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DEPARTMENT OF ADMINISTRATIVE SERVICES (DAS)

Harmonizes law with respect to the Department of Administrative
Services Office of Risk Management authority to purchase fidelity
bonding.

Removes the option of the state to self-insure for the purpose of insuring
the state through the fidelity bonding of state officers and agents who are
required by law to be covered by afidelity bond.
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Eliminates the Vehicle Liability Fund and combines the Vehicle Liability
Program within the existing risk Management Reserve Fund.

Creates new Schedules E-1 and E-2 rates of salaries and wages to be paid
to exempt employees for pay periods including July 1, 2007, and July 1,
2008, providing a 3¥%% pay increase.

Authorizes the Department, but no other state agency, to provide printing
or office reproduction services for political subdivisions.

Eliminates the Department's duties with respect to the central
management of agency forms.

Transfers to the Department the printing office of the Office of
Information Technology and the mail and fulfillment services office of
the Department of Job and Family Services.

Authorizes the temporary assgnment of the duties of a higher
classification to exempt employees with commensurate pay.

Office of Risk Management

(R.C. 9.821 and 9.822)

Under current law, the Office of Risk Management within the Department
of Administrative Services has the authority to provide all insurance coverages for
the state. The bill harmonizes R.C. 9.821 with R.C. 125.03 (not in the bill) with
respect to the authorization to purchase fidelity bonding, eliminates specific
authorization to establish and administer a self-insured fidelity bond program, and
specifically disclaims that nothing in another existing R.C. section can shall be
construed to allow the Department of Administrative Services, through the Office
of Risk Management, to administer the state's fidelity bonding program through a
program of self-insurance.

Risk Management Reserve Fund

(R.C. 9.823 and 9.83)

Under current law, the Director of Administrative Services, through the
Office of Risk Management, operates the Vehicle Liability Fund, which is used to
provide certain insurance and self-insurance for the state pursuant to R.C. 9.83.
The bill eliminates the separate Vehicle Liability Fund and creates the Vehicle
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Liability Program within the existing Risk Management Reserve Fund. Amounts
that under current law are deposited in the Vehicle Liability Fund instead will be
deposited in the Risk Management Reserve Fund to the credit of the Vehicle
Liability Program.

Schedules of rates for certain public employees

(R.C. 124.152)

Existing law provides that certain public employees are paid a wage or
salary that is determined using one of four schedules of rates. Depending upon the
type of employee, there is a specific schedule of rates that applies to and
establishes the compensation for the employee.

Managerial and professional public employees who are permanent
employees paid directly by warrant of the Director of Budget and Management,
whose position is included in the state's job classification plan, and who are
exempt from the Public Employee Collective Bargaining Law ("exempt
employees') receive wages or salaries based upon the schedule of rates known as
Schedule E-2.! Under the Schedule E-2, there are a number 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 annual salary
that the employee may receive.

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 E1. Similar to the Schedule E2, Schedule E1 contains a
number of different pay ranges to which an employee paid under that schedule is
assigned. However, rather than having a minimum and maximum hourly wage
and annual salary for each pay range as under Schedule E2, pay ranges under
Schedule E-1 contain a number of step values, one to which an employee is

1 Under R.C. 124.14(B), exempt employees, for purposes of R.C. 124.15 and R.C.
124.152, do not include any of the following: elected officials; legidative 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 (a) the Secretary of State, (b) the Auditor of State, (C)
the Treasurer of State, or (d) the 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 the Department of Administrative Services, and
employees of the Bureau of Workers Compensation whose compensation the
Administrator of Workers Compensation establishes.
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assigned, with each step providing for a specifically set hourly wage or annual
salary.

The bill enacts new Schedules E-1 and E-2. The new schedules will apply
beginning on the first day of the pay period that includes July 1, 2007, and July 1,
2008, and each includes a 3¥%% increase in the salaries and wages.

Provision of printing or office reproduction services for political subdivisions

(R.C. 125.45)

Current law prohibits the Department of Administrative Services or any
other state agency from performing printing or office reproduction services for
political subdivisions. The bill instead prohibits no state agency, other than the
Department of Administrative Services, from performing printing or office
reproduction services for political subdivisions.

Agency forms management

(R.C. 125.93, 125.95(repealed), 125.96, 125.97, and 125.98)

Thereis currently established in the Department of Administrative Services
a state forms management program to: (1) assist state agencies in designing
economical forms and establishing internal forms management capabilities,
(2) establish basic design and specification criteria to standardize state forms, and
(3) maintain a central forms repository of all state forms. State agencies generally
are not permitted to utilize any form unless it has been approved by the program or
the program has delegated management of the form to the agency. The law
requires each state agency to appoint a forms management representative who,
among other things, must ensure that every form used by the agency is presented
to the program for registration prior to itsreproduction.

The bill eliminates the Department's duties with respect to the central
management of agency forms. It relieves the program of the responsibilities
described in (2) and (3), above, and removes the requirement that forms be pre-
approved by the program. The program does, however, retain its responsibility to
provide forms management assistance to state agencies.

2 The bill also provides two new Schedule Els for Step Seven Only that will apply
beginning on the first day of the pay period that includes July 1, 2007, and July 1, 2008
(R.C. 124.152(F) and (G)).
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Transfer to the Department of the Printing Office of the Office of |nformation
Technology and the Mail and Fulfillment Services Office of the Department of
Job and Family Services

(Sections 515.06 and 515.09)

The bill provides that effective July 1, 2007, or on the earliest date
thereafter agreed to by the Director of Budget and Management and the Director
of Administrative Services, the Office of Information Technology (OIT) Printing
Office currently located on Integrity Drive in Columbus becomes part of the
Department of Administrative Services (DAS).> Employees of the OIT Printing
Office are to be transferred to DAS, subject, however, to the layoff provisions of
the Civil Service Act and the contract between the state and all affected bargaining
units. Transferred employees retain their positions and all benefits accruing to
their positions.

The bill also provides that effective July 1, 2007, or on the earliest date
thereafter agreed to by the Director of Job and Family Services and the Director of
Administrative Services, the Department of Job and Family Services (DJFS) Mail
and Fulfillment Office currently located on Integrity Drive in Columbus becomes
part of DAS. Employees designated as staff of the Mail and Fulfillment Office are
to be transferred to DAS, subject, however, to the layoff provisions of the Civil
Service Act and the contract between the state and all affected bargai ning units.
Transferred employees retain their positions and all benefits accruing to their
positions.

The bill requires the Director of Job and Family Services and the Director
of Administrative Services to enter into an interagency agreement establishing
terms and timetables for the implementation of the transfer. The agreement must
include (1) provisions for credit to DJFS for prepaid postage, (2) agreements for
the credit, transfer, or reimbursement of funds to DJFS to comply with terms and
conditions applicable to federal funds DJFS expends for the purchase,
maintenance, and operation of equipment, and (3) agreements for ongoing
operations in compliance with federal requirements applicable to DJFS programs
that utilize mail and fulfillment services, transfer of or sharing of lease
agreements, and any other agreements that the Director of Job and Family
Services and the Director of Administrative Services determine are necessary for
successful implementation of the transfer.

3 Current law houses the Office of Information Technology (OIT) in DAS (R.C. 125.18).
Another provision of the hill transfers OIT to the Office of Budget and Management
(OBM). Thus, the provision described here transfers the printing office of OIT back to
DAS from OBM.
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As a result of the transfers, al functions, assets, and liabilities, including
records, leases, and contracts, of the OIT Printing Office and the DJFS Mail and
Fulfillment Office are transferred to the Department of Administrative Services.
The Department is successor to, assumes the obligations of, and otherwise
congtitutes the continuation of the OIT Printing Office and the DJFS Mail and
Fulfillment Office. A validation, cure, right, privilege, remedy, obligation, or
liability conferred or incurred by, or otherwise relating to, either office is neither
lost nor impaired by either transfer, and is to be administered by the Department of
Administrative Services.  All the rules, orders, policies, directives, and
determinations of the OIT Printing Office and the DJFS Mail and Fulfillment
Office continue in effect as rules, orders, policies, directives, and determinations
of the Department of Administrative Services, until they are modified or rescinded
by the Department.*

Any business begun but not completed by the OIT Printing Office or the
DJFS Mail and Fulfillment Office at the time of the transfer is to be completed by
the Department of Administrative Services, in the same manner, and with the same
effect, asif it were completed by the office. An action or proceeding pending in a
court or an administrative proceeding pending before an administrative agency to
which the OIT Printing Office or the DJFS Mail and Fulfillment Office is a party
Is not affected by the transfer and is to be prosecuted or defended in the name of
the Director of Administrative Services. (In al these actions and proceedings, the
Director, upon application to the court or agency, is to be substituted as a party.)

The Director of Budget and Management is to take various actions with
respect to budget changes that are made necessary by each transfer, including
administrative reorganization, program transfers, consolidation of funds, creation
of new funds, transfers of cash balances from old to new funds, and canceling
encumbrances against old funds and re-establishing them against new funds.
(Corresponding adjustments in appropriation accounts are to be made.) Not later
than 60 days after the transfer of the OIT Printing Office, the Director of the
Office of Information Technology is to certify to the Director d Budget and
Management the amount of cash associated with printing services supported by
the IT Services Delivery Fund. Similarly, not later than 60 days after the transfer
of the DJFS Mail and Fulfillment Office, the Director of Job and Family Services
Is to certify to the Director of Budget and Management the amount of any
unexpended balance of appropriations made to DJFS to support the office. Upon
receiving the certifications, the Director of Budget and Management is to transfer

*1f necessary to ensure the integrity of the Administrative Code rule numbering system,
the Director of the Legidlative Service Commission is to renumber the rules of the OIT
Printing Office and the DJFS Mail and Fulfillment Office to reflect their transfer to the
Department of Administrative Services.
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the amount certified from the IT Services Delivery Fund or the unexpended
appropriations to the State Printing Fund.

Temporary assignment of duties of a higher classification to exempt employees

(Section 705.03)

An "exempt employee" is a public employee who is exempt from collective
bargaining. The bill authorizes an appointing authority,® with an exempt
employee's written consent, temporarily to assign the duties of a higher
classification to the exempt employee. The period of time cannot exceed two
years and the exempt employee is to be paid during the period at a rate
commensurate with the duties of the higher classification. This temporary
assignment authority is available only when a vacancy does not exist in the higher
classification.

If it becomes necessary, the bill permits exempt employees who are
assigned to duties within their agencies that concern maintaining operations during
the Ohio Administrative Knowledge System (OAKS) implementation to agree to
such atemporary assignment for a period exceeding two years.

COMMISSION ON AFRICAN AMERICAN MALES (AAM)

Requires the Ohio State University African American and African
Studies Community Extension Center to establish the overall policy and
plans of, and to direct, manage, and oversee, the Commission on African-
American Males.

Reduces the membership of the Commission from a maximum of 41
members to a maximum of 23 members and eliminates the Ohio Civil
Rights Commission as fiscal agent for the Commission.

® An "appointing authority" is defined in R.C. 124.01 as an "officer, commission, board,
or body having the power of appointment to, or removal from, positions in any office,
department, commission, board, or institution.”
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Reorganization of the Commission on African-American Males

(R.C.4112.12 and 4112.13; Section 375.70.20)

Membership of the Commission

At present the Commission on African-American Males is an independent
agency comprised of not more than 41 members. The bill reduces its membership
to a maximum of 23 as a result of: (1) eliminating from the Commission (a) the
Adjutant General and the Directors of Rehabilitation and Correction, Mental
Health, and Y outh Services, or their designees, (b) one senator (at present there are
three Senate members and two House members), and (c) not more than 23
members appointed by the Governor and (2) requiring the Ohio State University
African American and African Studies Community Extension Service, in
consultation with the Governor, to appoint two members from the private
corporate section, four, five, or six members from the public corporate sector, and
two members from the nonprofit sector.

The two senators and two representatives appointed to the Commission are
to be nonvoting members from different political parties, and their appointments
are not to extend beyond the time that they are members of the General Assembly.

Transfer of Policy and Management Functions

Under existing law, the Commission on African-American Males is an
independent agency with its own appropriation, although the Ohio Civil Rights
Commission serves as its fiscal agent by handling routine support services relating
to personnel and accounts. Under the hill, the Ohio State University African
American and African Studies Community Extension Center is to (1) develop
overall policies and plans for the Commission, (2) direct, manage, and oversee the
Commission, and (3) contract annually for a report on the status of African-
Americans in Ohio, with policy recommendations. Issues to be evaluated in the
report include the crimina justice system, education, employment, health care,
housing, and such other issues as the Extension Center specifies.

The bill requires the Commission to meet at least quarterly, to implement
the policies and plans of the Extension Center, and to report to the Extension
Center on the progress the Commission is making in implementing these plans and
policies. The Executive Director of the Commission, who currently is appointed
by the Commission, is to be appointed by the Extension Center instead, in
consultation with the Governor. At present, the Executive Director reports to the
Commission on its activities; in the future, the Executive Director must report on
these activities to the Extension Center as well, in such manner and at such times
as the Extension Center determines.
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The current requirements that the Commission prepare and submit its
budget to the Office of Budget and Management each biennium and to handle its
own payroll and other operating expenses are eliminated, as well as the
requirement that the Civil Rights Commission act as its fiscal agent. Money for
the Commission's operations is to come from an appropriation to the Board of
Regents rather than to the Commission.

DEPARTMENT OF AGING (AGE)

Modifies the duty of the Director of Aging to disseminate Alzheimer's
disease training materials for health and social service professionals.

Expands the scope of the Alzheimer's Disease Task Force to include
related disorders and renames it the Alzhemer's Disease and Reated
Disorders Task Force

Makes permanent a budget provision under which an individual admitted
to a nursing facility while on a waiting list for the PASSPORT program
can be placed in the program if it is determined that PASSPORT is
appropriate and the individual would rather participate in PASSPORT
than reside in the nursing facility.

Requires the Department of Job and Family Services to apply for a
federal waiver authorizing additional enrollments in PASSPORT under
the newly permanent provision.

Requires the Director to adopt rules certifying living facilities for
Residential State Supplement (RSS) program participants.

Permits the Director to adopt rules giving priority on the RSS waiting list
to certain individuas who receive Supplementa Security Income
benefits.

Provides for an individual admitted to a nursing facility while on a
waiting list for RSS to participate in that program if it is determined that
the program is appropriate for the individua and the individual would
rather participate in it than continue to reside in the nursing facility.

Increases by 3% the amount provided to RSS program participants.

Creates the Unified Long-Term Care Budget Workgroup.
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Authorizes the Director of Budget and Management to create new funds,
transfer funds among affected agencies, and take other actions in support
of the Workgroup's proposals.

Alzheimer's disease training materials

(R.C. 173.04)

Current law requires the Director of Aging to develop and disseminate new
Alzheimer's disease training materials or to disseminate existing training materials
for health and social service professionals who participate or assist in the care or
treatment of Alzheimer's disease patients, including physicians, nurses, health care
program administrators, social workers, and other health care professionals. The
bill maintains this requirement, but specifies that the Director must disseminate the
Alzheimer's disease training materials through the Department of Aging's internet
web site. The bill also gives the Director the option of either developing the
training materials or obtaining them from other sources.

Alzheimer's Disease and Related Disorders Task Force

(R.C. 173.04)

Under current law, the Director of Aging is permitted, but not required, to
create an Alzheimer's Disease Task Force to advise the Director on various issues
pertaining to the care of Alzheimer's disease patients. (According to the Office of
Budget and Management, the Task Force has never been created.) The bill
expands the scope of the Alzheimer's Disease Task Force to include related
disorders and renames it the Alzheimer's Disease and Related Disorders Task
Force. The bill also alters slightly the mission of the Task Force: under current
law, the Task Force must advise the Director regarding long-term care initiatives
related to Alzheimer's disease. The bill requires instead that the Task Force advise
the Director of Aging on how to serve persons with Alzheimer's disease and
related disordersin Ohio's unified long-term care budget system.

PASSPORT

Background

The Pre-Admission Screening System Providing Options and Resources
Today (PASSPORT) program is established under R.C. 173.40 as a walver
component of the state's Medicaid plan. PASSPORT is administered by the
Department of Aging and charged with providing home and community-based
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services to certain eligible aged and disabled Medicaid recipients as an alternative
to a nursing facility.® PASSPORT is limited to the number of enrollments
permitted by the Medicaid waiver.

The main budget bill of the 126th General Assembly (Am. Sub. H.B. 66)
includes a mechanism through which individuals on a waiting list for the
PASSPORT program who are admitted to a nursing facility may instead
participate in PASSPORT, even if the participation causes the program to exceed
enrollment limitations (Section 206.66.44). This provision expires June 30, 2007.

The bill
(R.C. 173.401)

The bill provides for expansion of the number of PASSPORT recipients
permitted by the waiver (see "Waiver amendment,” below). Each month
following the expansion, each area agency on aging’ must determine whether
individuals who reside in the area served by the agency and are on a PASSPORT
waiting list have been admitted to a nursing facility. The agency must notify the
Long-Term Care Consultation Program administrator of any such individual .2 The
administrator must then determine whether PASSPORT is appropriate for the
individual and whether the individual would rather participate in PASSPORT than
continue to reside in the nursing facility. If the administrator determines the
individual prefers PASSPORT, the administrator must notify the Department of
Aging. On noatification, the Department must approve the individual's enrollment
in PASSPORT regardless of the PASSPORT waiting list and even though the
enrollment causes PASSPORT enrollment to exceed the limit that otherwise

would apply.

Waiver amendment. The Director of Job and Family Services is required
by the bill to submit a waiver amendment to the U.S. Secretary of Health and
Human Services to authorize the additional PASSPORT enrollments required by
the bill. The PASSPORT expansion is to begin the month after the Secretary
approves the waiver.

® A nursing facility is a facility that is licensed as a nursing home and has a Medicaid
provider agreement.

" Area agencies on aging are established under federal law to provide a single planning
and service area managing federal and state programs for older Americans.

8 The Long- Term Care Consultation Program is established by the Department of Aging.
The administrator is the Department of Aging or an area agency on aging or other entity
the Department contracts with.
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Reporting reguirements. Each quarter, the Department of Aging must
certify to the Director of Budget and Management the estimated increase in costs
of the PASSPORT program resulting from additional enrollments under the bill.

By the last day of each calendar year, the Director of Job and Family
Services must submit to the General Assembly a report regarding the number of
enrollees in the PASSPORT program resulting from the bill's provisions and the
costs and savingsincurred as aresult of the enrollments.

Residential State Supplement program

(R.C. 173.35; Section 213.20)

Background

The Department of Aging administers the Residential State Supplement
(RSS) program, which provides payments to aged, blind, and disabled adults at
risk of needing institutional care. The payments must be used for the provision of
accommodations, supervision, and personal care services.

Certification of facilities

(R.C. 173.35)

Current law provides that, with certain exceptions, an individual must
reside in a facility licensed by the Department of Health to be eligible for RSS
payments.® The bill requires the Director of Aging to adopt rules certifying certain
facilities and to enter into an agreement with the Director of Mental Health to
certify the facilities in accordance with the rules.

Waiting list
(R.C. 173.35)

Current law provides that the Director of Aging may establish a waiting list
of individuals eligible to receive RSS payments if moneys appropriated to the
Department of Aging are insufficient to make payments to all eligible individuals.
The bill authorizes the Director to adopt rules giving priority on the RSS waiting
list to individuals placed on the waiting list on or after July 1, 2006, who receive
Supplemental Security Income benefits. The bill provides that the rules are not to

® An individual living in a licensed or certified living arrangement receiving state
supplementation on November 15, 1990 or in an adult foster home certified by the
Department of Aging can still receive RSS payments.
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affect the place on the waiting list of any person who was on the list on July 1,
2006.

Home first component

(R.C. 173.351)

The bill requires each area agency on aging to determine each month
whether individuals who reside in the area served by the agency and are on a
waiting list for RSS have been admitted to nursing facilities. The agency is
required to notify the Long-Term Care Consultation Program administrator about
the determination. The administrator must then determine whether RSS is
appropriate for the individual and whether the individual would rather participate
in RSS than continue to reside at the nursing facility. If the administrator
determines the individual prefers RSS, the administrator must notify the
Department of Aging. On notification by the administrator, the Department must
approve the individual for RSS regardless of the RSS waiting list and even though
the enrollment causes RSS enrollment to exceed the limit that otherwise would

apply.

Each quarter, the Department of Aging must certify to the Director of
Budget and Management the estimate of the increase in costs of the RSS program
resulting from additional RSS enrollments under the bill.

By the last day of each calendar year, the Director of Aging must submit to
the General Assembly a report regarding the number of enrollees in the RSS
program resulting from the bill's provisions and the costs and savings incurred as a
result of the enrollments.

Uncodified law establishes the amounts used by the Department of Aging
to determine whether a resident is eligible for an RSS payment and the amount
each resident is to receive per month. The amounts provided under the bill
represent a 3% increase. They are asfollows:

(1) $927 for aresident of aresidential care facility;

(2) $927 for aresident of an adult group home;

(3) $824 for aresident of an adult foster home;

(4) $824 for aresident of an adult family home;

(5) $824 for aresident of an adult community alternative home;

(6) $824 for aresident of an adult residential facility; and
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(7) $618 for a person receiving adult community mental health housing
Services.

Unified Long-Term Care Budget Workagroup

(Section 213.30)

The bill creates the Unified Long-Term Care Budget Workgroup,
consisting of the following members:

(1) The Director of Aging;

(2) Consumer advocates, representatives of the provider community, and
state policy maker, appointed by the Governor;

(3) One member of the House of Representatives appointed by the Speaker
of the House of Representatives,

(4) One member of the House of Representatives appointed by the
Minority Leader of the House of Representatives,

(5) One member of the Senate appointed by the President of the Senate;

(6) One member of the Senate appointed by the Minority Leader of the
Senate.

The Director isto serve as the Workgroup's chairperson.

The Workgroup is charged with developing a unified long-term care budget
that facilitates the following:

(1) Providing a consumer a choice of services that meet the consumer's
health care needs and improve the consumer's quality of life;

(2) Providing a continuum of services that meet the needs of a consumer
throughout life;

(3) Consolidating policymaking authority and the associated budgets in a
single entity to simplify the consumer's decision making and maximize the state's
flexibility in meeting the consumer's needs;

(4) Assuring the state has a system that is cost effective and links disparate
services across agencies and jurisdictions.
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Not later than June 1, 2008, the Workgroup must submit a report that
considers the recommendations of the Medicaid Administrative Study Council, the
Ohio Commission to Reform Medicaid, and the following:

(1) Recommendations regarding the structure of the unified long-term care
budget;

(2) A plan outlining how funds can be transferred among involved
agenciesin afiscally neutral manner;

(3) Identification of the resources needed to implement the unified budget
in a multiphase approach starting in fiscal year 2009;

(4) Success criteria and tools to measure progress against the success
criteria.

The report must be submitted to the Governor, the Speaker and the
Minority Leader of the House of Representatives, the President and the Minority
Leader of the Senate, and the members of the Joint Legislative Committee on
Medicaid Technology and Reform.

