of an 5 permit may sell beer and any intoxicating liquor, only
by the individual drink in glass and from the container, for consumption on the
premises where sold until 1 am. on any day of the week, including Sunday. But,
no F-5 permit can be in effect for more than six consecutive days. Sales under an
F-5 permit are not affected by whether sales of beer or intoxicating liquor for
consumption on the premises where sold are permitted to be made by persons
holding another type of permit in the precinct or at the particular location where
the riverboat islocated.

The Division must prepare and make available an F5 permit application
form and may require applicants to provide information, in addition to that
required by the act, that is necessary for the administration of the 5 permit law.
The Division, however, cannot issue more than one 5 permit in any one calendar
year for the sameriverboat. The feefor the F-5 permit is $180.

Sale of spirituousliqguor in 50 milliliter containers

(R.C. 4301.19)

Under prior law, the Division of Liquor Control was required to sell at
wholesale spirituous liquor in 50 milliliter sealed containers to hotels that sell
spirituous liquor by means of controlled access alcohol and beverage cabinets in
guest rooms, but only for purposes of resale by the hotel in sealed containers by
means of controlled access alcohol and beverage cabinets. The act instead
authorizes the Division to sell at wholesale spirituous liquor in 50 milliliter sealed
containers to any holder of a liquor permit that authorizes the sale of spirituous
liquor for consumption on the premises where sold.
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Repeal of travel agency and tour promoter registration reguirement

(R.C. 1333.96, repealed)

The act repeals the section of law that required travel agencies and tour
promoters to register with the Director of Commerce and pay a $10 registration
fee, and that also required tour promoters either to have a statement from a
licensed financial institution guaranteeing the tour promoter's performance in an
amount not less that $50,000 or to have a bond in the amount of $50,000 for
interstate or international travel or $20,000 for intrastate travel.

Consumer Finance Fund; income and expenses administering High Cost
Mortgage L aw

(R.C. 1321.21)

Under continuing law, fines collected by the Superintendent of Financial
Institutions within the Department of Commerce for violations of law relating to
the regulation of so-called "high cost mortgages" are deposited into the Consumer
Finance Fund (R.C. 1349.34--not in the act). The Consumer Finance Fund
generally (1) isthe Fund in the state treasury in which the Superintendent deposits
income and pays expenses for administering the Mortgage Lending, Mortgage
Broker, Credit Services Organization, Pawnbroker, Precious Metal Dealer, Check
Cashing, and Check Cashing Lending Laws, and (2) is a Fund from which
administrative costs of the Department of Commerce and the Division of Financial
Institutions are paid on a proportionate basis. The act adds that in administering
the law relating to high cost mortgages, any other fees, charges, penalties, or
forfeitures received by the Superintendent under this law and expenses or
obligations of the Superintendent and the Department of Commerce incurred
pursuant to this law are to be deposited into or paid from the Consumer Finance
Fund and to be used as described in (1) and (2) above.

Boiler and pressure vessel inspections and fees

(R.C. 4104.01, 4104.02, 4104.04, 4104.06, 4104.07, 4104.08, 4104.15, 4104.18,
4104.19, and 4104.20)

Under prior law, the Board of Building Standards formulated rules for the
inspection of boilers and the construction, inspection, and repair of unfired
pressure vessels.

The act eliminates the requirement that the Board of Building Standards
formulate rules regarding the inspection of either boilers or pressure vessels.
Further, the term "unfired pressure vessel" is changed by the act to "pressure
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vessel" to more accurately describe the subject of regulation without any apparent
substantive effect.

Under prior law, the Superintendent of Industrial Compliance in the
Department of Commerce is required to select and contract with one or more
persons to maintain responsibility for licensing examinations for steam engineers
and high or low pressure boiler operators. The act makes this duty permissi\e.

Prior law allowed the Director of Commerce, with the advice and consent
of the Controlling Board, to raise inspection, licensing, or certificate of operation
renewal fees by not more than 50% of the amount of the fee listed in statute. The
act eiminates the 50% cap on future fee increases by the Director but retains the
requirement that increases are subject to the advice and consent of the Controlling
Board.

Under continuing law, the owner of a boiler that is required to be inspected
upon installation, and the owner of a boiler that is issued a certificate of
inspection, which is later replaced with a certificate of operation must pay afeeto
the Superintendent of Industrial Compliance for inspections required upon
installation of a boiler and to maintain a certificate of operation. The act increases
those fees asfollows:

Boilers subject to annual inspection: $30 to $45
Boilers subject to biennial inspection: $60 to $90
Boilers subject to triennial inspection: $90 to $135

Boilers subject to quinquennial inspection:  $150 to $225

Pressur e piping systems and welding and brazing requlations

(R.C. 121.084, 4104.41, 4104.42, 4104.43, 4104.44, 4104.45, 4104.46, 4104.47,
and 4104.48; Sections 139.01 and 139.02)

Pressure piping systems requlation

Under prior law, the Superintendent of Industrial Compliance issued
certificates of competency to persons who have completed an application and
successfully passed an examination so that they may act as general, special, or
local inspectors of power, refrigerating, hydraulic, heating, and liquefied
petroleum gas piping systems. The Director of Commerce then appointed general
inspectors of power, refrigerating, hydraulic, heating, and liquefied petroleum gas
piping systems from those persons who hold certificates of competency. Under
prior law, general inspectors were employees of the state. Any owner or user of a

IB Legislative Service Commission -120- Sub. H.B. 95



pressure piping system could designate special inspectors who were employees
under the general supervision of registered professional engineers employed by the
owner or user to inspect the owner's or user's pressure piping systems. A local
inspector was employed by building departments of municipal corporations and
counties and, upon application to and approval of the Board of Building Standards,
may inspect pressure piping systems for the territory under the jurisdiction of the
building department for whom the inspector works.

The act eliminates references to general, special, and local inspectors of
pressure piping systems. Instead, the act requires that new power, refrigerating,
hydraulic, heating, liquefied petroleum gas, oxygen, and other gaseous piping
systems are to be inspected by inspectors designated by the Superintendent of
Industrial Compliance in the Department of Commerce or, within jurisdictional
limits established by the Board of Building Standards, by individuals certified by
the Board who are designated to do so by local building departments, as
appropriate. The act also makes corresponding changes to examination and fee
requirements to reflect the elimination of references to general, special, or local
inspectors.

The act also eliminates the current exemption from inspections and
necessity to get a permit for power, refrigerating, hydraulic, heating, and liquefied
petroleum gas, oxygen, and gaseous piping systems if the piping is used in air
cooling systems in residential or commercial buildings and if the systems do not
exceed five tons per system or if the piping is used in air heating systems in
residential or commercial buildings and the systems do not exceed 150,000 British
thermal units per hour per system.

Welding and brazing procedure regulation

Under prior law, welding and brazing procedures used in the construction
of pressure piping systems were regulated in the Ohio Administrative Code. (See
0.A.C. 4101:8-15-01.) The act codifiesinto statute thisrule.

Under the act, no one, other than an individual certified by a private vendor
in accordance with rules adopted by the Board of Building Standards is allowed to
perform welding or brazing or both in the construction of power, refrigeration,
hydraulic, heating, and liquefied petroleum gas, oxygen, or other gaseous piping
systems. The act requires each welder or brazer certified by a private vendor to
become recertified by a private vendor every five years. The private vendor is
required to recertify awelder or brazer who meets the qualifications established by
theBoard inrule.

Under the act, each manufacturer, contractor, owner, or user of power,
refrigerating, hydraulic, heating, liquefied petroleum gas, oxygen, and other
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gaseous piping systems is required to conduct tests required in rule by the Board
of Building Standards and to certify in writing on forms provided by the
Superintendent of Industrial Compliance, that the welding and brazing procedures
meet the standards established by the Board. Each manufacturer, contractor,
owner, and user is required to maintain at least one copy of the forms provided by
the Superintendent and make that copy accessible to any individual certified to
make inspections by the Board. The inspector is required to examine the form and
determine compliance with the rules adopted by the Board. If the inspector has
reason to question the certification or ability of any welder or brazer, the inspector
IS required to report the concern to the Superintendent of Industrial Compliance.
The Superintendent then must investigate those concerns. If the Superintendent
finds facts that substantiate the inspectors concerns, then the Superintendent may
require the welder or brazer in question to become recertified by a private vendor
in the same manner in which five-year recertification is required of each welder
and brazer. The Superintendent also has the authority to use the services of an
independent testing laboratory to witness the welding or brazing performed on the
project in question and to conduct tests on "coupons' to determine whether the
coupons meet the requirements of the rules adopted by the Board.

The act also requires each manufacturer, contractor, owner, or user of
power, refrigerating, hydraulic, heating, liquefied petroleum gas, oxygen, and
other gaseous piping systems to file two complete copies of the aforementioned
form with the Superintendent. The Superintendent is required to review the forms
to determine whether the welding and brazing procedure specifications and welder
and brazer performance qualifications listed on the form comply with rules
adopted by the Board. If the procedure specifications and the performance
qgualifications comply with the rules, the Superintendent is required to indicate
approval on the forms and return one copy to the manufacturer, contractor, owner,
or user who submitted the forms. If, however, the Superintendent finds to the
contrary, the Superintendent is required to indicate on the forms that the procedure
specifications and the performance qualifications are not approved and return one
copy to the manufacturer, contractor, owner, or user who submitted the forms with
an explanation of why the procedure specifications and the performance
gualifications were not approved.

| ntent

The act expresses the intent of the General Assembly that the provisions of
the act are general laws created in the exercise of the state's police power, arising
out of matter of statewi de concern, and are designed for the health, safety, and
welfare of contractors, their employees, and the public. The act also states that it
is the intent of the General Assembly that power, refrigerating, hydraulic, heating,
and liquefied petroleum gas, oxygen, and other gaseous piping systems will
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continue to be inspected as part of the building permit process, enforcement of
plumbing and mechanical building codes, and occupancy certification and that the
purpose of the act is solely to eliminate duplicative inspection personnel and fees.

Rules for Gaseous Piping Systems

(R.C. 4104.44)

The act clarifies that the Board of Building Standards may place the rules it
adopts for piping systems either in the "Ohio Building Code," or with the "Ohio
Pressure Piping Systems Rules' both of which set of rules the Board is empowered
to adopt.

Elevator certificate of operation fee increase and fee setting authority

(R.C. 4105.17)

Under prior law, the fee that the Director of Commerce charges for issuing
or renewing a certificate of operation for an elevator that is inspected every six
months is $105 plus $10 for each floor where the elevator stops. The act increases
this fee to $200 and retains the $10 per floor fee.

Previoudly, the Board of Building Standards was required to assess a fee of
$3.25, in addition to any other fees charged, for each certificate of operation issued
or renewed for a permanent new elevator. Under the act, the Board is required to
charge the same $3.25 fee, in addition to any other fees charged, for each
certificate of operation issued or renewed for a permanent new escalator or
moving walk, for an elevator that is required to be inspected every six months, and
for an elevator that isrequired to be inspected every 12 months.

Under prior law, the Director of Commerce, subject to the approval of the
Controlling Board, could establish fees up to 50% in excess of the fees in statute
for inspections or attempted inspections of elevators, escalators, and moving walks
and for inspections of elevators, escalators, and moving walks that have been
repaired and put back into service.

The act removes the 50% cap on the ability to raise inspection fees and
adds that fees charged for issuing or renewing certificates of operation for moving
walks, escalators, elevators inspected every six months, and elevators inspected
every 12 months also may be increased by any amount by the Director, subject to
the approval of the Controlling Board.
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Prevailing Wage L aw

Statute of limitations

(R.C. 4115.21)

Ohio's Prevailing Wage Law generally requires public authorities engaging
in the construction of a public improvement that costs above specified threshold
amounts to ensure that workers employed on the project are paid the prevailing
wage. The "prevailing wage" is the sum of the basic hourly rate of pay, certain
employer contributions to funds, plans, and programs, and fringe benefit costs
such as insurance and vacation leave. It is determined by the Director of
Commerce and cannot be less than the prevailing wages payabl e in the same trade
or occupation in the locality of the public improvement under collective
bargaining agreements.

An interested party may file a complaint with the Director of Commerce
alleging a violation of the Prevailing Wage Law. The Director, upon receipt of a
complaint, must investigate. If the Director determines that no violation has
occurred or that the violation was not intentional, or, if the Director has not ruled
on the merits of the complaint within 60 days after its filing, the interested party
may appeal the decision to the court of common pleas of the county where the
violation is alleged to have occurred.

The act requires an interested party to file the party's complaint with the
Director within two years after the completion of the public improvement project
upon which the violation is alleged to have occurred.

Complaint procedures

(R.C. 4115.10)

Any employee upon any public improvement who is paid less than the
prevailing rate of wages applicable thereto may file acomplaint in writing with the
Director of Commerce on a form furnished by the Director. The prevailing wage
Is the rate paid for comparable work in the private sector under collective
bargaining agreements in force within the county where the public improvement is
to be undertaken. At the written request of any employee paid less than the
prevailing rate of wages, the Director is required to take an assignment of a claim
in trust for the assigning employee and bring any legal action necessary to collect
the clam.

Under the act, an employee who files a written complaint with the Director
is required to include with that written complaint, documented evidence to
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demonstrate that the employee was paid |ess than the prevailing wage in violation
of the Prevailing Wage Law.

Procedurefor filing a lawsuit

(R.C. 4115.10)

Prior law allows an employee to file suit for recovery within 60 days of the
Director's determination of aviolation of the Prevailing Wage Law. Under the act,
an employee is alowed to file suit for recovery within 90 days of the Director's
determination of aviolation of the Prevailing Wage Law.

DEPARTMENT OF DEVELOPMENT

Expands the Department of Development's duties to include the
promotion of economic growth in Ohio.

Changes the name of the Ohio One-Stop Business Permit Center to the
Ohio First-Stop Business Connection.

Repeals the statute creating the discontinued Defense Conversion
Assistance Program.

Removes an obsolete requirement that the Director of Development
provide the Joint Legidative Committee on Tax Incentives with copies of
the Director's determinations on job relocations under the Rural Industrial
Park Loan Program.

Adds the Lieutenant Governor or the Lieutenant Governor's designee asa
member of the Clean Ohio Council.

Removes the Director of Development as the chairperson of the Clean
Ohio Council, instead requires the Governor to appoint a member of the
Council to serve as chairperson, requires the Director to serve as vice
chairperson unless the Director is appointed chairperson, and requires the
Council annually to select a vice-chairperson from among its members if
the Director is appointed chairperson.

Allows investment earnings credited to the Clean Ohio Revitalization
Fund to be used indefinitely to pay costs incurred by the Department and
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the Environmental Protection Agency for purposes of the brownfield
portion of the Clean Ohio program.

Makes the Innovation Ohio Loan Fund a fund in the state treasury, rather
than a custodial fund.

Directs the Governor to appoint the chairperson of the Ohio Housing
Finance Agency and permits any member of the agency to be elected as
vice-chairperson.

Establishes 45 fees that county recorders collect for deposit in the Low-
and Moderate-lncome Housing Trust Fund, doubling the amount of fees
that recorders formerly collected, and revises expenditure requirements
for the Fund.

Transfers the Ohio Coa Development Office, as of July 1, 2003, from
the Department to the Ohio Air Quality Development Authority.

Extends the authority of a municipality or board of county commissioners
to enter into enterprise zone agreements, previously scheduled to expire
on June 30, 2004, until October 15, 2009, and provides that cities
designated as urban clustersin rural statistical areas may designate one or
more areas within their boundaries as enterprise zones, and may enter
Into enterprise zone agreements after the Director certifies a proposed
enterprise zone.

Permits taxpayers who have been granted a nonrefundable tax credit
under the Ohio Venture Capitad Program to carry forward unused
portions of the credit for a period of ten years.

Duties of the Department

(R.C. 122.04)

Continuing law outlines the duties of the Department of Development.
These include a variety of specific economic development-related functions.
Examples include (1) maintaining a continuing evaluation of the sources available
for the retention, development, or expansion of industrial and commercial facilities
in the state through both public and private agencies and (2) assisting in the
development of facilities and technologies that will lead to increased,
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environmentally sound use of Ohio coal. The act adds the promotion of economic
growth in Ohio to the list of the Department's duties.

Office of Small Business

(R.C. 122.08)

Under ongoing law, the Office of Small Business within the Department of
Development must, among other duties, operate a center that assists individuals in
identifying and preparing applications for business licenses, permits, and
certificates and serves as the central public distributor for all forms, applications,
and other information related to business licensing. The act changes the name of
the center from the "Ohio One-Stop Business Permit Center” to the "Ohio First-
Stop Business Connection."”

Defense Conversion Assistance Program

(R.C. 122.12)

Prior law provided for the Defense Conversion Assistance Program, which
was a program meant to address reduced federal defense spending. The goa of
the program was to assist defense-related businesses and their employees in
making transitions into other types of industry. The act repeals the statute that
created this program because the program has been discontinued.

Submission of determination on job relocation to the Joint Legislative
Committee on Tax I ncentives

(R.C. 122.25)

Under the Rura Industrial Park Loan Program, nonprofit economic
development organizations and certain private developers are eligible to receive
financial assistance in the form of loans and loan guarantees for land acquisition,
construction, renovation, and other projects associated with the development and
improvement of industrial parks. An industrial park developed or improved with
assistance from the Rural Industrial Park Loan Program can be the site of jobs
relocated from elsewhere in Ohio if the Director of Development makes a written
determination that the site from which the jobs would be relocated cannot meet the
needs of the relocating employer. The Director is required to submit a copy of the
written determination to members of the General Assembly whose districts are
affected, formerly, to the Joint Legislative Committee on Tax Incentives.

The Joint Legidative Committee on Tax Incentives no longer meets.
Accordingly, the act removes the requirement that the Director submit the written
determination to the Joint Committee.
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Clean Ohio Council membership

(R.C. 122.651)

Continuing law establishes the Clean Ohio Council to award grants and
make loans under the brownfield portion of the Clean Ohio Program. The Council
consists of the Director of Developmert or the Director's designee, the Director of
Environmental Protection or the Director's designee, the Director of the Ohio
Public Works Commission as a nonvoting, ex officio member, a majority member
of both the Senate and the House of Representatives, a minority member of both
the Senate and the House of Representatives, and seven members appointed by the
Governor. The act adds the Lieutenant Governor or the Lieutenant Governor's
designee as a member of the Council.

Prior law required the Director of Development to serve as the chairperson
of the Council and required the Council annually to select a vice-chairperson from
among its members. The act removes the Director as the chairperson and requires
the Governor to appoint amember of the Council to serve as chairperson. Further,
the act requires the Director to serve as the vice-chairperson of the Council unless
appointed chairperson. If the Director is appointed chairperson, the Council
annually must select from among its members a vice-chairperson to serve while
the Director is chairperson.

Use of investment earnings of Clean Ohio Revitalization Fund

(R.C. 122.658)

The Clean Ohio Revitalization Fund consists of money credited to it from
revenue bonds that are issued for purposes of the Clean Ohio program to pay the
costs of brownfield remediation projects. Prior law provided that until July 26,
2003, investment earnings credited to the Fund could be used to pay costs incurred
by the Department of Development and the Environmental Protection Agency
under the brownfield component of the Clean Ohio program. The act removes the
deadline, thus alowing the investment earnings to be used for those purposes
indefinitely.

I nnovation Ohio Loan Fund

(R.C. 166.16)

Prior law created the Innovation Ohio Loan Fund as a special revenue fund
and a trust fund in the custody of the Treasurer of State but separate from and not
a part of the state treasury. This type of fund is known as a custodial fund of the
Treasurer of State, and its assets may be spent without an appropriation.
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The act makes the Fund a fund in the state treasury, rather than a custodial
fund. Relatedly, the stipulation that the Treasurer of State is to serve as an agent
for the Director of Development with respect to the Fund, is removed. The act
specifies that al investment earnings on the cash balance in the Fund are to be
credited to the Fund, but removes the provision that permitted investment income
to be credited to particular accounts in the Fund if so provided in bond
proceedings.

Ohio Housing Finance Agency chairperson and vice-chairperson

(R.C. 175.03)

The act directs the Governor to appoint the chairperson of the Ohio
Housing Finance Agency (OHFA) instead of having the Director of Development
or the Director's designee serve as chairperson as under prior law (presumably the
Governor still could appoint the Director of Development as chair). The act
permits any OHFA member to be elected vice-chairperson instead of limiting the
office to one of the nine members appointed by the Governor, thereby qualifying
the two ex-officio members, the Director of Commerce and the Director of
Development or their designees, to be elected as vice-chairperson.

Housing trust fund fees

(R.C. 317.32, 317.36, 319.63, 1563.42, 1702.59, 2505.13, 4141.23, 4509.60,
5111.021, 5310.15, 5719.07, 5727.56, 5733.18, 5733.22, 6101.09, and 6115.09;
Section 200)

The act establishes 45 new fees for county recorders to collect to fund the
Low and Moderate-Income Housing Trust Funds. The fees are in addition to the
service fees that recorders charge under continuing law. Under the act, those
service fees are called "base fees' and the new fees are called "housing trust fund
fees." The act directs recorders to charge both the base fee and the housing trust
fund fee for 45 various services that recorders perform, including filing maps,
zoning resolutions and plats, deeds, mortgages, liens, and release of liens, and
photocopying documents and records. The amounts charged as housing trust fund
fees are equal to the amounts charged as service fees, thus doubling the amount
that county recorders chargein fees.

The new housing trust fund fees are deposited in the Low and Moderate-
Income Housing Trust Fund, which exists under continuing law and is one source
of revenue for Department of Development (DOD) and Ohio Housing Finance
Agency (OHFA) programs. The new fees provide a dedicated source of funding
for the DOD and the OHFA.
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The new fees include a $5 housing trust fund fee charged when maps of
abandoned mines are filed, a $2 fee when a certificate is filed for the release of a
property tax lien, afee of $50 when a zoning resolution isfiled, and afee of $1 per
page for photocopying a document other than at the time of recording.

The act permits county auditors to retain 1% of the amount collected for
expenses if the auditor pays the amounts to the Treasurer of State within the first
30 days of the quarter. The retained amount is to be deposited in the county
general fund and used by the county recorder in administering the trust fund fee.
The act directs the Treasurer of State to deposit any amount collected over $50
million annually in the state's General Revenue Fund.

The act specifically establishes August 1, 2003, as the effective date for
collecting the new fees.

Expenditur es from the Housing Trust Fund

(R.C. 175.21 and 175.22)

The act stipulates new requirements for the expenditure of money from the
Low and Moderate-Income Housing Trust Fund. New areas that receive
specified funding amounts under the act include: transitional and permanent
housing programs for homeless persons (not more than 6% of any current year
appropriation authority); training and technical assistance to nonprofit
development organizations in underserved areas (at least $100,000); the
Emergency Shelter Housing Grants Program (not more than 7%); and the Resident
Services Coordinator Program in the Department of Aging (at least $250,000). In
another new expenditure area, the act requires that grants and loans be made from
the Fund to community development corporations and the Ohio Community
Development Finance Fund, a private nonprofit corporation (not more than 5%).

Ohio Coal Development Office transfer

(R.C. 1551.11, 1551.12, 1551.15, 1551.311, 1551.32, 1551.33, 1551.35, 1555.02
to 1555.06, 1555.08, and 1555.17; Sections 13, 38, and 176)

The continuing general purpose of the Ohio Coal Development Officeis to
support research and development in the use of Ohio coal in an environmentally
sound and economical manner, including by financing technology and facilities
with the proceeds of state general obligation bonds. The act transfers the Office
from the Department of Development, which generally has economic development
and energy-related functions, to the Ohio Air Quality Development Authority
(OAQDA), which under continuing law issues revenue bonds to provide financing
for the installation of air pollution control equipment by private and governmental
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entities and to provide financial assistance for energy efficiency and conservation
and for ethanol and other bio-fuel production facilities.

The transfer is effective July 1, 2003. The act does not change the authority
of the Coal Development Office, but confers on OAQDA all of the prior authority
of the Director of Development related to the Office, including the duty to appoint
the Office director.

The act provides that upon the transfer, instead of acting with the approval
of the Director of Development, the Coal Development Office must act with the
affirmative vote of a mgjority of the seven OAQDA members. Under continuing
law, the OAQDA's members consist of the Director of Environmental Protection
and the Director of Health, and five members appointed by the Governor with the
advice and consent of the Senate.

The act makes several changes regarding the membership of the technical
advisory committee that assists the Coal Development Office. Under prior law,
the advisory committee consisted of the following: (@) one representative each of
coal production companies, the United Mine Workers of America, electric
utilities, manufacturers that use Ohio coal, and environmental organizations,
appointed by the Office director, (b) two people with coa research and
development backgrounds, appointed by the Office director, (c) four legislators,
(d) one member of the Public Utilities Commission appointed by the Office
director, (e) the Director of Environmental Protection, representing the
Environmental Protection Agency (EPA), (f) the Ohio Water Development
Authority (OWDA), and (g) the OAQDA. The act replaces OAQDA membership
on the advisory committee with membership of the Director of Development,
clarifies that OWDA is to be represented by one of its members designated by
OWDA, and removes the provision specifying that the Director of EPA represents
that agency on the committee.

The act further contains standard, temporary law provisions necessary for
the transfer of the Coal Development Office to OAQDA and specifically provides
that, subject to the lay-off provisions of continuing law, all of the employees of the
Coal Development Office of the Department of Development are transferred to the
Coal Development Office of the OAQDA, and they retain their positions and
benefits. Under the act, however, al Office employees will be in the unclassified
service and serve at the pleasure of OAQDA.

IB Legislative Service Commission -131- Sub. H.B. 95



Authority to designate enterprise zones and enter into enterprise zone
agreements extended

(R.C. 5709.61, 5709.62, 5709.63, and 5709.632)

Continuing law permits municipal corporations and boards of county
commissioners to designate certain areas within the municipality or county as
"enterprise zones." Under prior law, only a municipal corporation that is defined
by the United States Office of Management and Budget as a central city of a
metropolitan statistical area could designate areas within the municipality as
enterprise zones.

After designating an area as an enterprise zone, the city or board must
petition the Director of Development for certification of the designated enterprise
zone. Under continuing law, if the Director of Development certifies a designated
enterprise zone, the municipality or board may then enter into an enterprise zone
agreement with a business for the purpose of fostering economic development in
the enterprise zone. Under an enterprise zone agreement, the business agrees to
establish or expand its operations within the enterprise zone, or to relocate its
operations to the zone, in exchange for tax relief and other incentives. Prior law
provided that the authority of a municipality or board to enter into enterprise zone
agreements expired on June 30, 2004. The act extends the authority to enter into
these agreements until October 15, 2009.

In addition, the act permits a city designated as an urban cluster in a rural
statistical area to designate areas within the city as enterprise zones. (The act does
not define the phrase "urban cluster in arura statistical area." Nor does the act
specify the entity that designates cities as such.) The act specifies that, like
counties and central cities of metropolitan statistical areas, cities designated as
urban clustersin rural statistical areas cannot enter into enterprise zone agreements
unless the Director of Development has first certified the designated enterprise
zone.

Carry forward of Ohio Venture Capital Program tax credits

(R.C. Chapter 150. (not in the act); R.C. 5725.19, 5729.08, 5733.49, and 5747.80)

The Ohio Venture Capital Program is a program designed to increase the
amount of private investment capital in Ohio for (1) Ohio-based businesses that
are in seed or early stages of business development and (2) established Ohio-based
businesses that are developing new methods or technologies. Under the program,
moneys in a "program fund”" are invested in venture capital funds, which in turn
invest in the businesses described in (1) and (2) above. The program fund is
funded through investment by private investors. Some of the profits from the
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program fund are put into the Ohio Venture Capital Fund (OVCF), which is used
to secure the private investors aainst losses. To the extent the moneys in the
OVCF are inadequate to secure an investor against losses, the investor is eligible
for a tax credit against the income tax, corporate franchise tax, or the franchise
taxes on domestic and foreign insurance companies to cover the losses not covered
by the OVCF. Investors may select a nonrefundable or refundable credit. (A
"nonrefundable” credit is a credit that cannot be claimed to the extent it exceeds a
taxpayer's tax liability.)

The act permits taxpayers who have been awarded a nonrefundable credit to
carry forward unused portions of their credits for a period of ten years. So, to the
extent that a credit exceeds a taxpayer's tax liability in a given year, the taxpayer
can carry forward the excess to an ensuing year and use it against the taxpayer's
tax liability for that year. The act specifies that the amount of any excess credit
allowed in an ensuing year must be deducted from the balance carried forward to
the next year.

OHIO BOARD OF DIETETICS

Increases fees for dietician licenses.

Board of Dietetics fees

(R.C. 4759.08)

The Ohio Board of Dietetics charges and collects fees for dietician licenses.
The act increases specified fees as follows:

(1) Initial license or reactivation of an inactive license--$125 (from $110).

(2) Reinstatement of a license that has been revoked or suspended or that
has lapsed--$180 (from $165).

(3) Licenserenewal--$95 (from $80).

(4) Limited permit or renewal of alimited permit--$65 (from $55).

IB Legislative Service Commission -133- Sub. H.B. 95



DEPARTMENT OF EDUCATION

Revises from 2.8% to 2.2% the inflation factor applied to the per pupil
base-cost formula amount, which results in base-cost amounts of $5,058
per pupil in FY 2004 (instead of $5,088 under prior law) and $5,169 per
pupil in FY 2005 (instead of $5,230 under prior law).

Eliminates the statutorily specified base-cost formula amounts for FY
2006 and FY 2007.

Eliminates the requirement that the Genera Assembly every six years
recal cul ate the base cost of providing an adequate education.

Adjusts the cost-of-doing-business factors for the individual counties, but
maintains the maximum variance of 7.5% between the base county
(Gallia County) and the highest-cost county (Hamilton County).

Eliminates the practice of substituting a school district's three-year
average formula ADM in the base-cost formula, in place of its current-
year formula ADM, if the three-year average is greater than the current-
year number.

Reduces from 25% to 20% the percentage of joint vocational school
district (JVSD) students that may also be included in the formula ADM
of city, local, and exempted village school districts or community
schools.

Requires the Department of Education, by January 1, 2004, to provide to
the General Assembly a feasible standard for measuring school district
attendance rates.

Provides additional state transitional aid in FY 2004 and FY 2005 to
prevent any school district's state "SF-3 funding plus charge-off
supplement” from decreasing by more than 5% from the previous fiscal
yedr.

Reduces the parity aid phase-in percentages for FY 2004 and FY 2005 to
58% and 76%, respectively, from 60% and 80%, respectively.

Increases from 3 mills to 3.3 mills the threshold at which school districts
qualify for the state excess cost supplement, which is paid to districts
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whose combined calculated local shares of special education, vocational
education, and transportation funding are disproportionately high.

Continues the phase-in of the six specia education funding weights by
establishing an 88% payment rate in FY 2004 and a 90% payment rate in
FY 2005.

Specifies that school districts must use subsidies for speech services only
for speech language pathology services.

Maintains for FY 2004 and FY 2005 several components of school
funding formulas as prescribed for FY 2003, including the threshold
amounts for reimbursement of special education catastrophic costs, the
personnel alowance for the speech services subsidy, and the per pupil
subsidy paid to educational service centers.

Increases the personnel allowance used to calculate the GRADS subsidy
from $46,260 in FY 2003 to $47,555 in FY 2004 and FY 2005.

Grants most school districts a 2% increase in their FY 2004 and FY 2005
DPIA subsidies, regardless of any changes in enrolilment or in the
proportion of children receiving public assistance.

Requires joint vocational school districts (JVSDs) receiving weighted
funding for vocationa education and associated services to spend those
funds as approved by the Department of Education, and specifies that
those expenses approved by the Department for all school districts
include only career-technical programming.

Requires school districts and the Department of Education annually to
report data regarding the expenditure of weighted funding for vocational
education and associated services.

Specifies that the portion of the cost of providing specia education and
related services to a student by a JVSD that exceeds the calculated state
and local shares of base-cost and specia education payments made to the
JVSD must be paid for by the student's resident district or, if the student
Is enrolled in a community school, by that school.

Requires that each JV SD spend the amount calculated for combined state
and local shares of base-cost and specia educational payments for special
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education and related services as approved by the Department of
Education.

Beginning FY 2005, establishes new state Head Start programs. "Title
IV-A Head Start" and "Title IV-A Head Start Plus® to be operated by the
Department of Education and funded with federal money transferred
from the Department of Job and Family Services.

Authorizes the Department of Job and Family Services and the
Department of Education to enter into an interagency agreement and to
develop procedures for operation of the state Title IV-A Head Start and
Title IV-A Head Start Plus programs.

Beginning September 1, 2003, authorizes the Department of Job and
Family Services to license Head Start programs, instead of the
Department of Education as under prior law.

Creates the Head Start Partnership Study Council to provide advice and
assistance to the Departments of Education and Job and Family Services
in FY 2004 and FY 2005 in designing and implementing the new Title
IV-A Head Start Plus Program.

Requires the Legidative Office of Education Oversight (LOEO) to study
partnership agreements between Head Start providers and child care

providers and to report findings to the General Assembly by December
31, 2004.

Permits the Legidative Committee on Education Oversight, by mgority
vote, to modify the due dates and scope of studies assigned by the
General Assembly to LOEO in order to accommodate the availability of
data and resources.

Reinstates students whose only identified disability is a speech and
language handicap to the calculation of whether a school district exceeds
the maximum average ratio of 25 "regular student population” students
per teacher.

Specifies that vocational, school-age special education, and handicapped
preschool units be approved by the Department of Education rather than
the State Board of Education.
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Specifies that handicapped preschool units will be available for children
who were three years old by December 1, instead of September 30.

Permits the Department of Education to reassign school buses purchased
with state subsidies by county MR/DD hoards or school districts when
those buses are no longer needed for the transportation of certain special
education or nonpublic school students.

Renames the Auxiliary Services Mobile Unit Replacement and Repair
Fund as the "Auxiliary Services Reimbursement Fund."

Increases, from $2,500 to $3,000 per student, the maximum scholarship
award amount under the Pilot Project Scholarship Program (Cleveland
voucher program) for students in grades kindergarten through eight.

Expands €ligibility for scholarship awards under the Pilot Project
Scholarship Program to ninth and tenth graders and sets the maximum
award amount for those students at $2,700 per student.

Increases the amount of additional tuition a private school may charge a
student in kindergarten through eighth grade receiving a scholarship
award of 75% of the maximum award under the Pilot Project Scholarship
Program, and permits a private school to charge the difference between
actua tuition and the scholarship amount for any high school student.

Directs the state Superintendent of Public Instruction to make payments
directly to providers of tutorial assistance through the Pilot Project
Scholarship Program instead of to the students parents.

Replaces the requirement that a school district in fiscal emergency
propose a tax levy to the voters sufficient to eliminate the operating
deficit and repay outstanding obligations with an option of proposing (or
not proposing) to the voters atax levy sufficient to generate enough funds
to produce a positive fiscal year end cash baance by the fifth year of its
five-year forecast.

Prohibits the Superintendent of Public Instruction from including, in
guidelines for declaring a school district to be under a "fiscal caution,” a
requirement that a district submit financial statements according to
"Generaly Accepted Accounting Principles' ("GAAP").
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Prohibits a community school whose contract has been terminated from
entering into a new contract with another sponsor.

Allows a community school to enter into a contract with a rew sponsor,
provided the school natifies its original sponsor within 180 days prior to
the contract's expiration that it will not renew the contract.

Permits an educational service center to sponsor a community school in
any "challenged school district.”

Requires the automatic withdrawa of a community school student after
missing 105 consecutive (rather than cumulative under prior law) hours
of learning opportunities without legitimate excuse.

Requires the Department of Education to pay to community schools the
per pupil amount of state parity aid funding that otherwise would be paid
to their students resident school districts, and requires the Department to
deduct the corresponding amount from the students resident districts.

Specifies that the amount paid to community schools and deducted from
the state aid of their students home districts cannot exceed the home
districts total state payments and property tax rollback reimbursement.

Requires the Department of Education in FY 2004 and FY 2005 to pay a
subsidy to certain community schools in which at least half of the total
number of enrolled students are severe behavior handicapped students.

Makes other changes to the community school law.

Eliminates the requirement that the Department of Education appoint
transportation coordinators to oversee transportation of students by
school districts.

Removes a school district's authority to limit textbook purchases to only
Six subjects per year, and eliminates the prohibition against a school
district changing or revising a textbook selection more frequently than
once every four years.

Provides that school district business managers, in genera, are to be
employed in the same manner as other administrators.
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Requires "academic watch" and "academic emergency” school districtsto
administer practice versions of the Ohio Graduation Tests (OGT) to ninth
graders beginning in the 2003-2004 school year.

Requires certain high schools in "academic emergency” districts to
provide intervention services to students whose scores on the practice
OGT indicate that they are unlikely to pass the rea OGT to qualify for a
diploma.

Eliminates the requirement that school districts issue annua reports of
school progress.

Eliminates a public school's authority to operate a school savings system
for students to deposit money into personal savings accounts.

Permits the board of education of a local school district to propose
severing the district from the educational service center (ESC) to which it
currently belongs and instead annexing to an ESC adjacent to its current
ESC, subject to approval of the governing board of the ESC to which the
district would be annexed and the State Board of Education, and subject
to areferendum of the district voters, if a petition isfiled within 60 days.

Eliminates the requirements that the State Board of Education adopt
standards for service plans by ESCs, approve such plans developed by
ESCs, and evaluate ESCs every five years.

Eliminates the requirement that ESCs certify their operating budgets to
the State Board of Education.

Clarifies procedures for the Department of Education to follow in
calculating payments to ESCs.

Allows an ESC that sponsors a community school (other than an Internet-
or computer-based community school) to recelve state per pupil
payments for the students of that school in FY 2004 and FY 2005, but
only if sufficient funds are appropriated to first pay all ESCs for the
students of the school districts they serve.

Eliminates provisons for ESC superintendents to approve the
employment of teachers, administrators, and superintendents by local
school districts.
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Specifically permits ESCs to conduct searches and recruitment of
candidates for employment in school districts.

Eliminates provisions for ESC superintendents to approve the assignment
of students and staff to respective schoolsin local school districts.

Clarifies the method of calculating cost of ESC office space provided by
aboard of county commissioners.

Eliminates the requirement that ESCs gather from local school districts
and submit to the State Board of Education on their behalf annual reports
of district statistics.

Transfers authority to propose the creation of a new local school district
from ESCs to the State Board of Education.

Eliminates the requirement that the State Board of Education adopt a
standard establishing a maximum ratio of 25 pupils to one teacher in
classes for bilingual multicultural pupils.

Eliminates the requirement that each county auditor file with the
Superintendent of Public Instruction each school district's certificate that
appropriations do not exceed estimated revenues.

Requires school districts and community schools to convert to a software
package that is certified by the Department of Education for the
management and reporting of data under the Education Management
Information System (EMIS) by July 1, 2004.

Requires a board of education that receives a petition requesting a
transfer of territory to an adjoining district to cause the board of elections
to check the sufficiency of signatures on that petition.

Requires the Department of Education, in consultation with stakeholders,
to recommend a plan to the Genera Assembly for the establishment of an
Ohio Regional Education Delivery System (OREDS) by March 31, 2004,
to provide "minimum core" services and technical assistance to school
districts and chartered nonpublic schools.

Requires the Department, in consultation with stakeholders, to develop
an accountability system for OREDS.

IB Legislative Service Commission -140- Sub. H.B. 95



Requires school districts and schools selected by the Superintendent of
Public Instruction for participation in the National Assessment of
Educational Progress (NAEP) to participate in the assessment.

Establishes a temporary pilot project for FY 2004 and 2005 under which
the parent of a child identified as autistic who is €eligible for specid
education and related services from the child's resident school district
may receive a scholarship of up to $15,000 (which is deducted from the
account of the child's resident district) to pay all or part of the tuition for
a special education program provided by another school district, another
public entity, or a nonpublic entity.

Requires the Legidative Office of Education Oversight to conduct a
formative evaluation of the pilot project special education program and
report findings to the General Assembly by March 1, 2005.

Requires generaly that students initially identified with a disability in the
2004-2005 or 2005-2006 school year undergo, at private expense, a
comprehensive eye exam by a licensed optometrist or physician within
three months after beginning special education services.