Progress report on unified long-term care budget

The bill requires the Directors of Aging and Budget and Management to
annually submit a written report to the Speaker and the Minority Leader of the
House of Representatives, the President and the Minority Leader of the Senate,
and the members of the Joint Legislative Committee on Medicaid Technology and
Reform describing the progress towards establishing, or if already established, the
effectiveness of the unified long-term care budget.

Director of Budget and Management authority

The bill authorizes the Director of Budget and Management to do any of
the following in support of the Workgroup's proposal when a separate department
or agency is created solely to administer the Medicaid program:

(1) Create new funds and account appropriation items to support and track
funds associated with a unified long-term care budget;

(2) Transfer funds among affected agencies and adjust corresponding
appropriation levels;

(3) Develop a reporting mechanism to show clearly how the funds are
being transferred and expended.
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DEPARTMENT OF AGRICULTURE (AGR)

Includes natural spring water in the agricultura goods that the
Department of Agriculture may promote through the Ohio Proud
Program.

Authorizes the Director of Agriculture, in conducting investigations,
inquiries, or hearings, to assess the party to an action that is brought
before the Department of Agriculture pursuant to the Administrative
Procedure Act specified costs incurred by the Department under certain
circumstances, and provides that the assessment of costs may be
appealed.

Extends through June 30, 2009, the extra 2¢ earmark of wine tax revenue
credited to the Ohio Grape Industries Fund.

Ohio Proud Program

(R.C. 901.171)

Under current law, the Department of Agriculture may promote the use of
Ohio-produced agricultural goods through the issuance of logotypes to qualified
producers and processors under a promotional certificate program, commonly
known as the Ohio Proud Program, to be developed and administered by the
Division of Markets. The bill includes natural spring water in the agricultural
goods that the Department may promote through the Program.

Assessment of costs for conducting investigations, inquiries, and hearings

(R.C.901.261)

Under the bill, the Director of Agriculture, in conducting investigations,
inquiries, or hearings, may assess the party to an action that is brought before the
Department of Agriculture pursuant to the Administrative Procedure Act the actual
costs incurred by the Department for depositions, investigations, issuance and
service of subpoenas, witness fees, employment of a stenographer and hearing
officer, and the production of books, accounts, papers, records, documents, and
testimony if the applicable hearing officer determines that the party to the action
has failed to comply with any statute or rule that is administered by the Director or
if the hearing officer determines that the action was frivolous conduct by the party.
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The assessment of costs may be appealed to a court of competent jurisdiction. The
bill states that nothing in those provisions can be construed to apply to
investigations, inquiries, or hearings conducted under the Veterinarians Law.

Wine tax diversion to Ohio Grape | ndustries Fund

(R.C. 4301.43; Section 815.03)

Current law imposes a tax on the distribution of wine, vermouth, and
sparkling and carbonated wine 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 is scheduled to decrease from 3¢ to 1¢ per gallon on
July 1, 2007. The bill extends the extra 2¢ earmarking through June 30, 2009.

OHIO AIR QUALITY DEVELOPMENT AUTHORITY (AIR)

Authorizes the Ohio Air Quality Development Authority to use
commodity contracts in connection with the acquisition or construction
of air quality facilities, and defines "commodity contract" to mean a
contract or series of contracts entered into in connection with the
acquisition or construction of air quality facilities for the purchase or sale
of a commodity that is eligible for prepayment with the proceeds of
federaly tax exempt bonds under the Internal Revenue Code and
regul ations adopted under it.

Use of commodity contracts

(R.C. 3706.01, 3706.03, 3706.041, 3706.05, and 3706.07)

Under current law, the Ohio Air Quality Development Authority assists
Ohio businesses, government agencies, and not-for-profit agencies and individuals
in complying with air quality requirements by providing technical and financial
assistance and by financing the purchase, construction, or installation of air
pollution control equipment. In addition, the Authority provides financial
assistance for energy efficiency and conservation and for ethanol and other biofuel
production facilities.
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The bill authorizes the Authority to use commodity contracts in connection
with the acquisition or construction of air quality facilities and defines
"commodity contract" to mean a contract or series of contracts entered into in
connection with the acquisition or construction of air quality facilities for the
purchase or sale of a commodity that is eligible for prepayment with the proceeds
of federally tax exempt bonds under the Internal Revenue Code and regulations
adopted under it.

DEPARTMENT OF ALCOHOL AND DRUG ADDICTION
SERVICES (ADA)

Requires the Director of Alcohol and Drug Addiction Services to consult
with the Director of Budget and Management and representatives of local
and county alcohol and drug addiction services agencies to conduct an
internal review of policies and procedures to increase efficiency and
identify and eliminate duplicative practices.

Internal review

(Section 219.10)

The bill requires the Director of Alcohol and Drug Addiction Services to
consult with the Director of Budget and Management and representatives of local
and county alcohol and drug addiction services agencies to conduct an internal
review of policies and procedures to increase efficiency and identify and eliminate
duplicative practices. Any savings identified as a result of the internal review and
the Auditor of State's performance audit must be spent on community-based care.*°

The bill requires the Director of Alcohol and Drug Addiction Services to
seek Controlling Board approval before expending any identified funds.

STATE BOARD OF EXAMINERS OF ARCHITECTS (ARC)

Requires the state board of examiners of architects to create an
architecture education assistance program to pay the enrollment fees of

19 The bill does not define "community-based care."
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applicants for the internship program required for potential architects in
order to receive their licenses.

Architecture education assistance program

(R.C. 4703.071)

Under existing law, applicants for a license to practice as an architect must
complete an internship program, which is established or adopted by the state board
of examiners of architects. The bill requires that the board by rule, to establish,
maintain, and administer an assistance program to pay applicant enrollment fees
for the internship program. The bill authorizes the board to determine eligibility
criteria for applicants to receive funding from the assistance program which may
include a minimum completed course work requirement.

ATTORNEY GENERAL (AGO)

Allows the Superintendent of the Bureau of Crimina Identification and
Investigation to pay the Federa Bureau of Investigation for criminal
records checks without the Controlling Board's prior approval of awaiver
of competitive selection requirements.

Creates in statute the Bureau of Criminal Identification and Investigation
Asset Forfeiture and Cost Reimbursement Fund.

Payment for criminal records checks

(R.C. 127.16)

Generally under current law, once a state agency's purchases from a
particular supplier reach $50,000, any additional purchase from that supplier must
be made by competitive selection or approved by the Controlling Board. The bill
alows the Superintendent of the Bureau of Criminal Identification and
Investigation in the Attorney General's office to pay the Federal Bureau of
Investigation (FBI) for crimina records checks without the Controlling Board's
prior approval of a waiver of competitive selection requirements. According to
the agency, the FBI is the only supplier available to provide federal criminal
background checks.
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BCI| Asset Forfeiture and Cost Reimbursement Fund

(R.C. 109.521; Section 227.10)

The bill creates in the state treasury the Bureau of Criminal Identification
and Investigation Asset Forfeiture and Cost Reimbursement Fund, consisting of all
amounts awarded to the Bureau as a result of shared federal asset forfeiture, al
state and local moneys designated as restitution for reimbursement of the costs of
investigation, and any interest earned on the fund. The Fund was created by the
Controlling Board in January 1997, but was not recognized by the Revised Code.
Money from the Fund must be used in accordance with federal asset forfeiture
laws, rules, and regulations.

OFFICE OF BUDGET AND MANAGEMENT (OBM)
Moves specified custodial funds into the state treasury.

Makes the chief administrative officer of a state agency (or that person's
designee), rather than the Director of Budget and Management,
responsible for preauditing and approving a state agency's expenditures
and other accounting transactions.

Makes the chief administrative officer (or designee) responsible for
ensuring that state agency purchases in which a state credit card is used
are made in accordance with OBM guidelines and do not exceed the
available balance in the appropriation to be charged.

Authorizes OBM to review and audit vouchers and the documentation
accompanying them, to maintain and periodically audit the financial
records of and submission of vouchers by state agencies, and to provide
assistance in the analysis of the financia position of state agencies.

Creates the Forgery Recovery Fund in the state treasury to receive
moneys collected by the Attorney General in cases of fraud or forgery
Involving state warrants.

Creates the OAK'S Support Organization Fund in the state treasury to pay
the operating expenses of Ohio's enterprise resource planning system.

Divides general purchasing authority, formerly vested wholly in the
Department of Administrative Services, so that the Office of Information
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Technology has general purchasing authority with regard to information
technology while the Department retains general purchasing authority for
everything else.

Transfers the Office of Information Technology (OIT) from the
Department of Administrative Services to the Office of Budget and
Management on July 1, 2008. The OIT remains in DAS through FY
2008 to dlow for the administrative reorganization entailed by the
transfer.

Substitutes, for the position of Chief Information Officer appointed by
and subject to remova at the pleasure of the Governor, the position of
State Chief Information Officer appointed by and subject to remova at
the pleasure of the Director of Budget and Management.

Specifies that the State Chief Information Officer isto supervise the OIT,
and that, beginning July 1, 2007, the Officer is to be subject to the
direction of, and is to report to, the Director of Budget and Management.

Requires the OIT, rather than DAS, to maintain the Ohio Business
Gateway.

Codifies the multi-agency radio communications system (MARCS) and
requires the OIT to maintain and promote the system.

Continues the MARCS Steering Committee with modifications.

Creates the IT Governance Fund to support the activities of the OIT, its
funding to be derived from those activities.

Certain custodial funds moved into the state treasury

(R.C. 109.93, 111.18, 173.85, and 173.86; Section 512.41)

The bill moves the following custodial funds into the state treasury, thereby
requiring appropriations by the General Assembly in order to use the fund money:

(1) The Attorney General Education Fund. (This fund consists of gifts and
grants received by the Attorney General for educational programs such as
consumer protection, victims of crime, environmental protection, and peace officer
training.)
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(2) The Secretary of State Alternative Payment Program Fund. (This fund
consists of fees paid under any alternative payment program implemented by the
Secretary of State that permits payment by means other than cash, check, money
order, or credit card.)

(3) The Ohio's Best Rx Program Fund. (This fund generally consists of
payments made by participating manufacturers, administrative fees, and amounts
donated to the fund, and is used primarily to pay claims under the program.)

Responsihility for preauditing a request for payment from the state treasury

(R.C. 126.07 and 126.21(A)(8))

Under existing law, when a state agency receives an invoice for the
purchase of goods or services, the agency initiates the procedure for paying for
them by entering the necessary accounting information into the Centra
Accounting System. Overnight a computer at the Office of Budget and
Management checks the information for such matters as whether sufficient money
remains in the agency's appropriation to pay for the purchase and whether the
vendor information is valid. If there are no problems with the proposed payment,
the agency's fiscal officer prints out an original and one copy of a voucher that the
agency will then use to authorize the payment. When the voucher authorizing
payment is signed by one or more persons at the agency, the copy of the voucher
IS sent, together with a copy of the invoice and any other required documentation
related to the purchase, to OBM--for two purposes:.

(1) Preauditing, aprocessin which OBM examines the vouchers, contracts,
etc., involved to substantiate the transaction, ensures that the signatures on the
voucher are valid, and checks that its other requirements have been met;

(2) Making payment by means of electronic funds transfer or by drawing
of a paper warrant on the state treasury. A warrant is a negotiable instrument,
looking similar to and circulating much like a check, that promises payment upon
the availability of money in the state treasury.

The bill transfers responsibility for the preaudit function regarding
expenditures and other (accounting) transactions of a state agency from OBM to
the chief administrative officer of the agency (the Director or, in an agency
without a director, an equivalent officer), or to a person that the chief
administrative officer designates for the purpose (for example, the agency's chief
fiscal officer). The bill requires this person to examine all invoices, claims,
vouchers, and other documents related to the payment and determine whether they
meet all the requirements of OBM for making payment. |f they do, the person is
to certify hisor her approval to OBM for payment. In other words, the agency that
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purchased the goods or services is to handle the routine paperwork related to the
purchase and to assume responsibility for ensuring that the payment is proper and
that the supporting documents are in order.

At the same time, the bill leaves OBM with two of its existing functions
related to making payments and gives it two additional powers. Specificaly, the
bill leaves unchanged the requirement that OBM not "approve payment” if it finds
that there is not an unobligated balance in the appropriation for the payment, that
the payment is not for a valid claim against the state that is legally due, or that
insufficient documentation (which existing law refers to as "evidentiary matter")
has been submitted. It also leaves OBM with the function of drawing warrants
against the state treasury, a function that was transferred to it from the Auditor of
State effective December 1, 2006.

One of the additional powers that the bill gives OBM is, prior to drawing a
warrant on the state treasury, to "review and audit" the voucher and other
documentation related to a transaction to determine if the transaction is in
accordance with law. The other power it gives OBM is, after approving a
payment, to perform such reviews and compliance checks as OBM considers
necessary.

Use of a payment card by a state agency

(R.C. 126.21(B))

The bill requires the chief administrative officer (or designee) of a state
agency that uses a payment card (that is, a state credit card) for purchases to
ensure that the purchases are made in accordance with guidelines issued by OBM
and that the purchases do not exceed the unexpended, unencumbered, unobligated
balance in the appropriation to be charged for the purchase.

Control over the financial transactions of state agencies

(R.C. 126.08)

Existing law authorizes OBM to exercise control over the financial
transactions of state agencies except those in the judicial and legislative branches.
The bill specifies that this control is to include approving, disapproving, voiding,
or invalidating encumbrances or transactions. Existing law aready gives OBM
the power to approve or disapprove encumbrances. An encumbrance is a
reservation of part of an appropriation, in the estimated amount of a purchase
order, contract, etc., to ensure that money to pay for the goods or services that are
being ordered or contracted for will be available when the goods are received or
the services have been performed.
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Auditing and accounting services

(R.C. 126.22)

Existing law empowers the Director of Budget and Management to
(1) perform accounting services for and design and implement accounting systems
with state agencies and (2) provide other accounting services, including the
preparation and submission of reports. The bill specifies that these other
accounting services include the maintenance and "periodic auditing” of the
financial records of and submission of vouchers by state agencies and the
provision of assistance in the analysis of the financial position of state agencies.

Forgery Recovery Fund

(R.C. 126.24)

The bill creates in the state treasury the Forgery Recovery Fund. The fund
consists of all moneys collected by the Attorney General from the resolution of
cases of fraud or forgery involving warrants issued by the Director of the Office of
Budget and Management. The Director must use the fund to pay costs associated
with the reissue of state warrants to payees whose warrants were fraudulently
redeemed.

OAKS Support Organization Fund

(R.C. 126.24)

Onhio's enterprise resource planning system, called the Ohio Administrative
Knowledge System, or OAKS, is a project aimed at improving the effectiveness,
efficiency, and integration of central government business functions across all
state agencies. OAKS integrates capital improvements, financials, fixed assets,
human resources, and procurement.

The bill creates the OAKS Support Organization Fund in the state treasury
for the purpose of paying the operating expenses of the system. The fund consists
of cash transfers from OBM's Accounting and Budgeting Fund and DAS's Human
Resources Services Fund, and other revenues designated to support the operating
costs of OAKS. All investment earnings of the fund must be credited to it.

Transfer of the Office of Information Technology from the Department of
Administrative Services to the Office of Budget and M anagement

Current law establishes the Office of Information Technology within the
Department of Administrative Services. The Office is supervised by a Chief
Information Officer. The Officer is appointed by and subject to removal at the
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pleasure of the Governor. The Officer advises the Governor regarding the
superintendence and implementation of statewide information technology policy,
and leads, oversees, and directs state agency activities relating to information
technology development and use. (R.C. 125.18.)

The bill removes the Office of Information Technology from the
Department of Administrative Services and transfers it to the Office of Budget and
Management. Under the bill, the State Chief Information Officer is appointed by
the Director of Budget and Management, and is subject to removal at the director's
pleasure. The Officer reports to the director, and is an assistant director of the
Office of Budget and Management. The Officer supervises the Office of
Information Technology, subject to the authority of the Director of Budget and
Management. The Officer possesses al authority given to the Office of
Information Technology, subject to the approval of the Director of Budget and
Management. (R.C. 126.17(A).)

Authorities and responsibilities of the State Chief | nformation Officer within the
Office of Budget and M anagement

The State Chief Information Officer continues to be responsible for leading,
overseeing, and directing state agency activities relating to information technology
development and use. In this regard, the Officer specifically continues to be
responsible for:

(1) Coordinating and superintending statewide efforts to promote the
common use and development of technology by state agencies,

(2) Establishing policies and standards for the acquisition and use of
information technology by state agencies, including, but not limited to, hardware,
software, technology services, and security, with which state agencies are required
to comply;

(3) Establishing criteria and review processes to identify state agency
information technology projects that require alignment or oversight.

The Office of Information Technology continues to be required to establish
policies and standards to govern and direct state agency participation in statewide
technology programs and initiatives. As appropriate, the State Chief Information
Officer continues to be required to provide the Director of Budget and
Management with notice and advice regarding the appropriate allocation of
resources for state agency information technology projects that require alignment
or oversight. And the Officer continues to be authorized to prescribe the form and
manner by which state agencies must provide, and can require state agencies to

IB Legislative Service Commission -44- Am. Sub. H.B. 119



provide, information to fulfill the State Chief Information Officer's alignment and
oversight role. (R.C. 126.17(C).)

The State Chief Information Officer's authority over agency information
technology development and use is limited to entities that come within the scope
of the definition of "state agency.” "State agency" continues to be broadly defined
for this purpose as every organized body, office, or agency established by state
law for the exercise of any function of state government. Excluded from the
definition, however, are state-supported institutions of higher education; the
offices of the Auditor of State, Treasurer of State, Secretary of State, and Attorney
General; the five state employee retirement systems; the General Assembly and
any legislative agency; and the courts and any judicial agency. (R.C. 126.17(G).)

Information technoloqy purchasing authority granted to the State Chief
I nformation Officer

Under current law, the Department of Administrative Services possesses
general power to purchase supplies and services for use of state agencies, except
for the Adjutant General, the Capita Square Review and Advisory Board, the
Department of Rehabilitation and Correction, the General Assembly, the Bureau
of Workers Compensation, and institutions administered by boards of trustees
(R.C. 125.02). The hill, however, divides this purchasing authority between the
Department of Administrative Services and the Office of Information Technology:
the Office of Information Technology has general purchasing authority for
information technology services and supplies, and the Department of
Administrative Services has general purchasing authority over supplies and
services unrelated to information technology. (R.C. 125.01(H), 125.011, and
126.17(D).)** For purposes of this division of authority, "information technology"
means technologies and services that are used for information processing,
including, but not limited to, software, computing hardware, communications
technologies, and related services (R.C. 125.01(B)). The Department of
Administrative Services and the Office of Information Technology are to consult
with each other to promote consigency when they adopt rules to govern their
respective purchasing activities (R.C. 125.011).

The Office's general purchasing authority for information technology
services and supplies extends to "state agencies' (as defined above) (R.C.
126.17(G)) and is subject to the same limitations as is the Department's purchasing
authority (as also described above) (R.C. 125.01 and 125.02).

1 This division of purchasing authority is present under current law, but the bill makes it
more explicit.
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In addition to its purchasing authority, the Office of Information
Technology continues to be authorized to make contracts for, to operate, and to
superintend technology supplies and services for state agencies (R.C. 126.17(E)),
and continues to be authorized to establish cooperative agreements with local
government agencies, with federal agencies, and with state agencies that are rot
under the authority of the Governor for the provision of technology services and
the development of technology projects (R.C. 126.17(F)).

The bill creates the IT [Information Technology] Governance Fund in the
state treasury. The fund is to be a source of money that will enable the Office of
Information Technology to carry out its responsibilities. It consists of revenues
generated from payroll charges, billed services, administrative assessments, and
other revenues that have been designated to support the Office in the discharge of
itsresponsibilities. (R.C. 126.17(H).)

Accountability of the State Chief | nformation Officer

The bill requires the Officer annually to submit a report to the Governor
addressing the statewide superintendence of information technology and the
implementation of statewide information technology policy (R.C. 126.17(B)).
Beginning July 1, 2008, the Office of Information Technology is required,
annually on or before December 31, to report to the finance committees in the
House of Representatives and Senate indicating the effectiveness during the prior
fiscal year of electronic procurement of information technology supplies and
services (R.C. 125.073(B)).

Universal business reply form and maintenance of the Ohio Business Gateway

Current law requires the Department of Administrative Services to create a
business reply form that private businesses use to provide required information to
state agencies (R.C. 125.30). The bhill requires instead that the Office of
Information Technology create the business reply form. The business reply form
IS to be capable of containing information that a private business is required to
provide to state agencies on a regular basis. The Office of Information
Technology is to adopt rules under the Administrative Procedure Act specifying
the information the form is to contain. In doing this, the Office is authorized to
consider the recommendations of interested parties from the small business
community who have direct knowledge of and familiarity with current state
reporting requirements that apply to, and the associated forms that are filed by,
small businesses.

State agencies are required to use the business reply form to obtain
information from private businesses. The Office, in turn, is required to establish
procedures by which state agencies can share information that is collected through
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the business reply form. The procedures are to provide that information that has
been designated confidential by a state agency is not to be made available to other
state agencies having access to the business reply form. (R.C. 126.18(A) and (B).)
The bill authorizes the Office of Information Technology to report to the Director
of Budget and Management and to the finance and government committees of the
House of Representatives and Senate regarding state agency compliance with the
use of business reply forms, and to recommend a 5% reduction in the future
appropriations of agencies that do not use the business reply form without good
cause (R.C. 126.18(C)).

The bill also requires the Office of Information Technology to maintain the
Ohio Business Gateway. The Ohio Business Gateway is an on-line network
system that allows private businesses to electronically file reports (such as
business tax returns and wage and hour reports) with state agencies. (R.C.
718.051.)

Maintenance of the Multi-Agency Radio Communications System

The Office of Information Technology also is responsible for maintaining
the Multi-Agency Radio Communications System (MARCS). The purpose of
MARCS is to provide statewide voice and data communications through a
computer and communications network. Its primary use is to supply a
communications backbone for statewide public safety uses in a single system that
is shared by several state agencies. MARCS is to provide mobile voice, data,
vehicle location services, and computer-aided dispatching. And the Office of
Information Technology is to promote MARCS as a statewide interoperable
communications system for public safety agencies at all levels of government.
Subject to the approval of the MARCS Steering Committee (see below), the
Office may make MARCS available to agencies for secondary uses not related to
public safety. (R.C. 126.19(A).) The Committee is authorized to permit these
secondary usesonly if they do not interfere with the system's primary public safety
use (R.C. 126.19(B)). (R.C. 126.19 (A) and (B).)

The bill aso establishes in permanent law the MARCS Steering
Committee. The Committee is to be chaired by the State Chief Information
Officer (or the Officer's designee), and consists of the following members: the
Directors of Public Safety, Health, Natural Resources, Transportation,
Rehabilitation and Correction, and Y outh Services and a designee not from a state
agency who is appointed by the Officer. The Committee is to provide assistance
to the Office of Information Technology in effectively and efficiently
implementing MARCS, and in developing policies for ongoing management of the
system. Upon dates prescribed by the State Chief Information Officer, the
Committee is to report to the Officer on the progress of MARCS implementation
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and the development of policies related to the system. (R.C. 126.19(B) and
Sections 201.10 and 201.11.)