Requires the Department of Education to provide the results of educator
licensure examinations to the Ohio Board of Regents.

Reduces the stipend for teachers who are National Board certified from
$2,500 to $1,000 per year if they are accepted into the certification
program after May of 2003 or are certified after 2004.

Background on state education financing litigation

In DeRolph |, in 1997, the Supreme Court of Ohio ordered the General
Assembly to create a new school funding system.'” In that decision, the Court
held that the state's then-current school funding system did not provide a
"thorough and efficient system of common schools" as required under Article VI,
Section 2 of the Ohio Constitution. Responding to that order, in 1997 and 1998,

17 DeRolph v. State (1997), 78 Ohio S.3d 193.
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the 122nd General Assembly enacted severa bills dealing with the financing and
performance management of public schools.'®

On May 11, 2000, the Court held the new system unconstitutional on
essentially the same grounds.*® In DeRolph II, the Court praised the effort made
by the legislature but said that more had to be done in order to comply with its
order. While the Court did not give the General Assembly precise instructions as
how to fix the school funding system, it did highlight several areas that it found
needed attention. Those areas were as follows: (1) overreliance on local property
taxes, (2) increasing the basic aid formula amount, (3) continued attention to
school facilities, (4) improving the school solvency assistance program, (5)
funding of all state mandates, (6) eliminating "phantom revenue,” and (7) adopting
"strict, statewide academic guidelines.” The General Assembly was given until
June 15, 2001, to come up with a new system.?°

Building on the previous legidative work, the 124th General Assembly
substantially changed the state's academic accountability provisions, including a
requirement that the Department of Education develop new academic standards to
which new student diagnostic assessments and achievement tests are to be
aligned.?* In addition, in the 2001-2003 biennial budget act, the |egislature made
changes to the school funding system, including (among other things) enacting a

18 Among these bills were:  Am. Sub. H.B. 215, which was the general operating budget
for the 1997-1999 biennium; Am. Sub. SB. 102, which substantially amended the
Classroom Facilities Assistance Program and created the Ohio School Facilities
Commission; Am. Sub. SB. 55, which added new academic accountability requirements;
Sub. H.B. 412, which changed school district fiscal accountability requirements; and Am.
Sub. H.B. 650 and Am. Sub. H.B. 770, which together created a new school funding
system. In addition, in 1999, the 123rd General Assembly passed Am. Sub. H.B. 282,
which enacted a separate education budget and made some changes to the previous
legidlation.

19 DeRolph v. State (2000), 89 Ohio S.3d 1.

20 1n 2000, the 123rd General Assembly enacted two other bills also directed at some o
the concerns expressed by the Court in its DeRolph I order. Am. Sub. SB. 272 made
substantial changes in the school facilities assistance programs. Am. Sub. SB. 345
amended the school district solvency assistance program and modified requirements of
some school district mandates.

2L Am. Sub. SB. 1 of the 124th General Assembly.
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new parity aid subsidy and creating a new system of six special education funding
weights instead of three weights as under prior law.??

The state submitted these and the earlier changes to the Court prior to the
June 15, 2001, deadline. The Court heard oral arguments on the matter shortly
thereafter. On September 6, 2001, the Court issued its third opinion in the case
(DeRolph 111).2% In that decision, the majority found that most components of the
school funding system complied with its earlier orders and held that, if the General
Assembly enacted certain changes, the new system would be constitutional.
Specifically, the Court instructed the General Assembly to fully fund the new
parity aid subsidy by July 1, 2003, and to make adjustments to the method of
calculating the base cost of an adequate education (the base cost).

The state moved for reconsideration of the order, offering evidence that the
Court's ordered changes relative to the calculation of the base cost of an adequate
education were based on questionable data. The Court granted the motion but also
ordered the parties to participate in a mediated settlement conference®* Settlement
efforts were not successful, and the Court ruled again on the merits of the case on
December 11, 2002 (DeRolph 1V).%° In that order, the Court vacated its DeRolph
[l order and, instead, stated that both of its earlier substantive orders (DeRolph |
and Il) "are the law of the case." The Court also stated that "the current school
funding system is unconstitutional ."

Subsequently, the plaintiffs filed a motion in the Perry County Court of
Common Pleas seeking an order for a compliance conference relative to the
Supreme Court's order in DeRolph V. In response, the state filed a motion in the
Supreme Court seeking a writ of prohibition against Perry County Common Pleas
Judge Linton Lewis, arguing that the Judge was without jurisdiction to hear the
plaintiffs' motion before him. On May 16, 2003, the Supreme Court granted the
state's motion, holding that "it is beyond doubt that Judge Lewis and the common
pleas court patently and unambiguously lack jurisdiction over any post-DeRolph
IV proceedings.” The Court further stated that in granting the writ of prohibition,
it was bringing to an "end any further DeRolph litigation." According to the
Court, "the duty now lies with the General Assembly to remedy an educational

22 Am. Sub. H.B. 94 of the 124th General Assembly.
23 DeRolph v. State (2001), 93 Ohio S.3d 309.
24 DeRolph v. State (2001), 93 Ohio S.3d 628.

25 DeRolph v. State (2002), 97 Ohio S.3d 434.
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system that has been found by the majority in DeRolph 1V to still be
unconstitutional "

| ntroduction--key concepts of the current school funding system

State per pupil payments to school districts for operating expenses have
aways varied according to (1) the wedth of the district and (2) the specia
circumstances experienced by some districts. Under both the school funding
system in place prior to DeRolph | and the one in place since then, state operating
funding for school districts has been divided primarily into two types. base-cost
funding and categorical funding.

Base-cost funding

Base-cost funding can be viewed as the minimum amount of money
required per pupil for those expenses that all school districts experience on a
somewhat even basis. The primary costs are for such things as teachers of
curriculum courses; textbooks; janitorial and clerical services, administrative
functions; and student support employees such as school librarians and guidance
counselors.

Equalization. Both before and after the DeRolph case, state funds have
been used to "equalize" school district revenues. Equalization means using state
money to ensure that all districts, regardless of their property wealth, have an
equal amount of combined state and local revenues to spend for something. In an
equalized system, poor districts receive more state money than wealthy districtsin
order to guarantee the established minimum amount for all districts.

State and local shares. The school funding system essentially equalizes 23
mills of property tax for base-cost funding. It does this by providing sufficient
state money to each school district to ensure that, if all districts in the state levied
exactly 23 effective mills, they all would have the same per pupil amount of base-
cost money to spend (adjusted partially to reflect the cost of doing businessin the
district's county).?” To accomplish this equalization, the base-cost formula uses
five variables to compute the amount of state funding each district receives for its
base cost:

(1) The stipulated amount of base-cost funding that is guaranteed per pupil
in combined state and local funds (formally called the “for mula amount™).

%6 State ex rel. State v. Lewis (2003), 99 Ohio S.3d 97.

2" One mill produces $1 of tax revenue for every $1,000 of taxable property valuation.
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(2) An adjustment to the formula amount known as the “cost-of-doing-
business factor." This variable is a cost factor intended to reflect differences in
the cost of doing business across Ohio's 88 counties. Each county is assigned a
factor by statute. The formula amount is multiplied by the cost-of -doing-business
factor for the appropriate county to obtain the specific guaranteed per pupil
formula amount for each school district. In FY 2003, the factors ranged from 1.00
(Gallia County) to 1.075 (Hamilton County).

(3) A number called the 'formula ADM," which roughly reflects the full-
time-equivalent number of district students.

(4) Thetotal taxable dollar value of real and personal property subject
to taxation in the district, adjusted to phase in increases in valuation resulting from
a county auditor's triennial reappraisal or update. (This adjusted valuation is
known as "recognized valuation.")

(5) The local tax rate, expressed in number of mills, assumed to produce
the local share of the guaranteed per pupil funding. The tax rate assumed is 23
mills, although the law only requires districts to actually levy 20 mills to
participate in the school funding system.

Each district's state base-cost funding is computed first by calculating the
amount of combined state and local funds guaranteed to the district. Thisis done
by adjusting the formula amount for the appropriate cost-of-doing-business factor
and multiplying the adjusted amount by the district's formula ADM. Next, the
assumed "local share" (commonly called the "charge-off") is calculated by
multiplying the district's adjusted total taxable value by the 23 mills attributed as
the local tax rate. Thislocal share is then subtracted from the guaranteed amount
to produce the district's state base-cost funding.

Base-cost funding formula. Expressed as a formula, base-cost funding is
calculated asfollows:

(formula amount X cost-of-doing-business factor X formula ADM) minus
(.023 X the district's adjusted total taxable value)

Sample FY 2003 calculation. If Hypothetical Local School District were
located in a county with a cost-of -doing-business factor of 1.025 (meaning its cost
of doing business was assumed to be 2.5% higher than in the lowest cost county),
its formula ADM were 1,000 students, and it had an adjusted valuation of $75
million, its FY 2003 state base-cost funding amount would have been $3,348,000,
calculated asfollows:
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$4,949  FY 2003 formula amount

x1.025  District's cost-of -doing-business factor

$5,073  District's adjusted formula amount

x1,000 District'sformula ADM (approximate enrollment)
$5,073,000 District's base-cost amount

-$1,725,000 District's charge-off (assumed local share based on
23 mills charged against the district's $75 million in
adjusted property valuation)

$3,348,000 District's state payment toward base-cost amount

66%  District's state share percentage (per cent of total
base cost paid by state)

How the base-cost amount was established. The primary difference
between the pre- and post-DeRolph funding systems in calculating base-cost
funding is that the state and local amount guaranteed per pupil (known as the
formula amount) before DeRolph was stated in statute without any specific
method of selecting the amount. Since DeRolph, the General Assembly has
utilized explicit methodologies for determining the base cost of an adequate
education, from which is derived the formula amount. The current methodology
relies on the premise that, all other things being equal, most school districts should
be able to achieve satisfactory performance if they have available to them the
average amount of funds spent by those districts that have met the standard for
satisfactory performance.?® The standard for that performance adopted by the
General Assembly in 2001 was meeting in FY 1999 at least 20 of the 27 state
academic performance standards. In essence, the General Assembly developed an
"expenditure model” by examining the average per pupil expenditures of school
districts deemed to be performing satisfactorily. From the initial group of these
districts, it eliminated "outriders" (the top and bottom 5% in property wealth and
personal income) and arrived at 127 districts to include in the model. The base
cost derived from analyzing that group's FY 1999 expenditures was $4,814 per
pupil for FY 2002. That amount was to be increased by an inflation factor of 2.8%
for each of the following five fiscal years, through FY 2007.

28 The fact that "all other things are not equal” is the rationale behind the "categorical”
funding povided for school districts with greater needs for transportation funding,
DPIA, special education services, and similar requirements that vary from district to
district.
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Equity aid phase-out

The pre-DeRolph funding system paid a second tier of state aid to school
districts whose property wealth fell beneath an established threshold. This "equity
aid" was paid beginning in FY 1993 as an add-on to the state base-cost (then
called "basic aid") funding. The state has been phasing out equity aid by reducing
the number of districts receiving the subsidy and decreasing the number of extra
mills equalized under it for each fiscal year. No more equity aid is scheduled to be
paid after FY 2005.

Parity aid

In 2001, the General Assembly began phasing in a new subsidy, known as
"parity aid," to replace equity aid (and another, former subsidy known as "power
equalization"). The new parity aid subsidy pays additional state funds to school
districts based on combined income and property wealth. For most eligible school
districts, parity aid essentially pays state funds to make up the difference between
what 9.5 mills would raise against the district's income-adjusted property wealth
versus what 9.5 mills would raise in the district where the income-adjusted
property wealth ranks as the 123rd highest (the 80th percentile)®* These 9.5 mills
represent the General Assembly's determination of the average number of
"effective operating mills* (including school district income tax equivalent mills)
that school districts in the 70th to 90th percentiles of property valuations levied in
FY 2001 beyond the millage needed to finance their calculated local shares of
base-cost, special education, vocational education, and transportation funding.

The amount of parity aid, therefore, varies based on how far below the
123rd district a district's income-adjusted valuation falls, with the 123 districts
having the highest income-adjusted valuations being ineligible for aid. Districts
need not actually levy any of the 9.5 mills to receive a state payment.

Categorical funding

Categorical funding is a type of funding the state provides school districts
in addition to base-cost funding. It can be viewed as money a school district
requires because of the special circumstances of some of its students or the special
circumstances of the district itself (such asitslocation in a higher-cost area of the
state). Some categorical funding, namely the cost-of-doing-business factor and

%9 There is an alternative formula for calculating parity aid payments for districts that
experience a combination of lower incomes, higher poverty, and higher business costs
than the statewide medians of these variables.
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some adjustments to local property value, is actually built into the base-cost
formula. But most categorical funding is paid separately from the base cost,
including:

(1) Specia education additional weighted funding, which pays districts a
portion of the additional costs associated with educating children with disabilities;

(2) Vocational education additional weighted funding, which pays districts
a portion of the additional costs associated with educating students in job training,
workforce development, and other career-technical programs,

(3) Gifted education unit funding, which provides funds to districts for
special programs for gifted children;

(4) Disadvantaged Pupil Impact Aid, or "DPIA," which provides additional
state money to districts where the proportion of low-income students receiving
public assistance is a certain percentage of the statewide proportion; and

(5) Transportation funding, which reimburses districts a portion of their
costs of transporting children to and from public and private schools.

Special education_and vocational education weights. The post-DeRolph
school funding system pays a per pupil amount for special education and
vocational education students on top of the amount generated by the base-cost
formula for those students. It does this using an add-on formula assigning weights
to those students. Weights are an expression of additional costs attributable to the
special circumstances of the students in the weight class, and are expressed as a
percentage of the formula amount. For example, a weight of 0.25 would indicate
that an additional 25% of the formula amount (or, about $1,237 more dollars for
FY 2003) is necessary to provide additional services to a student in that category.
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Special Education Weights Vocational Education Weights

Disabilities Weight Categories Weight
Speech and language only 0.2892 Job-training and workforce | 0.57
Specific learning disabled development
Other vocational education | 0.28
Developmentally programs
handicapped 0.3691
Other health handicapped-
minor
Severe behavior handicapped
Hearing handicapped 1.7695

Vision Impaired
Orthopedically handicapped

Other health handicapped- 2.3646

major

Multihandicapped 3.1129
Both visually and hearing

disabled

Autism 4.7342

Traumatic brain injury

IB Legislative Service Commission -149- Sub. H.B. 95



Each school district is paid its state share percentage of the additional
weighted amount calculated for special education and vocational education (see
"State and local shares of special and vocational education costs," below). In
addition, school districts may receive an additional "catastrophic cost" subsidy for
some specia education students if the district's costs to serve the students exceed a
certain amount.

The state also pays subsidies for speech services and for "associated
vocational education services" using separate formulas.

Phase-in_of special education weights. In 2001, the General Assembly
replaced the then-current system of two specia education weights for three
categories of disabilities with a system of six weights for six categories of
disabilities. These six new weights are being phased in. The new weights were
paid at 82.5% of their valuein FY 2002 and 87.5% in FY 2003.

State and local shares of gpecial and vocational education costs. The
funding system equalizes special education and vocational education costs by
requiring a state and local share for the additional costs. This is determined for
each dstrict from the percentage of the base-cost amount supplied by each. For
instance, if the state pays 55% of a district's base-cost amount and the district
supplies the other 45%, the state and local shares of the additional special
education and vocational funding likewise are 55% and 45%, respectively.

Gifted education funding. The state uses "unit funding” to pay school
districts to serve students identified as gifted. A "unit" is a group of students
receiving the same education program. In FY 2003, districts and educational
service centersreceived for each approved unit the sum of:

(1) The annual salary the gifted teacher would receive if he or she were
paid under the state's former minimum teacher salary schedule in effect prior to
2001 for ateacher with his or her training and experience;

(2) Anamount (for fringe benefits) equal to 15% of the salary allowance;
(3) A basic unit allowance of $2,678; and

(4) A supplemental unit alowance, the amount of which partialy
depended on the district's state share percentage of base-cost funding. In FY 2003,
for each gifted unit, a district received a supplemental unit allowance of $2,625.50
plus the district's state share percentage of $5,550 per unit.

Disadvantaged Pupil Impact Aid (DPIA). An additional, nonequalized
state subsidy is paid to school districts with threshold percentages of resident
children from families receiving public assistance. The amount paid for DPIA




depends largely on the district's DPIA index, which is its percentage of children
receiving public assistance compared to the statewide percentage of such children.
Three separate cal culations determine the total amount of a district's DPIA funds:

(1) Any district with a DPIA index greater than or equal to 0.35 (meaning
its proportion of children receiving public assistance is at least 35% of the
statewide proportion) receives money for safety and remediation. Districts with
DPIA indices between 0.35 and 1.00 receive $230 per pupil in a public assistance
family. The per pupil amount increases proportionately for districts whose indices
are greater than 1.00 as the DPIA index increases.

(2) Districts with a DPIA index greater than 0.60 receive an additional
payment for increasing the amount of instructional attention per pupil in grades K
to 3. The amount of the payment increases with the DPIA index. This payment is
called the "third grade guarantee,” but is a'so known as the "class-size reduction”
payment.

(3) Districts that have either a DPIA index equal to or greater than 1.00
(having at least the statewide average percentage of public assistance children) or
a three-year average formula ADM exceeding 17,500, and that offer all-day
kindergarten receive state funding for the additional half day.

However, al districts (regardiess of their DPIA indices) are €eligible for at
least the amount of DPIA funding they received during FY 1998, the last year of
the old school funding system.

Trangportation. In FY 1998, under the pre-DeRolph school funding
system, state payments to school districts for transportation averaged 38% of their
total transportation costs. Following DeRolph | the General Assembly established
a new transportation funding formula and commenced a phase-in that, by FY
2003, resulted in the state paying districts the greater of 60% or the district's base-
cost state share percentage of the amount calculated by the new formula.

The formula itself is based on the statistical method of multivariate
regression analysis*®  Under this formula, each district's payment for
transportation of students on school buses is based on (1) the number of daily bus
miles traveled per day per student in the previous fiscal year and (2) the

% Regression analysis is a dtatistical tool that can explain how much of the variance in
one variable (in this case, transportation costs from district to district) can be explained
by variance in other variables (here, number of bus miles per student per day and the
per centage of students transported on buses).
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percentage of its student body that it transported on school buses in the previous
fiscal year (whether the buses were owned by the district board or a contractor).3
The Department of Education updates the values for the formula and calcul ates the
payments each year based on analysis of transportation data from the previous
fiscal year. The Department must apply a 2.8% inflation factor to the previous
year's cost data.

In 1999, the General Assembly established a separate "rough road subsidy”
targeted at relatively sparsely populated districts where there are relatively high
proportions of rough road surfaces.

Subsidies addressing reliance on property taxes

Charge-off supplement (" gap aid revenue'). Certain school districts are
not able to achieve 23 effective millsto cover their assumed local share of the base
cost. In other cases, districts' effective tax rates will not cover their assumed local
shares of special education, vocational education, and transportation funding. In
such cases, the law provides a subsidy to make up the gap between the districts
effective tax rates and their assumed local shares for base-cost, special education,
vocational education, and transportation.

Excess cost supplement. Beginning in FY 2003, continuing law limits the
amount of local resources that a school district is expected to contribute toward the
local share of the calculated amount of its special education, vocational education,
and transportation funding. After the state and local share percentages have been
calculated for a district in these categories, any amount of attributed local share
that exceeds the cap (which the law labels "excess costs') must be paid by the
state. In FY 2003, the annual amount of any school district's aggregate calcul ated
local share for these three categories could not exceed the product of 3 mills times
the district's "recognized val uation."**> (The 3 mills worth of resources devoted to
these categories are above the 23 mills of local revenue assumed to be applied
toward base-cost funding.)

For FY 2004 and 2005, the act prescribes an excess cost threshold of 3.3
mills (see "Excess cost threshold,” below).

31 The statute presents the following model of the formula based on an analysis of FY
1998 transportation data: 51.79027 + (139.62626 x daily bus miles per student) +

(116.25573 x transported student percentage). The law directs that the formula be
updated each year to reflect new data. (R.C. 3317.022(D)(2).)