Miscellaneous successions

The Office of Information Technology succeeds to the responsibilities of
the Department of Administrative Services under the Ohio Uniform Electronic
Transactions Act (R.C. 1306.20 and 1306.21). The Office of Information
Technology also succeeds to the Department's responsibility for administering and
enforcing the Personal Information Systems Act insofar as it applies to state
agencies (R.C. 1347.06).

The bill removes the Director of Budget and Management from the Ohio
Business Gateway Steering Committee. The State Chief Information Officer,
however, continues to be amember of the committee. (R.C. 5703.57.)

The bill amends two uncodified sections of law from Am. Sub. H.B. 699 of
the 126th General Assembly to provide that (1) the Office of Information
Technology may acquire the Ohio Administrative Knowledge System (OAKYS)
and (2) the Office has authority over specific uses of funding for MARCS that is
not specific to any one agency. (Sections605.11, 605.12, 605.17, and 605.18.)

Transition rulesfor transfer of Office of | nformation Technoloqy

The bill prescribes transition rules to implement its transfer of the Office of
Information Technology and the State Chief Information Officer from the
Department of Administrative Services to the Office of Budget and Management.
During the transition, the State Chief Information Officer is to continue to perform
the duties, powers, and obligations of the Officer's office and of the Office of
Information Technology that are provided for by law. In doing so, beginning
July 1, 2007, the Stae Chief Information Officer is required to report to the
Director of Budget and Management, instead of to the Director of Administrative
Services. However, operations of the Office of Information Technology remain
with the Department of Administrative Services through June 30, 2008, to allow
time for the administrative reorganization occasioned by the transfer.

To this end during the transitional year, the Director of Budget and
Management is to take various actions with respect to budget changes that are
made necessary by the transfer, including administrative reorganization, program
transfers, consolidation of funds, creation of new funds, the creation of new
appropriation items, transfers of cash balances from old to new funds, and
canceling encumbrances against old funds and re-establishing them against new
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funds.*?> The Director also is authorized to transfer unencumbered or unallocated
fiscal year 2008 appropriation balances to the appropriate appropriation items, to
be used for the same purposes.

Nevertheless, beginning on July 1, 2007, the transfer has two
consequences:

(1) Whenever the Department of Administrative Services, the Office of
Information Technology, or the State Chief Information Officer is referred to in
any law, contract, or other document in relation to statewide information
technology, the reference is to be understood as referring to the Office of
Information Technology in the Office of Budget and Management.

(2) An action or proceeding pending in a court or an administrative
proceeding pending before an administrative agency that relates to the Office of
Information Technology in the Department of Administrative Services is not
affected by the transfer and is to be prosecuted or defended in the name of the
Director of Budget and Management or the Office of Budget and Management.
(In al these actions and proceedings, the Director or Office, upon application to
the court or agency, isto be substituted as a party.)

All funding, assets, and records of the Office of Information Technology
are to be transferred from the Department of Administrative Services to the Office
of Budget and Management on July 1, 2008. All rules, orders, policies, directives,
and determinations of the State Chief Information Officer and the Office of
Information Technology thereupon continue in effect as rules, orders, policies,
directives, and determinations of the Officer and Office in the Office of Budget
and Management, until they are modified or rescinded by the Officer, Office, or
the Director of Budget and Management.*

12 At the request of the Director of Budget and Management, the State Chief Information
Officer isto certify to the Director an estimate of the cash balance that is to be transferred
from an old to a new fund. The Director then may transfer the estimated amount as
needed to make payments. Not more than 30 days after certifying the estimated amount,
the Officer is to certify to the Director the final amount of the cash balance to be
transferred. The Director thereupon is to transfer the difference between the amounts
previoudy transferred and the final amount. As needed, encumbrances against the old
fund are to be cancelled and re-established against the new fund, for the same purpose
and to the same vendor as under the predecessor old fund. Corresponding adjustments in
appropriation accounts are to be made.

131f necessary to ensure the integrity of the Administrative Code rule numbering system,
and upon the request of the State Chief Information Officer or the Director of Budget and
Management, the Director of the Legidative Service Commission is to renumber the
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Employees of the Office of Information Technology are to be transferred to
the Office of Budget and Management. The State Chief Information Officer and
the Directors of Administrative Services and of Budget and Management are to
identify employees of the Department of Administrative Services who provide
administrative support to the Office of Information Technology; these employees
also are to be transferred to the Office of Budget and Management. Both these
transfers are to occur on the first day of the first pay period for fiscal year 2009,
subject, however, to the lay-off procedures of the Civil Service Act. (Section
301.01.)

DEPARTMENT OF COMMERCE (COM)

Extends from December 15, 2008, to December 15, 2011, the
moratorium on the issuance of a fireworks manufacturer license to a
person for a particular fireworks plant or a fireworks wholesaler license
to a person for a particular wholesale location unless the person
possessed such a license for that plant or location immediately prior to
June 29, 2001.

Extends from December 15, 2008, to December 15, 2011, the
moratorium on the geographic transfer of a fireworks manufacturer or
wholesaler license to any location other than the location for which the
license was issued immediately prior to June 29, 2001.

Removes one of the requirements for the transfer of a fireworks
wholesaler license: that the licensee requests the transfer because an
existing facility poses an immediate hazard to the public.

Exempts a licensed fireworks manufacturer, wholesaler, or exhibitor who
conducts sales only on the basis of defused representative samples in
closed and covered displays within a fireworks showroom from the
requirement of having an interlinked fire detection, fire suppression,
smoke exhaust, and smoke evacuation system.

Clarifies that a fireworks storage area must be separated from a public
fireworks sale area by an appropriately rated fire barrier wall.

rules of the Office of Information Technology to reflect its transfer to the Office of
Budget and Management.
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Removes the current law prohibition against the Ohio Rea Estate
Commission adopting standards for continuing education courses of
study for rea estate brokers and salespersons that require successful
passage of an examination as a condition for the successful completion of
acourse of study.

Creates the S liquor permit and authorizes the permit to be issued to
certain manufacturers and certain brand owners and importers of wine
located inside and outside of Ohio and establishes a $25 permit fee.

Allows an S permit holder to ship wine directly to personal consumersin
accordance with specified procedures and requirements.

Prohibits a family household from purchasing more than 24 cases of
nine-liter bottles of wine annually.

Creates the B-2a liquor permit and authorizes the permit to be issued to
certain manufacturers and certain brand owners and importers of wine
located inside and outside of Ohio and establishes a $25 permit fee.

Authorizes a B-2a permit holder to sell wineto retail permit holdersif the
B-2a permit holder produces less than 150,000 gallons of wine per year.

Eliminates existing authority for A-2 liquor permit holders (wine
manufacturers) to sell wine and wine products for home use and to retail
permit holders, but authorizes those permit holders to sell wine and wine
products in sealed containers for consumption off the premises where
manufactured.

L owers the permit fee for an A-2 liquor permit from $126 to $76.

Clarifies that the Liquor Control and Liquor Permits Laws do not prevent
the manufacture, sale, and transport of ethanol or ethyl acohol for use as
fud.
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Fireworks L aw changes

(R.C. 3743.17, 3743.19, 3743.25, and 3743.75)

Moratorium on the issuance and qgeographic transfer of fireworks
licenses

Current law imposes a moratorium, ending on December 15, 2008, on the
issuance of a license as a fireworks manufacturer to a person for aparticular
fireworks plant or a license as a fireworks wholesaler to a person for a particular
location unless the person possessed such a license for that plant or location
immediately prior to June 29, 2001. EXxisting law also imposes a moratorium,
ending on December 15, 2008, on the geographic transfer of a fireworks
manufacturer or wholesaler license to any location other than the location for
which the license was issued immediately prior to June 29, 2001. The bill extends
both of these moratoria from December 15, 2008, until December 15, 2011. (R.C.
3743.75(A).)

The bill also specifies that a license that a person possessed immediately
prior to June 29, 2001, includes a wholesale fireworks license that was issued in
place of a fireworks manufacturer license that existed prior to that date and was
requested to be canceled by the license holder pursuant to a provision of current
law that alows a manufacturer license to be canceled and replaced with a
wholesaler license (R.C. 3743.75(D)(3)).

Conditions for the geographic transfer of a fireworkslicense

Under current law, as an exception to the moratorium on the geographic
transfer of licenses described above, a wholesaler license may be transferred from
one geographic location to another within the same municipal corporation or
within the unincorporated area of the same township, but only if the transfer meets
a number of specified conditions. One of these conditions is that the licensee
requests transfer of the license because the existing facility poses an immediate
hazard to the public. The bill removes this particular condition. (R.C.
3743.17(F)(1)(d).)

Standardsfor display of fireworksin a fireworks showroom

Current law requires that a licensed fireworks manufacturer, wholesaler, or
exhibitor must bring fireworks showroom structures, to which the public may have
any access and in which employees are required to work, into compliance with
various safety requirements. One of these requirements is that a fireworks
showroom that is constructed, or upon which expansion is undertaken, on or after
June 30, 1997, must be equipped with interlinked fire detection, fire suppression,

IB Legislative Service Commission -52- Am. Sub. H.B. 119



smoke exhaust, and smoke evacuation systems approved by the Superintendent of
the Division of Industrial Compliance within the Department of Commerce. The
bill provides that this requirement does not apply if alicensee conducts sales only
on the basis of defused representative samples in closed and covered displays
within afireworks showroom. (R.C. 3743.25(A)(1).)

Current law also requires that a fireworks showroom structure that existed
on June 30, 1997, had to be retrofitted on or before July 1, 1998, with interlinked
fire detection, fire suppression, smoke exhaust, and smoke evacuation systems
approved by the Superintendent of the Division of Industrial Compliance. If,
however, meeting these retrofitting requirements would constitute an extreme
financial hardship that would force a licensee to terminate business operations, the
licensee must conduct sales only on the basis of defused representative samplesin
closed and covered displays within a fireworks showroom. The bill also provides
that if alicensee voluntarily elects to decline to meet the retrofitting requirements,
the licensee must conduct sales only on the basis of defused representative
samples in closed and covered displays within a fireworks showroom. (R.C.
3743.25(A)(4)(b).)

Firebarrier wall

Current law requires that storage areas for fireworks that are in the same
building where fireworks are displayed and sold to the public must be separated
from the areas to which the public has access by an appropriately rated fire wall.
The bill changes this reference to an appropriately rated fire barrier wall. (R.C.
3743.19(J).)

Continuing education for realtors

(R.C. 4735.10 and 4735.141)

Current law prohibits the Ohio Real Estate Commission from adopting
standards for continuing education courses of study for real estate brokers and
salespersons that require successful passage of an examination as a condition for
the successful completion of a course of study. The bill removes this prohibition.
The bill also removes the authorization for a continuing education course provider,
nevertheless, to administer examinations to students in order to test the
effectiveness of a course of study.
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Creation of the B-2a and S permits and regulation of wine sales

(R.C. 4301.24, 4303.03, 4303.071, 4303.232, and 4303.233)

Creation of the B-2a permit

The bill creates the B-2a permit, which may be issued to a person that
manufactures wine, is the brand owner or United States importer of wine, or is the
designated agent of a brand owner or importer for all wine sold in Ohio for that
owner or importer. If the person resides outside Ohio, the person must comply
with the requirements governing the issuance of licenses or permits that authorize
the sale of intoxicating liquor by the appropriate authority of the state in which the
person resides or by the Tax and Trade Bureau in the United States Department of
the Treasury. A B-2a permit, however, must only be issued to a manufacturer of
wine that is entitled to a tax credit under federal regulation 27 C.F.R. 24.278 and
that produces less than 150,000 gallons of wine per year. (R.C. 4303.071(A)(1)
and (2).) Thefeefor the B-2a permit is $25 (R.C. 4303.071(A)(3).)

A B-2a permit holder may sell wine to a retail permit holder, but a B-2a
permit holder that is a wine manufacturer may sell to a retail permit holder only
wine that the B-2a permit holder has manufactured (R.C. 4303.071(A)(4)).

A B-2a permit holder must renew the permit in accordance with the
provisions of continuing law that govern the renewal of liquor permits, but the
renewal is not subject to the requirements of continuing law that notice be given to
municipal corporations, counties, and townships regarding the renewa and
provisions allowing these political subdivisions to request a hearing by the
Division of Liquor Control on the renewal of the permit (R.C. 4303.071(A)(5)).

A B-2a permit holder must collect and pay all applicable taxes relating to
the delivery of wine to aretailer including, but not limited to, state and local taxes
levied on wine sales and state retail sales and use taxes (R.C. 4303.071(B)). A B-
2a permit holder must comply with the Liquor Control Law and any rules adopted
by the Liquor Control Commission (R.C. 4303.071(C)).

The bill specifies that a provision of continuing law that generally prohibits
an alcoholic beverage manufacturer from having a financial interest in a wholesale
distributor does not prohibit a wine manufacturer from securing or holding a B-2a
permit or permits and operating as awholesale distributor (R.C. 4301.24).

Creation of the S permit

The bill also creates the S permit, which may be issued to a person that
manufactures wine, is the brand owner or United States importer of wine, or is the
designated agent of a brand owner or importer for all wine sold in Ohio for that
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owner or importer. If the person resides outside Ohio, the person must comply
with the requirements governing the issuance of licenses or permits that authorize
the sale of intoxicating liquor by the appropriate authority of the state in which the
person resides or by the Tax and Trade Bureau in the United States Department of
the Treasury. An S permit, however, must only be issued to a manufacturer of
wine that is entitled to a tax credit under federal regulation 27 C.F.R. 24.278 and
that produces less than 150,000 gallons of wine per year. (R.C. 4303.232(A)(1)
and (2).) Thefeefor the S permit is $25 (R.C. 4303.232(A)(3).)

An S permit holder may sell wine to a personal consumer by receiving and
filling orders that the personal consumer submits to the permit holder, but an S
permit holder may sell to a personal consumer only wine that the S permit holder
has manufactured (R.C. 4303.232(A)(4)). The bill defines "personal consumer” to
mean an individual who (1) is at least 21 years of age, (2) is an Ohio resident, (3)
does not hold a permit issued under the Liquor Control Law, and (4) intends to use
wine purchased for personal consumption only and not for resale or other
commercial purposes (R.C. 4303.232(D)).

An S permit holder must renew the permit in accordance with the
provisions of continuing law that govern the renewal of liquor permits, but the
renewal is not subject to the requirement of continuing law that notice be given to
municipal corporations, counties, and townships regarding the renewa and
provisions alowing these political subdivisions to request a hearing by the
Division of Liquor Control on the renewal of the permit (R.C. 4303.232(A)(5)).

The Division of Liquor Control may refuse to renew an S permit for any of
the reasons for which it may refuse to renew aretail permit under current law or if
an S permit holder fails to (1) collect and pay all applicable taxes, (2) pay the
permit fee, or (3) comply with the bill's provisions or any rules adopted by the
Liquor Control Commission (R.C. 4303.232(A)(6)).

An S permit holder must collect and pay all applicable taxes relating to the
delivery of wine to a persona consumer including, but not limited to, state and
local taxes levied on wine sales and state retall sales and use taxes (R.C.
4303.232(B)).

An S permit holder must send a wine shipment that has been paid for by a
personal consumer to the personal consumer via the holder of an H permit (motor
vehicle carrier). Before sending a wine shipment to a personal consumer, an S
permit holder, or an employee of the S permit holder, must make a bonafide effort
to ensure that the personal consumer is at least 21 years of age. The wine
shipment must be shipped in a package that clearly has written on it in bold print
the words "alcohol enclosed.” No person must fail to comply with the
requirements discussed in this paragraph. (R.C. 4303.232(C)(1).)
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Upon delivering a wine shipment to a personal consumer, the H permit
holder, or an employee of an H permit holder, must verify that the persona
consumer is at least 21 years of age by checking the personal consumer's driver's
or commercial driver'slicense or state identification card (R.C. 4303.232(C)(2)).

An S liquor permit holder must keep a record of each wine shipment that
the permit holder sends to a personal consumer. The records must be used for all
of the following:

To provide a copy of each wine shipment invoice to the Tax
Commissioner in a manner prescribed by the Tax Commissioner. The
invoice must include the name of each personal consumer that
purchased wine from the S liquor permit holder in accordance with the
bill and any other information required by the Tax Commissioner.

To provide annually in electronic format by electronic means a report to
the Division of Liquor Control. The report must include the name and
address of each personal consumer that purchased wine from the S
permit holder in accordance with the hill, the quantity of wine
purchased by each persona consumer, and any other information the
Division requests. The Division must prescribe and provide an
electronic form for the report and must determine the specific electronic
means that the S permit holder must use to submit the report.

To notify a personal consumer of any health or welfare recalls of the
wine that the personal consumer has purchased. (R.C. 4303.232(C)(3).)

Limit on purchase of wine by family household

The bill prohibits any family household from purchasing more than 24
cases of nine-liter bottles of wine in one year (R.C. 4303.233).

Modification of the A-2 liquor permit

Under existing law, an A2 liquor permit may be issued to a manufacturer
(1) to manufacture wine from grapes or other fruits, (2) to import and purchase
wine in bond for blending purposes, the total amount of wine so imported during
the year covered by the permit not to exceed 40% of all the wine manufactured
and imported, (3) to manufacture, purchase, and import brandy for fortifying
purposes, and (4) to sell those products either in glass or container for
consumption on the premises where manufactured, for home use, and to retail and
wholesale permit holders under the rules adopted by the Division of Liquor
Control. The bill eliminates the authority for A2 liquor permit holders to sell
wine and wine products for home use and to retail permit holders. The hill,
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however, authorizes A2 liquor permit holders to sell wine and wine products in
sealed containers for consumption off the premises where manufactured.

Under current law, the fee for an A-2 liquor permit is $126. The bill lowers
thefeeto $76. (R.C. 4303.03.)

Manufacture, sale, and transport of ethanol or ethyl alcohol for use as fuel

(R.C. 4301.20)

Current law specifies that the Liquor Control and Liquor Permits Laws do
not prevent certain actions or activities. The bill adds that those Laws do not
prevent the manufacture, sale, and transport of ethanol or ethyl alcohol for use as
fuel. For purposes of that provision, "ethanol” means fermentation ethyl alcohol
derived from agricultural products, including potatoes, cereal, grains, cheese
whey, and sugar beets; forest products; or other renewable resources, including
residue and waste generated from the production, processing, and marketing of
agricultural products, forest products, and other renewable resources that meet all
of the specifications in the American Society for Testing and Materials
Specification D 4806-88 and is denatured as specified in federal regulations.

OFFICE OF CONSUMERS COUNSEL (OCC)

Repeals the provision that (1) prohibits the Consumers Counsel from
operating a telephone call center for consumer complaints and (2)
requires the Counsel to forward telephoned complaints against utilities to
the Public Utilities Commission.

Consumers Counsel call center

(R.C. 4911.021)

Current law expressly requires the Public Utilities Commission (PUCO) to
operate a telephone call center for consumer complaints against any public utility
by any person, firm, or corporation (R.C. 4905.261, not in the bill). Current law
also prohibits the Consumers Counsel from operating a telephone call center for
consumer complaints and requires the Consumers Counsel to forward any calls
received concerning consumer complaints to the PUCO's call center. The hill
repeals the provision that prohibits the Consumers Counsel from operating a call
center and requires the forwarding of telephoned complaints to the PUCO.
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DEPARTMENT OF DEVELOPMENT (DEV)

Creates the International Trade Cooperative Projects Fund in the state
treasury.

Creates the Travel and Tourism Cooperative Projects Fund consisting of
al grants, gifts, and contributions made to the Director of Development
for marketing and promotion of travel and tourism within Ohio.

Creates the Energy Projects Fund consisting of nonfederal revenue
remitted to the Director for the purpose of energy projects, and requires
the Department of Development to use the money in the Fund for energy
projects and to pay the costs incurred in administering the projects.

Consolidates separate tax incentive administrative fee funds into a single
Tax Incentive Programs Operating Fund consisting of existing fees
charged under the job credation, job retention, community reinvestment
area, and enterprise zone programs.

Amends the definition of "full-time employee" for purposes of the Tax
Credit Authority's job creation grant program to include persons who are
employed full time, but are on family or medical leave under the federal
Family and Medica Leave Act of 1993.

Authorizes the Ohio Capital Access Loan Program to continue to make
loans after the June 30, 2007, deadline currently in law.

Specifies that if a district public works integrating committee receives
only one application in any given year regarding a grant or loan from the
Clean Ohio Fund for a brownfield cleanup project, the chair of the
integrating committee or the chair of the executive committee of the
integrating committee, as applicable, may forward that application to the
Clean Ohio Council as the district's top priority project for that year
without a vote of the full integrating committee or executive committee,
as applicable.

Specifies that emergency shelter care programs for unaccompanied youth
ages 17 and under are eligible to receive housing trust fund grants, loan
guarantees, and loan subsidies.
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Requires the Director of Development to convene a task force to study
local, regional, and state economic development incentives, to submit a
report to the Speaker of the House of Representatives and the President
of the Senate on the findings of the task force, and to make
recommendations for improvements to the incentives.

I nternational Trade Cooper ative Projects Fund

(R.C. 122.051)

Under current law, the Director of Development is authorized to carry out
certain functions for the purpose of encouraging, promoting, and assisting trade
and commerce between Ohio and foreign nations. The bill creates the
International Trade Cooperative Projects Fund in the state treasury which will
receive money from private and nonprofit organizations involved in cooperative
agreements related to foreign investment and cash transfers from other state
agencies or any state or local government.

Travel and Tourism Cooper atives Projects Fund

(R.C. 122.071)

The bill creates the Travel and Tourism Cooperative Projects Fund in the
state treasury consisting of all grants, gifts, and contributions made to the Director
of Development for marketing and promotion of travel and tourism within Ohio
pursuant to existing law.

Enerqgy Projects Fund

(R.C. 122.076)

The bill creates the Energy Projects Fund in the state treasury consisting of
nonfederal revenue that is remitted to the Director of Development for the purpose
of energy projects and requires the Department of Development to use the money
in the Fund for energy projects and to pay the costs incurred in administering the
projects.

Tax | ncentive Programs Operating Fund

(R.C.122.17,122.171, 122.174, 3735.672, and 5709.68; Section 263.20.50)

Under current law, rules established by the Director of Development may
provide for recipients of tax credits under the job creation, job retention,
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community reinvestment area, and enterprise zone programs to pay a fee to cover
the costs of administering each program. Currently, these fees are credited to
separate funds.

Under the bill, these fees will be credited to a new and single fund: the Tax
Incentive Programs Operating Fund. The fees must continue to be used to pay for
the costs of administering the progr ams.

The Director of Budget and Management is directed to transfer the cash
balance in the Job Creation Tax Credit Operating Fund to the Tax Incentive
Programs Operating Fund, cancel appropriations against the former fund, and re-
establish them against the new fund. The amounts of the re-established
encumbrances are appropriated. The State Community Reinvestment Area
Program Administration Fund and the State Enterprise Zone Program
Administration Fund are eliminated.

Job creation grant program--definition of " full-time employee"

(R.C. 122.17)

Current law establishes a job creation grant program administered by the
Tax Credit Authority. The grant program takes the form of refundable credits
against specified taxes. For purposes of the program, "full-time employee" is
defined to mean an individual who is employed for consideration for at least an
average of 35 hours a week, or who renders any other standard of service
generally accepted by custom or specified by contract as full-time employment, or
who is employed for consideration for such time or renders such service, but is on
active duty reserve or Ohio National Guard service. The bill amends the definition
to include persons who are employed full time, but are on family or medical leave
under the federal Family and Medical Leave Act of 1993.

Ohio Capital Access Loan Program

(R.C. 122.602)

Under existing law, the Director of Development administers the Capital
Access Loan Program to assist participating financial institutions in making
program loans to digible businesses for working capital or fixed asset financing
purposes. Current law, however, prohibits the Director from approving any capital
access loan made after June 30, 2007, or entering into a participation agreement
with any financial institution after that date. The bill removes this prohibition,
thereby allowing the program to continue to make loans.
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Clean Ohio Fund--integrating committee procedures

(R.C. 122.652)

Current law establishes requirements and procedures regarding applications
for grants and loans from the Clean Ohio Fund. Money in that Fund is used to
provide financial assistance for the cleanup of brownfields throughout the state. In
order to apply for financial assistance from the Fund, an applicant for a loan or
grant must submit an application to the applicable local public works integrating
committee. Public works integrating committees are public bodies established in
current law that represent specified geographic regions within Ohio for the
purpose of determining project funding under certain state infrastructure funding
programs. An integrating committee that receives applications for funding from
the Clean Ohio Fund is required to choose not more than six applications annually
that it determines merit funding and must forward those applications and all
accompanying information to the Clean Ohio Council. The Clean Ohio Council is
a state body that makes the final decisions regarding which projects receive
funding from the Clean Ohio Fund. Current law requires the integrating
committee or the executive committee of the integrating committee to make
decisions regarding which applications from the region represented by the
integrating committee to forward to the Clean Ohio Council.

The bill provides that if an integrating committee receives only one
application in any given year, the chair of the integrating committee or, if required
under current law, the chair of the executive committee of the integrating
committee may forward that application to the Clean Ohio Council as the district's
top priority project for that year without a vote of the full integrating committee or
executive committee, as applicable.

Ohio Housing Trust Fund

(R.C. 174.03)

Under existing law the Department of Development and the Ohio Housing
Finance Agency provide grants, loan guarantees, and loan subsidies using Ohio
Housing Trust Fund monies for activities relating to housing for low and
moderate-income families and individuals including acquiring, financing,
constructing, leasing, rehabilitating, remodeling, improving, and equipping
publicly or privately owned housing.

The bill specifies that those activities may include emergency shelter care
programs for unaccompanied youth ages 17 and under.
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Study of economic development incentives

(Section 701.10)

The bill requires the Director of Development, not later than 30 days after
the provision's effective date, to convene a task force composed of experts from
the economic development community, local governments, and consultants
involved in the site selection and negotiation process to study the economic
development incentives that are available to local governments, regional groups,
and the state. In addition, the bill requires the Director, not later than January 1,
2008, to submit a written report to the Speaker of the House of Representatives
and the President of the Senate on the findings of the task force and to make
recommendations for changes to Ohio's local, regional, and state economic
development incentives so that those incentives are more effective in
strengthening Ohio's economy and are less complex, faster to implement, and
more transparent to Ohio's taxpayers.

DEPARTMENT OF EDUCATION (EDU)
I. School Funding

Base-cost funding

Prescribes the per pupil base-cost formula amount as $5,565 for FY 2008
and $5,732 for FY 2009.

Eliminates the cost-of-doing-business factor from the base-cost formula.

Increases by 3% each year the hourly rate used to calculate the base
funding supplement for academic intervention.

Retains in both years the 75% phase-in percentage for the base funding
supplement for professional development.

Eliminates the base-cost funding guarantee, which specifies that a
district's state base-cost payment will not be lower than the lesser of its
FY 2005 state aggregate base-cost payment or its FY 2005 per pupil
base-cost payment.

Specifies that a district's state base-cost payment includes not only the
base-cost calculation after the 23-mill local share ("charge-off") is
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deducted, but also the district's state poverty-based assistance and parity
ad.

State share percentage

Adds state poverty-based assistance and parity aid payments to the
calculation of each school digtrict's "state share percentage,” which is
used to calculate some of the district's categorical funding amounts, such
as special education and vocationa education funding.

Formula ADM

Eliminates the second formula ADM report by school districts (which
under current law is for the first full week in February).

Formally specifies that a district's formula ADM is the final number
verified by the Superintendent of Public Instruction, based on the number
reported by the district, and formally authorizes the Superintendent to
adjust adistrict's formula ADM to correct errors.

Applies to the October formula ADM count the authority of the
Superintendent of Public Instruction to grant a waiver under which a
school district may use an alternate week for reporting its formula ADM,
if schools were closed due to hazardous weather or other public
calamities.

Parity aid

Changes the calculation of state parity aid to equalize 8 mills in the 410
lowest-wealth districts in FY 2008 and 8.5 mills in the 367 lowest-wealth
digtrictsin FY 2009.

Poverty-based assistance

Eliminates the guarantee that every school district will receive at least the
same amount of poverty-based assistance that it received in FY 2005.

Adds a new poverty-based assistance subsidy for FY 2008 and FY 2009
for assistance in closing the achievement gap in districts that have an
"academic distress percentage’ equaling or exceeding the statewide
academic distress percentage.
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Retains the 70% phase-in percentage in both fiscal years for the subsidy
for services to limited-English proficient students.

Requires each didtrict that receives more than $10,000 in poverty-based
assistance to annually report to the Department of Education how it
deployed the funds.

Requires the Department of Education to make recommendations to a
school district for deploying poverty-based assistance funds in a more
effective manner, if the district does not meet adequate progress
standards as defined by the Department.

Revises the spending requirements for poverty-based assistance.

Special education funding

Continues, in both years, to apply the 90% phase-in to the six prescribed
specia education weights, which has been applied since FY 2005.

Increases the catastrophic threshold amount for specia education and
related services to $27,375 (from $26,500) for categories two through
five and to $32,850 (from $31,800) for category six.

Transportation funding

Specifies a 1% across-the-board increase in each school district's
payment for regular student transportation in FY 2007 and FY 2008.

Transitional aid

Provides additiona state transitional aid in FY 2008 and FY 2009 to
prevent any school district's state funding for the current fiscal year from
being less than it was in the previous fiscal year.

Other school funding provisions

Removes from the revenue considered to be received by a school district,
for purposes of calculating the state charge-off supplement ("gap aid"),
the amount the district receives from the Tangible Persona Property Tax
Replacement Fund or the General Revenue Fund for current expense
taxes lost because of the phase-out of the tangible personal property tax.
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Eliminates the reappraisal guarantee that currently pays an additional
subsidy to prevent a qualifying school district from losing state funds in
the first year after the county auditor has reappraised or updated the
valuation of taxable property.

Replaces "unit" funding with grant awards for vocational education
programs operated by state institutions.

Allows a joint vocational school district that exceeds the permitted
number of "calamity days' in the 2006-2007 school year to receive state
funding in FY 2008, if the total number of excess calamity days is the
number of days the district's career center was closed for fire damage in
May 2007.

Revises the base for recalculating a school district's payments if
necessary due to tax refunds paid to certain taxpayers, reductions to
valuation or assessment complaints, or the creation of new tax
exemptions.

Specifies that payment to a school district based on a state ad
recal culation be made on a date between June 1 of the current fiscal year
and July 31 of the following fiscal year, as determined by the Director of
Budget and Management (instead of on or before July 31 of the following
fisca year as under current law).

Includes the Office of Budget and Management as a recipient of school
digtrict tax information that the Tax Commissioner and the Department of
Development already provide to the Department of Education under
current law.

Requires the Department of Education, in collaboration with the Board of
Regents and the Chancellor, and in accordance with criteria prescribed by
the Partnership for Continued Learning, to award in FY 2008 and FY
2009 (1) start-up grants for new STEM schools serving students above
grade 6 and (2) grants to support STEM programs of excellence serving
students in any of gradesK to 8.

Requires the Department of Education to submit an annual report to the
General Assembly of each school district's aggregate employee salary
and benefits expenditures.
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Establishes the Biodiesel School Bus Program under which the
Department of Development awards grants to offset the incremental costs
incurred by school districts using biodiesdl instead of petroleum diesel
for pupil transportation.

1. Community Schools

Moratorium

Permits the establishment of a start-up community school after June 30,
2007, only if the school's governing authority contracts with an operator
that manages other schools in the United States that perform at a level
higher than academic watch.

Limits an operator to managing one start-up community school
established after June 30, 2007, for each school it manages nationwide
that performs at a level higher than academic watch.

Permits the governing authority of a start-up community school that is
not managed by an operator to open another community school in the
2007-2008 school year if (1) the governing authority filed a copy of its
contract with the new school's sponsor with the Superintendent of Public
Instruction prior to March 15, 2006, and (2) the current school has been
open for at least four years, is rated excellent or effective, and made
adequate yearly progress for the previous school year.

Permits the governing authority of a start-up community school that is
not managed by an operator to contract with the same sponsor to open a
K to 6 community school in the same school district in the 2008-2009
school year, if (1) the governing authority files a copy of the sponsor
contract with the Superintendent of Public Instruction by March 15,
2008, and (2) the current school has been open at least five years, made
adequate yearly progress for the last four school years, and was rated
excellent or effective and named a School of Promise for three of those
school years.

Prohibits a community school that opened for operation after May 1,
2005, from operating from aresidential facility that receives and cares for
children until July 1, 20009.
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ONSOrsS

Limits an educational service center (ESC) to sponsoring community
schools that are located in a county within the ESC's territory or in a
contiguous county, but allows an ESC that sponsors schools outside of
that geographic area on the provision's effective date to continue to
sponsor those schools.

Requires that for an entity that sponsors or operates out-of-state schools
to be approved to sponsor community schools in Ohio, at least one of
those out-of-state schools must perform as well as Ohio schools in
continuous improvement (rather than academic watch, as under current
law).

Requires the sponsor of each community school to provide annual
assurances to the Department of Education regarding the school's
compliance with certain laws and the preparedness of the school's staff
and facilities for the upcoming school year.

Unauditable community schools

Requires the Auditor of State to provide notification of a finding that a
community school is unauditable to the school, its sponsor, and the
Department of Education, and to post the notification on the Auditor of
State's web site.

Prohibits the sponsor of an unauditable community school from entering
into contracts with additional community schools until the Auditor of
State completes a financial audit of the schoal.

Requires the sponsor of an unauditable community school to provide the
Auditor of State with a description of (1) the process the sponsor will use
to understand the circumstances that led to the school becoming
unauditable, (2) a plan for providing the Auditor of State with the
necessary documentation to complete financia audits, and (3) the actions
the sponsor will take to implement the plan in (2).

Specifies that if acommunity school fails to make progressin bringing its
records into auditable condition within 90 days after being declared
unauditable, the Department of Education must cease all state payments
to the school until an audit is compl eted.
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Other community school provisions

Requires community schools to conduct criminal records checks of
governing authority members.

Specifies that if a student is withdrawn from an operator-managed
community school for missing 105 consecutive hours without excuse,
any community school managed by the same operator in which the
student subsequently enrolls in the same school year and from which the
student is also withdrawn for unexcused absences is not eligible for state
funding for the student for the absence period.

Requires the Department of Education to base the full-time equivalency
of a community school student, for state funding calculations, on the
percentage of the community school's total learning opportunities that
were provided to the student, rather than the percentage of 920 hours of
learning opportunities that were provided to the student as under current
law.

Permits a community school student to enroll in a career-technical
program offered by the student's resident city, exempted village, or local
school district and proportions state funding for that student between the
community school and the resident district based on the time the student
attends each school.

Specifies that, when a community school permanently closes, any funds
remaining after payment of debts must be paid to the Department of
Education for redistribution to the resident school districts of the
community school's students.

[11. Other Education Provisions

Existing scholarship programs

Retains the Educational Choice Scholarship Pilot Program, the Cleveland
Scholarship Program, and the Autism Scholarship Program.

Special Education Scholarship Pilot Program

Creates the Specia Education Scholarship Pilot Program to provide
scholarships for disabled children in grades K through 12 to attend
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aternative public or private specia education programs in fisca years
2009 through 2014.

Requires the Department of Education to develop a document that
compares rights under state and federa specia education law and rights
under the Special Education Scholarship Pilot Program and requires
school districts to distribute that document to the parents of al special
education students.

Requires the Department of Education to conduct a "formative
evaluation" of the Specia Education Scholarship Pilot Program by
December 31, 2010.

Early childhood education

Establishes the Early Learning Initiative, paid for with Title IV-A
(TANF) funds and jointly administered by the Ohio Department of
Education and the Ohio Department of Job and Family Services, to
provide early learning services to TANF-€ligible children.

Continues for the 2008-2009 biennium a GRF-funded program to support
early childhood education programs offered by school districts and
educational service centers to serve preschool children whose families
earn up to 200% of the federal poverty guidelines.

Eliminates the prohibition against a school district establishing a
preschool program unless the district is eligible for poverty-based
assistance and shows that other child care programs are not meeting its
preschool needs.

Postpones, from FY 2008 to FY 2010, the requirement that all teachersin
state-funded early child education programs established prior to fisca
year 2007 have associate degrees.

Sets the following new deadlines for state-funded early childhood
education programs established during or dter fiscal year 2007: (1) by
fiscal year 2012, dl teachers must have associate degrees and (2) by
fiscal year 2013, half of the teachers must have bachelor's degrees.
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Academic distress commissions

Requires that the two members of an academic distress commission
appointed by the president of the school district board be residents of the
district.

Requires each member of an academic distress commission to file
financial disclosure statements with the Ohio Ethics Commission.

Adds several procedural specifications for the operation of an academic
distress commission.

Requires each academic distress commission to adopt an academic
recovery plan approved by the Superintendent of Public Instruction.

Data and testing

Repeals the current requirement for the Department of Education to
sanction school districts and community schools that fail to properly
report data to the Education Management Information System (EMIS) by
withholding state payments, and replaces it with authorization for the
Department to take a series of sequential actions (including withholding
payments) against a school district, community school, educational
service center, or other educationa entity that fails to properly report
EMIS data.

Permits the Department to release certain funds withheld from an entity if
the entity corrects its EMIS data reporting problems.

Allows the Department to arrange for an audit of an entity's data
reporting practices any time the Department believes the entity has not
made a good faith effort to properly report EMIS data.

Limits the highest performance rating a school district or building may
receive based on the percentage of its students who do not take all
required achievement tests, with an exception for community schools
operating dropout recovery and prevention programs.

Allows school districts that mistakenly reported to the Department of
Education a 0% graduation rate for the 2005-2006 school year to correct
that data for purposes of the August 2007 district and building report
cards.
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Requires foreign exchange students to pass the Ohio Graduation Test in
socia studies to qualify for the aternative conditions for a high school
diploma.

Revises the deadline for school districts to submit achievement tests to
the scoring company.

Requires, upon the release of the e ementary achievement tests as public
records, that the Department of Education inform school districts of the
state academic content standard and corresponding benchmark to which
each redacted test question relates, except for field test questions.

Physical education standards

Requires the State Board of Education, by December 31, 2007, to adopt
the standards for physical education in grades K to 12 developed by the
National Association for Sport and Physical Education or to adopt its
own physical education standards in those grades.

Eliminates the requirement that physical education standards and model
curricula are subject to approval by concurrent resolution of both houses
of the General Assembly.

Requires the Department of Education to hire a full-time physical
education coordinator by October 31, 2007.

Requires each school district, community school, and chartered
nonpublic school to report to the Department of Education by October
31, 2007, the number of minutes and classes per week of physica
education provided to students in each of grades K to 8 in the 2006-2007
school year and scheduled to be provided in 2007-2008.

Chartered nonpublic schools

Requires the governing authority of a chartered nonpublic school to
provide notice before closing the school.

Requires the chief administrator of a closed chartered nonpublic school to
deposit the school's records with either its accrediting association or the
school district that received state auxiliary services funds on behalf of the
school's students.
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Permits the school district receiving the records of a closed chartered
nonpublic school to deduct from state auxiliary services funds a one-time
payment for the cost of storing the records.

Requires a school district to label equipment or materials it purchases or
leases with state auxiliary services funds for loan to a chartered
nonpublic school, unless the district determines that they are consumable
or have avalue of less than $200.

Adds socia work to the list of services that may be provided to students
of chartered nonpublic schools with state Auxiliary Services Funds.

Increases from $275 to $300 the per pupil cap on reimbursement
payments to chartered nonpublic schools for mandated administrative
expenses.

Other provisions

Updates statutory language regarding the provision of specia education
and related services for children with disabilities to align with federa
law.

Qualifies al public and chartered nonpublic school teachers who hold a
valid teaching certification issued by the National Board for Professional
Teaching Standards for an annual $2,500 stipend.

Requires that each school district board specify the manner and deadline
for a parent or student to notify the board of intent to appeal the student's
suspension or expulsion from school.

Changes a reference to special education teachers to "intervention
specialists.”

Requires the Board of Regents, in collaboration with the Department of
Education, to identify which "adult career-technical education programs’
to move from the Department to the Board of Regents, and to move those
programs by January 1, 2009.

Requires the Superintendent of Public Instruction to appoint a Director of
Agricultural Education responsible for disseminating information on
agricultural education to school districts.
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Requires the Department of Education to maintain an appropriate number
of employees focusing on agricultural education, at least three of whom
are program consultants who provide regional assistance to school
districts where one may coordinate local Future Farmers of America
activities.

Requires the Department of Education, on the state report cards
published in 2008 through 2013, to designate as "Ohio Core Certified"
school districts and community schools that both (1) offer all components
of the Ohio Core curriculum to their high school students and (2) apply
the requirement to complete two semesters of fine arts between grades 7
and 12.

Requires the Department of Education to list the Ohio Core Certified
school districts and community schools on its web site.

Changes the biology requirement in the Ohio Core curriculum to "life
sciences.”

Requires the Department of Education, by December 31, 2008, to report
to the Genera Assembly recommendations for enhancing regional
collaboration in the provision of pupil transportation.

Permits a school district to transport a student who does not reside in the
district to a nonpublic schoal, if (1) the student's resident district is not
required to transport the student and (2) the parent agrees to reimburse
the nonresident district for costs that exceed the amount the district
receives from the state.

Authorizes the Department of Education to determine that a school
district other than the one named in a juvenile court's initial order, when
removing a child from the child's home or when placing the child with
someone other than the child's parent, is responsible for paying the cost
of educating the child (rather than merely to recommend such a change to
the juvenile court as under current law).

Permits rea property owners within a portion of a school district in
which no voters reside to petition for the State Board of Education to
transfer that portion to an adjoining school district.
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Until February 29, 2008, permits a "local" countywide school district to
dispose of rea property by private sale to a community action agency
that operates an early childhood education program within the district, in
lieu of selling the property at public auction or to a community school or
another government entity, as otherwise required under law, if certain
conditions are satisfied.

Implements, with substantial changes, the provisions in Am. Sub. H.B.
66 (biennial budget act) of the 126th General Assembly relative to health
care plans for public school employee personndl.

Permits a Council of Governments (1) comprised mainly of local, city,
and exempted village school districts and (2) approved as an Information
Technology Center pursuant to the Ohio Education Computer Network
Law to issue special obligation securities for the purpose of acquiring,
constructing, or improving real or personal property for the use of the
council or one or more of its members.

Grants authority to boards of education of two or more city, local, or
exempted village school districts to create, by agreement, a student
specia services district (SSSD) to fund special education services and
behavioral health services for person with special needs for the students
enrolled in those districts and their immediate family members.

Requires that the superintendent of each member school district serve on
the board of directors of the SSSD and requires the agreement to provide
other specific provisions governing the board of directors.

Requires the board of directors to hire employees or contract with a
qualified nonprofit, nationally accredited agency meeting certain
additional requirements to provide behavioral health services.

Permits the board of directors, with the approval of a majority of the
member school district boards of education and then of the voters of the
SSSD, to levy a property tax to fund SSSD services and operations.
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|. School Funding

State funding for school districts

The bill makes changes to the codified laws, contained mostly in R.C.
Chapter 3317., that prescribe the system for state funding of school districts and
other entities that provide primary and secondary education. A detailed analysis
of the current and proposed school funding system is available in the LSC
Redbook for the Department of Education, published on the LSC web site at

http://www.| sc.state.oh.us/budgetdocuments.html. Other school funding
background is available online at http://www.lsc.state.oh.us/schoolfunding/
index.htm.

The following table provides a synopsis o the changes the bill makes to
school funding laws to implement the system. Please consult the LSC Redbook
for the Department of Education for substantive and fiscal details.

SYNOPSISOF THE BILL'SSCHOOL FUNDING PROVISIONS

FUNDING

COMPONENT SYNOPSIS
Base-cost per pupil | Using the current "building blocks" methodology, with one
formula amount variation, calculates the base-cost per pupil formula amount as

$5,565 for FY 2008 and $5,732 for FY 2009.
(R.C. 3317.012(A) and
(B)

Cost-of-doing- Eliminates the cost- of-doi ng-business factor from the base-cost
business factor formula. (Current law is phasing the factor down from a 7.5%

maximum variation in FY 2005 to 5.0% in FY 2006 and 2.5% in
(R.C.3317.02, 3317.022, | FY 2007.)

and 3317.16; conforming
changesin R.C. 3313.98,
3314.08, 3317.014,
3317.023, 3317.0217,
3317.20, and 3365.01)
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SYNOPSISOF THE BILL'S SCHOOL FUNDING PROVISIONS

FUNDING
COMPONENT

SYNOPSIS

Formula ADM

(R.C. 3317.01, 3317.02,
and 3317.03)

Eliminates the second formula ADM report by school districts
(which under current law is during the first full week in
February). School districts would resume the practice in place
prior to FY 2007 of reporting formula ADM only for the first full
week of October, with adjustments in February only for districts
experiencing substantial mid-year enrollment growth.

Formally specifies that a district's formula ADM is the findl
number verified by the Superintendent of Public Instruction,
based on the number reported by the district for October. (See
"State verification of district formula ADM" below.)

Base funding
supplements

(R.C. 3317.012(C))

Increases by 3% each year (from $20.40 in FY 2007 to $21.01 in
FY 2008 and $21.64 in FY 2009) the hourly rate used to
calculate the base funding supplement for academic intervention.

Retains in both years the 75% phase- in percentage for the base
funding supplement for professional development. Thisisthe
same phase-in percentage applied to this supplement in FY 2007.
(The FY 2006 phase-in was 25%.)

Also retains, unchanged, the calculation of the base funding
supplements for data-based decision making.

Base-cost funding
guarantee

(R.C. 3317.022 and
3317.16; conforming
changesin R.C. 3313.98,
3314.08, 3317.023,
3317.20, and 3365.01)

Eliminates the base cost funding guarantee, which specifies that
adistrict's state base-cost payment will not be lower than the
lesser of its FY 2005 state aggregate base-cost payment or its FY
2005 per pupil base-cost payment. (This guarantee is distinct
from Transitional Aid, summarized below.)