32 "Recognized valuation" is a constructed valuation that phases in the assessed
valuation increases resulting froma triennial reappraisal or update by a county auditor.
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State funding quarantee

The funding system guarantees every school district with a formula ADM
over 150 that it will receive a minimum amount of state aid based on its state
funds for FY 1998. The state funds guaranteed include the sum of base-cost
funding, special education funding, vocational education funding, gifted education
funding, DPIA funds, equity aid, state subsidies for teachers with high training and
experience, and state "extended service" subsidies for teachers working in summer

school.
Highlights of the Act's Funding Revisions
FY 2004 FY 2004 FY 2005 FY 2005

FY 2003 Prior Law | H.B.95 Prior Law | H.B.95
Base Cost $4,949 $5,088 $5,058 $5,230 $5,169
Amount (2.8% (2.8% (2.2% (2.8% (2.2%
(Inflation increase increase increase increase increase
Factor) fromFY fromFY fromFY fromFY fromFY

2002) 2003) 2003) 2004) 2004)
Specia ed. 87.5% Unspecified | 88% Unspecified | 90%
phase-in %
Excesscost | 3mills 3 mills 3.3 mills 3 mills 3.3 mills
threshold
Parity aid 40% 60% 58% 80% 76%
phase-in %

Adjustment of base-cost inflation factor

(R.C. 3317.012)

The General Assembly calculated the per pupil base-cost amount in 2001
based on FY 1999 expenditure data (see "How the base-cost amount was
established," above). It then applied an annual inflation factor of 2.8% to the FY
1999 figure to arrive at the per pupil amounts for the six-year period from FY
2002 through FY 2007.
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The act revises the inflation factor for FY 2004 and FY 2005 from 2.8% to
2.2%, which results in base cost amounts of $5,058 per pupil (rather than $5,088)
in FY 2004 and $5,169 per pupil (rather than $5,230) in FY 2005.

Update of cost-of-doing-businessfactors

(R.C. 3317.02)

The act adjusts the cost-of-doing-business factors for the individual
counties to reflect the Department of Education's latest determination of the
relative costs among the counties. But the act maintains the maximum variance of
7.5% between the base county (Gallia County) and the highest-cost county
(Hamilton County).

Elimination of three-year averaging of formula ADM

(R.C. 3317.022(A) and (B) and 3317.16(A) and (B))

The act eliminates the practice of substituting a school district's three-year
average formula ADM in the base-cost formula, in place of its current-year
formula ADM, if the three-year average is greater than the current-year number.
(The three-year average was calculated using the district's formula ADM for the
current and previous two fiscal years.)

M easurement of attendance

(Section 41.38)

While it continues the use of the current-year's formula ADM, the act
requires the Department of Education to provide to the General Assembly, by
January 1, 2004, "a feasible standard for measuring school district attendance
rates."

Percentage of JVSD students counted in the formula ADM of school districts

(R.C. 3317.03(A)(3), 3313.981(C)(4), 3314.08(B)(2)(€), and 3317.023(A)(4))

The act reduces from 25% to 20% the percentage of joint vocational school
district (JVSD) students that may also be included in the formula ADM of city,
local, and exempted village school districts or community schools.

33 Moreover, the act eliminates the statutorily prescribed per pupil amounts for FY 2006
and FY 2007. See "Amendments to statutes in anticipation of new funding system,"
below.
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Under continuing law, JVSD students are counted on a full-time
equivalency basis not only in the formula ADM of their JVSDs, but they each are
also partially counted in the formula ADM of the city, local, or exempted village
school districts where they otherwise are entitled to attend school (or, in some
circumstances, in the enrollment of a community school). That is, a full-time
JVSD student is counted as a full-time student in the JVSD's formula ADM and as
a part-time (20%) student in the formula ADM of the student's city, local, or
exempted village school district (or the student's community school). Therefore
each JVSD student generates additional state funds for the city, local, or exempted
village dstrict (or community school). Presumably, this additional funding to the
school district or community school is to cover any administrative duties the
district or school hasrelative to JV SD students.

Transitional aid

(Section 41.37)

For FY 2004 and FY 2005, the act directs that no school district's "SF3
funding plus charge-off supplement” decrease by more than 5%. If any district's
calculated payments decrease by more than 5%, the Department must pay the
district additional state funds to reduce the decrease to 5%.

A district's "SF-3 funding plus charge-off supplement” comprises most of
the state subsidies paid to school districts, including base-cost, special education,
vocational education, transportation, DPIA, gifted education units, parity aid, and
the charge-off supplement. In FY 2004, the Department must calculate the
transitional aid subsidy based on the FY 2003 amount |ess the budget cuts ordered
by the Governor in March 2003.

Parity aid phase-in percentages

(R.C. 3317.0217)

The General Assembly began phasing in the parity aid subsidy in FY 2002,
when it directed that 20% of the amount calculated by the parity aid formula be
paid. In the following year, FY 2003, 40% was paid. Prior law directed that 60%
would be paid in FY 2004, 80% in FY 2005, and 100% in subsequent years.

The act reduces the FY 2004 and FY 2005 phase-in percentages to 58% and
76%, respectively. It does not affect the requirement that 100% of the formula
calculation be paid after FY 2005.
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Excess cost threshold

(R.C. 3317.022(F))

The act increases from 3 mills to 3.3 mills the threshold at which a school
district becomes eligible for the state excess cost supplement. Thus, if adistrict's
combined, calculated local share for special education, vocational education, and
transportation exceeds 3.3 mills times its recognized valuation, the state must pay
the district a subsidy equal to the amount by which the district's combined,
calculated local share for these categories exceeds that threshol d.

Amendments to statutes in anticipation of new funding system

Elimination of future school funding features

(R.C. 3317.012 and 3317.0217)

In apparent anticipation of the General Assembly enacting a new school
funding system in the future, the act revises several statutes to prevent their
application beyond FY 2005, as follows:

(1) The act eliminates the statutory base-cost amounts for FY 2006 and
FY 2007 (R.C. 3317.012(A)).

(2) It eliminates the requirement that the General Assembly form a
committee every six years (a) to recommend a rational methodology for
calculating the base cost of an adequate education and (b) to update the parity aid
calculation (R.C. 3317.012(C) and 3317.0217).

(3) It eliminates requirements that the General Assembly (a) recal culate the
base cost of an adequate education every six years, (b) biennially determine the
state share percentage of base cost and parity aid funding, and (c) enact methods to
keep that state share percentage within 2.5%, plus or minus, of that percentage for
the fiscal year in which the base cost was last calculated (R.C. 3317.012(D)).

Two-year extension of other school funding components

(R.C. 3317.022, 3317.11, and 3317.16)

The act extends into fiscal years 2004 and 2005 the following school
funding components from fiscal year 2003:
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(1) The $25,700 threshold for "catastrophic" special education costs in
categories two through five of the special education weights (R.C.
3317.022(C)(3)(b)(i));**

(2) The $30,840 threshold for "catastrophic" specia education costs in
category six of the special education weights (R.C. 3317.022(C)(3)(b)(ii));

(3) The $30,000 personnel allowance used to calculate the subsidy paid to
school districts for speech services rendered to students who are not special
education students (R.C. 3317.022(C)(4) and 3317.16(D)(2)); and

(4) The $37 per pupil state subsidy paid to most educational service centers
(R.C. 3317.11(F)(2)).

GRADS personnel allowance

(R.C. 3317.024(R))

The act increases the GRADS personnel allowance from $46,260 in FY
2003 to $47,555 in FY 2004 and FY 2005. The GRADS program ("Graduation,
Redlity, and Dual-Role Skills') serves pregnant and parenting teen students.
Participating school districts receive state funding equal to their district state share
percentage times the GRADS personnel allowance for every full-time-equivalent
number of approved GRADS teachers.

Across-the-board DPI A payment increase for FY 2004 and FY 2005

(Section 41.10)

An uncodified provision of the act directs that every school district receive
a 2% increase in its FY 2004 and FY 2005 DPIA payment, unless it has received
the same DPIA payment every year since FY 1998 because it is on the DPIA
"guarantee,” which entitles districts to receive no less in DPIA funds than they
received under the old, pre-DeRolph DPIA program. This across-the-board
increase appears to apply regardiess of whether the district experiences an increase
or decrease in its "DPIA index," which is a calculated figure that represents the
district's concentration of children whose families receive public assistance,
relative to the state as a whole, and governs the amount and type of DPIA payment

341t a school district or community school incurs costs beyond the threshold amount for
serving a disabled student, it becomes eligible for additional partial state reimbursement
of the costs exceeding the threshold.
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district may receive (see the DPIA background description "Disadvantaged Pupil
| mpact Aid (DPIA)," above).

This uncodified stipulation of an across-the-board 2% increase for FY 2004
and FY 2005, therefore, appears to defer a change in the calculation of the DPIA
index, which prior law had scheduled to take effect in FY 2004. The old DPIA
index measurement accounted only for children whose families receive assistance
under the Ohio Works First program. Beginning in FY 2004, the new
measurement was to have included children receiving assistance under any one of
severa different programs. Ohio Works First, Medicaid, the Children's Health
Insurance program ("CHIP"), the Food Stamp program, or the state Disability
Assistance program. But the mandate for a straight 2% increase would appear to
supersede any changes in DPIA payments that otherwise would have resulted from
this change in calculating the index.

Special education funding weights

(R.C. 3317.013)

During the 2001-2003 biennium, the state was phasing in a system of six
special education weights (see 'Phase-in_of special education weights," above).

Prior to this act, no phase-in percentage was specified in statute after FY 2003.

The act continues the phase-in by specifying payment percentages of 88%
for FY 2004 and 90% for FY 2005.

The act requires the Department to submit a report to OBM by May 30 of
2004 and 2005 that specifies for each school district the amount of local, state, and
federal pass-through funds allocated for special education and related services.

Speech language pathology services

(R.C. 3317.022(C) and 3317.16(D))

Each specia education weight creates a state subsidy for school districts for
the provision of special education services to students in the weighted category.
Category One, which has the lowest weight, covers services associated with
speech and language disabilities. The percentage of funds generated from the
specia education weights that is paid by the state is typically the same as the state-
share percentage of a district's base cost funding (see "Special education and
vocational education _weights" and "State and local shares of special and
vocational education costs' above). Those funds must be spent on specia
education and related services approved by the Department of Education.
Approved expenditures itemized in prior law included the identification of
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handicapped children, compliance with state rules regarding their education, the
provision of avariety of program options, and administrative costs.

Another subsidy exists in continuing law for districts that provide speech
services to students. The speech subsidy consists of the state-share percentage for
the district of a personnel alowance ($30,000 for the 2003-2005 biennium) for
every 2,000 students in the district's formula ADM. While the personnel
allowance may benefit special education students with disabilities, it is not
exclusively a special education subsidy. Speech services covered by the subsidy
include those provided to any student, regardless of whether the student has an
individualized education program (I1EP).

The act retains the list of approved expenditures of special education
funding and adds the provision of speech language pathology services to that list.
It also clarifies that the speech subsidy that is separate from the Category One
weight must be used only for the provision of speech language pathology services
to students. Finally, the act establishes a minimum amount that districts must
spend for speech language pathology services. This minimum is the combined
total of the state funds received by the district for its Category One specia
education students and the amount of the district's speech subsidy.*® In other
words, under the act, districts are required to spend state subsidies for speech
services to regular and special education students solely for the provision of
speech language pathology services.

Expenditure of vocational education funding and reporting of that expenditure

(R.C. 3317.014, 3317.022(E), and 3317.16(C)(1))

The act provides some new statutory instruction as to how school districts
are to spend vocational education weighted funding. Specifically, it requires that
each joint vocational school district receiving weighted funding for vocational
education and associated services spend those funds for such services as approved
by the Department of Education. This provision is similar to one under
preexisting law that applies to city, exempted village, and local school districts.
The act further specifies that the vocational educational expenses approved by the

35 This amount is represented mathematically by the following equation:

(the district's state share percentage X the base cost formula amount X the district's total
special education weight for Category One students) + [(the district's ADM divided by
2,000) X $30,000 X the district's state share percentage] = minimum district expenditure
for speech language pathology services
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Department for all school districts include only expenses "connected to the
delivery of career-technical programming to career-technical students.”

In addition, the act requires the Department to require each city, exempted
village, local, and joint vocational school district to report data annually so that the
Department may monitor the district's compliance with the requirements regarding
the manner in which vocational education funding may be spent. Finally, the act
requires the Department to annually report to the Governor and the General
Assembly the amount of weighted funding for vocational education and associated
services that is spent by each school district and joint vocational school district
specifically for those services.

Joint vocational school district special education funding and expenditures

Joint vocational school districts (JVSDs) are specia taxing districts that
provide career-technical instruction to high school students. They are formed by
agreements among two or more member school districts. The member districts
send their students who wish to enroll in career-technical programs to the JVSD
for those services. In addition, JVSDs may enter into contracts with nonmember
districts and schoolsto provide services specified in the contracts.

Attribution and payment of excess costs

(R.C. 3314.083, 3317.023(M), and 3317.16(G)(2) to (4))

In addition to weighted vocational education amounts, each joint vocational
school district receives the calculated base-cost and weighted special education
amounts attributed to the students enrolled in the JVSD. These amounts,
calculated on a full-time-equivalency basis, are the amounts that otherwise would
be paid to a student's resident district (the regular school district in which the
student is entitled to attend school free of tuition) or to a community school, if the
student is enrolled in such a school3® However, a JVSD is not the entity
responsible for developing a disabled student's individualized education program
(IEP) and for guaranteeing that the student receives the services called for in the

36 A community school, established under R.C. Chapter 3314., is an independent public
school that is governed under a contract with a sponsoring entity. It receives state
funding that is deducted from the account of the school district in which each student
enrolled in the school is otherwise entitled to attend school. The amount of such funding
is equal to the base-cost formula amount plus special education weights, vocational
education weights, and Disadvantaged Pupil Impact Aid attributed to the student
enrolled in the community school.
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IEP. Instead, such a student's resident district or community school is legaly
responsible for the student's |EP.%’

In some cases, the sum of the money a JVSD receives from the calculated
state and local shares may not cover the actual cost of providing specia education
and related services to the disabled students enrolled in the JVSD. In such case,
the act specifies that the portion of the cost of providing those services by a JvSD
that exceeds the sum of the calculated state and local shares of base-cost and
special education funding be paid by the student's resident district or, if the student
is also enrolled in a community school, by that school. The act requires the
Department of Education to deduct the amount of these excess costs from the
account of the applicable resident district or community school and to pay that
amount to the JV SD.

Requirement that joint vocational school districts spend the formula-
calculated amounts on special education and related services

(R.C. 3317.16(D)(3))

The act specifically requires each JVSD to spend the amount calculated for
combined state and local shares of base-cost and special education payments for
special education and related services as approved by the Department of
Education. Those purposes approved by the Department must include, but are not
limited to, compliance with state rules governing the education of handicapped
children, providing the services prescribed in the IEP, and the portion of a VSD's
overall administrative and overhead costs that are attributable to its special
education student population. The Department must require JV SDs to report data
annually to allow for monitoring of their compliance with this provision. In
addition, the Department must annually report to the Governor and the General
Assembly the amount of money spent by each JVSD for special education and
related services.

A similar provision applying to city, local, and exempted village school
districts was enacted in 2001.3®

37 Seg, R.C. 3323.01(G) and 3323.012, neither section in the act.

38 See, division (C)(4) of R.C. 3317.022.
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Head Start and Head Start Plus

(R.C. 3301.31, 3301.33, 3301.34, 3301.35, 3301.36, 3301.38, 3301.40, and
5104.01(T): Sections 3.13, 3.14, 3.15, 41.19, and 59.33)

Head Start programs provide instruction and health care services to
preschool children living in lowincome families. Local agencies, including
school districts, may receive direct grants from the federal government to operate
Head Start programs. In addition, the state, through an inter-agency agreement
between the Department of Job and Family Services and the Department of
Education, continues to operate a Head Start funding program that provides
assistance to local agencies in operating their programs. These Head Start
programs are funded separately from any state-funded "preschool” programs
operated by school districts.

For fiscal year 2004, the act continues authorization for the preexisting
Head Start funding program operated by the Department of Education.
Beginning in FY 2005, however, the act replaces that authorization with
authorization for two new programs. "Title IV-A Head Start" and "Title IV-A
Head Start Plus." (It does not affect the federal direct aid to Head Start agencies.)
The new state programs are to be operated by the Department of Education and
funded with federa TANF moneys transferred from the Department of Job and
Family Services to the Department of Education.*® The two departments are
authorized under the act to enter into an interagency agreement to develop
procedures for the operation of the programs. Title IV-A Head Start will provide
traditional Head Start services and Title IV-A Head Start Plus will provide year-
round Head Start services along with child care services. Both programs are
restricted to providing only Title IV-A (TANFé€ligible) services to only
individuals who are eligible for TANF services under a Head Start program. Only
agencies that are approved by the Department of Education for participation in the
programs may receive reimbursements for services provided to €ligible
individuals. The eligible services are those that are alowable under Title IV-A of
the Social Security Act, but they cannot be benefits and services that federal

39 |t does add a requirement that Head Start agencies that enroll in fiscal year 2004
children whose families receive child care subsidies from the state to partner with child
care centers or family day care homes, "where appropriate” (Section 41.19, ninth

paragraph).

40 TANF is a block grant program authorized by Title IV-A of the Social Security Act, 42
U.SC. 601, that provides "temporary assistance for needy families” The program
provides federal funds to states to serve low-income families with children.
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regulations include in the term "assistance.*! Under both programs, the

Department of Education will contract directly with Head Start agencies to
provide local services and will reimburse those agencies directly for services
provided to eligible persons. #?

Each county department of job and family services is required under the act
to determine the eligibility of individuals for those Title IV-A services. In
addition, each county department is required to assist the Department of Education
in administering the Head Start Plus programs by establishing co-payment
requirements in accordance with state Department of Job and Family Services
rules. The act would have required the county departments to ensure that all
reimbursements paid by the Department of Education to a Title IV-A Head Start

41 Accordingly, these services cannot include "cash, payments, vouchers, and other forms
of benefits designed to meet a family's ongoing basic needs (i.e., for food, clothing,
shelter, utilities, household goods, personal care items, and general incidental
expenses).” It must, however, include:

(1) "Nonrecurrent, short-term benefits . . . designed to deal with a specific crisis
situation or episode of need [that are] not intended to meet recurrent or ongoing needs,
and [that will] not extend beyond four months;

(2) Work subsidies (i.e., payments to employers or third parties to help cover the costs
of employee wages, benefits, supervision, and training);

(3) Supportive services such as child care and transportation provided to families who
are employed;

(4) Refundable earned income tax credits;
(5) Contributions to, and distributions from, Individual Development Accounts;

(6) Services such as counseling, case management, peer support, child care
information and referral, transitional services, job retention, job advancement, and other
employment-related services that do not provide basic income support; and

(7) Transportation benefits provided under a Job Access or Reverse Commute project
... toanindividual who is not otherwise receiving assistance." (45 C.F.R. 260.31(a) and

(b).)

“2 The act also prescribes that costs for developing and administering a Title IV-A Head
Sart or Title IV-A Head Sart Plus program may not exceed 15% of the total approved
costs of the program.

IB Legislative Service Commission -163- Am. Sub. H.B. 95



Plus agency are for alowable services. However, the Governor vetoed that
language.

The act also prescribes other administrative duties of the Department of
Education. Among others, it requires the Department of Education:

(1) To adopt policies and procedures for the approval, suspension, and
removal of Title IV-A Head Start and Title IV-A Head Start Plus agencies from
the list of approved providers,

(2) To provide technical assistance to Title IV-A Head Start agencies and
to both Head Start Plus agencies and the child care partners with whom those
agencies contract for day care services;

(3) To distribute the programs funds on a per-pupil basis, which the
Department may adjust so that the per pupil amount multiplied by the number of
eligible children enrolled and receiving services on December 1 (or the first
business day following that date) equals the amount all ocated;

(4) To prescribe an assessment instrument and target levels for critical
performance indicators to assess Title 1V-A Head Start and Head Start Plus
agencies; and

(5) Torequire Title IV-A Head Start and Head Start Plus agencies to do all
of the following:

(@) Address federal Head Start education and assessment performance
standards and state pre-kindergarten math and literacy content standards;

(b) Comply with the Department's prescribed assessment requirements
(which are to be aligned with the assessment system for kindergarten through
twelfth grade);

(c) Comply with federa Head Start performance standards for
comprehensive services in health, nutrition, mental health, family partnership, and
social services as required by federal regulations;

(d) Require teachers to attend a minimum of 20 hours of professional
development regarding the implementation of content standards and assessment;
and

(e) Document and report child progress using research-based indicators as
prescribed by the Department.
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Corrective action plan

(R.C. 3301.38(1))

The act requires a Title IV-A Head Start or Title IV-A Head Start Plus
agency to propose and implement a corrective action plan that has been approved
by the Department of Education when the Department determines either of the
following:

(& The financial practices of the agency are not in accordance with
"standard accounting principles' and federal requirements or do not meet financial
standards required in the agency's contract with the Department; or

(b) The agency fails to substantially meet the Head Start performance
standards prescribed by the Department (see just above) or exhibits below average
performance as measured against those performance indicators.