Base-cost calculation

(R.C. 3317.022(A),
3317.029(B), and
3317.0217)

Specifies that a district's state base-cost payment includes not
only the base-cost calculation after the 23-mill local share
("charge-off") is deducted, but also the amount of state poverty-
based assistance and parity aid calculated for the district.
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SYNOPSISOF THE BILL'S SCHOOL FUNDING PROVISIONS

FUNDING

(R.C. 3317.022(A)(1) and
(B)(2)

COMPONENT SYNOPSIS
State share Adds state poverty-based assistance and parity aid paymentsto
per centage the calculation of each school district's "state share percentage,”

which is used to calculate some of the district's categorical
funding amounts, such as special education and vocational
education funding. Under current law, the calculation reflects
only the percentage of a district's aggregate cal culated base cost
that is covered by state funds after the district's 23-mill charge-
off is deducted. Under the bill, the poverty-based assistance and
parity aid payments are added to both the numerator and the
denominator of the state share percentage calculation, so the
percentage represents the proportion of state funds paid for base
cost, poverty-based assistance, and parity aid after the 23-mill
charge-off.

Parity aid

(R.C. 3317.0217)

Changes the calculation of state parity aid so that the 410 lowest-
wealth districts qualify in FY 2008 and the 367 lowest-wealth
districts qualify in FY 2009. The subsidy equalizes what 8 mills,
in FY 2008, and 8.5 mills, in FY 2009, will generatein a
particular district with what that millage will generate in the
123rd wedlthiest district. (Currently, the 490 lowest-wealth
digtricts qualify for the subsidy, and the subsidy equalizes 7.5
mills.)

Poverty-based
assistance to school
districts

(R.C. 3317.02(E) and
3317.029; conforming
changesin R.C. 3314.08,
3317.016, and 3317.017)

Eliminates the FY 2005 guarantee.

Revises the calculation of each district's poverty index by using
the average formula ADM from the past three years, rather than
the average for the current and previous two fiscal years.

Adds a new subsidy for FY 2008 and FY 2009 for assistance in
closing the achievement gap in districts that in either year have a
poverty index greater than or equal to 1.0 and an "academic
distress percentage” equaling or exceeding the statewide

academic distress percentage. (See "Use of the new closing-the-
achievement-gap payment" below.)

Increases the hourly rate used to calculate the academic
intervention subsidy by 3% each year, to equal the hourly rates
for the base funding supplement for academic intervention.

Renames the "class-size reduction” subsidy as a payment "for
increased classroom learning opportunities,” and increases the
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SYNOPSISOF THE BILL'S SCHOOL FUNDING PROVISIONS

FUNDING
COMPONENT

SYNOPSIS

statewide average teacher salary that is a component of the
formula by 3.3% each year, to equal the increased teacher
salaries used to calculate the base-cost per pupil formula amount.

Retains the 70% phase-in percentage in both fiscal years for the
subsidy for services to limited-English proficient students.

Applies no phase-in percentage to the payments for professiona
devel opment, dropout prevention, and community outreach.
(Current law also specifies no phase-in of these payments after
FY 2007.)

Requires each district that receives more than $10,000 in
poverty-based assistance annually to report to the Department of
Education how it deployed the funds. (See 'Reports on
deployment of poverty-based assistance” below.)

Revises the spending requirements (see "Pover ty-based
assistance spending requirements' below).

Special education
weighted funding

(R.C. 3317.013)

Continues, in both years, to apply the 90% phase-in to the six
prescribed special education weights, which has been applied
since FY 2005.

Changes the deadline, from May 30 to December 30, for the
annual report the Department of Education must submit to the
Office of Budget and Management itemizing the state and state
and federal calculations of special education funding for each
school district.

Special education
catastrophic
threshold

(R.C. 3314.08(E),
3317.022(C)(3), and
3317.16(E))

Increases the catastrophic threshold amount for specia education
and related services to $27,375 for categories two through five
(from $26,500 for FY 2006 and FY 2007) and to $32,850 for
category six (from $31,800 for FY 2006 and FY 2007).

Speech-language
services subsidy

(R.C. 3317.022)

Maintains the $30,000 personnel allowance, in effect since FY
2002 to calculate the subsidy for speech language services.
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SYNOPSISOF THE BILL'S SCHOOL FUNDING PROVISIONS

FUNDING
COMPONENT

SYNOPSIS

Vocational
education weighted
funding

(R.C. 3317.014)

Retains the current weights prescribed for vocational (career-
technical) additional weighted funding.

Specifies a December 30 deadline for the Department of
Education to submit its annual report itemizing the amount of
state vocational education weighted funding that each school
district spent for vocational education and associated services.
The bill also requires that the report be submitted to the Office of
Budget and Management, instead of the Governor as under
current law, and accounts for spending in the prior fiscal year.

GRADS funding

(R.C. 3317.024(N))

Maintains the $47,555 personnd allowance used since FY 2004
to calculate payments for GRADS ("Graduation, Reality, and
Dual-Role Skills") for services to pregnant and parenting
students.

Transportation
funding

(R.C. 3317.022(D);

Specifies a 1% across-the-board increase in each school district's
payment for regular student transportation in FY 2007 and FY
2008.

Section 269.20.80)

Char ge-off Removes from the revenue considered to be received by a school
supplement district, for purposes of calculating the state charge- off

(" Gap Aid") supplement, the amount the district receives from the Tangible

(R.C. 3317.0216)

Personal Property Tax Replacement Fund or the General
Revenue Fund for current expense taxes lost because of the
phase-out of the tangible personal property tax.

Reappraisal
guarantee

(R.C. 3317.04)

Eliminates the reappraisal guarantee that currently paysan
additional subsidy to a qualifying school district to prevent it
from losing state funds in the first year after the county auditor
has reappraised or updated the valuation of taxable property.

Transitional aid

(Sections 269.30.80 and
269.30.90)

Provides additional state transitional aid in FY 2008 and FY
2009 to prevent any school district's state funding for the current
fiscal year from being less than it was in the previous fisca year.
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Formula ADM

State verification of district formula ADM

(R.C. 3317.02(D) and 3317.03(K))

A school district's formula ADM ("average daily membership") is an
approximation of its full-time-equivalent enrollment. It is a component used to
calculate several state subsidies to school districts. Each school district reportsits
formula ADM, and throughout the fiscal year the Department of Education makes
corrections to the report and correspondingly adjusts the payments that are based
on formula ADM.

A provision of current law technically defines formula ADM as the figure
reported by the school district, with no explicit mention of the Department's
authority to ensure that the report is as accurate as possible. The bill formally
authorizes the Superintendent of Public Instruction, if the Superintendent
determines that a component in adistrict's reported formula ADM is not correct, to
order that the district's formula ADM be adjusted in the amount of the error. It
aso redefines "formula ADM" as being the final number verified by the
Superintendent. Moreover, it clarifies the authority of the Department to adjust a
district's formula ADM to account for its resident students enrolled in a
community school for only a portion of the year.

Transitional aid calculations

(Section 269.30.80)

The bill specifies that, in calculating a city, exempted village, or local
school district's transitional aid payment base for FY 2008 and FY 2009, the
Department of Education must use the number of students reported by an entity
actualy providing educational services to the district's students, if those students
attend school elsewhere but are counted in the district's formula ADM. For
example, those might be attending a joint vocational school district, a community
school, or a chartered nonpublic school with an Educational Choice scholarship.

Waiver for an alternate week to report formula ADM

(R.C. 3317.03(A) and (D))

While the bill eliminates the mandatory second formula ADM count for the
first full week of February, it retains a related provision and applies it to the
October count. Under this provision, if a school is closed during the week of the
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October count due to hazardous weather or other public calamities,** the district
superintendent may apply for a waiver to the Superintendent of Public Instruction.
If granted, the district may use an alternate week for reporting its formula ADM.

Poverty-based assistance reports; Department recommendations

(R.C. 3317.029(C) and (Q))

The bill requires each school district that is paid more than $10,000 in
poverty-based assistance © submit to the Department of Education an annual
report on how the district deployed the funds. The report is due by September 30,
presumably covering the previous fiscal year, and must be submitted in the form
and manner required by the Department. The bill further states: "If a school
district does not meet adequate progress standards as defined by the Department,
the Department shall make recommendations to the district for deploying
funds. . . in amore effective manner."

The bill also retains the provision of current law requiring each school
district that receives Tier 2 or Tier 3 academic intervention payments to submit a
plan to the Department describing how the district will deploy the funds. (Tier 2
academic intervention payments are available to districts with poverty indexes of
0.75 and higher, and Tier 3 payments are available to districts with poverty
indexes of 1.5 or higher.'®)

Poverty-based assistance spending requirements

(R.C. 3317.029(J) and (M))
Current law

Current law restricts how districts may spend their poverty-based
assistance. First, any district that receives a payment for all-day kindergarten must

14 The other public calamities for which a school may close for up to five days each
school year are disease epidemics, inoperability of school buses or other necessary
equipment, damage to a school building, or other temporary circumstances when the
building is unfit for use (R.C. 3317.01(B)).

15 The poverty index measures a school district's percentage of children receiving public
assistance, compared to the statewide percentage. For example, a district with a poverty
index of 1.0 has the same proportion of children living in families receiving public
assistance as the state as awhole. A district with a poverty index of 0.25 has a proportion
of children receiving public assistance that is 25% of the statewide proportion. A district
with a poverty index of 1.5 has a proportion of children receiving public assistance that is
150% of the statewide proportion.
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use its poverty-based assistance to ensure that all-day kindergarten is provided to
the number of all-day kindergarten students children reported by the district. After
that, spending guidelines differ based on the district's poverty index.

(1) Districts with poverty indexes of 1.0 or greater must follow the
individual spending guidelines established for the payments for academic
intervention, limited-English proficient students, professional development,
dropout prevention, and community outreach. They must use whatever remains of
their poverty-based assistance (mostly the class-size reduction payment) for
increasing the amount of instructional attention to students in grades K to 3, either
by reducing the ratio of students to instructional personnel (teachers, aides, or
paraprofessionals) or by undertaking other initiatives that have the effect of
increasing the length of the school day or school year.

(2) The spending guidelines are not as strict for districts with poverty
indexes less than 1.0. Payments for academic intervention, dropout prevention,
and community outreach must be spent for those purposes. The remainder of a
district's payment may be spent on one or more services from an itemized list.

Thebill'ssinglelist of possible expenditures

The bill somewhat loosens the restrictions and applies one set of spending
options to al districts that receive more than $10,000 in poverty-based assistance.
It retains the requirement that districts receiving payment for all-day kindergarten
first assure that all-day kindergarten is provided to the number of students reported
by the district. After that, a district may spend powerty-based assistance for any
combination of the following:

(1) Services to students with limited-English proficiency through (a) hiring
teachers or other personnel, (b) contracting for intervention services, or (c)
providing other services to assist those students in passing the third-grade reading
achievement test;

(2) Professional development for teachers and other licensed educational
personnel, through programs identified by the Department of Education in (@)
databased decision making, (b) standards-based curriculum models, (c) high
quality professional development activities that are research-based, as defined by
standards developed by the Educator Standards Board, or (d) "professional
learning communities”;

(3) Programs identified by the Department of Education for preventing at-
risk students from dropping out of school;
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(4) Hiring or contracting community liaison officers, attendance or truant
officers, or safety and security personnel;

(5) Programs designed to ensure that schools are free of drugs and violence
and have a disciplined environment conducive to learning in accordance with safe
school guidelines adopted by the State Board of Education;

(6) Academic intervention programs for students who have failed or are in
danger of failing any of the state achievement tests in accordance with student
intervention guidelines adopted by the State Board. The bill retains the current
law that provides that, except for a district that uses part or al of its academic
intervention payment to help pay for all-day kindergarten as permitted, each
district must use its academic intervention payment for academic intervention
services for students who have failed or are in danger of failing the state
achievement tests. That current law also prohibits a district from entering into a
collective bargaining agreement, after June 30, 2005, that requires any other use
for the academic intervention payment.

(7) Increasing the amount of instructional attention to children in grades K
to 3, either by reducing the ratio of students to instructional personnel (teachers,
aides, or paraprofessionals) or by undertaking other initiatives that have the effect
of increasing the length of the school day or school year. The bill specifies that if
funds are used to hire licensed aides or paraprofessionals, those individuals must
be "engaged in classroom activities."

(8) Early childhood programs or early learning programs, as defined by the
Department;

(9) To furnish free of charge to students whose families participate in Ohio
Works First instructional materials for which the district ordinarily charges afee;

(10) Programs "designed to reduce nonacademic barriers to learning, in
accordance with guidelines developed by the Department”; and

(11) Start-up costs associated with school breakfast programs.

Also, a district that receives poverty-based assistance, but not the al-day
kindergarten payment, presumably could elect to use its payment to provide all-
day kindergarten.

Waivers

The bill permits a school district to apply to the Department for a waiver to
spend poverty-based assistance for other programs. The district must specify on
the waiver application its reason for the alternative expenditure and the intended
benefits for disadvantaged students.
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Use of new closing-the-achievement-gap payment

(R.C. 3317.029(A)(13) and (L))

The bill establishes for FY 2008 and FY 2009 a new component of poverty-
based assistance for "assistance in closing the achievement gap." In FY 2008,
eligible districts are those with a poverty index greater than or equal to 1.0 where
the "academic distress percentage” is greater than or equal to the academic distress
percentage statewide. The academic distress percentage measures the percentage
of school buildings that have been declared in academic watch or academic
emergency in the most recent report cards issued by the Department of Education.

The bill specifies that if a district receives the new closing-the-
achievement-gap payment in FY 2008 and its academic distress percentage for FY
2009 increases (that is, its reported performance declines from the previous year),
the district's payment in FY 2009 will be no more than it received in FY 2008. On
the other hand, if the district's academic distress percentage for FY 2009
decreases, the district will receive 3.5% more than it did in FY 2008. A district
that does not qualify for a closing-the-achievement-gap payment in FY 2008 may
qualify for one in FY 2009 due to an increase in its poverty index or academic
distressindex.

If adistrict's academic distress percentage increases from FY 2008 to FY
2009, the bill restricts how this payment may be used in FY 2009. First, if an
academic distress commission has been appointed for the district (see "Academic
distress _commissions,” below), the district must use the money for the
commission's necessary expenses. Second, remaining funds may be used only for
one or a combination of the following, and only in "buildings with the highest
concentration of need":

(1) Assistancein improving student performance;
(2) Professiona development for teachers and administrators; and
(3) Recruiting and retaining teachers and administrators.

The bill defines "buildings with the highest concentration of need" as those
buildings that either have been designated as "in school improvement status" under
the federal No Child Left Behind Act, or have percentages of students receiving
assistance under Ohio Works First that is at least as high as the districtwide
percentage. However, among the latter buildings, the district must give priority to
those declared to be in a state of academic watch or academic emergency.
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Vocational education funding for state institutions

(R.C. 3317.03, 3317.05, 3317.052, and 3317.201; Section 269.30.60)

The Departments of Mental Health, Mental Retardation and Developmental
Disabilities, Rehabilitation and Correction, and Y outh Services currently receive
"unit" funding for vocational educational services at their ingtitutions, if they
provide those services. (A "unit" is a group of students receiving the same
education program. The value of a unit is generaly the sum of the annual saary
of the unit's classroom teacher based on the state's pre-2001 minimum teacher
salary schedule, an amount for fringe benefits equal to 15% of the salary
allowance, abasic unit allowance, and a supplemental unit allowance.)*®

The bill eliminates unit funding for vocational education programs offered
by these departments institutions and, instead, authorizes the Department of
Education to award grants to those institutions for their vocational educational
programs. Under the bill, the Department may award a grant to an institution and
determine the amount of that award based on the institution's submission of a
comprehensive plan for vocational education services.!’

Special education payments to institutions

(R.C. 3317.201)

The bill makes a nonsubstantive wording change regarding payments for
special education to state institutions operated by the departments of Mental
Hedth, Mental Retardation and Developmental Disabilities, Rehabilitation and
Correction, and Youth Services. The bill replaces the phrase "the Department of
Education annually shall pay" with the phrase "for each fiscal year the Department
of Education shall pay."

16 Under continuing law, unit funding also is used in meking state payments to school

districts, educational service centers, and county MR/DD boards for services for
preschool children with disabilities, and to school districts and educational service centers
for gifted education classes.

1" The hill also retains a provision of current law that requires each institution that
receives funding for vocational education services to annually report to the Department
on the delivery of those services, the performance of students, and any other information
required by the Department to evaluate the institution's program.
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Joint vocational school district calamity days

(Section 269.60.70)

The bill allows a joint vocational school district that exceeds five (the
allowable number) of "calamity days' in the 2006-2007 academic year to receive
state funding in fiscal year 2008, if the total number of excess calamity days is not
more than the number of daysin May 2007 that (1) the district's career center was
closed for fire damage and (2) the district cancelled instruction to prepare alternate
facilities for instruction.

Background

Under the state minimum school year, a school district is permitted up to
five calamity days a year, which are regularly scheduled days that are cancelled
due to hazardous weather or comparable circumstances. Districts that exceed five
calamity days ordinarily must make up the excess days in accordance with a
predetermined contingency plan. Districts that do not make up excess calamity
days risk losing state funding for the next fiscal year because compliance with the
state minimum school year is acondition for state funding.*®

Recalculating school district valuations

(R.C. 3317.02, 3317.026, 3317.027, 3317.028, and 5751.20)

A school district's tax valuation may be recalculated after its state funding
for a fiscal year has been calculated and even paid. The recalculations might be
triggered by refunds paid to certain taxpayers, adjustments made due to valuation
or assessment complaints filed by taxpayers, or creation of new tax exemptions.
Each change may reduce the actual revenue received by a district without a
corresponding reduction in the value on the tax duplicate. In al these cases,
continuing law provides for a recalculation of a district's state aid to account for
reduced property valuation.

Base for recal culating state payments

The hill changes the base from which these recalculations are made.
Current law measures the difference between a district's "SF-3 payment” before
and after a required recalculation and credits the district with the difference. The
bill replaces the existing term "SF3 payment” with a new term "state education
ad." The new term "state education aid" lists most of the subsidies and
adjustments accounted for on the Department of Education's "SF3" form to

18 R.C. 3313.48 and 3313.482 (neither in the bill); R.C. 3317.01(B).
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school districts, including temporary transitional aid and transportation payments,
but excluding units for disabled preschool students, disabled student transportation
payments, transfers among districts and educational service centers, and
deductions for school choice programs such as open enrollment, community
schools, and the Autism Scholarship Program. The new term, "state education
aid," is also used under the hill to calculate payments to a school district due to the
phase-out of tangible personal property tax. (see "DEPARTMENT OF
TAXATION" below).®®

Reporting tax information

Currently, if the Tax Commissioner determines that a district's valuation
has been affected by tax refunds of at least 3% of the total taxes charged and
payable, or by tangible personal property valuation changes to the extent of at |east
5% of the district's total, or by any newly granted exemption, the Tax
Commissioner must report that information to the Department of Education so that
the Department may recalculate the district's state payments accordingly. The bill
requires the Tax Commissioner also to report that information to the Office of
Budget and Management.

Timing of recalculated payments

Currently, the Department must pay a district its recalculated amount on or
before July 31 of the fiscal year following the year for which the recalculations are
made.®® The bill specifies that the payment date must be determined by the
Director of Budget and Management and that the Director must select adate that is
not earlier than June 1 of the current fiscal year and not later than July 31 of the
following fiscal year. The bill further states that the Department of Education
must not pay the district prior to approval by the Director of Budget and
Management to do so.

19 Another defined term by the same name, "state education aid," is used to calculate
replacement payments to school districts due to electric deregulation. That definition for
that purpose is broader than the one created by the bill for use in determining a district's
valuation recalculations or its replacement payments due to the phase-out of the tangible
personal property tax. See RC. 5727.84.

20 Prior to 2005, those recalculated amounts had to be paid on or before June 30 of the
year the adjustments were made.
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School district tax certification

(R.C. 3317.015, 3317.021, 3317.025, and 3317.08)

In order for the Department of Education to calculate a school district's
state and local funding, including its charge-off amount and its tuition rate for
nonresident students, the Tax Commissioner is required to certify by June 1 each
year the tax valuation of various categories and classes of property in the district,
revenue from the district's income tax (if it has one), and the converted vauation
equivalent of payments the district may receive under tax exemption agreements.
For those same purposes, by April 1 each year, the Director of Development is
required to report to both the Department of Education and Tax Commissioner the
amount of payments a district receives under tax exemption agreements. The bill
requires that the Tax Commissioner and Director of Development include the
Office of Budget and Management as a recipient of these school district tax data
when they make their respective certifications and report.

Grants for STEM I nitiatives

(Sections 269.20.70 and 269.20.75)

The bill authorizes the Department of Education, in collaboration with the
Board of Regents and the Chancellor, and in accordance with criteria prescribed
by the Partnership for Continued Learning, to award in FY 2008 and FY 2009 (1)
grants to school districts, educational service centers, community schools, and
consortiums of these entities to start up new STEM schools and (2) grants to
school districts, district-operated schools, educational service centers, or
community schools for STEM programs of excellence. Under the bill, "STEM" is
an abbreviation for science, technology, engineering, and mathematics.

Criteria for awards

The bill requires the Partnership for Continued Learning to prescribe
criteriafor the Department of Education to use in awarding both the start-up grants
for new STEM schools and the grants to support STEM programs of excellence?!
These criteria must include the maximum number of grants, the minimum and

2L The Partnership for Continued Learning is a state body charged with making
recommendations to facilitate collaboration among providers of preschool through post-
secondary education and to maintain a high-quality workforce. Members are the
Governor, the Superintendent of Public Instruction, the Chancellor of the Board of
Regents, the Director of Development, the chairpersons and ranking minority members of
the House and Senate Education committees, and representatives of education and
workforce interests appointed by the Governor. (R.C. 3301.41, not in the hill.)
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maximum amounts of the grants, and the minimum standards for the schools and
programs that receive the grants.

Start-up grantsfor STEM schools

The Department may award start-up grants for STEM schools to school
districts (including joint vocational school districts), educational service centers,
community schools, or consortiums of these entities. The grants must be for new
schools that are not in operation prior to receiving the grant and that will serve
only students above the sixth grade. Also to be considered for a grant, an
applicant must demonstrate to the Department's satisfaction that the new school
will meet at |east the following standards:

(1) Student admissions will not be based on intellectual ability or measures
of achievement, aptitude, or ability;

(2) The school will offer a rigorous, diverse curriculum "that is based on
scientific inquiry and scientific design, features the arts and humanities, and
emphasizes personalized learning and teamwork skills." The goa of the school's
curriculum must be to prepare students for college, the work force, and
citizenship.

(3) The school will attract school leaders who support the curriculum
"principles" described in (2) above; and

(4) The school "will utilize a knowledge management mechanism for best
practices and innovative professional development.”

Finally, in awarding these start-up grants, the Department must give
preference to proposals for schools that both (a) are developed in collaboration
with a regiona partnership that includes institutions of higher education, local
businesses, and leaders of community organizations and local governments, and
(b) have received commitments of sustained, verifiable fiscal or in-kind support
from regional educational and business entities.

Appropriation. The bill appropriates and earmarks $2,783,000 in each of
fiscal years 2008 and 2009 for STEM start-up grants.

Grants for STEM programs of excellence

The Department may award grants in support of STEM programs of
excellence to school districts, schools operated by school districts, community
schools, or educational service centers. These programs must serve students in
any of grades K through 8. Presumably, the grants may support both existing and
new programs. Similar to the STEM school start-up grants, to be considered for
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an award, an applicant must demonstrate to the Department's satisfaction that the
program meets at least the following standards:

(1) The program serves all students enrolled in the district or school in the
grades for which the program is designed,;

(2) The program offers a rigorous, diverse curriculum that is based on
scientific inquiry and scientific design, that emphasizes personalized learning and
teamwork skills, and that exposes students to advanced scientific concepts within
and outside the classroom; and

(3) The program includes teacher professional development strategies that
are augmented by community and business partners.

Also similar to the STEM school start-up grants, the Department must give
preference to programs that have received commitments of sustained and
verifiable fiscal or in-kind support from regional educational and business entities.

Appropriation. The bill appropriates and earmarks $3.5 million in each of
fiscal years 2008 and 2009 for grants for STEM programs of excellence.

Report of school district expenditures

(R.C. 3301.0724)

The bill requires the Department of Education to report anually to the
General Assembly information on each school district's aggregate employee and
benefits expenditures. In preparing the report, the Department must consult with
the State Employment Relations Board. The report must include all of the
followi ng information from the previous year:

(1) The aggregate amount spent for teacher salaries;
(2) The aggregate amount spent for salaries of nonteaching employees,

(3) The aggregate amount spent for health care benefits for all employees
and the percentage that amount is of the total amount paid in employer's
contributions and employees' contributions for those benefits;

(4) The aggregate amount spent for the employer's contributions to the
State Teachers Retirement System and the School Employees Retirement System;

(5) Whether the school district pays any part of the employees
contributions to the retirement systems;
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(6) The number of sick, vacation, and personal days provided for teachers
and nonteaching employees.

If the Department determines it necessary, each school district must report
the data listed above in the manner and by the deadline specified by the
Department so that the Department can compile and submit its report to the
General Assembly.

Biodiesel School Bus Program

(R.C. 3327.17)

The bill creates the Biodiesel School Bus Program. The Department of
Development is responsible for administering the program, which provides grants
to school districts that use biodiesel instead of 100% petroleum diesel for pupil
transportation. The grants are to help offset the incremental costs incurred by
school districts that choose to use biodiesel. "Biodiesel" is a type of diesel fuel
that is derived from vegetable oils or animal fats.

I1. Community Schools

Background

Community schools (often called "charter schools") are public schools that
operate independently from any school district under a contract with a sponsoring
entity. Community schools often serve a particular educational purpose or a
limited number of grades. Community schools are funded with state funds that are
deducted from the state aid accounts of the school districts in which the enrolled
students are entitled to attend school. Community schools may not charge tuition.

A conversion community school, created by converting an existing school
district school, may be located in and sponsored by any school district in the state.
On the other hand, a "start-up” community school may be located only in a
"challenged school district." A challenged school district is any of the following:
(1) a "BigEight" school district, (2) a school district in academic watch or
academic emergency, or (3) a school district in the original community school
pilot project area (Lucas County).??

The sponsor of a start-up community school, which generally must be
approved by the Department of Education, may be any of the following:

22R.C. 3314.02(A)(3). The "Big-Eight" districts are Akron, Carton, Cincinnati,
Cleveland, Columbus, Dayton, Toledo, and Y oungstown.
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(1) Theschool district in which the school islocated;

(2) A school district located in the same county as the district in which the
school islocated has a major portion of itsterritory;

(3) A joint vocational school district serving the same county as the district
in which the school islocated has a major portion of itsterritory;

(4) Aneducational service center;

(5) The board of trustees of a state university (or the boards designee)
under certain specified conditions; or

(6) A federally tax-exempt entity under certain specified conditions.?®

The Department of Education may take over sponsorship of community
schools, but only in specified exigent circumstances.

Community school moratorium

(R.C. 3314.016 and 3314.017)

The bill places a moratorium on new start-up community schools after June
30, 2007, with three exceptions, two of which are similar to the exceptions to the
current statewide caps on community schools that expire July 1, 2007 (see
"Current law--caps and exceptions" below). The moratorium does not apply to
conversion community schools. Also, the bill does not revise the existing
moratorium on new Internet- or computer-based community schools (e-schools),
which is in effect until the General Assembly enacts standards governing the
operation of e-schools.

Operator exception

(R.C. 3314.016(A))

Under the first exception to the bill's moratorium, a start-up community
school may be established after June 30, 2007, if its governing authority enters
into a contract with an operator that manages other schools in the United States
that perform at a level higher than academic watch, as determined by the
Department of Education.?* An operator is (1) an individual or organization that

23 R.C. 3314.015(B)(1) and 3314.02(C)(1)(a) through (f).

24 Generally, a school in academic watch does not make the federal standard of adequate
yearly progress (AYP) and either meets 31%-49% of the performance indicators
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manages the daily operations of a community school or (2) a nonprofit
organization that provides programmatic oversight and support to a community
school and that retains the right to terminate its affiliation with the school for
failure to meet the organization's quality standards.>® However, the bill limits the
number of community schools that an operator may contract with under this
exception to an amount equal to the number of the operator's schools nationwide
that perform better than schools in academic watch. An operator, for example,
that manages two schools in continuous improvement and one effective school
could manage three start-up community schools established after June 30, 2007. If
two of those new schools then perform better than academic watch, the operator
could manage two additional start-up community schools established after that
date.

Exceptions for non-oper ator -managed schools

(R.C. 3314.016(B) and 3314.017)

The bill creates two exceptions to the moratorium for certain high
performing schools that are not managed by operators. These exceptions do not
apply to community schools sponsored by the school districts in which they are
located. Moreover, they do not authorize any new school established under the
exceptions to be sponsored by such adistrict.

Exception one (R.C. 3314.016(B)). Under this exception, the governing
authority of a start-up community school that is not sponsored by the school
district in which it is located may enter into another contract with the same
sponsor, or a different sponsor, to open in the 2007-2008 school year one
additional school serving the same grade levels and providing the same
educational program, if the following conditions are met:

(1) The governing authority and the sponsor entered into their contract and
filed a copy with the Superintendent of Public Instruction prior to March 15, 2006;

(2) The governing authority's existing school currently is rated as excellent
or effective in the Department of Education's annual rating of school buildings;

established by the State Board of Education or has a performance index score of 70-79
(R.C. 3302.03(B)).

25 R.C. 3314.014, not in the hill.
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(3) The existing school made adequate yearly progress for the previous
school year;2®

(4) The existing school has been in operation for at least four school years;
and

(5) Theexisting school is hot managed by an operator.

Exception _two (R.C. 3314.017). The second exception allows the
governing authority of a start-up community school that is not sponsored by the
school district in which it is located to establish one additional start-up school
located in the same school district as the current school, even if that district does
not qualify as a "challenged school district." The new school must open in the
2008-2009 school year and provide a general educational program to students in
grades K to 6 to facilitate their transition to the governing authority's existing
school. To take advantage of this exception, the following conditions must be
met:

(1) The governing authority enters into a sponsorship contract with the
same entity that sponsors the existing school and files a copy of the contract with
the Superintendent of Public Instruction prior to March 15, 2008;2’

(2) The governing authority's existing school made adequate yearly
progress for each of the school years beginning with the 2002-2003 school year
and ending with the 2005-2006 school year and was rated excellent or effective
and named a School of Promise®® for three of those school years; and

(3) The existing school has been in operation for at least five school years,
and

26 The Department of Education is required under the federal No Child Left Behind Act
and conforming state law to determine whether each district or school building, including
each community school, has met a particular performance target (called "adequate yearly
progress’ or "AYP") based on achievement test scores among students in specified
subgroups. (20 U.S.C. 6311(b)(2)(E) to (J) and R.C. 3302.03(A).)

2" The bill explicitly authorizes the sponsor to sponsor the new school and to continue
that sponsorship "as long as the entity sponsors the existing school." It is not clear
whether this stipulation limits the sponsor's authority to sponsor the new school if the
existing school closes or finds a different sponsor.

28 The Superintendent of Public Instruction annually recognizes Schools of Promise,
which are schools that have proven successful in raising the achievement of students
from al demographic subgroups, despite serving large proportions of economically
disadvantaged students.
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(4) Theexisting school is hot managed by an operator.

Current law--caps and exceptions

There are currently two caps on the number of community schools that may
be established statewide, both of which are set to expire July 1, 2007. The first
cap applies to start-up schools and conversion "e-schools" sponsored by the school
districts in which they are located. The second cap applies to start-up schools
sponsored by other entities. Each cap is equal to 30 more than the number of
schools to which the cap applies that were open as of May 1, 2005.

Under current law, a new community school may open after the statewide
cap to which it would otherwise be subject has been reached if the school's
governing authority enters into a contract with an operator. Each operator may
manage one school in excess of the cap for each school it manages in Ohio or
another state on the date the cap is reached, excluding conversion community
schools that are not e-schools, that has a performance rating of continuous
improvement or better or performs comparably to a school so rated.

Another exception permits start-up community schools sponsored by
entities other than the school districts in which the schools are located to open one
additional community school in the 2006-2007 school year that serves the same
grades and provides the same educational program as the existing school. To
qgualify for the exception, the governing authority must have entered into a
contract with an eligible sponsor and filed a copy of the contract with the
Superintendent of Public Instruction before March 15, 2006. Additionally, the
existing school must (1) currently be rated excellent or effective, (2) have made
adequate yearly progress for the previous school year, (3) have been in operation
for four or more school years, and (4) not be managed by an operator.

Prohibition on operating school from a residential facility

(Section 269.60.10)

Until July 1, 2009, a community school that opened for operation after May
1, 2005, is prohibited from operating from a residential "home." For this purpose,
"home" includes a home, institution, foster home, group home, or other residential
facility that is maintained by the Department of Youth Services or is licensed or
otherwise authorized by the state to receive and care for children.
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ESC sponsorship of community schools

(R.C. 3314.02(C)(1)(d) and (G)(3))

Existing law permits an educational service center (ESC) to sponsor a
community school in any challenged school district. The bill restricts an ESC to
sponsoring a community school in a challenged school district located in a county
within the territory of the ESC or in a contiguous county. However, an ESC that,
on the provision's effective date, sponsors a community school located outside of
the ESC's territory or a contiguous county may continue to sponsor the school and
renew its contract with the school. But the ESC cannot contract with any
additional community school that is outside the geographic boundaries set by the
bill.

Approval of out-of-state sponsors

(R.C. 3314.015(B)(1))

Under current law, the Department of Education may approve an entity that
sponsors or operates schools in another state to sponsor community schools in
Onhio only if one or more of the entity's out-of-state schools performs as well as or
better than Ohio schools in academic watch. The bill requires instead that at |east
one of the out-of-state schools perform comparably to or better than Ohio schools
in continuous i mprovement 2

Sponsor assurances

(R.C. 3314.19)

The bill requires the sponsor of each community school to provide annual
assurances to the Department of Education regarding the school's compliance with
certain laws and the preparedness of the school's staff and facilities for the
upcoming school year. These assurances must be submitted no later than ten
business days before the school's gpening day. Specifically, the sponsor must
assure that:

29 Generally, a school in academic watch does not make the federal standard of adequate
yearly progress (AYP) and either meets 31%-49% of the performance indicators
established by the State Board of Education or has a performance index score of 70-79.
A school in continuous improvement either (1) makes AY P, meets less than 75% of the
State Board's performance indicators, and has a performance index score of 0 to 89 or (2)
does not make AYP and either meets 50%-74% of the performance indicators or has a
performance index score of 80 to 89. (R.C. 3302.03(B).)
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(1) A current copy of the contract between the sponsor and the school's
governing authority has been filed with the Department's Office of Community
Schools and that any future modifications to the contract will also be filed,;

(2) The school has submitted to the sponsor a plan for providing special
education to disabled students and demonstrates the capacity to provide those
services in accordance with state and federal law;

(3) The school has a pl an for administering the state achievement tests and
diagnostic assessments;

(4) School personnel have the training, knowledge, and resources to
properly use and submit education datato all Department databases;

(5) All required information about the school has been submitted to the
Ohio Educational Directory System;*

(6) The school will enroll at least the statutory minimum of 25 students in
the coming school year;®

(7) All classroom teachers are properly licensed by the State Board of
Education;

(8) The school's fiscal officer holds a valid school district treasurer or
business manager license or has completed the requisite number of hours of
continuing education in school accounting;*?

(9) The school has conducted criminal records checks on all employees
responsible for the care, custody, or control of a child and on al governing
authority members. Current law does not require community schools to conduct
criminal records checks of governing authority members; therefore, this provision
appears to be a new requirement.

(10) The school holds (a) proof of property ownership or a lease for its
facilities, (b) a certificate of occupancy, (c) liability insurance that the sponsor
considers sufficient to indemnify the school's facilities, staff, and governing

30 The Ohio Educational Directory System is a Department database that contains contact
information for school districts, public and nonpublic schools, and educationa service
centers.

31 See R.C. 3314.03(A)(11)(a), not in the bill.

%2 See R.C. 3314.011, not in the bill.
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authority against risk, (d) a satisfactory health and safety inspection, (e) a
satisfactory fireinspection, and (f) avalid food permit, if applicable;

(11) The sponsor has conducted a pre-opening site visit to the school;

(12) The school has designated an opening date for the school year that,
unless the school solely serves dropouts, is no later than September 30; and

(13) The school has met all other requirements of the sponsor.

Unauditable community schools

(Section 269.60.60)

Under the bill, if the Auditor of State finds a community school to be
unauditable, the Auditor of State must provide written notification of that fact to
the school, the school's sponsor, and the Department of Education, and post the
notification on the Auditor of State's web site. The school's sponsor is prohibited
from entering into contracts with any additional community schools until the
Auditor of State is able to complete a financial audit of the school. Also, within
45 days after the notification, the sponsor must send a written response to the
Auditor of State describing (1) the process the sponsor will use to review and
understand the circumstances that led to the school becoming unauditable, (2) a
plan for providing the Auditor of State with the documentation needed to complete
an audit and for ensuring that al financial documents are available in the future,
and (3) the actions the sponsor will take to ensure that the plan isimplemented.

If the community school fails to make reasonable efforts and continuing
progress to bring its accounts and records into an auditable condition within 90
days after being found unauditable, the Auditor of State must notify the
Department of Education, which must immediately cease all state payments to the
school. As under continuing law, the Auditor of State also must request the
Attorney General to take necessary legal action to compel the school to bring its
financial records into order3® If the Auditor of State subsequently is able to
complete a financial audit of the school, the Department must release the funds
withheld from the school.

33 The Attorney General may act to prevent the unlawful expenditure of public funds,
cancel illegal contracts, enforce liabilities arising from false certifications or failure to
furnish financia reports, ensure compliance with requirements or opinions made in an
audit report, or enforce the laws relating to public offices and the expenditure of public
funds (R.C. 117.41 and 117.42, neither section in the bill).
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All of these provisions are enacted in uncodified law. The bill states that
uncodified provisions of the bill have no effect after June 30, 2009, unless their
context clearly indicates otherwise3* It is not certain, therefore, whether these
provisions would expire on that date or could be construed to operate after that
date.

Funding for students withdrawn for absences

(R.C. 3314.088)

Continuing law requires each community school to automatically withdraw
a student who misses 105 consecutive hours of learning opportunities without a
legitimate excuse.®® Under the bill, if a student is withdrawn from a community
school managed by an operator (see "Operator exception" above), any
community school managed by the same operator (including the school from
which the student was originally withdrawn) in which the student subsequently
enrolls in the same school year, and from which the student is a'so withdrawn for
missing 105 consecutive hours without excuse, is not eligible for state funding for
that student for the 105-hour period.

In other words, if a student is withdrawn for unexcused absences from an
operator-managed community school multiple times in the same school year, only
the community school that withdrew the student the first time will be paid for that
student's absences and only for the first period of 105 hours the student missed.
No community school managed by the same operator will be paid for the student
for each subsequent period of 105 hours the student misses without excuse in the
same school year. If a student who was withdrawn from an operator-managed
community school is later withdrawn from a community school managed by a
different operator or from a non-operator-managed community school in the same
school year, neither school would be penalized with a loss of state funding for the
student.

Community school full-time equivalency

(R.C. 3314.08(L))

Continuing law requires each community school to provide at least 920
hours of learning opportunities per year to each student. Accordingly, current law
specifies, for purposes of calculating state funding to the school, that a community
school student's full-time equivalency is the percentage of 920 hours actually

34 Section 809.03.

35 R.C. 3314.03(A)(6)(b), not in the bill.
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offered to that student. In other words, it is the percentage of the state minimum
coursework offering in which the student participates.

The bill changes the full-time equivalency of a community school student.
Under the bill, the Department of Education must determine each community
school student's full-time equivalency based on the percentage that the learning
opportunities provided to the student, whether reported as number of hours or days
of instruction, is of the total learning opportunities offered by the school to a
student who attends for an entire school year. Unlike current law, a student's full-
time equivalency under the bill is the percentage of the school's full school year in
which the student participates, regardless of whether, and to what extent, that full
school year consists of more than 920 hours of instruction. It is the percentage of
the school's total offering of learning opportunities and not the percentage of the
statutory minimum.

Enrollment of community school students in career-technical programs in their
resident districts

(R.C. 3314.087)

The bill permits a community school student to enroll in a career-technical
program operated by the student's resident city, exempted village, or local school
district. When a student is simultaneously enrolled in a community school and a
career-technical program under the bill's provisions, the Department of Education
must allocate state funding for that student between the community school and the
resident district in proportion to the time the student attends each school. As
under current law, community school students also may enroll in vocational
education programs provided by the joint vocational school district that serves the
student's resident school district, if the community school has an agreement with
the joint vocational district permitting the enrollment.

Distribution of assets of closed community school

(R.C. 3314.074)

Under current law, when a community school permanently closes, its assets
must be distributed first to the retirement funds of school employees, school
employees, and private creditors who are owed compensation. Any remaining
funds must be paid to the General Revenue Fund. The bill requires that any funds
remaining after debt payments be paid to the Department of Education, rather than
the General Revenue Fund, for redistribution to the resident school districts of the
students enrolled in the community school at the time it closed. Payments to each
district must be proportional to the district's share of the community school's total
enrollment.
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[11. Other Education Provisions

Existing scholarship programs

The bill retains the current laws implementing the Educational Choice
Scholarship Pilot Program. The As Introduced version of the bill had proposed to
repeal the laws.®*® The bill also retains the Autism Scholarship Program and the
Cleveland Scholarship Program.

Backaground

The Educational Choice Scholarship Pilot Program provides up to 14,000
scholarships each year to students in specified lower performing public schools to
use to pay tuition at chartered nonpublic schools. The program is currently in its
first year of operation. The maximum amount of each scholarship this year is
$4,250 for grades K through 8, and $5,000 for grades 9 through 12. In future
fiscal years, the maxi mum amount is to be inflated by the rate of increase in the
base-cost formula amount from the previous fiscal year. To finance the
scholarships, the Department of Education deducts from the state funding account
of each scholarship student's resident school district $5,200, for a student in grades
1 through 12, and $2,700, for a kindergarten student. These amounts, by statute,
are to be used to fund scholarships under both the Educational Choice and the
Cleveland scholarship programs.

The Autism Scholarship Program pays scholarships, of up to $20,000 per
qgualified child, to the parents of autistic children, which may be used for services
at public or nonpublic special education programs that are not operated by or for
the child's resident school district. It has been in operation since 2004.

The Pilot Project Scholarship Program (the Cleveland Scholarship
Program) provides scholarships 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 Superintendent of Public Instruction.
Currently, only the Cleveland Municipal School District meets this criterion. The
program has been authorized since 1995.

% R.C. 3310.01, 3310.02, 3310.03, 3310.04, 3310.05, 3310.06, 3310.07, 3310.08,
3310.09, 3310.10, 3310.11, 3310.12, 3310.13, 3310.14, and 3310.17, nonein the bill.
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Special Education Scholarship Pilot Program

(R.C. 3310.52, 3310.53, and 3310.57)

The bill establishes the Special Education Scholarship Pilot Program, to
begin operating in fiscal year 2009 and to operate through fiscal year 2014. The
program is to provide scholarships on behalf of disabled children to attend special
education programs other than those offered by their school districts. The
program applies to any identified disabled child in grades K through 12. A
scholarship may be used to pay the expenses of a public or private provider of
special education programs for implementation of the child's IEP. While achild is
using a scholarship, the school district in which the child would otherwise be
enrolled has no obligation to provide the child with a free appropriate public
education. But the bill also specifies that if that district has agreed to provide
some services for the child, or if the district is required by separate law to provide
some services, including transportation services, the district may not discontinue
them pending completion of any administrative proceedings regarding those
services. (See "Continuation of some school district services' below.) The
district also has a continuing obligation to develop the child's |EP.

Background

Under the federal Individuals with Disabilities Education Act (IDEA),
children identified as disabled are entitled to a "free appropriate public education”
that provides special education and related services to enable them to benefit from
educational instruction.®” Under both the IDEA and state law, an "individualized
education program” (IEP) must be developed for each child identified as disabled.
The IEP specifies the services to which the child is entitled and are therefore
guaranteed by law.*® A child's school district may provide the services specified in
the |EP, or it may enter into an agreement with another district or entity to provide
those services.

Under Ohio law, school districts and community ("cherter") schools receive
additional per-pupil funding on top of the base-cost formula amount for each
special education student because of the extra expenses associated with providing

37 See 20 U.S.C. 1400 et seq. Related services include transportation and support
services such as speechrlanguage pathology and audiology services, psychological
services, physical and occupational therapy, counseling services, and diagnostic medical
services (20 U.S.C. 1401(26)).

38 See 20 U.S.C. 1414 and R.C. 3323.01. The IEP 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.
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educational services. Specia education students are assigned to one of six
possible categories according to the severity of their disabilities. Each category
has a corresponding weight, which is expressed as a percentage of the base-cost
formula amount. The additional funds generated by the special education weights
are shared by the school district and the state in the same percentage as the base-
cost funding.®

Eligibility

"Qualified special education child" (R.C. 3310.51(H), 3310.61, and
3310.62). Under the bill, achild is eligible, or "qualified,” for a specia education
scholarship if the child's resident school district has identified the child as disabled
and developed an |IEP for the child. In addition, the child must either (1) have
been enrolled in the district in which the child is entitled to attend school in any
grade from K through 12 in the school year prior to the year in which the
scholarship would first be used or (2) be €eligible to enroll for services from that
district in the school year in which the scholarship would first be used. The bill
explicitly specifies that a child attending a public special education program under

an agreement between the child's school district and the program provider or a
child attending a community school may apply for a scholarship.*

A child is not eligible for a scholarshi p for the first time while the child's
IEP is being developed or while any administrative or judicial proceedings
regarding the content of that IEP are pending. On the other hand, the bill also
specifies that, in the case of a child for whom a scholarship already has been
awarded, development of subsequent | EPs and the prosecuting of administrative or
judicial mediation or proceedings with respect to any of those subsequent IEPs do
not affect continued eligibility for scholarship payments. In other words, a
scholarship will not be awarded and paid until the child's IEP isin place and it is
clear that there are no challenges to that IEP. But future challenges to subsequent
IEPs will not disqualify the child for a scholarship.