The corrective action plan must include a schedule of monitoring by the
Department of Education. The Department may withhold funding to the agency,
and if it fails to satisfactorily complete a corrective action, the Department may
suspend or terminate part or al of the funding to the agency and may remove the
agency from the list of approved providers.

Licensing of Head Start agencies

(R.C. 3301.37, 330152 to 330155, 3301.57, 330158, 5104.02, and
5104.32(B)(4), and repealed R.C. 3301.581)

Under prior law, all Head Start agencies were licensed by the Department
of Education as preschool programs. Beginning September 1, 2003, the act
eliminates the Department of Education's authority to license Head Start agencies
and instead authorizes the state Department of Job and Family Services to license
the agencies as child day-care centers, according to procedures prescribed in R.C.
Chapter 5104.*® Howewer, the act permits agencies currently holding valid Head
Start licenses issued by the Department of Education to continue to operate under
those licenses until the earlier of the expiration date specified on that license or

3 The act does not affect the Department of Education's authority to license regular
preschool programs operated by school districts.
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September 1, 2005. To continue operating after that date, an agency must obtain a
license issued by the Department of Job and Family Services.**

Head Start Partnership Study Council

(Section 41.35)

The act creates a temporary "Head Start Partnership Study Council” to
provide advice and assistance to the Departments of Education and Job and Family
Services in planning and implementing the new Title IV-A Head Start Plus
programs. The Council isto consist of the following 22 members:

(1) Four representatives appointed by the Director of Job and Family
Services, two of whom are employees of the Department of Job and Family
Services;

(2) Four representatives appointed by the Superintendent of Public
Instruction, two of whom are employees of the Department of Education;

(3) Three members of the House of Representatives, not more than two of
whom are members of the same political party, appointed by the Speaker;

(4) Three members of the Senate, not more two of whom are members of
the same political party, appointed by the President of the Senate;

(5) Three representatives of Head Start agencies, two of whom are
appointed by the Ohio Head Start Association and one of whom is appointed by
the Ohio Association of Community Action Agencies;

(6) Two representatives of child care providers appointed by the Ohio
Association of Child Care Providers;

(7) One representative appointed by the Ohio Day Care Advisory Council;

(8) One representative appointed by the County Commissioner's
Association of Ohio; and

(9) One representative appointed by the Association of Directors of County
Departments of Job and Family Services*

“ Prior to 1998, Head Sart licenses were issued by the Department of Human Services,
the predecessor to the current Department of Job and Family Services. (See Sub. H.B.
396 of the 122nd General Assembly, effective 01-30-98.)
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The act specifies that in FY 2004, the Council is to advise the Departments
in the design and implementation of the Title IV-A Head Start Plus Program and
to report to the General Assembly on the plans for that program by December 31,
2003. It also specifies that in FY 2005, the Council must monitor the
implementation of the Title IV-A Head Start Plus program and provide advice to
the Departments in that implementation. Finally, it prescribes that unless
reauthorized by the General Assembly, the Council will cease to exist on July 1,
2005.

LOEO study of Head Start and child care partnership agreements

(Section 160)

The act directs the Legislative Office of Education Oversight to study
partnership agreements between Head Start providers and child care providers. As
part of the study, LOEO is directed to examine the technical features and operation
of such agreements, the financial and intangible costs and benefits to children and
providers, the impact on literacy-readiness, and whether any administrative entity,
such as a county department of job and family services oversees the agreements.
In addition, if an administrative entity does oversee the agreements, the Office is
to examine to what extent that oversight is performed by the entity and what
overhead costs the entity incurs in overseeing the agreements. LOEO must submit
its study to the General Assembly by December 31, 2004.

M odification of due dates and scope of LOEO studies

(R.C. 3301.68)

The Legislative Committee on Education Oversight is established by statute
as a subcommittee of the Legislative Service Commission. Its membership
consists of five members of the House, appointed by the Speaker, and five
members of the Senate, appointed by the Senate President. The Committee directs
the work of the Legidlative Office on Education Oversight (LOEO), which
conducts studies of specific education-related issues at the request of the
Committee or the entire General Assembly. Generally, the directive for such a
study outlines the topics to be examined and the date by which LOEO must issue a
final report.

5 The Speaker of the House and the President of the Senate are to jointly appoint the
chairperson of the Council.
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The act permits the Committee, by a majority vote, to modify the scope and
due date of any study assigned to LOEO by the Generd Assembly to
accommodate the availability of necessary data and resources.

Pupil-teacher ratio formula adjustment

(R.C. 3317.023(A)(4) and (B))

Continuing law specifies that a school district's base-cost funding must be
adjusted if the school district exceeds the maximum average ratio of 25 "regular
student population” students per teacher. The formula used to calculate the
"regular student population” previously excluded all vocational education students
and special education students, including students whose only identified disability
is a speech and language handicap.

The act adjusts the formula used to calculate the "regular student
population” by requiring the inclusion of special education students whose only
identified disability is a speech and language handicap. (Until FY 2002, these
students were included in this calculation. They were excluded for only two years.
The act, therefore, restores the calculation in effect two years ago.) %6

Changesin " unit" funding for certain services

(substantive changes in R.C. 3317.05; conforming changes in R.C. 3317.03,
3317.032, 3323.16, and 5126.12)

State funding for some educational services to some entities is determined
and paid on a "unit" basis. A unit is generally a pre-determined cost of paying the
sdary and benefits of a teacher to provide those services to a set number of
students (see, for example, 'Gifted education funding," above). The number of
units available for particular services is determined annualy based on
appropriations. Unit funding is used to pay for the following services:

Handicapped preschool services (preschool-age special education)
provided by school districts, educational service centers, and county
MR/DD boards.

Vocational, handicapped preschool, and school-age special education
services provided by institutions operated by the Departments of Mental

%% |t is unclear whether this change could result in certain school districts exceeding the
maximum average ratio of 25 "regular student population” students per one teacher.
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Health, Mental Retardation and Developmental Disabilities, Y outh
Services, and Rehabilitation and Correction;

Gifted education provided by school districts; and

Supervisory teachers for local school districts provided by educational
service centers.

The act specifies that vocational, school-age special education, and
handicapped preschool units be approved by the Department of Education, rather
than the State Board as under prior law.*” In addition, it conforms the law
regarding approval of units for handicapped preschool education to the federal law
on reporting the ages of affected children. In this regard, it specifies that such
funding units will be available for children who were three years old by December
1 of any year, instead of September 30 as under prior unit-funding law.

Reassignment of school buses

(R.C. 3317.07)

School districts and county MR/DD boards receive state subsidies for the
purchase of school buses. If abus is purchased by a county MR/DD board for the
transportation of children in special education programs operated by the board, the
subsidy the State Board of Education pays to the MR/DD board is 100% of the
cost of the bus. Similarly, if a school district purchases a bus for transporting
special education or nonpublic school students, the subsidy paid by the State
Board equals 100%. However, if abusis used by a school district for transporting
other students, such as students attending the district's public schools, it is the
responsibility of the State Board to determine the amount of the subsidy.

The act adds a provision regarding what may happen to a bus that is
purchased by a school district or county MR/DD board with a state subsidy if that
bus is no longer needed for the transportation of certain students. It specifies that
the Department of Education may reassign a bus paid for with a state subsidy in
several circumstances. First, if a county MR/DD board no longer needs a bus for
transporting special education students to a program operated by the MR/DD
board, the Department can reassign the bus. Second, the Department can reassign
a bus purchased by a school district for the transportation of specia education or
nonpublic school students if the school district is no longer transporting such

47 Preexisting law already specified that gifted education units and educational service
center supervisory units are approved by the Department, rather than the State Board.
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students to a nonpublic school or special education program. In reassigning buses,
the Department may reassign the bus to either a county MR/DD board for the
transportation of special education students or to a school district for the
transportation of special education or nonpublic school students.

Renaming the Auxiliary Services Mobile Unit Repair and Replacement Fund

(R.C. 3317.064)

The act renames the Auxiliary Services Mobile Unit Replacement and
Repair Fund as the "Auxiliary Services Reimbursement Fund." It makes no other
changes to the law governing the fund, other than the name change. It maintains
the law that the fund consist of excess money transferred from the Auxiliary
Services Personnel Unemployment Compensation Fund. It also maintains the law
that the fund can only be used to (1) make payments to school districts to relocate,
replace, or repair mobile classroom units used to render certain services at
chartered nonpublic schools and (2) to offer incentives for early retirement and
severance to school district personnel who provide services to students of
chartered nonpublic schools.

Changes to the Pilot Project Scholarship Program

Background

The Pilot Project Scholarship Program provides scholarships ("vouchers')
to attend alternative schools, including private schools, and tutorial assistance
grants to certain students who reside in any school district that is or has been under
a federal court order requiring supervision and operational management of the
district by the state Superintendent of Public Instruction. Currently, only students
residing in the Cleveland City School District are eligible for participation.

Eligibility for scholarships--expansion to tenth grade

(R.C. 3313.975(C) and 3313.977(A)(2))

Prior law limited eligibility for participation in the scholarship program to
students in kindergarten through eighth grade. After eighth grade, students either
had to return to the public school to which they were assigned by the district
superintendent, enroll in a community school, or pay full tuition at a private
school.

The act expands eligibility for scholarships to ninth graders beginning in
the 2003-2004 school year and to tenth graders in the 2004-2005 school year.
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Students must have been awarded a scholarship previously to receive one in the
ninth or tenth grade.*®

Scholarship amounts

(R.C. 3313.978(C)(1))

The act increases the maximum amount of a scholarship award (voucher
amount) under the program to $3,000 per student for students in grades
kindergarten through eight. Previously, the maximum scholarship award for those
students was $2,500. For ninth and tenth graders, who are newly eligible for
scholarships under the act, the maximum award is $2,700 per student.*®

Additional tuition charges

(R.C. 3313.976(A))

Under the program, a student is eligible for a scholarship of either 90% or
75% of the maximum award amount, depending upon family income. The
remaining 10% or 25%, respectively, is provided by "a political subdivision, a
private nonprofit or for profit entity, or another person."®°

Under prior law, a school enrolling a student under the program in any of
grades kindergarten through eight could not charge any tuition to "lowincome
families' in excess of 10% of the maximum award amount. In other words, under
prior law, the most any such student's family was charged was $250 (10% of the
maximum $2,500 scholarship). The act does not change this 10% tuition cap for

48 Continuing law specifies that, in the event the scholarship program is terminated,

students attending alternative schools are entitled to attend those schools through the
highest grade served in the same manner as under the program, except that a parent can
be charged tuition if no funds are appropriated for scholarships. While this entitlement
existed only up to the eighth grade under prior law, the act extends it to the tenth grade
to correspond with the availability of high school scholarships. Also, under the act, ninth
and tenth grade students who were enrolled in a private school in the previous year must
be given priority for admittance to the school in the following year.

“9 Partial funding for the program is deducted from the amount of Disadvantaged Pupil
Impact Aid (DPIA) allocated to the Cleveland School District. The act earmarks a
maximum of $11.9 million from Cleveland's allocation in each of FY 2004 and FY 2005
for operation of the program. An additional $10.5 million from the General Revenue
Fund is appropriated for program operations over the biennium. (Section 41.10.)

*0 R.C. 3313.978(C)(4).
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students in kindergarten through eighth grade who receive 90% of the maximum
award amount. However, for such students who receive 75% of the maximum
award amount, the act permits a private school to charge the difference between
the school's actual tuition charge and 75% of the maximum award amount. For
example, a second grader eligible for a 75% scholarship could receive $2,250
(75% of the act's new $3,000 maximum). If the school's actual tuition charge is
$3,000, the parent could be charged the entire $750 balance.

Private high schools are also permitted to charge the family of arecipient of
a high school scholarship the difference between the student's actual tuition and
the scholarship amount. This charge can be levied on any ninth or tenth grader
who receives a scholarship, regardless of whether the award is 90% or 75% of the
maximum amount.

Payments to tutorial assistance providers

(R.C. 3313.979)

Continuing law specifies that upon a student's application and using criteria
established by the Department of Education, the state Superintendent awards a
certain number of tutorial assistance grants to students who remain enrolled in the
Cleveland City School District. The student, then, may use the grant to obtain
tutorial assistance from a provider approved by the Department.®* As mandated by
former law, tutorial assistance grants were payable to the parent of a student
entitled to the grant upon the parent's submission of a statement specifying the
services provided and the cost of those services. The parent was responsible for
paying the tutorial assistance provider.

The act requires the Superintendent to directly pay the tutorial assistance
provider upon the submission of a statement specifying the services provided and
the cost of those services. This statement must be signed by the provider and
verified by the chief administrator having supervisory control over the tutoring
Site.

This change affects only the tutorial assistance grants offered under the
pilot project and not the scholarships (“vouchers') paid for Cleveland students
attending private schools. Scholarships to attend private schools continue to be
paid to the parents and not the schools.>?

51 R.C. 3313.978.

°2|n 2002, the U.S. Supreme Court evaluated the constitutionality of the Pilot Project
Scholarship Program in Zelman v. Simmons-Harris, 536 U.S 639. On the basis of the
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Modification of a school district's tax levy obligation when in fiscal emergency

(R.C. 3316.08)

The Auditor of State has the authority to declare a school district in a state
of fiscal emergency if the district is experiencing severe financial difficulties, such
as having a certified operating deficit of more than 15% and the voters have failed
to pass a levy sufficient to reduce the deficit below that amount.>® Upon a fiscal
emergency designation, a financial planning and supervision commission is
established for the purpose of developing and implementing a financial recovery
plan.

Prior law required, as one consequence of a fiscal emergency designation,
that either the district board of education or the financial planning and supervision
commission adopt a resolution to submit atax levy request to the voters. The tax
levy request had to be for an amount sufficient (1) to eliminate the district's
operating deficit and (2) to repay al outstanding obligations incurred by the
district for the purpose of reducing or eliminating operating deficits.

The act removes the requirement that a board of education or financial
planning and supervision commission of a school district in fiscal emergency must
propose to the voters such atax levy. Instead, it directs the financial planning and
supervision commission to request the school district board of education to "work
with" either the county auditor or tax commissioner to estimate the amount and
rate of atax levy that is needed to generate a positive fiscal year end cash balance
by the fifth year of the district's five-year forecast. The board of education then
must explain to the commission whether it supports or opposes asking the voters

Establishment Clause of the First Amendment, the program was challenged as
impermissibly aiding religious schools (most of the private schools participating in the
program are religioudly affiliated). The Supreme Court held that the program did not
violate the Establishment Clause because the Scholarship Programis a program of "true
private choice" and "provides benefits directly to a wide spectrum of individuals' who
then choose where the public funds will be spent. By directing the state Superintendent of
Public Instruction to pay tutorial assistance providers directly, one of the features of the
Scholarship Program that perhaps led the Supreme Court to uphold the constitutionality
of the program--direct payments to parents-is no longer present as applied to tutorial
assistance grants. Whether this modification to the Scholarship Program is significant
enough to create a new constitutional question is unclear from the Zelman v. Simmons-
Harris opinion.

> For a complete list of the circumstances that give rise to a declaration of fiscal
emergency, see R.C. 3316.03 (not in the act).
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for such a tax levy. Taking into consideration the board of education's
recommendation, the commission must adopt a resolution specifying whether a tax
levy is submitted to the voters. If atax levy request is made, the act does not
require the request be for a tax levy at the rate and in an amount necessary to
generate a positive fund balance by the fifth year of the district's five-year forecast.

Accounting requirements for school district " fiscal caution" designations

(R.C. 3316.031(A))

Under continuing law, the Auditor of State may declare a school district to
be in either a state of "fiscal watch" or "fisca emergency"” if current information
about its revenues and expenditures indicate that the district is or will shortly be
operating under a budget deficit>* In addition, the state Superintendent of Public
Instruction may declare a district to be under a "fiscal caution" if the
Superintendent determines from the district's five year forecast that it is engaging
in practices that could, if uncorrected, result in a future declaration of fiscal watch
or fiscal emergency. Upon such a declaration, the district must submit written
proposals for correcting these practices or budgetary conditions that resulted in the
declaration.®® The Superintendent in consultation with the Auditor of State is
required to develop guidelines for identifying the practices that may be used as a
basis for placing a district under afiscal caution.

The act specifies that these guidelines for placing districts under a fiscal
caution are not to include a requirement that a school district submit financial
statements according to "Generally Accepted Accounting Principles’ (often
referred to as"GAAP").

GAAP are standardized accounting rules published by the Financial
Accounting Standards Board and the Governmental Accounting Standards Board.
Currently, the Auditor of State requires the use of GAAP by school districts and
other local subdivisions in submitting their annual financial statements.>® Failure
to use GAAP in those filings has been included in the "Guidelines for Fiscal
Caution," and according to the Department of Education, 12 districts have been

¥ R.C. 3316.03 and 3316.04, neither section in the act. Upon such declarations, the
district must establish a plan to alleviate its adverse fiscal conditions and may be subject
to various levels of other state intervention depending upon the severity and duration of
the conditions.

®5 R.C. 3316.031(B) and (C).

56 Section 117-2-03 of the Ohio Administrative Code.
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placed under a fiscal caution for nonuse of GAAP. Under the act, the
Superintendent would not be permitted to place a district under afiscal caution for
failure to use GAAP, but the act does not prohibit the Auditor of State from
requiring the use of GAAP.

Changes to community school law

Background

Community schools (often called "charter schools') are public, nonprofit,
nonsectarian schools that operate independently of any school district but under a
contract with a sponsoring entity.>’ The schools are exempt from many education
laws and regulations and often serve a limited number of grades or a particular
purpose. Conversion community schools may be sponsored by any school district
in the state. Start-up community schools are new schools that may be sponsored
only in "challenged school districts,” which for purposes of the Community
School Law are defined as the following:

(1) A school district that is in a state of either academic watch or academic
emergency;

(2) A "BigEight" school district;

(3) An "Urban-21" school district that is not one of the Big-Eight districts;
or

" The sponsor of a start-up community school, which must be approved by the
Department of Education, may be any of the following: the school district in which the
school is located, a school district located in the same county as the district in which the
school will be located has a major portion of its property, a joint vocational school
district serving the same county as the district in which the school will be located has a
major portion of its property, an educational service center, a sponsoring authority
appointed by the board of trustees of a state university under certain specified conditions,
and a qualified federally tax exempt entity under certain specified conditions. Until the
enactment of Sub. H.B. 364 of the 124th General Assembly, effective April 8, 2003, the
Sate Board of Education was authorized to sponsor start-up community schools. That
act permits the State Board to continue to sponsor schools for up to two school years
while the school 1ooks for new sponsors, after which time the Sate Board may sponsor
any community schools only in specified exigent circumstances. That act also permits
certain other sponsors under prior law to continue to sponsor existing and new schools
without being subject to Department of Education approval as a sponsor.
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(4) A school district located in the Pilot Project Area (L ucas County).>®

The schools are funded with state funds that are deducted from the state aid
account of the school districts in which the enrolled students are entitled to attend
school (their resident school districts). (See 'Payments to community schools"
below.)

Sponsorship of community schools by ESCs

(R.C. 3314.02(C)(1)(d))

Prior law imposed a geographical restriction on where an educational
service center (ESC) could sponsor a start-up community school. Specifically, an
ESC could sponsor a community school only in a challenged school district
located in a county within the territory of the ESC or in a county contiguous to
such county. The act removes this restriction and permits an ESC to sponsor a
community school inany challenged school district.

New sponsors after contract termination or nonrenewal

(R.C. 3314.07)

Under continuing law, a sponsor may terminate a contract with a
community school prior to its expiration date, or choose not to renew the contract,
for any of the following reasons. (1) failure of the school to meet student
performance requirements outlined in the contract, (2) fiscal mismanagement, (3)
violations of state or federal law or provisions of the contract, or (4) other good
cause. Notification of a sponsor's intent to terminate or not renew a contract must
be given to the community school at least 90 days before the termination or
nonrenewal.

The act prohibits a community school whose sponsor has terminated its
contract from entering into a new contract with another sponsor.

Also, under the act, if a community school does not wish to renew a
contract with its sponsor, the school must notify the sponsor in writing of its

8 The "Big-Eight" districts are Akron, Canton, Cincinnati, Cleveland, Columbus,
Dayton, Toledo, and Youngstown. The other 13 large urban districts (that together with
the Big-Eight districts arereferred to as the "Urban-21" districts) are Cleveland Heights,
East Cleveland, Elyria, Euclid, Hamilton, Lima, Lorain, Mansfield, Middletown, Parma,
South-Western, Springfield, and Warren.
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decision at least 180 days prior to the contract's expiration date. Once the contract
expires, the community school may enter into a contract with a new sponsor.

Automatic withdrawal of community school students

(R.C. 3314.03(A)(6)(b))

Prior law required the governing authority of a community school to
automatically withdraw a student who faled without legitimate excuse to
participate in 105 cumulative hours of learning opportunities offered to the
student. The act requires instead automatic withdrawal of a student after missing
105 consecutive hours of learning opportunities without excuse.

| nternet- or computer-based community schools

(R.C. 3314.02(A)(7) and 3314.08(N))

Definition.  Under continuing law, an "Internet- or computer-based
community school" (sometimes called an "electronic school” or "e-school™) is a
community school "in which the enrolled students work primarily from their
residences on assignments provided via an Internet- or other computer-based
instructional method that does not rely on regular classroom instruction.” The act
adds to this definition by specifying that the students assignments are "in non
classroom-based learning opportunities.” It also adds that instruction a an e
school may be provided "via comprehensive instructional methods that include
Internet-based, other computer-based, and non-computer-based learning
opportunities.”® (R.C. 3314.02(A)(7).)

" Enrollment" for funding purposes. Prior law specified that a student was
not considered enrolled in an Internet- or computer-based community school until
the student had been provided with all necessary har dware and software materials
and those materials are "fully operational.” The act specifies instead that a student
is considered enrolled for the purpose of funding when the school has provided the
student with "operational” hardware and software necessary to enable the student
to participate fully in the learning opportunities prescribed in the school's
contract.?® (R.C. 3314.08(N).)

%9 Continuing law provides that the classroom-based and non-classroom-based learning
opportunities offered to students enrolled in a community school must be described in the
school's contract with its sponsor (R.C. 3314.03(A)(23)).

®0 Another provision, not changed by the act, requires an Internet- or computer-based
community school to provide each student enrolled in the school with a computer.
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Notification to parents of community school students

(R.C. 3314.041)

The act requires each community school to distribute i n writing a statutorily
prescribed statement to parents of students at the time the students enroll in the
school. This statement explains that community schools are public schools and
that students enrolled in them are subject to achievement testing and other
requirements stipulated by law. Prior law required that the statement be placed in
a conspicuous manner in all documents distributed to parents and the general
public.

Payments to community schools

(R.C. 3314.08(A)(10), (C), and (D))

As noted above, under continuing law, each community school receives a
payment from the state for each student that attends the school. The payment is
deducted from the state money that the school district in which the student is
entitled to attend school would otherwise receive for each student attending the
community school. This payment is the sum of the formula amount (the base cost
attributed to all students) times the cost-of-doing-business factor for the county in
which the student's resident school district is located, any specia education
weights and vocational education weights (including local share) calculated for the
student, and some Disadvantaged Pupil Impact Aid calculated for the student.
(Beginning in FY 2004, this payment will also include a per pupil amount of
parity aid. See "Parity aid funding for community schools," below.)

The act specifies that the amount of state funds paid to community schools
and deducted from the state aid of their students' home districts cannot exceed the
total of the home districts state payments and property tax rollback
reimbursement.®! If the total state payments calculated for all students attending
community schools from a particular district is greater than the state payments

However, at the option of a parent who has more than one child enrolled in the schoal,
the school may provide fewer than one computer per student as long as the household
receives at least one computer. (R.C. 3314.032(A), not in the act.)

®1 For the purpose of this provision, the act defines the total state payment to a school
district as the "S~-3 payment” (in reference to the worksheet used to calculate state
payments to districts). This payment includes the formula amount, special education and
vocational education weighted funding, gifted education units, transportation, and other
categorical funding, as well as adjustments prescribed by law.
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plus the property tax rollback reimbursement calculated for that district, the
payment to each community school must be prorated to balance the state aid
distributed to the community schools and the district.

Parity aid funding for community schools

(R.C. 3314.08(C)(6) and (D)(7))

The act requires the Department of Education to pay to each community
school the per pupil amount of state parity aid funding calculated for each school
district, in which students who are enrolled in the community school are entitled to
attend school (the students' resident districts), times the number of each district's
students enrolled in the community school.®> That amount is then to be deducted
from each school district's state aid account in the same manner as most other
payments to a community school. (See "Parity aid" and "Payments to community
schools" above.)

Temporary subsidy for community schools that enroll a high number of
sever e behavior handicapped students

(Section 41.32)

Community schools receive funds in addition to the formula amount for
each special education student they enroll (see "Payments to community schools"
above).®* An additional subsidy is available under the act for certain community
schools to assist them in meeting special education costs.

The act establishes a subsidy for fiscal years 2004 and 2005 for any
community school in which the number of students receiving special education
and related services for "severe behavior handicap” conditions (SBH students) in
each of those fiscal yearsis at least 50% of the total number of students enrolled in
the school. This subsidy is not deducted from any amounts calculated for any

®2 The number of enrolled students multiplied by the per pupil amount of parity aid
funding is the number of the district's students in grades one through twelve, plus one-
half the number of the district's students in kindergarten, which is the same way students
are counted for the district's state aid.

®3 The additional amount for a special education student depends upon the "weight"
assigned the student based upon the student's special need classification. The weight
attributed to each class is multiplied by the formula amount to determine the amount of
additional payment for each special education student in that class. (R.C. 3317.022; see
also RC. 3314.08.)
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school district. The amount of the subsidy for each fiscal year is the difference
between the aggregate amount calculated for all the SBH students enrolled in the
community school for that fiscal year and the aggregate amount calculated for
such students for fiscal year 2001. If the difference is a negative number, the
amount of the subsidy is zero.

For fiscal year 2001, the special education weight attributed to a SBH
student was 3.01, but for fiscal years 2004 and 2005 under the act, that weight is
1.5572 and 1.5926, respectively.®* Even though the formula amounts for fiscal
years 2004 and 2005 are higher than for fiscal year 2001, the reduced SBH
weights could result in lower payments to community schools for each SBH
student than in fiscal year 2001, when the specia education weights were higher.®®
The act, then, would essentially hold these community schools harmless for their
fiscal year 2001 per pupil aid for SBH students. A similar provision was enacted
for the 2002-2003 biennium.®® Under the act, each subsidy must be paid from the
Department of Education's appropriation for base cost funding.

Transportation coordinators

(R.C. 3327.01 and 3327.011)

Under preexisting law, not changed by the act, school districts are generally
required to transport to and from school their resident studentsin grades K through
8 who live more than two miles from the public or nonpublic schools in which
they are enrolled. Districts may transport students in other grades and students
who live less than two miles from school and may receive state funding for
transporting most students they transport. Each school district employs at least
one transportation coordinator to oversee the scheduling and management of its
student transportation operations.

Prior law also required the Department of Education to appoint
"coordinators of transportation” to oversee student transportation by school
districts. The act eliminates the requirement that the Department appoint such
coordinators.

®4 Continuing law sets the full weight for a SBH student at 1.7695, but all special
education weights are phased in under the act at 88% of their full value in FY 2004 and
90% of their full value in FY 2005 (R.C. 3317.013).

®5 Under the act, the formula amount for fiscal year 2004 is $5,058 and for fiscal year
2005 is $5,169 (R.C. 3317.012). For fiscal year 2001, that amount was $4,294.

%6 Section 38 of Am. Sub. H.B. 405 of the 124th General Assembly.
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School district textbook and electronic textbook purchases

(R.C. 3329.06 and 3329.08)

Continuing law requires a school district to supply students with textbooks
or electronic textbooks, free of charge. A school board determines what textbooks
are necessary for classes in the district and all such textbooks are the property of
the school district and are loaned to the students.

Prior law prohibited a school district board of education from changing or
revising a textbook or electronic textbook selection more frequently than once
every four years. Additionaly, it authorized a school district board to limit
purchases of textbooks and electronic textbooks to only six subjects per year, the
cost of which did not exceed 25% of the "entire cost of adoption."®” The act
eliminates both of these provisions. Thus, a school district board is permitted to
change or revise textbooks as frequently as it chooses. Also, a school district
board is no longer permitted to limit textbook purchases to only six subjects per
year.

Employment of school district business managers

(R.C. 3319.02(A), 3319.03, and repealed R.C. 3319.06)

A school district is permitted to hire a business manager who is responsible
for real and personal property of the school district and school district supplies and
equipment. The business manager is also responsible for executing contracts and
assisting in the preparation of the annual appropriation resolution.®® Prior law
specified that a school district could hire a business manager, licensed by the state
board of education, in one of two manners. A business manager could either be
elected by the school board, or a business manager could be appointed by the
district superintendent and confirmed by the school board (R.C. 3319.03).

The act changes the terms of employment for a business manager. Under
the act, a business manager is to be employed in the same manner as assistant
superintendents, principals, assistant principals, and other administrators. This
requirement means that a business manager is first appointed by the board of
education of the school district (R.C. 3319.03(B)). However, a business manager
cannot be initially employed unless the superintendent of the school district
nominates the person as business manager (R.C. 3319.02(C)).

67 What is meant by the "entire cost of adoption” is unclear.

68 R.C. 3319.04, not in the act.
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After appointment and nomination, a business manager would be employed
under an initial contract of up to three years. Upon the expiration of the initial
contract, a board of education may reemploy a business manager provided either
the superintendent of the school district nominates the individua for
reemployment, or the board, with a vote of three-fourths of its members, votes to
reemploy the business manager if the superintendent refuses to nominate the
individual. Renewal contracts are typically for terms of two to five years.®® If a
school board fails to renew a contract or notify a business manager that it will not
renew a contract, the contract automatically renews for a one- or two-year term,
depending on how long the school board has employed the business manager.

In the same manner as for other school administrators, the act requires a
school district to follow procedures for an annual performance review of a
business manager that would enable the school board to decide whether to renew a
business manager's contract. Finally, a school board would only be permitted to
terminate the contract of a business manager, for good cause, after a due process
hearing. "

One issue the act does not address is the status of a business manager who
Is employed by a school district at the time the act takes effect. Assuming a
currently employed business manager has a contract with the school district, the
U.S. and Ohio Constitutions generally prohibit a law from impairing a preexisting
contract unless there is an important government purpose. Thus, the changes to
the terms of employment of a business manager made by the act may not apply to
a currently employed business manager until the expiration of the business
manager's current term of employment. Whether this is the intended result is
unclear.

Another issue that is unclear, because of two conflicting provisions, is
whether a business manager's compensation can be reduced during a contract
period. The compensation of "other administrators,” which includes business
managers by operation of the act, can be reduced if the reduction is part of a
uniform plan affecting the entire district (R.C. 3319.02(C)). However, another
provision of the Revised Code specifies that the compensation of business

% The board of education is permitted to renew a contract, once, for a one-year term if
the superintendent of the district recommends (R.C. 3319.02(C)).

"0 The procedures for a termination hearing are included in R.C. 3319.16, not in the act.
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managers shall not be decreased during the business manager's term of office.”*
Which section of law controls the issue is not addressed by the act.

Administration of OGT practice tests to ninth graders

(R.C. 3301.0710 and 3301.0711; Section 146)
Background on OGT

Under preexisting law, the Class of 2007 is the first class of students
required to pass the Ohio Graduation Tests (OGT) to be eligible for a high school
diploma. The OGT are achievement tests given in the subject areas of reading,
writing, math, science, and social studies. Students will take the five OGT for the
first time in the spring of 2005 when they are in the tenth grade. They generally
must attain at least the score designated by the State Board of Education on each
test to qualify for adiploma.” Students who do not achieve the required scores on
one or more tests in the tenth grade have multiple opportunities to retake those
testsin the eleventh and twelfth grades.

Practice versions of the OGT

Under the act, in the 2003-2004 school year, when the Class of 2007 isin
the ninth grade, each "academic watch" and "academic emergency” school district
must give a half-length practice version of each OGT to al ninth grade students in
the district.”® Beginning in the 2004-2005 school year, full-length practice tests
must be given annually to ninth grade students in those districts. This one-year
delay in administering full-length versions of the OGT is necessary to allow time

' R.C. 3319.05, not in the act.

2 To receive a diploma from a public school (including a community school) or
chartered nonpublic school, a student must (1) successfully complete the curriculum
required by the student's high school or the individualized education program (1EP)
developed for the student and (2) pass all five OGT (R.C. 3313.61, 3313.611, 3313.612,
3314.03(A)(11)(f), and 3325.08 (none in the act); see also R.C. 3313.614, not in the act).

Alternative graduation testing requirements exist for students who must take the OGT
to graduate from high school, but who fail one of the tests by ten points or less. (R.C.
3313.615, not in the act.)

3 An "academic watch" school district is one that meets six to eight of 17 performance
indicators adopted by the State Board or an equivalent number of indicators if the State
Board adopts more than 17 total indicators. An "academic emergency” district meets
five or fewer of the performance indicators, or the equivalent. (R.C. 3302.03.)
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for the development of the tests. Although all practice tests must be given in
September, districts may choose the specific days, times, and method of
administration. Each district must also score the practice tests.

| ntervention services

"Academic emergency" districts must require their high schools to provide
intervention services to students who perform poorly on the practice tests to the
extent that the districts receive state funding appropriated for the services. The
requirement to provide intervention services does not apply to "academic watch"
districts, but such districts could offer remediation at their discretion using other
funds. If an academic emergency district does not receive sufficient state funds to
provide intervention services in all of its high schools, it must determine which
high schools will receive all or part of the available funds and, consequently, must
offer intervention services. Priority in allocating the state funds must be based on
each school's graduation rate and scores on the practice tests. Districts must also
consider the scores attained by ninth graders on reading and math achievement
tests in the eighth grade when deciding how to distribute money for intervention
services. The act does not prohibit academic emergency districts from
supplementing their state funds for intervention services with funds from other
sources to increase the number of high schools that participate in the intervention
program.

High schools selected to provide intervention services must offer them to
each student whose practice test results indicate that the student is making
unsatisfactory progress toward being able to pass the OGT.”* The intervention
services must be provided in each skill in which the student scored poorly and
must be commensurate with the student's test performance. Schools can offer the
intervention services at any one, or a combination, of the following times: (1)
during the ninth grade year, (2) in the summer after ninth grade, or (3) during the
tenth grade year.

Annual school progress reports

(Repedled R.C. 3313.94)

Prior law required each school district to issue an annual report of school
progress for each school under its control and for the district as a whole. The
following information had to be included in the report: (1) aten-year projection of

" Special education students are exempted from receiving these intervention services
under the act because their 1EPs dictate their course of instruction.
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enrollment by year and grade level, (2) financial data, including district revenue by
source; per pupil expenditures, and expenditures for personnel, textbooks and
other educational materials, utilities, permanent improvements, equipment,
transportation, and extracurricular activities, (3) contact information for members
of the State Board of Education and the General Assembly elected from districts
within which the school district has territory, and (4) information about
achievements, problems, plans, and improvements in the district. Copies of the
report had to be provided to local residents upon request.

The act eliminates the requirement that school districts produce these
annual reports. This change does not affect existing law requiring districts to
submit five-year budget projections to the Department of Education or to develop
continuous improvement plans when the district, or a school it operates, receives a
report card rating lower than "effective.”

Elimination of a public school's authority to operate a school savings system

(Repealed R.C. 3313.82 and 3313.83)

The act repeals the law permitting a public school to operate a school
savings system, by which students could deposit money with the superintendent,
principal, or some other person designated by the board of education. (Under this
law, the school official who collected the money then had to deposit the funds
with a savings institution, such as a bank. Either the school official established
separate accounts for each student or the school official established an account in
the official's name in which the students' funds were to be deposited in trust.)

Changes affecting educational service centers

Background

An educational service center (ESC) is a regiona public entity that
provides some administrative oversight and a variety of other services to all
"local" school districts within its service area. For providing these services, an
ESC receives payments both from the state and from those local districts. In
addition, ESCs are permitted to provide services to "city" and "exempted village"
school districts that enter into agreements for those services.”> ESCs do not have
taxing authority and have only limited authority to issue bonds. Each ESC is

> A city or exempted village school district that contracts for services from an
educational service center is known as a "client school district” (R.C. 3313.843 and
3317.11(A)(1)). A client school district cannot have a total student population that
exceeds 13,000 students.
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administered by its own superintendent and is under the oversight of its own
elected "governing board." An ESC governing board employs teachers and other
professionals as necessary to carry out the ESC's functions. The territory of an
ESC consists of the combined territory of the "local” school districts that receive
its services. The members of an ESC governing board are generally elected by
and must themselves be resident electors of the "local” school districts that make
up the territory of the ESC.”

Until 1995, ESCs were called "county school districts” and their governing
boards were called "county boards of education." In that year, along with
providing for some consolidation of ESCs, the General Assembly changed the
names of these entities to "educational service centers' but did not change their
respective functions.”’

Local school district option to change ESC membership

(R.C. 3311.059; conforming changesin R.C. 3311.05 and 3319.19)

Continuing law authorizes the transfer of a local school district from the
territory of its present ESC to the territory of an adjoining ESC, either by proposal
of the ESC governing board wishing to transfer the territory or of the voters
certified in a petition. In some circumstances the action by the ESC governing
board to accept the transfer is subject to areferendum election. The transferred
school district becomes part of another local school district that is located in the
territory of the adjoining ESC. The transferred district loses its identity as a
separate district.”

6 R.C. 3311.05 and 3311.054, neither section in the act.

"7 Snce 1995, certain ESCs that serve fewer than 8,000 students have been required to
merge with other ESCs, thus reducing the total number of ESCs. However, due to recent
amendments fewer ESCs will be required to merge. (Section 45.32 of Am. Sub. H.B. 117
of the 121st General Assembly as most recently amended by Am. Sub. H.B. 282 of the
123rd General Assembly.) According to the Legidlative Office of Education Oversight, as
of July 1999 there were 61 ESCs in the state. (LOEO, "Satus Report on the
Consolidation of Educational Service Centers.")

8 R.C. 3311.231, not in the act. Presumably, a new school district made up of the
territory of the old transferred district could be created under a separate statutory
mechanism that requires approval of the Sate Board of Education, but for a while at
least the old transferred district must become part of another local school district.
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The act provides an aternative method for a local school district to change
its ESC membership under which the district may retain its identity as a separate
local school district. Under the act, alocal school district board of education, by a
resolution approved by a majority of all its members, may propose to sever the
district from the territory of the ESC in which the district is currently included and
to annex the district to the territory of another ESC that is adjacent to the district's
current ESC. The resolution must be filed with the governing board of each ESC
affected by the proposal and with the Superintendent of Public Instruction. The
resolution may not be effective unless it is approved by both the governing board
of the ESC to which the board of education proposes to annex the district and the
State Board of Education. In addition, the proposa may be subject to a
referendum election of the voters of the local school district if a petition asking for
such an election is filed with the applicable board of elections within 60 days after
the resolution proposing the change is adopted by the local school district board.
The petition must be signed by a number of the school district's voters equal to
20% of the number of those who voted for the office of Governor in the most
recent general election.”