39 See R.C. 3317.022. School districts may receive an additional "catastrophic cost"
subsidy for some special education students if the district's costs to serve the students
exceed a statutorily specified threshold (R.C. 3317.022(C)(3)).

40 Under the hill, a community school is not considered a child's school district of
residence (R.C. 3310.51(K)). Therefore, any IEP developed by the community school
would not qualify the child to receive a scholarship. It isnot clear under the bill whether
a community school student would need to enroll in a district school to receive a new
district-developed IEP prior to receiving a scholarship.
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"Eligible applicant” (R.C. 3310.51(D), 3310.52, 3310.53, 3310.57,
3310.61, and 3310.62). The bill permits the following individuals to apply for and
accept a scholarship for aqualified special education child:

(1) The child's custodial natural or adoptive parent or parents. The bill
specifically excludes a parent whose custodia rights have been terminated.

(2) Thechild'sguardian;
() Thechild's custodian other than the parent;

(4) The child's grandparent if the grandparent is an attorney-in-fact under a
power of attorney or if the grandparent has executed a caregiver affidavit (both
under continuing law);*

(5) The child's "surrogate parent” appointed under state and federal special
education law; * or

(6) The child, if the child does not have a custodian or guardian and is &
least 18 years old.

Annual limit on the number of scholarships

(R.C. 3310.52(B))

The bill limits the number of scholarships that may be awarded each year
under the Special Education Scholarship Pilot Program to not more than 3% of the
number of identified disabled students residing in the state during the previous
fiscal year.

“1 Current law, not changed by the bill, permits a grandparent to be named the attorney
in-fact in a power of attorney executed by a child's parent or permits a grandparent to
execute a caregiver affidavit, if the child's parents cannot be located after reasonable
attempts to do so. Either instrument authorizes the grandparent, with whom the child
lives, to register the child in school and to seek medical care for the child. (See R.C.
3109.51 to 3109.80, none in the bill.)

42 Under state and federal law, a public agency responsible for the care of a disabled child
must appoint a surrogate parent if it determines that no parent of the child can be found,
the child is "a ward of the state," or the child is a "homeless youth." That surrogate
parent then is responsible to make decisions regarding the child's education that
otherwise would be the responsibility of the child's parent. (See R.C. 3323.05(B) and
3323.051 and 34 C.F.R. 300.519.)
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Alternative providers of special education programs

Scholarships may be used to pay for special education programs provided
by alternative public providers or by private entities registered with the
Superintendent of Public Instruction.

Alternative public providers (R.C. 3310.51(A)). An alternative public
provider must be either (1) a school district other than the district obligated to
educate the disabled child (or the child's resident school district, if different) or (2)
another public entity that agrees to enroll the child and implement the child's IEP.
In addition, the alternative public provider must be an entity to which the eligible
applicant, rather than a school district or other public entity, owes fees for the
services provided to the child. In other words, an eligible applicant cannot use a
scholarship to enroll a child in a school district or other public entity to which the
child's school district would send the child for special education services because,
in that case, the child's district would be required to pay the receiving district or
entity for the services provided to the child. Neither may an eligible applicant use
a scholarship to enroll the child in a community school because the community
school, as a public school, would receive funds to educate the child even without
the scholarship. The eligible applicant must use the scholarship to pay for special
education and related services provided by a school dstrict or public entity from
which the eligible applicant otherwise would not receive those services for the
child free of charge.

Registered private providers (R.C. 3310.58 and 3310.59). Nonpublic
schools and other private entities may accept scholarship children under the hill,
but first they must register with the Superintendent of Public Instruction. To be
registered by the Superintendent, the private school or entity must meet the
following requirements:

(1) Its specia education program meets the minimum education standards
established by the State Board of Education;*?

(2) It must comply with the antidiscrimination provisions of the federal
Civil Rights Act of 1964, which prohibits discrimination on the basis of race,
color, or national origin in the administration of benefits assisted with federal

43 The State Board must prescribe minimum standards for public and private elementary
and secondary schools. These standards cover teacher certification, administrative
organization, graduation requirements, curriculum, assessments, health and safety issues,
length of the school day, and other topics. (See R.C. 3301.07(D), not in the bill, and
Ohio Administrative Code Chapter 3301-35.)

4 The bill refersto 42 U.S.C. 2000d.
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funds. The bill specifies that this antidiscrimination statement applies to a
registered private provider regardless of whether the provider receives federal
financial assistance. A student's scholarship under the program is not funded with
federal money.

(3) It agrees to conduct crimina records checks of applicants for
employment positions that are responsible for the care, custody, or control of a
child, if it is not already required to do so pursuant to law;*

(4) Its teaching and nonteaching professionals, or those employed by a
subcontractor providing special education services on its behalf, hold credentials
determined by the State Board to be appropriate for working with the scholarship
children enrolled in the program;

(5) It meets applicable health and safety standards for school buildings;

(6) It agrees to retain any documentation required by the Department of
Education;

(7) It demonstrates fiscal soundness to the Department's satisfaction; and

(8) It agrees to meet any other requirements for registration specified by
the State Board.

If the Superintendent of Public Instruction determines that a private school
or entity no longer meets these criteria, the Superintendent must revoke its
registration. The school or entity must be allowed a hearing prior to revocation.

Scholarship amount

(R.C. 3310.56)
Each scholarship is worth the smallest of the following amounts:
(1) $20,000;

(2) Thetotal fees charged by the provider; or

4 Under the bill, private entities must conduct criminal records checks in the same
manner as must chartered nonpublic schools under continuing law. While the bill
requires a private school or entity to conduct criminal records checks of future applicants
prior to hiring, it does not mandate that the school or entity request records checks of
current employees. (R.C. 109.57 and 109.572.)
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(3) The amount that otherwise would be calculated for state and local
funding for the school district's provision of special education and related services
to the child. This last amount comprises the base-cost (formula amount plus base
funding supplements) and special education weighted funding (both state and local
shares) that would be calculated for the student under the state formulas.

Payment of scholarships

(R.C. 3310.52, 3310.54, 3310.55, 3310.57, and 3317.03(A) and (B))

The Department of Education must make periodic payments throughout the
school year directly to an alternative provider on behalf of the eligible applicant
for services provided to a qualified special education child, until the full amount of
the scholarship has been paid. The amount of the scholarship is deducted from the
state aid account of the school district in which the child is entitled to attend
school. That district is authorized under the bill to count the child in its formula
ADM and special education ADM.

The scholarship may be used anly to pay fees charged by the alternative
specia education program for implementation of the child's IEP. The Department
must prorate a child's scholarship amount if the child withdraws from the
alternative program before the end of the school year.

Application deadlines

(R.C. 3310.52(C))

In order to qualify for a scholarship, either for the first time or to renew a
scholarship, an eligible applicant must submit an application in the manner
prescribed by the Department of Education by April 15 prior to the school year for
which the scholarship or renewal is sought. In addition, by April 15, the eligible
applicant must notify the child's school district that the applicant has applied for a
scholarship or renewal.

Transportation of scholarship children

(R.C. 3310.60)

Under the hill, scholarship children are entitled to transportation to and
from the alternative special education programs they attend in the same manner as
disabled students attending nonpublic schools.

Continuing law requires school districts to provide transportation to
nonpublic school students in grades K to 8 who reside in the district and live more
than two miles from the school they attend. Districts may also transport high
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school students to and from their nonpublic schools. A district, however, is not
required to transport students of any age to and from a nonpublic school if the
direct travel time by school bus from the district school the student would
otherwise attend to the nonpublic school is more than 30 minutes*® In the case of
some specia education students, transportation might be mandated by their |1EPs.

Continuation of some school district services

(R.C. 3310.60 and 3310.62(C))

The bill provides that, if the resident school district of a child awarded a
scholarship has agreed to provide some services for the child or, if the district is
required by law to provide some services for the child, including transportation
services as described above, the district may not discontinue the services pending
completion of any administrative proceedings regarding those services. It also
specifies that the prosecuting, by the eligible applicant on behalf of the child, of
administrative proceedings regarding those services does not affect the applicant's
and the child's continued eligibility for scholarship payments.

Written notice of rights and informed consent

(R.C. 3310.53(C) and 3323.052)

The bill requires the Department of Education to develop by January 31,
2008, and subsequently to revise as necessary, a document that compares a
parent's and child's rights under state and federal special education law with their
rights under the Specia Education Scholarship Pilot Program, including the
scholarship program's statutory application deadlines (see above). It aso requires
the Department and each school district to distribute the document to parents of
disabled children as a part of, appended to, or in conjunction with the procedural
safeguards notice required under federal law. It then specifies that an eligible
applicant's receipt of the comparison document, as acknowledged in a format
prescribed by the Department, constitutes notice that the eligible applicant has
been informed of those rights. It further provides that acceptance of a scholarship
congtitutes the eligible applicant's informed consent to the provisions of the
Special Education Scholarship Pilot Program.

Background. Federal special education law requires that the parents of
disabled children be given notice of the procedural safeguards available to them

4 R.C. 3327.01. These are the same requirements that apply to the transportation of
students to and from public schools. When transportation by the district is impractical,
the district may offer payment to a student's parent instead of providing the
transportation.
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regarding their children's special education and related services. Specificaly, both
the state and each school district are obligated to provide a "full explanation” of
those safeguards "written in the native language of the parents (unless it clearly is
not feasible to do so) and written in an easily understandable manner."*’ That
document must be provided once each year and upon referral or request for the
child's evaluation, upon the first filing of an administrative complaint, or upon
parental request.”® The federd statute and rules provide an extensive list of items
that must be included in the document.

In compliance with this federal requirement, the Ohio Department of
Education has developed a document entitled "Whose IDEA is This? A Resource
Guide to Parents," written in English, Spanish, and French. School districts must
distribute it to parents in accordance with the law, and it also is available on the
Department's web site.*°

State Board rules

(R.C. 3310.63; Section 269.60.33)

The State Board of Education must adopt rules for the Special Education
Scholarship Pilot Program in accordance with the Administrative Procedure Act so
that they are in effect by January 31, 2008. Those rules must include application
procedures and standards and procedures for the registration of private providers
of special education programs.

Formative evaluation

(Section 269.60.36)

The bill requires the Department of Education to conduct a "formative
evaluation" of the Special Education Scholarship Pilot Program and to report its
findings to the General Assembly by December 31, 2010. In doing so, the
Department 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. The Department also is required to use quantitative
and qualitative analyses in conducting its evaluation.

4720 U.S.C. 1415(d) and 34 C.F.R. 300.503 and 300.504.
8 The statute specifies that the document also may be posted on a district's web site.

49 See http://www.ode.state.oh.us/GD/Templ ates/Pagess ODE/ODEDetail .aspx ?Page=3&
TopicRelationl D=1159& Content=16275.

IB Legislative Service Commission -100- Am. Sub. H.B. 119



No effect on the Autism Scholarship Program

The Autism Scholarship Program pays scholarships to the parents of certain
autistic children in grades pre-kindergarten to 12 (R.C. 3310.41). The bhill's
proposed Special Education Scholarship Pilot Program contains many of the same
concepts of the smaller Autism Scholarship Program (including its $20,000 limit
on the scholarship amount) and applies those concepts to children of all categories
of disability. It does not, however, apply to pre-kindergarten students.

The bill does not affect the Autism Scholarship Program. In fact, neither
program changes or conflicts with the provisions of the other. Thus, it appears
that the two programs could coexist. Children with autism who are in grades K
through 12 would be €ligible for either program. Presumably their parents could
choose either (but not both) of the two programs. For example, if a parent of a
child with autism could not participate in the new program because its 3% cap had
been reached, the parent likely could turn to the Autism Scholarship Program,
which has no cap. However, the due process provisions between the two
programs are somewhat different. Under the Autism Scholarship Program, a
parent may not be awarded a scholarship if there is any pending dispute over the
child's IEP. Under the Specia Education Scholarship Pilot Program, the
prohibition on award and payment of a scholarship applies only until the child's
first IEP is developed under the program.

TANF-funded Early Learning I nitiative

(Section 309.40.60)

The bill establishes the Early Learning Initiative (ELI) paid for with federal
Title IV-A (TANF) funds, to provide early learning services through an early
learning program, on a full-day, part-day, or both a full-day and part-day basis, to
eligible children. An €eligible child isachild who is at least three years of age but
not of compulsory school age or enrolled in kindergarten, is eligible for Title IV-A
services>® and whose family income at the time of application does not exceed

*0 Title IV-A 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, persona care items, and general incidental expenses).” Title
IV-A services, however, may 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,
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185% of the federal poverty linein FY 2008 or 200% of the federal poverty linein
FY 2009.>' Each County Department of Job and Family Services (CDJFS) must
determine eligibility for Title IV-A services for children who wish to enroll in an
early learning program within 15 days after the CDJFS receives a completed
application.

The bill also specifies that early learning services must relate to the purpose
of preventing and reducing the incidence of out-of-wedlock pregnancies and
establishing annual numerical goals for preventing and reducing the incidence of
these pregnancies (45 C.F.R. 260.20(c)).

ODE and the Ohio Department of Job and Family Services (ODJFS) must
jointly administer ELI in accordance with the law governing the administration of
Title IV-A programs. Under the bill, ODJFS and ODE have both separate and
joint duties to fulfill for ELI.

ODJFSduties

The bill directs ODJFS to reimburse early learning agencies for Title IV-A
services provided to eligible children under the terms of the ELI contract and in
accordance with rules adopted by ODJFS and ODE (see Contracting with an
early learning agency" and "Joint ODJF S and ODE duties").

ODE duties

The bill directs ODE to (1) define the early learning services that will be
provided to eligible children through ELI, (2) establish an application deadline for
entities seeking to become early learning agencies, and (3) establish early learning
program guidelines for school readiness to assess the operation of early learning
programs.®?

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 . . . to
an individual who is not otherwise receiving assistance.” (45 C.F.R. 260.31(a) and (b).)

* Participation in ELI does not prohibit or prevent an individual from obtaining a
certificate of payment for publicly funded child-care.

°2 An early learning agency includes an early learning provider or an entity that enters
into an agreement with an early learning provider to operate an early learning program on
behalf of the entity.
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Joint ODJES and ODE duties

The bill directs ODJFS and ODE to jointly:

(1) Develop an application form and criteria for the selection of early
learning agencies that must include a requirement that early learning agencies or
the early learning provider operating an early learning program on the agency's
behalf must be licensed or certified by ODJFS under the Child Care Laws or ODE
under the Preschool and School Child Program Laws;

(2) Adopt rules, in accordance with the Administrative Procedure Law
(R.C. Chapter 119.), regarding all of the following:

() Establishing co-payments for families of eligible children whose family
income is more than 165% of the federal poverty line but equal to or less than
185% of the federal poverty line in FY 2008 and 200% of the federal poverty line
in FY 2009;

(b) An exemption from co-payment requirements for families whose
family income is equal to or less than 165% of the federal poverty line;

(c) A definition of "enrollment" for the purpose of compensating early
learning agencies,

(d) Establishing compensation rates for early learning agencies based on
the enrollment of eligible children.

(3) Contract for up to 12,000 enrollment slots for eligible children in each
fiscal year.

Contracting with an early learning agency

Once an entity applies to ODE to become an early learning agency, ODE
must select entities that meet the criteria established in conjunction with ODJFS.
When ODE selects an entity to be an early learning agency, ODJFS and ODE
must enter into a contract with that entity, and ODE must designate the number of
eligible children that the entity may enroll and notify ODJFS of the number. The
bill also specifiesthat certain contracts will remain effective, regardless of the date
of issuance of astate purchase order.

Terms of the contract

The contract between ODJFS, ODE, and each early learning agency must
outline the terms and conditions applicable to the provision of Title IV-A services
for eligible children and include the following:
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(1) Therespective duties of the early learning agency, ODJFS, and ODE;

(2) Requirements regarding the allowable use of and accountability for
Title IV-A compensation paid under the contract;

(3) Reporting requirements, including a requirement that the early learning
provider inform ODE when the provider learns that a kindergarten eligible child
will not beenrolled in kindergarten;

(4) The compensation schedule payable under the contract;
(5) Audit requirements;
(6) Provisionsfor suspending, modifying, or terminating the contract.

Also, if an early learning agency, or an early learning provider operating on
an agency's behalf, substantially fails to meet ODE's early learning program
guidelines for school readiness or otherwise exhibits below average performance,
the early learning agency must implement a corrective action plan approved by
ODE. If the agency does not implement a corrective action plan, ODE may direct
ODJFS to withhold funding from the agency or request that ODJFS suspend or
terminate the agency's contract.

Early learning program duties

The bill requires each early learning program to do all of the following:
(1) Meet certain teacher qualification requirements;

(2) Align curriculum to early learning content standards,

(3) Meet any assessment requirements that apply to the program;

(4) Require teachers, except teachers enrolled and working to obtain a
degree, to attend a minimum of 20 hours per biennium of professiona
development as prescribed by ODE regarding the implementation of early learning
program guidelines for school readiness,

(5) Document and report child progress;

(6) Meet and report compliance with the early learning program guidelines
for school success,

(7) Participate in early language and literacy classroom observation
evaluation studies.
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State-funded early childhood education programs

(Section 269.10.20)

The bill continues for the 2008-2009 biennium a GRF-funded program,
originally established in the previous biennium and administered by the
Department of Education, to support early childhood education programs serving
preschool-age children from families earning up to 200% of the federal poverty
guidelines.®® Program providers may include school districts and educational
service centers (ESCs). School districts, other than joint vocational districts, must
be eligible for poverty-based assistance to receive funding for new early childhood
education programs in the 2008-2009 biennium, but school districts whose
programs have been funded previously remain eligible for continued funding even
if they do not receive poverty-based assistance. Families who earn more than the
federal poverty guidelines must be charged for the programs their children attend
in accordance with a sliding fee scale developed by the program provider.

To receive state funding, an early childhood education program must:

(1) Meet teacher qualification requirements applicable to early childhood
education programs (see "Staff qualifications for _early childhood education

programs” below);

(2) Alignitscurriculum to early learning content standards;

(3) Administer any diagnostic assessments adopted by the State Board of
Education that are applicable to the program;>*

(4) Require teachers, except for those working toward an associate or
bachelor's degree in a related field, to attend at least 20 hours every two years of

%3 See Section 206.09.06 of Am. Sub. H.B. 66 of the 126th Genera Assembly. A
preschool-age child is one who is at least three years old but not yet eligible to start
kindergarten. The 2007 federal poverty guideline for afamily of threeis $17,170. 200%
of that amount is $34,340.

>* Continuing law permits school districts to administer the kindergarten diagnostic
assessment, known as the kindergarten readiness assessment, to a child up to four weeks
prior to the child's first day of kindergarten on the condition that the results not be used to
prohibit the child from starting school (R.C. 3301.0715(A)(3)). It is possible, therefore,
that a city, exempted village, or local school district may administer the kindergarten
readiness assessment to a preschool-age child. However, it does not appear that the
requirements regarding diagnostic assessments would ever apply to an early childhood
education program provided by ajoint vocational school district or ESC.
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professional development regarding the implementation of early learning program
guidelines for school readiness developed by the Department of Education;

(5) Document and report child progress;

(6) Meet and report compliance with the early learning program guidelines
for school readiness; and

(7) Participate in early language and literacy classroom observation
evaluation studies.

In distributing funds to providers of early childhood education programs,
the Department of Education must give priority in each fiscal year to previous
recipients of state funds for such programs. However, in each fiscal year, the hill
caps at $18,622,151 the amount that may be distributed to providers that received
funds in fiscal year 2007, unless the number of new providers since then is
insufficient to expend the available funding. In that case, the Department may
direct funding to previous recipients for program expansion, improvement, or
special projects to promote quality and innovation. Conversely, if there are
insufficient funds to serve all new providersin afiscal year, the Department must
determine which providers to fund using a selection process that gives priority in
the following order: (1) to providers that, as of March 15, 2007, did not offer
early childhood education programs but had offered those programs or public
preschool programs at some time after June 30, 2000, and (2) to providers that
demonstrate a need for early childhood education programs, including having
higher rates of low-income preschool children to be served.

Funding must be distributed on a per-pupil basis. Per-pupil funding for
programs established on or after March 15, 2007, must be sufficient to provide
services for half of the statewide average length of the school day for 182 days
each school year.>® The Department may adjust funding as necessary so that the
per-pupil amount, when multiplied by the number of eligible children receiving
services on December 1 (or the first business day after that date), equals the total
amount appropriated for early childhood education programs. The Department
may use up to 2% of the total appropriation in each fiscal year for administrative
expenses.

The Department may examine a program provider's records to ensure
accountability for fiscal and academic performance. |If the Department finds that
(1) the program's financial practices are not in accordance with standard

> The bill explicitly states that program providers may use other funds to offer services
for alonger part of the school day or school year.

IB Legislative Service Commission -115- Am. Sub. H.B. 119



accounting principles, (2) the provider's administrative costs exceed 15% of the
total approved program costs, or (3) the program substantially fails to meet the
early learning program guidelines for school readiness or exhibits belowaverage
performance compared to the guidelines, the provider must implement a corrective
action plan approved by the Department. This plan must be signed by the chief
executive officer and the executive of the governing body of the provider. The
plan must include a schedule for monitoring by the Department. Monitoring may
involve monthly reports, inspections, a timeline for correction of deficiencies, or
technical assistance provided by the Department or another source. If an early
childhood education program does not improve, the Department may withdraw all
or part of the funding for the program.

If a program provider has its funding withdrawn or voluntarily waives its
right to funding, the povider must transfer property, equipment, and supplies
obtained with state funds to other early childhood education program providers
designated by the Department. It also must return any unused funds to the
Department along with any reports requested by the Department. State funds
made available when a program provider is no longer funded may be used by the
Department to fund new early childhood education program providers or to award
expansion grants to existing providers. In each case, interested providers must
apply to the Department in accordance with the Department's sel ection process.

The bill requires the Department of Education to compile an annual report
regarding GRFfunded early childhood education programs and the Department's
early learning program guidelines for school readiness. Copies of the report must
be given to the Governor, the Speaker of the House, and the President of the
Senate. The report also must be posted on the Department's web site.

School district preschool programs

(R.C.3301.53 and 3313.646)

To establish a preschool program under existing law, a school district must
(1) be eligible for poverty-based assistance and (2) demonstrate a need for the
program that is not being met by an existing child care program. The bill allows
any school district to establish a preschool program by eliminating the condition
that the district qualify for poverty-based assistance.®® It also removes the

%6 Under the bill, only districts that receive poverty-based assistance are digible in the
2008-2009 biennium for state funding for new early childhood education programs (see
"State-funded early childhood education programs" above). Consequently, districts that
start a preschool program during the 2008-2009 biennium, but do not receive poverty-
based assistance, would have to support the program with other funds during that time.
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condition that the district have a need for the program that is not being met by
another child care program and simply requires the district to show a need.