If approved, the change may not be effective until one year after the first
day of July that next succeeds the later of (1) the date that the governing board of
the ESC to which the local school district is proposed to be annexed approves the
resolution or (2) the date the board of elections certifies the results of the
referendum election if one is held. Upon the effective date of the change of
membership, the act requires the governing board of each ESC affected to take
steps for the election of members and organization of the governing board. The
act also stipulates that a school district severed from an ESC and annexed to
another under the act's provisions cannot be severed from its new ESC and
annexed to another one agai n (presumably including its old ESC) sooner than five
years after the effective date of the previous action.

9 Under the act, the petition must be filed with the board of elections of the county in
which the local school district is located. If the district is located in more than one
county, the petition must be filed with the board of elections of the county in which the
majority of the district's territory islocated. The referendum election must be held on the
date of the next general or primary election that is at least 75 days after the board of
elections certifies the validity and sufficiency of the signatures on the petition.
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Elimination of minimum standards for service to school districts

(Repealed R.C. 3301.0719)

Under prior law, each ESC had to develop a service plan for the school
districts within its territory. The plan was to be approved by the State Board of
Education. In addition, the State Board was required to establish minimum
standards that generally outlined the functions an ESC must perform, including the
following: (1) fisca monitoring of local districts, (2) evaluation of classroom
activities, (3) provision of professional development, (4) curriculum services, (5)
enforcement of the Compulsory Attendance Law, and (6) assistance in the
provision of specia accommodations and classes for disabled students. To
monitor compliance with its standards, the State Board was required to evaluate
each ESC every five years. If an ESC was found to not be complying with its
service plan, the State Board had to revoke the ESC's charter. The State Board
also could dissolve the ESC and transfer its territory to another ESC.

The act eliminates all of these requirements.

Payments to ESCs

(R.C. 3313.843 and 3317.11, Section 41.25)

Background. Under continuing law, an ESC receives $37 per pupil (or
$40.52 per pupil if formed from a merger of three or more smaller ESCs) from the
state and $6.50 per pupil from each district served. It also receives an amount
from each school district it serves for providing supervisory teachers to the
district. ESCs may also receive additional payments from school districts for
other contractual services.

The act does not change the amounts of state and school district funding for
ESCs, but it makes some changes in the administration of those payments.

Certification of budgets. Prior law required that the governing board of
each ESC annually prepare a budget in a format approved by the State Board of
Education and certify that budget to the State Board. The budget was to indicate
an amount for providing supervisory teachers to each local school district in the
ESC's territory and a separate amount for specified per pupil payments from the
state and each school district served. The act eliminates the requirement that each
ESC governing boad certify its annual budget to the State Board.

Payment procedures. The act reenacts new, simpler language that
essentially leaves unchanged the method the Department of Education uses to
calculate payments to ESCs. Under the act, as under prior law, the Department
calculates the amounts due to each ESC and deducts the necessary amounts from
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each school district's state formula aid account. The act does, however, add a
provision permitting a majority of school districts served by a particular ESC (both
local and other client districts) to agree to pay for a greater number of supervisory
units than otherwise specified by law. If the majority of districts agree on higher
amounts, the act specifies that all districts served by the ESC are to pay the higher
amounts and the Department is required to make such a deduction from each
district's account.

State payments for_pupils of contracting city and exempted village school
districts. In calculating their state per pupil payments, continuing law alows
ESCs to receive payment not only for the pupils of their constituent local school
districts, but also for the pupils of the city and exempted village school districts
that have contracted to receive services from the ESCs. But since FY 2000,
budget legislation has stipulated that ESCs may receive state per pupil funding for
the students of city and exempted village districts only if the contract was entered
into prior to January 1, 1997. The act continues this stipulation for FY 2004 and
FY 2005. An exception to that requirement is made, asin prior biennia, for alocal
district that converts to a city district if the contract with the ESC is entered into
within one year of the conversion.

Payment for_students of ESC-sponsored community schools. The act
allows an ESC that sponsors a community school to receive a state per-pupil
payment in FY 2004 and FY 2005 for students of that community school. The
payment is to equal the per pupil amount paid to ESCs for students in the school
districts they serve. However, the payment can be made only if there first is
sufficient funding to fully pay all ESCs for the students in the school districts they
serve (see "Contingency in _the event of insufficient appropriation,” below).
Moreover, no ESC may receive payment for any student enrolled in an Internet- or
computer-based community school ("e-school™).

The act states that the General Assembly's intent is to provide an incentive
for ESCs to take over sponsorship of community schools from the State Board of
Education. The State Board's authority to sponsor community schools is being
phased out over the next two years under Sub. H.B. 364 of the 124th General
Assembly.

Contingency in the event of insufficient appropriation. In past biennia,
the General Assembly has prescribed directions for the Department of Education
to prioritize state payments to ESCs if the amount appropriated for the payments
turns out to be insufficient. The act continues this custom for FY 2004 and FY
2005, directing the Department to distribute state per pupil funding to ESCsin the
following order of priority:
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(1) First, the Department must pay each ESC $37 ($40.52 if the ESC
consists of three or more former ESCs that merged) for each pupil enrolled in the
ESC's constituent local school districts.

(2) Second, the Department must distribute remaining funds among the
ESCs for students in the city and exempted village school districts that contracted
with them before January 1, 1997.

(3) Third, and only if the Department was able to distribute the full per
pupil amount to all ESCs for the students enrolled in the school districts they
serve, the Department may pay ESCs for the students enrolled in community
schools that they sponsor (except for Internet- or computer-based schools).

Elimination of ESC approval of employment by local school districts of
teachers, administrators, and superintendents

(R.C. 3319.01, 3319.02, 3319.07, and 3319.36)

Prior law provided that the employment by a local school district of
teachers, administrators, and superintendents was subject to the approval and
oversight of the superintendent of the ESC. Generally, alocal district board could
not employ or reemploy a superintendent, assistant superintendent, principal,
assistant principal, or teacher unless nominated by the ESC superintendent. Prior
law did permit the local district board to employ or reemploy such persons that the
ESC superintendent refused to nominate only by a 3/4 vote of al the board
members. In the case of the local district superintendent, the vote to employ or
reemploy a person not nominated by the ESC superintendent could be taken only
after the board had considered two persons for that position.

The act eliminates all provisions requiring ESC boards or superintendents
to approve the employment of superintendents, assistant superintendents,
principals, assistant principals, other administrators, or teachers. It does, however,
specifically permit alocal school district board to contract with its ESC to conduct
searches and recruitment activities for candidates for such positions.

Elimination of ESC approval of the assignment of local school district
staff and students

(R.C. 3319.01)

Prior law required that the assignment of staff and students to the schools of
a local school district be approved by the superintendent of the ESC, unless the
district board had entered into an agreement with the ESC board under which the
district superintendent was authorized to make the assignments. The act
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eliminates any requirement that the ESC superintendent approve the assignment of
local school district staff and students.

Calculation of the cost of ESC office space

(R.C. 3319.19)

Prior to 2002, the board of county commissioners of the county in which an
ESC is located was required to provide and equip office space and furnish water,
light, heat, and janitorial services, for the ESC. If the service area of an ESC
comprised territory in more than one county, the ESC governing board was
required to designate one board of county commissioners to provide the office
space, and the other boards of county commissioners had to share in the costs.
Recent legislation established a four-year phase-out of the responsibility of any
board of county commissioners to provide office space for an ESC. In fiscal year
2007 and thereafter, a board of county commissioners may provide office space
and other facilities for an ESC by contract, but it is not required to do so.

During the phaseout, the costs are to be divided between the county and the
ESC. The county isresponsible to pay the following:

In fiscal year 2003, 80% of the final estimated cost;
In fiscal year 2004, 60% of the final estimated cost;
In fiscal year 2005, 40% of the final estimated cost;
Infiscal year 2006, 20% of the final estimated cost.

Educational service centers themselves are responsible for the remaining
portion of the costs of office space and for any unanticipated or unexpected
increase beyond the final estimated costs. In fiscal year 2007 and thereafter, no
board of county commissioners is required to provi de office space for an ESC or
to pay any cost of providing such space.

The act defines "actual cost per square foot" for purposes of estimating
costs of office space provided to an ESC by the board of county commissioners.
Under the act, "actual cost per sguare foot" means all cost on a per square foot
basis incurred by the board under alease or rental agreement of property rented or
leased by the board, or the fair rental value of property owned in fee simple by the
board. In addition, the act clarifies that in fiscal year 2006 an ESC is responsible
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for paying the remainder of the actual cost of office space that is above 20% of the
estimated cost.®°

Elimination of ESC annual report on activities of local school districts

(R.C. 3319.33; repealed R.C. 3319.34; conforming amendment in R.C.
3317.09)

Continuing law provides that annually by August 1, each city and exempted
village school district board must report to the State Board of Education “the
school statistics of its district,” including among other things information about
litigation in which the district is involved. Prior law required each local school
district board to submit its report to the ESC and for the ESC by August 15 to
submit to the State Board an abstract of the local district returns. The act
eliminates the requirement that the ESC gather and submit this data and, instead,
requires local school district boards to submit the data directly to the State Board
in the same manner as city and exempted village school districts.

Transfer of authority to propose new local school districts

(R.C. 3311.26)

Prior law established procedures whereby the governing board of an
educational service center (ESC) could propose the creation of a new local school
district from all or part of one or more existing local school districts. Except for
requests made to an ESC prior to the effective date of the amendments made by
the act, as discussed below, the act eliminates the authority of ESCs to propose the
creation of new local school districts and transfers that authority to the State Board
of Education.®* However, the general process for creating a new local school
district remains substantially the same.

Thus, under the act, the State Board must adopt a resolution by a mgjority
vote of its members proposing the creation of a new local school district. A copy

8 This corrects a technical error made in the original enactment.

81 Continuing law permits the Sate Board to propose the consolidation of contiguous
local school districts, or parts of such districts, after conducting a study of possible
improvements in district organization and the desires of affected residents. However, the
newly created district need not be a local school district. (See R.C. 3311.37, not in the
act.) The act does not affect the authority of an ESC to propose the transfer of all or part
of alocal school district to an adjoining city or exempted village school district (see R.C.
3311.231, not in the act).
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of the proposal, including a map of the affected territory, must be filed with each
school district that would be altered by the proposal. At the State Board's next
regular meeting that occurs not earlier than 30 days after the adoption of the
resolution, the State Board must adopt another resolution making the creation of
the new district effective before the start of the next school year. If, prior to the
end of the 30-day period, however, at least 35% of qualified voters residing within
the territory of the proposed district and voting in the last general election file a
petition of referendum against the new district with the Superintendent of Public
Instruction, the State Board must arrange for the board of elections to place the
proposal on the ballot at the next general or primary election, or at a specia
election if necessary, occurring at least 75 days later. If the proposal is approved
by a majority of the voters voting on it, then the State Board must create the new
district before the next school year starts.

Once a new local school district is created, the State Board must appoint a
board of education for the district until members are duly elected. It also must
equitably divide the existing funds of any district losing some of its territory to the
new district between the remaining part of that district and the new local school
district. An accurate map of the new district's boundaries must be filed by the
State Board with the county auditor of each county affected by the creation of the
new district. Finaly, if the new district consists of territory in two or more
counties, the State Board must determine to which ESC the new local school
district isassigned.

As mentioned above, the act does provide a window of time during which a
local school district board of education or a group of citizens may request that the
applicable ESC, instead of the State Board of Education, propose the creation of a
new local school district. A local school district or agroup of citizens may make a
proposal to the ESC before the amended section is effective (within 90 days of the
effective date of the act). If such arequest is made, the ESC has one year from the
date of request to adopt a resolution proposing a new local school district in the
same manner as it could before the act transferred this authority from the ESC to
the State Board of Education.

Pupil-teacher ratiosin bilingual multicultural classes

(Repealed R.C. 3301.078 and 3301.0724)

Prior law required the State Board of Education to adopt a standard
restricting the size of any class providing services to bilingual multicultural
students to no more than 25 pupils for one teacher licensed to teach such students.
The act eliminates this maximum ratio requirement, and thus a class for bilingual
multicultural students could have more than 25 students.
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Certified software packages for reporting EMI S data

(R.C. 3301.0714 and 3314.17)

Under continuing law, the Department of Education maintains the
Educaion Management Information System (EMIS), which serves as a database
of information on school districts and schools. The data compiled by EMIS
includes information on student academic performance, personnel, classroom
enrollment, discipline, and fisca expenditures.  All school districts and
community schools are required to report data electronically to EMIS. Some
districts rely on data acquisition sites around Ohio, which offer centralized
computer services for their member districts, to report the necessary datato EMIS.

Prior law permitted the Department, after consultation with the Ohio
Education Computer Network, to provide uniform computer software to districts
free of charge for use in reporting data to EMIS. Districts, however, were not
required to use the Department's software if they were already reporting EMIS
dataon time and in aformat compatible with the Department's computer system.

The act removes these provisions. Instead, under the act, school districts,
community schools, and data acquisition sites cannot acquire, change, or update
their student software packages used for EMIS reporting unless the new packages
are certified by the Department.

Common core of EMI S standards

(Section 41.06)

For the purpose of this certification process, the act directs the Department
to develop and implement a "common core" of EMIS "data definitions and data
format standards," and mandates that all school districts and community schools
implement them by July 1, 2004. Districts and community schools that are not in
compliance by that date must have their state EMIS funding withheld until they
comply. Once the standards are developed and approved, any software that meets
the standards must be designated as approved.

The Department's standards are subject to the approval of the Education
Data Advisory Council, which was established by the Department and consists of
educators and business representatives. Moreover, they must be developed in
consultation with another advisory group, also to be appointed by the Department,
representing school districts, community schools, and other educational entities.
This latter advisory group must meet annually to review the EMIS standards and
recommend changes and enhancements to reflect best practices, federal initiatives,
and the needs of school districts.
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Filing of school district revenue certificates

(R.C. 5705.39)

Preexisting law, not changed by the act, provides that an appropriation
measure of any subdivision is not effective until the county auditor files with the
appropriating authority a certificate stating that the total appropriations do not
exceed the official estimate of revenues. Prior to the act, the law further required
that, in the case of school district appropriations, the county auditor also transmit
the certificate to the Superintendent of Public Instruction.®? The act eliminates this
latter provision.

Verification of signatures on school district transfer petitions

(R.C. 3311.24)

Continuing law permits the voters of a city, exempted village, or local
school district to petition to transfer territory from the school district to an
adjoining school district. In order for a petition to be valid, it must be signed by
75% of the qualified voters voting at the last general election who reside within
the portion of the school district proposed to be transferred.

Prior law did not specify who is responsible for verifying the sufficiency of
signatures on such a petition. However, the Attorney General interpreted the
provision as requiring the board of education of the district in which the proposal
originates to verify those signatures. (1964 O.A.G. 1043.) Under the act, a board
of education of a school district that receives a petition of transfer must cause the
board of elections to check the sufficiency of signatures on the petition.

Ohio Regional Education Delivery System

(Section 41.34)

By March 31, 2004, the Department of Education must recommend a plan
to the General Assembly for the establishment of an Ohio Regional Education
Delivery System (OREDS) © provide "minimum core" services and technical
assistance to school districts and chartered nonpublic schools® The Department's

82 The law did not indicate what action the Superintendent was to take in regard to this
document.

8 Although assistance to chartered nonpublic schools in meeting their obligations under
Ohio law must be part of the Department's plan, the system need not offer additional
services to such schools beyond those provided to school districts.

IB Legislative Service Commission -195- Am. Sub. H.B. 95



plan must address how OREDS would take over the state-funded core services
currently provided by various regional entities, including educational service
centers (ESCs), regional professional development centers, special education
regional resource centers, area media centers, school improvement facilitators,
Ohio SchoolNet regional service providers, data acquisition sites, and educational
technology centers. All recommendations regarding OREDS must be developed
by the Department in consultation with stakeholders.

Regional service centers recommended as part of the system cannot exceed
19 in number and must be distributed geographically throughout the state. Each
region established under the plan must have a fiscal agent in the form of aregional
educational service agency, which is selected by a mgjority vote of the school
districts in the region. In voting, the districts must consider the service agency's
audit record, demonstrated fiscal capacity, and availability of staff and other
resources. All selections are subject to final approval by the State Board of
Education.

The Department must also recommend an accountability system for
OREDS or any part of the system, as necessary, that includes minimum standards
for operation and the provision of core services. The accountability system must
include benchmarks for performance based on each of the following: (1) student
achievement, (2) the effectiveness and efficiency of service delivery, (3) the
guality of implementation of state initiatives, and (4) satisfaction of school
districts and other users with the system.

Finally, the Department must recommend rules regarding the general
organization of OREDS, including (1) procedures for reconfiguring the system
and for changing the boundaries of regions and (2) a governance structure that
incorporates a Regional Education Delivery Center Board and functional area
advisory boards. The rules must also require regional service centers, as a
prerequisite for state funding, to submit annual strategic plans and budgets aligned
with the state's strategic plan. These plans must demonstrate how the regional
service center provides and coordinates services and technical assistance to client
service providers, school districts, and schools. State education initiatives
implemented by the regional service centers are to be funded in accordance with a
methodology recommended by the Department.

Participation in National Assessment of Educational Progress (NAEP)

(Section 41.28)

The National Assessment of Educational Progress (NAEP) is a set of tests
administered to a nationally representative sample of students in various subject
areas such as reading, math, science, and history. Results are used to determine
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long-term trends in student performance.®* Continuing law grants the Department
of Education authority to require school districts to participate in NAEP as a
means of conducting research on factors that improve district performance. The
act states the General Assembly's intent that the Superintendent of Public
Instruction provide for districts to take part in NAEP for this purpose. Any school
district or school chosen by the Superintendent to participate in NAEP must do so.

Pilot Project Special Education Scholarship Program

(Section 41.33)

The act establishes a new temporary pilot program to pay scholarships to
the parents of certain autistic children to be used toward paying tuition at public or
nonpublic special education programs. Under the program, in FY 2004 and FY
2005, the Department of Education is required to pay a scholarship of up to
$15,000 to the parent of a child identified as autistic and who is entitled to receive
special education and related services at the child's resident school district in any
grade from preschool to 12th grade.

The scholarship is to be used solely to pay part or al of the cost of sending
the child to a public or nonpublic special education program other than the one
provided by the child's resident school district. The act further prescribes that the
scholarship is to be used to pay for only those services specified in the child's
"individualized education program."®®  Moreover, the act specifies that a
scholarship may not be awarded to the parent of a child who attends a public
specia education program under a contract, compact, or other bilateral agreement
between the student's resident school district and another district or other public
provider. Nor may a scholarship be awarded to the parent of a child who attends a
community school (charter school). In addition, the act specifies that a scholarship
IS not to be paid to any parent as long as the child's IEP is in the process of being
developed by the child's resident district, or as long as any administrative or

84 Also, under the "No Child Left Behind Act of 2001," states must participate in biennial
administrations of NAEP in reading and math in the fourth and eighth grades as a gauge
of the validity of the results from their own state assessments (20 U.S.C. 6311(c)(2)).

8 Under both federal and state law, an “individualized education program’ (or IEP)

must be developed for each child identified as disabled and eligible for special education
and related services at a public school. The IEP specifies the services which the child is
entitled to by right and are therefore guaranteed by law. It is developed by a team,

including representatives of the child's resident school district (or community school) and
the child's parent or the parent's counsel. (See R.C. 3323.01, not in the act, and 20
U.SC. 1400 et seq.)
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judicial mediation or proceedings with respect to the content of the IEP are
pending.

The amount of the scholarship is to be deducted from the state aid account
of the child's resident school district. That district is authorized under the act to
count the child in its formula ADM (for purposes of base cost, categorical, and
parity aid funding) and its category six specia education ADM (for purposes of its
weighted special education funding) (see 'Special Education Weights' (chart)
and "Special_education funding weights" above). The district, then, will retain
the balance of any state funding it receives for the child in excess of the
scholarship paid to the parent. The Department must proportionally reduce the
amount of the scholarship in the case of a child who does not enroll in the special
education program, for which the scholarship was awarded, for the entire school
year.

The act requires the State Board of Education, by January 1, 2004, to adopt
rules prescribing procedures for the implementation of the program. These rules
are to include at minimum application procedures and deadlines and procedures
for the Department of Education to use in approving nonpublic provides.

Finaly, the act requires the Legislative Office of Education Oversight
(LOEO) to conduct a "formative evaluation" of the program and to report its
findings to the General Assembly by March 1, 2005. In conducting this study,
LOEO is required to the extent possible to gather comments from parents who
have been awarded scholarships under the program, school district officials, and
representatives of registered private providers, educators, and representatives of
educational organizations.

Eve exams for disabled students

(Section 41.36)

Under the act, in the 2004-2005 and 2005-2006 school years, school
districts must require each student who is identified for the first time as having a
disability to undergo a comprehensive eye exam within three months after
beginning any special education services under the individualized education
program (IEP) prepared for the student. This requirement does not apply to
students who have already begun receiving special education services before July
1, 2004. Moreover, newly identified special education students who underwent a
comprehensive eye exam in the nine months prior to identification need not have
another exam. All eye exams must be performed by a licensed optometrist or by a
licensed physician who is "comprehensively trained and educated in the treatment
of the human eye, eye disease, or comprehensive vision services' (presumably, an
ophthalmologist).
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The act specifies that neither the state nor the school district is responsible
for covering the cost of an eye exam, unlessa student is entitled to an exam as part
of the identification process or provision of subsequent services. Presumably, a
student's parent must pay for the exam or otherwise arrange for it if the student is
not so entitled.®® District superintendents, in determining whether a student has
met the eye exam requirement, may take into account any special circumstances of
the student or the student's family that could prevent the student from having the
exam before starting special education services. Districts, however, cannot
withhold special education services from a student who does not undergo an eye
exam as required.®’

Sharing of results of educator licensure examinations with the Board of Regents

(R.C. 3319.22(A)(2))

Under continuing law, the State Board of Education establishes the
standards and eligibility requirements for various types of educator licenses.
Current State Board rules specify that to qualify for a provisional educator license,
an applicant must pass an examination of subject matter knowl edge and general
skills known as the Praxis |1 test. All applicants for a professional teacher license
must successfully complete an entry-year program and the Praxis |1l assessment,
which involves observations of teachers' skills in the classroom.®®

The act directs the Department of Education to provide the results of any
examinations required by the State Board for licensure and received by the
Department to the Ohio Board of Regents if state or federal law permits the

8 Some districts conduct a "Healthcheck” program for their students who are Medicaid
recipients. Each Healthcheck program provides a thorough medical examination,
including a vision assessment, by a physician or nurse. If a student is found to need a
service deemed medically necessary and the student is eligible for Medicaid, that service
is covered by Medicaid. (See R.C. 3313.714 (not in the act) and R.C. 5111.016.)

87 The federal Individuals with Disabilities Education Act (IDEA) (20 U.SC. 1400 et
seq.) requires states to provide a free appropriate public education to all students with
disabilities. It is possible that basing a student's access to special education services on
undergoing and paying for a comprehensive eye exam would be construed to violate a
disabled student's right to a free appropriate public education under IDEA. However,
the act does stipulate (1) the student's entitlement to have the district pay for an eye exam
ifitisrequired as part of the IDEA process and (2) that no student can be denied special
education services for failure to receive an eye exam.

8 See 0.A.C. 3301-24-05 for the requirements for educator licenses,
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transfer of such information.®® Presumably, this provision would apply to results
of both the Praxis Il and Praxis Il assessments. All results must be provided to
the Board of Regentsin the form and manner it requests.

Stipend for National Board certified teachers

(R.C. 3319.55)

Under continuing law, public school teachers who hold valid teaching
certificates issued by the National Board for Professional Teaching Standards are
eligible for annual state-funded stipends. The National Board is an independent
organization that awards certificates to teachers whose instructional practices, as
demonstrated by evaluations of content knowledge and classroom performance,
meet rigorous standards of teaching quality. Certificates are valid for ten years.

National Board certified teachers must submit evidence of their eligibility
for the stipend to the state Superintendent of Public Instruction by August 1 of
each year. This evidence must consist of proof that the teacher holds a valid
certificate from the National Board and that the teacher was empl oyed full-time by
an Ohio school district in the preceding school year.

Under prior law, the stipend amount was $2,500 per year. If insufficient
funds were appropriated for the full amount, the stipend was determined by
dividing the total appropriation by the number of teachers who submitted proof of
their eligibility that year.

The act reduces the annual stipend to $1,000 for teachers who are admitted
into the National Board certification program after May 31, 2003, or who are
issued their certificates by the National Board after 2004. Teachers who enter the
certification program prior to the end of May 2003 and are awarded their
certificates by December 31, 2004, remain eligible for the $2,500 stipend for the
life of the certificate as under prior law. In the event of insufficient funds in any
year, under the act, the state Superintendent must prorate the amount of the stipend
for each qualifying teacher. All teachers must submit evidence of the date they
were accepted into the National Board certification program when applying for a
stipend so that the state Superintendent can determine the award for which they
areeligible.

8 |t is possible that the federal Privacy Act of 1974, codified at 5 U.S.C. § 552a, and the
Ohio Privacy Act, codified in R.C. Chapter 1347., impose limitations on the transfer of
information from the Department of Education to the Board of Regents.
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BOARD OF EMBALMERS AND FUNERAL DIRECTORS

Increases licensing and filing fees paid to the Board of Embalmers and
Funeral Directors.

Permits an embalmer or funeral director who has been licensed for 50 or
more years and is not actualy in charge of an embaming facility or a
manager or actually in charge of and ultimately responsible for a funeral
home to apply to the Board for an exemption from continuing education
requirements.

Licensing fees

(R.C. 4717.07)

The act increases licensing fees paid to the Board of Embalmers and
Funeral Directors as shown in the following chart.

Licensing fee Current fee Fee under the act
Initial embalmer or funeral director $5 $140
license
Biennia renewal of an embalmer or $120 $140

funeral director license

Initial issuance of license to operate $125 $250
afuneral home

Initial issuance of license to operate $100 $200
an embalming facility

Initial issuance of license to operate $100 $200
a crematory facility

Exemption from continuing education

(R.C. 4717.09)

Continuing law requires that licensed embalmers and funeral directors
attend between 12 and 30 hours of continuing education every two years. The act
allows a licensed embalmer or funeral director who has been licensed for 50 years
or longer and "is not actually in charge of an embalming facility or a manager" or
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"actually in charge of and ultimately responsible for a funeral home" to apply to
the Board for an exemption from the continuing education requirement.

STATE EMPLOYMENT RELATIONSBOARD

Establishes specific duties of the State Employment Relations Board's
chairperson in statute, including the duty to prepare the Board's biennial
budget and to employ, promote, supervise, and remove certain Board
employees.

Shifts some of the Board's duties directly to the chairperson, including
the duty to appoint attorneys and attorney-trial examiners and, with the
consent of one other Board member, to appoint an Executive Director.

Establishes specific duties of the Board's Executive Director in statute,
including the duty to ensure that all Board employees comply with Board
rules.

Allows either party to a collective bargaining agreement to request a fact-
finding panel any time after a mediator is appointed, requires the parties
to share the entire cost of the panel, and requires the Board to appoint a
panel within 15 days after receiving a request.

Duties of the Chairperson and Executive Director

(R.C. 4117.02)

The act specifies that the State Employment Relations Board's Chairperson
Is the Board's chief executive officer and that the Chairperson must exercise all
administrative powers and duties conferred on the Board. The act establishes
specific duties of the State Employment Relations Board's Chairperson in statute,
including the duty (1) to prepare the Board's biennial budget, (2) to manage the
daily operations of the Board's office in Columbus, and (3) to employ, promote,
supervise, remove, and assign or reassign duties of Board employees. Some of the
Board's duties are shifted directly to the Chairperson under the act, including the
duty to appoint attorneys and attorney-trial examiners and, with the consent of one
other Board member, to appoint an Executive Director. Under continuing law, the
Board appoints the Executive Director, so the practical effect of this change is that
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the Chairperson initially selects the Executive Director and seeks consent
thereafter.

Under the act, the Executive Director serves at the pleasure of the
Chairperson and is the chief administrative officer for the Board. The act requires
the Executive Director to do all things necessary for the efficient and effective
implementation of the Board's duties and to ensure that all Board employees
comply with Board rules. However, the act specifies that these duties of the
Executive Director do not relieve the Chairperson from final responsibility for the
performance of these duties.

Appointment and cost of fact-finding panelsfor collective bargaining

(R.C. 4117.14)

The act specifies that either party to a collective bargaining agreement
under the Public Employees Collective Bargaining Law (R.C. Chapter 4117.) may
request afact-finding panel any time after a mediator is appointed. In addition, the
act requires the State Employment Relations Board to appoint a panel within 15
days after receiving such arequest.

Additionally, the act requires the parties to share the cost of the fact-finding
panel in a manner agreed to by the parties instead of requiring the state to pay half
the cost and each party to pay one quarter of the cost as previously was the case.

ENVIRONMENTAL PROTECTION AGENCY

Allows investment earnings credited to the Clean Ohio Revitalization
Fund to be used indefinitely to pay costs incurred by the Department of
Development and the Environmental Protection Agency for purposes of
the brownfield portion of the Clean Ohio Program.

Allows investment earnings credited to the Clean Ohio Operating Fund to
be used indefinitely to pay administrative costs incurred by the Director
of Environmental Protection for purposes of the brownfield portion of the
Clean Ohio Program.

Abolishes the Hazardous Waste Facility Board, transfers its duties and
responsibilities to the Director of Environmental Protection for purposes
of permitting hazardous waste facilities, and revises several of the criteria
to be used when determining whether to approve or disapprove a permit
application.
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Extends the authority for the Environmental Protection Agency to use
money in the Hazardous Waste Clean-up Fund for the Emergency
Response Program and the Voluntary Action Program through October
15, 2005.

Extends through June 30, 2006, the fee on the disposal of solid wastes
that is used to fund the solid and infectious waste and construction and
demolition debris management programs, and increases the fee from 75¢
per ton to $1 per ton beginning July 1, 2003.

Increases from $60 to $70 the fee that is required to file an appea with
the Environmental Review Appeas Commission, and alows the
Commission to reduce rather than waive the fee if the appellant
demonstrates by affidavit that payment of the full amount would cause
extreme hardship.

Eliminates the fee schedules for permits to operate and variances issued
for air contaminant sources prior to January 1, 1994, and replaces the fee
schedule for permits to install for such air contaminant sources with the
former fee schedules for permits to install for air contaminant sources
issued on or after January 1, 1994, but applies the fee schedules only for
such permits to install issued before July 1, 2003.

Establishes new fee schedules for permits to install for air contaminant
sources issued on or after July 1, 2003, by applying and modifying the
schedules for permits issued on or after January 1, 1994, as follows: (1)
includes in fuel-burning equipment, in addition to boilers as in law
largely retained by the act, furnaces or process heaters that are used in the
process of burning fuel for the primary purpose of producing heat or
power by indirect heat transfer, and increases several of the fees by 25%
to 50%, (2) establishes new fees of $25 to $2,000, based on generating
capacity, for combustion turbines and stationary internal combustion
engines designed to generate electricity, (3) increases the fees for
incinerators by 25% to 50%, (4) for processes (based on process weight
rate), increases most of the fees by 25%, specifies that a combustion
turbine or stationary internal combustion engine that is designed to
generate electricity must be assessed the fee described in (2), above,
increases the fees for mining processes by 20% to 33%, and corrects a
computer eror in the fee schedule for mining processes, and (5) for
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storage tanks, revises the fee range levels, and increases the fees for the
higher levels.

Applies the annual emissions fees established under previousy enacted
law that are paid by holders of air pollution control permits to operate or
variances, other than holders of Title V permits and owners or operators
of synthetic minor facilities, only through December 31, 2003, replaces
the fees beginning January 1, 2004, with a new schedule that includes
increased fees of $100 and $200 for lower amounts of emissions, but
retains fees unchanged by the act for higher amounts of emissions,
requires fees to be collected under the new schedule beginning in 2005,
and extends the sunset on the annual emissions fees for synthetic minor
facilities until June 30, 2006.

Extends for two years the sunset of the annual discharge fees for holders
of NPDES permits issued under the Water Pollution Control Law and
application fees for industrial water pollution control certificates issued
under that Law.

Extends for two years the levying of higher fees, and the decrease of
those fees at the end of the two years, for applications for plan approvals
for wastewater treatment works under the Water Pollution Control Law.

Extends for two years the sunset of annual license fees for public water
system licenses issued under the Safe Drinking Water Law, and increases
the fees for public water systems that are community water systems by
8% to 11%, for public water systems that are not community water
systems and serve nontransient populations by 9% to 14%, and for public
water systems that are not community water systems and serve transient
populations by 14%.

Replaces the classification of systems supplied by surface water, springs,
or dug wells with systems designated as using a surface water source, but
retains the license fee of $792 asin law unchanged by the act for public
water systems that are in that classification and that are not community
water systems and serve transient populations; and requires public water
systems designated as using a surface water source to pay a license fee
that is the greater of $792 or the amount calculated using the fee
schedules for either public water systems that are community water
systems or public water systems that are not community water systems
and serve nontransient populations.
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Increases the fee for plan approval for a public water supply system from
$100 plus .2 of 1% of the estimated project cost to $150 plus .35 of 1% of
the estimated cost, extends for two years the establishment of a higher
cap on the total fee due and the decrease of that cap at the end of the two
years, and increases the higher cap from $15,000 to $20,000 and the
lower cap from $5,000 to $15,000.

Extends for two years the levying of higher fees, and the decrease of
those fees at the end of the two years, for state certification of
laboratories and laboratory personnel for purposes of the Safe Drinking
Water Law, and makes the following changes in the fees. (1) for the
higher fees, which must be assessed triennially for each laboratory,
divides the microbiological category into three subcategories and
establishes a fee for each, increases the fees for the remaining categories
by 55%, and establishes a $1,800 fee for each additional survey that is
requested during the three-year period for the purpose of adding
analytical methods or personnel, (2) increases the lower fees by 560% to
1,300%, (3) renames the inorganic chemical category and the
chemical/radiologica category as trace metals, and (4) generally aligns
the categories within the two schedules for evaluation so that the
categories are the same regardless of whether an evaluation occurs before
or after July 1, 2006, and establish new fees as necessary to complete the
schedules.

Extends for two years the levying of higher fees, and the decrease of
those fees at the end of the two years, for applications and examinations
for certification as operators of water supply systems or wastewater
systems under the Safe Drinking Water Law or the Water Pollution
Control Law, as applicable, and makes the following changes. (1)
increases the higher application fee from $25 to $45 and the lower
application fee from $10 to $25, (2) adds certification as a Class A
operator and sets the higher examination fee for such certification at $35
and the lower fee at $25, (3) increases the higher examination fees for
certification in the continuing categories of operator certification by 24%
to 33% and the lower fees by 36% to 80%, (4) establishes a new biennial
certification renewal fee ranging from $25 to $65 depending on the class
of certification and a late renewa fee ranging from $45 to $85, (5)
reguires a person who requests a replacement certificate to pay a $25 fee
a the time the request is made, and (6) revises the timeframes for
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applying the fees for both the applications and the examinations for
certification.

Extends for two years the levying of higher fees, and the decrease of
those fees at the end of the two years, for applications for permits,
variances, and plan approvals under the Water Pollution Control Law and
the Safe Drinking Water Law.

Generally enables an applicant to submit an electronic application for a
registration certificate, permit, variance, or plan approval under the Solid,
Infectious, and Hazardous Waste Law, Safe Drinking Water Law, or
Water Pollution Control Law, requires the payment of the applicable
application fee as expeditioudy as possible after such submission, and
prohibits the review or processing of a registration certificate, permit,
variance, or plan approval until the required feeis paid.

Clarifies that an applicant who has entered into an agreement with the
Clean Ohio Council for a grant or loan under the brownfield portion of
the Clean Ohio Program and who is issued a covenant not to sue under
the Voluntary Action Program Law is not required to pay the fee for the
Issuance of a covenant not to sue that is established in rules adopted
under the Voluntary Action Program Law.

Use of investment earnings of Clean Ohio Revitalization Fund

(R.C. 122.658)

The Clean Ohio Revitalization Fund in continuing law consists of money
credited to it from revenue bonds that are issued for purposes of the Clean Ohio
program to pay the costs of brownfield remediation projects and of payments of
principal and interest on loans that are made from the Fund. Law retained in part
by the act provides that until July 26, 2003, investment earnings credited to the
Fund may be used to pay costs incurred by the Department of Development and
the Environmental Protection Agency under the brownfield component of the
Clean Ohio Program. The act removes the deadline, thus alowing the investment
earnings to be used for those purposes indefinitely.
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Use of investment earnings of Clean Ohio Operating Fund

(R.C. 3745.40)

The Clean Ohio Operating Fund in continuing law consists of money
transferred to it from the Clean Ohio Revitalization Fund as certified by the
Director of Development to the Director of Budget and Management. That money
consists of excess investment earnings that are available to be transferred from the
Clean Ohio Revitalization Fund. Law retained in part by the act provides that
until July 26, 2003, investment earnings credited to the Fund may be used to pay
administrative costs incurred by the Director of Environmental Protection under
the brownfield component of the Clean Ohio Program. The act removes the
deadline, thus alowing the investment earnings to be used to pay administrative
costs incurred by the Director indefinitely.

Elimination of Hazardous Waste Facility Board

(R.C. 3734.02, 3734.05, 3734.12, 3734.123,3734.124, 3734.18, 3734.42, 3734.44,
3734.46, and 3745.14; Sections 132.09, 132.10, and 145.03)

Former law established the five-member Hazardous Waste Facility Board
to approve or disapprove applications for hazardous waste facility installation and
operaion permits for new hazardous waste storage, treatment, and disposal
facilities and applications for certain modifications to existing permits. The Board
was scheduled to expire on December 31, 2004, unless it was renewed by the
enactment of legislation. The act abolishes the Board on its effective date and
transfers its duties and responsibilities to the Director of Environmental Protection
for purposes of permitting hazardous waste facilities. Under the act, the Director
also is responsible for all permit modifications rather than just for specified types
of modifications as under prior law.

To effect the transfer, the act abolishes on its effective date all of the rules
adopted by the Board and requires the Director of the Legidative Service
Commission to remove the rules from the Administrative Code as if they had been
rescinded. The act also specifies that on and after the its effective date and until
the Director of Environmental Protection adopts rules that eliminate references to
the Hazardous Waste Facility Board, whenever the Hazardous Waste Facility
Board or Board, when "Board" refers to the Hazardous Waste Facility Board, is
referred to in a rule, the reference must be deemed to refer to the Environmental
Protection Agency or the Director of Environmental Protection, whichever is
appropriate. As expeditiously as possible after the effective date, the Director
must adopt rules eliminating references to the Hazardous Waste Facility Board.
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Permits or modifications issued by the Board under the Solid, Hazardous,
and Infectious Waste Law as that law existed prior to its amendment by the act
must continue in effect as if the Director had issued the permits or modifications
under that Law after the effective date of its amendment by the act. Any
application pending before the Hazardous Waste Facility Board on the act's
effective date must be transferred to the Environmental Protection Agency for
approval or disapproval by the Director. All records, files, and other documents of
the Hazardous Waste Facility Board must be transferred to the Environmental
Protection Agency.

Prior law required the Board to hold a public hearing after receiving a
completed application and to hold an adjudication hearing at which it had to hear
and decide al disputed issues respecting the approval or disapproval of the
application. The act requires a permit applicant, prior to submitting a complete
application to the Director, to hold at least one meeting in the township or
municipal corporation in which the facility is proposed to be located, whichever is
geographically closer to the proposed location. The meeting must be open to the
public and be held to inform the community of the proposed hazardous waste
management activities and to solicit questions from the community concerning the
activities.

The act aso requires the Director, after determining whether a permit
application complies with specified requirements in both statutes and rules, to
issue either a draft permit or a notice of intent to deny the permit. The Director
also must provide public notice of the application and the draft permit or notice of
intent to deny the permit, provide an opportunity for public comments, and, if
significant interest is shown, schedule a public meeting in the affected county and
give public notice of it. Not later than 180 days after the end of the public
comment period, the Director, without prior hearing, must issue or deny the permit
In accordance with the Environmental Protection Agency Law, which allows for
appeals to the Environmental Review Appeals Commission.

Law retained in part by the act precludes the Board from approving an
application unless it makes specific findings an