Staff qualificationsfor early childhood education programs

(R.C. 3301.311)

Under current law, teachers in preschool programs, early childhood
education programs, and early learning programs must meet certain educational
criteria for the programs to be eligible for state funding. Since fiscal year 2006,
these programs have only qualified for state funding if half of their teachers were
working toward an associate degree approved by the Department of Education.
Beginning in fiscal year 2008, al of the program's teachers must have attained an
approved associate degree to qualify for state funding. Finally, beginning in fiscal
year 2011, half of the program's teachers must have attained a bachelor's degree
approved by the Department to qualify for state funding.

The bill postpones one of these deadlines for programs established before
fiscal year 2007 and sets new deadlines for programs established in that year or
later. For programs started prior to fiscal year 2007, all teachers must have an
approved associate degree by fiscal year 2010, instead of fiscal year 2008. For
programs established during or after fiscal year 2007, al teachers must have an
approved associate degree by fiscal year 2012 and half of those teachers must have
an approved bachelor's degree by fiscal year 2013.

Year in current Year in bill
Date of program establishment l?\r,]vugorgrezm progrma;netmust
requirement requirement
Before FY 2007
50% of teachers working toward associate degree FY 2006 FY 2006
100% of teachers with associate degree FY 2008 FY 2010
50% of teachers with bachelor's degree FY 2011 FY 2011
During or after FY 2007
50% of teachers working toward associate degree FY 2006 At establishment
100% of teachers with associate degree FY 2008 Fy 2012
50% of teachers with bachelor's degree FY 2011 FY 2013

IB Legislative Service Commission -117-

Am. Sub. H.B. 119




Academic distress commissions

(R.C. 3302.10)

Backaground

Current law provides that beginning July 1, 2007, the Superintendent of
Public Instruction must establish an academic distress commission for each school
district that has been in a state of academic emergency and has failed to make
adequate yearly progress for four or more consecutive years. The commission
remains in existence until the district's performance rating is upgraded to
"continuous improvement” for two out of three school years, unless the
Superintendent sooner determines that the district can perform adequately without
the commission. Each commission must consist of three voting members
appointed by the Superintendent of Public Instruction and two voting members
appointed by the president of the district board of education.

The commission is directed to "assist the district for which it was
established in improving the district's academic performance.” In doing so, the
commission may appoint, reassign, and terminate the contracts of district
administrative personnel; contract with a private entity to perform school or
district management functions; and establish a budget for the district and approve
school district expenditures. (However, if a financial planning and supervision
commission has been established under the school district fiscal emergency law,
that commission, instead of the academic distress commission, is responsible for
approving the district's budget and expenditures.)

The act makes several changes in the law regarding the operation of an
academic distress commission.

M ember ship appointment and compensation

The bill specifies that the two members appointed by the district board
president must be residents of the district. It also adds that the members of the
commission serve at the pleasure of their appointing authority during the life of
the commission. A vacancy must be filled within 15 days. The members serve
without compensation, but are to be paid by the commission for their necessary
and actual expensesincurred doing the business of the commission.

Conflicts of interest

The bill requires the members of an academic distress commission to file
financial disclosure statements in the same manner as a state or local government
official or a candidate for office. The statement generally is confidential, subject
to review by the appropriate ethics commission.
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New operating procedures

The bill adds numerous new operating procedures as follows:

(1) When an academic distress commission is established, the
Superintendent of Public Instruction must provide written notice to the district
board and request the board's president to submit the names of the president's
appointees. Both the Superintendent of Public Instruction and the board president
are to make their appointments within 30 days after the Superintendent's notice to
the board.

(2) The Superintendent of Public Instruction must call the first meeting of
the commission. The first meeting must include an overview of the commission's
roles and responsibilities, and the requirements of the state Ethics Law and the
Open Meeting Law. The commission also must adopt temporary bylaws at itsfirst
meeting until the adoption of permanent bylaws.>’

(3) The Superintendent of Public Instruction must designate a chairperson
for the commission from among the members appointed by the Superintendent.
The chairperson is required to call and conduct meetings, set meeting agendas, and
serve as a liaison between the commission and the district board. The chairperson
also must appoint a secretary, who may not be a commission member.®

(4) The Department of Education must provide administrative support for
each commission.

(5) Commission members are not personally liable or subject to any suit,
judgment, or claim for damages resulting from the exercise of or failure to
exercise their powers, duties, and functions.

(6) Commission meetings are subject to the state Open Meetings Law.

Academic recovery plan

Each commission, within 120 days after its first meeting, must adopt an
academic recovery plan for the school district, which must be approved by the
Superintendent of Public Instruction prior to its implementation. The plan must
include all of the following:

®" The bill specifies that the temporary and permanent bylaws are not subject to the state
Administrative Procedure Act.

°8 Three members constitute a quorum.
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(1) Short-term and long-term actions to be taken to improve the district's
academic performance;

(2) The sequence and timing of those actions;

(3) Resources that will be applied toward improvement efforts,

(4) Procedures for monitoring and evaluating improvement efforts;
(5) Reporting requirements.

The bill requires the commission to update the plan at least annually. It
also directs county, state, and school district officers and employees to "assist the
commission diligently and promptly in the implementation of the academic
recovery plan."

Penaltiesfor reporting inaccurate EMI S data

(R.C. 3301.0714(J) and (L))

Background--current law

The Education Management Information System (EMIS) is a statewide
electronic database on students, school staff, districts, and buildings. The
Department of Education uses EMIS data to calculate payments to and to monitor
the performance of districts and schools.

Currently, if the Department determines that a school district or community
school has failed to meet an EMIS report or correction deadline or reports data that
indicates the district or school did not make a good faith effort in reporting data,
the Department must send a report of the district's or school's actions. Upon
making a report for the first time in a fiscal year, the Department must withhold
10% of the total amount of state funds due to the district or school for that fiscal
year. Upon making a second report in afiscal year, the Department must withhold
an additional 20% of the total amount due during that fiscal year. The Department
cannot release the withheld funds unless it determines that the district or school
has taken corrective action within 45 days after the Department made its report.

New sequential actions authorized under the bill

The bill replaces the current penalties with a specified series of sequential
actions that the Department may take if it determines that a district, community
school, educational service center, or other educational entity reports incomplete
or inaccurate data, reports data that does not conform to data requirements and
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descriptions published by the Department, fails to report data in a timely manner,
or otherwise does not make a good faith effort to report data.

First, the Department may require the entity to review its data submission
and submit corrected data. Second, it may withhold up to 10% of the entity's state
payments for the fiscal year and require the entity to develop a corrective action
plan. Third, it may withhold an additional 20% of the entity's state payments for
the fiscal year. Fourth, the Department may direct Department staff or an outside
organization to investigate the entity's data reporting practices and make
recommendations for further penalties. Those recommendations may include
withholding an additional 30% of the entity's state payments. The
recommendations also may include issuing a revised report card for the entity.> If
the Department takes an action against an entity, the Department must make a
report of the circumstances that prompted the action and send a copy of the report
to the district or service center superintendent (or chief administrative officer in
the case of acommunity school or other educational entity) and maintain a copy of
thereport initsfiles.

If the Department withheld funds and it is later satisfied that the entity has
corrected the reporting problem, it may release some of those funds. The bill also
specifies that the withholding of funds may be appealed in accordance with the
Administrative Procedure Act (R.C. Chapter 119.). However, it also states that, in
al cases of a disagreement between the Department and an entity regarding the
appropriateness of an action taken, the burden of proof is on the entity to
demonstrate that it made a good faith effort to report data.

School district and building performance ratings

(R.C. 3302.03)

The bill limits the highest academic performance rating a school district or
building may receive based on the percentage of its students who do not take all
required achievement tests. A district or building may be rated:

(1) No higher than "continuous improvement,” if 10% to 15% of the
students are not tested;

(2) No higher than "academic watch," if more than 15% but not more than
20% of the students are not tested; and

%9 Prior to issuing a revised report card, the Department may hold a hearing, conducted by
areferee appointed by the Department, so the entity may seek to demonstrate a good faith
effort to report data.

IB Legislative Service Commission -121- Am. Sub. H.B. 119



(3) No higher than "academic emergency,” if more than 20% of the
students are not tested.

However, the bill exempts from these limitations community schools in
which a majority of the students are enrolled in a dropout prevention or recovery
program.

Background

Each city, exempted village, and local school district and each community
school is required to administer the applicable state achievement tests to all
students annually. Certain alternative assessments may be administered to some
disabled students, and limited English proficient students who have been enrolled
in the U.S. for less than one full school year may be excused from taking the
reading or writing tests. The state achievement tests are as follows: reading test
for each of grades 3 through 8 and grade 10; writing test for grades 4, 7, and 10;
mathematics test for each of grades 3 through 8 and grade 10; science test for
grades 5, 8, and 10; and social studiestest for grades 5, 8, and 10.%°

Based largely on student test scores, the Department of Education annually
rates the performance of each district and building (including most community
schools). The five classes of performance are: "excellent," "effective," "in need
of continuous improvement,” "academic watch," and "academic emergency." A
district or building is rated by (1) meeting or not meeting specified state standards
(75% student proficiency on all state achievement tests administered, 93%
attendance rate, and 90% graduation rate), (2) attaining a specified performance
index score, or (3) making or not making "adequate yearly progress' (AYP) on
state achievement tests among specified subgroups of test takers. As required
under federal law, no district or building may make AYP, first, unless 95% of the
students in a subgroup required to take a test actually take the test, and, second,
unless a specified percentage of each subgroup of test takers attains scores set by
the Department.

Currently, in calculating a district's or building's performance index, the
Department gives weight to the number of students the district or building was
supposed to test but did not. Such a student count as a "zero" in determining the
performance index. However, in determining whether a district or building met a
state performance standard, the Department considers only those students that
actually took a required test and does not weight against the district or building
any student who was supposed to take a test but did not. The bill takes these

60 R.C. 3301.0710 and 3301.0711, neither section in the bill. Some of these tests are
required under the federal No Child Left Behind Act.
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students into account by specifying that the percentages of students required to
take a test but who did not be considered in determining the overall performance
rating of adistrict or building.

Correction of graduation rate

(Section 269.60.90)

The bill allows school districts to correct inaccurate graduation data
reported to the Department of Education through the Education Management
Information System (EMIS) (see "Penalties for reporting inaccurate EMI S data"
above). Specificaly, if a district mistakenly reported data that showed a 0%
graduation rate for the 2005-2006 school year for the district or any district
building, and the district notified the Department of the error by June 30, 2007, the
Department must allow the district to correct the graduation rate. Also, the
Department must include the corrected graduation rate on the August 2007 report
card issued for the district and any building affected by the error.

OGT testing requirementsfor foreign exchange students

(R.C. 3313.615)

Under continuing law, to qualify for a diploma from a public or chartered
nonpublic high school, students generally must (1) complete the high school
curriculum and (2) pass the five Ohio Graduation Tests (OGT) in reading, writing,
math, science, and socia studies.®® Foreign exchange students who meet the
curriculum and testing requirements for graduation may receive a diplomafrom an
Onhio high school. However, unlike other students, foreign exchange students are
exempt from passing the social studies portion of the OGT if the student (1) is not
a U.S citizen, (2) is not a permanent resident of the United States, and (3)
indicates no intention to reside in the United States after high school.®? Under
current law, foreign exchange students also may satisfy the alternative testing
conditions for a diploma, which are designed for students who pass all but one
portion of the OGT (see below). But since foreign exchange students are exempt
from passing the socia studies test, they need only pass three of the remaining
four tests to qualify for adiplomaunder the alternative conditions.

The bill prohibits a foreign exchange student from qualifying for a high
school diploma under the alternative testing conditions, unless the student passes

61 See R.C. 3313.61, 3313.611, 3313.612, 3314.03(A)(11)(f), and 3325.08 (none in the
bill).

®2 R.C. 3313.61(H) and 3313.612(B)(2).
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the socia studies test. In other words, the student must forgo the exemption from
the social studies test. Furthermore, the student cannot use the social studies test
as the one test for which the student fails to attain a passing score. |If the student
passes the social studies test but fails only one of the other subject area tests, the
student may qualify for a diploma under the aternative conditions.

Background

The alternative testing conditions for a diploma apply only to students who
pass al but one portion of the OGT and fail that one test by ten points or less. A
student in this situation may still receive a diploma under the following conditions:

(1) The student has a 97% attendance rate in each of the last four school
years and no expulsions during that time;

(2) The student has a grade point average of at least 2.5 out of 4.0 in the
subject area of thefailed test;

(3) The student completes the high school curriculum requirements,

(4) The student has taken advantage of school-sponsored intervention
programs in the subject area of the failed test and has a 97% attendance rate in any
of those programs that have been provided outside of the normal school day,
week, or year, or the student has received comparable intervention services from
another source; and

(5) The student's high school principal and each of the student's high
school teachers in the subject area of the failed test recommend that the student
graduate.

Shipping date of elementary achievement tests

(R.C. 3301.0711)

Under current law, each school district board must submit the state
elementary achievement tests to the scoring company not later than the Friday
after the tests are administered.

The bill changes the submission dates depending on the size of enrollment
in the school district. Districts with a total enrollment of less than 2,500 must
continue to submit their tests by the Friday after they are administered. Districts
with enrollments of 2,500 or more, but less than 7,000, must submit their tests by
the Monday after they are administered. Districts with enrollment sizes of 7,000
or more must submit their tests by the Tuesday after the tests are administered.
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Redacted achievement test questions

(R.C. 3301.0711(N)(4) (b))

Continuing law prescribes that state achievement tests become public
records after their administration, but the Department of Education is permitted to
redact from the public record field test questions (used to determine if they are
appropriate for future tests) and anchor questions (used to compare different
versions of the same test). These questions are not used to compute student
scores. Of the elementary achievement tests, the law also specifies that not less
than 40% of the questions that are used to compute student scores must be public
records. Thus, athough a test becomes a public record after administration, a
number of questions may be redacted to protect them for future re-use.

For each redacted question from an elementary achievement test that is not
a field test question, the bill requires the Department to provide each school
district with the state academic content standard and corresponding benchmark
that relates to that question.

Physical education standards

(R.C. 3301.0718; Section 269.60.80)

Under current law, the State Board of Education is not allowed to adopt or
revise any standards or model curricula in the area of physical education unless
they are approved through a concurrent resolution approved by both houses of the
General Assembly. Before the House or Senate votes on a concurrent resolution,
its Education Committee must conduct at least one public hearing on the
standards, curriculum, or revisions.

The bill eliminates the requirement that physical education standards and
model curricula are subject to approval by concurrent resolution of the General
Assembly. It requires that by December 31, 2007, the State Board of Education
must adopt the most recent standards for physical education in grades K to 12
developed by the National Association for Sport and Physical Education or adopt
its own physical education standards in those grades. Any school district or
community school may utilize the standards, but none is required to use them.

The hill aso requires the Department to employ a full-time physical
education coordinator by October 31, 2007, to provide guidance and assistance to
school districts in implementing the standards. The Superintendent of Public
Instruction must determine that the person employed as the coordinator possess
the adequate combination of education, license, and experience to be considered
qualified for the position.
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Finally, the bill requires that each school district, community school, and
chartered nonpublic school report to the Department the number of minutes per
week and the number of classes per week of physical education provided to
studentsin each of grades K to 8 in the 2006-2007 school year and scheduled to be
provided to those students in the 2007-2008 school year. The reports are due
October 31, 2007.

Chartered nonpublic school closing notice

(R.C. 3301.162 and 3317.06(N))

The bill requires the governing authority of a chartered nonpublic school to
notify the Department of Education, the school district that receives state auxiliary
services funding on behalf of the school's students, and the accrediting association
that most recently accredited the school if the governing authority intends to close
the school. The notice must include the school year and, if possible, the actual
date the school will close.

The bill also requires the chief administrator of each chartered nonpublic
school that closes to deposit the school's records with either (1) the school's
accrediting association or (2) the school district that received state auxiliary
services funding on behalf of the school's students. In addition, the bill alows the
school district that receives the records to charge a one-time reimbursement from
auxiliary services funding for costs the district incurs to store the records.

Auxiliary services funds

(R.C. 3317.06)

Under current law, school districts receive state "auxiliary services'
funding to pay for secular textbooks and other materials and services for students
attending chartered nonpublic schools within the district.®®* The bill requires a
school district to label materials, equipment, computer hardware or software,
textbooks, and electronic textbooks purchased or leased with auxiliary services
funds for loan to a chartered nonpublic school, acknowledging that the items were
purchased or leased with state funds. However, the district is not required to label
such materials that the district determines are consumable in nature or have a
value of less than $200.

The bill also adds social work to the list of services that may be provided to
chartered nonpublic school students in addition to guidance and counseling
services, which are already required under current law.

®3 R.C. 3317.024(1), not in hill.
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Per pupil cap on nonpublic administrative cost reimbursement

(R.C. 3317.063)

Under current law, the Superintendent of Public Instruction annually
reimburses each chartered nonpublic school for administrative and clerical costs
they incur from complying with state mandates. The limit for the reimbursement
paymentsis $275 per pupil. The bill increases the cap to $300.

Update of special education statutory language

(R.C. 3323.01 to 3323.20 and 3323.30; conforming changes in R.C. 3301.011,
3301.07, 3301.0714, 3301.12, 3310.41, 3310.51 to 3310.63, 3311.51, 3311.521,
3313.532, 3313.64, 3313.841, 3313.843, 3313.97, 3313.974, 3313.977, 3313.978,
3313.98, 3313.983, 3314.06, 3314.061, 3314.08, 3314.083, 3317.01, 3317.013,
3317.02, 3317.022, 3317.023, 3317.03, 3317.031, 3317.032, 3317.05, 3317.051,
3317.052, 3317.06, 3317.07, 3317.08, 3317.15, 3317.16, 3317.19, 3317.20,
3317.201, 3321.03, 3325.011, 3325.02, 3327.01, 3327.16, 4513.241, 4731.053,
5123.012, 5126.04, 5126.041, 5126.05, and 5126.12)

The bill updates statutory language regarding the provision of specia
education and related services for children with disabilities to align with federal
law. Among other technical changes, the bill changes the terms "handicap” ©
"disability,” "handicapped child" to "child with a disability," and "handicapping
condition" to "disabling condition" or "disability" as they are used throughout the
Revised Code. The revised terms conform to those used in federal law.

The bill aso revises much of the statutory language describing how those
services and a "free appropriate public education” must be provided by public
schools. For example, the bill revises the itemized list of contents of a child's
"individualized education program” and the due process procedures available for a
parent or child to challenge the content or implementation of that individualized
education program. Again, the changes reflect current federal law and largely are
not substantive. Moreover, since compliance with federal law regarding special
education is aready required of public schools under the Individuals with
Disabilities Education Improvement Act of 2004 (and its predecessor acts), the
bill's changes do not appear to require any alteration in the delivery of those
services.

For more information about a school's special education responsibilities
under federal law, see '‘Background" under "Special Education Scholarship Pilot
Program" above.
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Stipend for National Board certified teachers

(R.C. 3319.55)

Under continuing law, public and chartered nonpublic school teachers who
hold valid certificates issued by the National Board for Professional Teaching
Standards are eligible for annual state-funded stipends. Under current law, the
amount of the stipend is $2,500 for any teacher who was accepted as a candidate
for certification or licensure by the National Board by May 31, 2003, and was
issued a certificate or license by December 31, 2004. The amount of the stipend
for other teachers who have been issued a certificate or licenseis $1,000.

The bill sets the stipend amount at $2,500 for all teachers who have been
issued a certificate or license by the National Board. It also eliminates the
requirement for teachers to submit evidence of the date they were accepted into
the certification program when applying for the stipend, because the amount of the
stipend would no longer be determined according to the date of certification.

Background

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. The certificates are valid for ten years, but can be renewed for an
additional ten-year period. The state stipend is available only during the first ten-
year certification. If state funds appropriated for the stipend are insufficient to pay
the full stipend to all eligible teachers, the stipend amounts must be pro-rated.

Appeals of student suspensions and expulsions

(R.C. 3313.66 and 3313.661)

School district boards are required to adopt and post codes of conduct for
their students. State law authorizes suspension of a student from school for up to
ten days for minor infractions and expulsion from school for more than ten days
for more serious violations. Some conduct, such as carrying or possessing a gun
or knife at school, making a bomb threat, or causing serious property damage or
personal injury while at school generally may result in an expulsion of one full
year. The law also prescribes due process procedures that must be followed by
school administrators and boards. In general, due process requires notice and a
chance to be heard prior to, or sometimes after, deprivation of the right to attend
school. The decision to suspend or expel a student may be appealed to the district
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board, and the board's decision can be appealed to the appropriate court of
common pleas.®

The bill specifies that in developing its required student discipline policy,
each school district board must state the date and manner by which a student or a
student's parent, guardian, or custodian may notify the board of intent to appeal an
expulsion or suspension to the board. The bill further specifies that, in the case of
an expulsion, the policy must not prescribe a deadline for notice of appeal that is
less than 14 days after the date the notice of intent to expel was provided to the
student, parent, guardian, or custodian.

| ntervention specialists

(R.C. 3323.11)

The bill changes the term "special education teachers' to "intervention
specialists’ in the special education law. The latter term is consistent with the
State Board of Education's educator licensing rules.

Transfer of adult career-technical programsto Board of Regents

(Section 269.60.30)

The bill directs the Board of Regents, in collaboration with the Department
of Education, to identify which "adult career-technical education programs" to
transfer from the Department to the Board of Regents to better align Ohio
workforce education to improve the overall quality of adult education and training
offerings. The Chancellor of the Board or Regents must develop a plan in
consultation with the Department and identified programs by July 1, 2008. The
movement of the selected programs must be completed by January 1, 2009. The
bill authorizes the Director of Budget and Management to transfer budgetary
appropriations to reflect the reorgani zation.

® However, discipline of adisabled student is controlled by federal law. Under that law,
a student may not be removed from the classroom prescribed in the student's
individualized education program for more than ten cumulative days in a school year
without a federally prescribed due process hearing. A school district may change a
disabled student's placement to an appropriate interim alternative educational setting
pending that hearing in some circumstances. Generally, the longest term that a disabled
student may be removed from the classroom is 45 days. (20 U.S.C. 1415.)
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Agricultural education

(R.C. 3303.23)

The bill requires the Superintendent of Public Education to appoint a
Director of Agricultural Education within the Department of Education. The
Director is responsible for disseminating information on agricultural education to
school districts.  In addition, the bill requires the Department to maintain an
"appropriate” number of full-time employees focusing on agricultural education.
The bill does not specify an exact number of employees, but requires that at |east
three of those employees be program consultants who provide regional assistance
to school districts. One consultant may coordinate local Future Farmers of
America activities.

Ohio Core curriculum

Ohio Core Certified school districts and community schools

(R.C. 3302.03(C)(9))

In the years before the Ohio Core becomes mandatory, the bill requires the
Department of Education to display the designation of "Ohio Core Certified
School District" or "Ohio Core Certified Community School” on the report card
for each school district or community school that submits evidence satisfactory to
the Department that, in the school year to which the report card pertains, the
district or school both:

(1) Offered al components of the Ohio Core curriculum for its high school
students;®® and

(2) Applied the requirement to complete two semesters of fine arts between
grades 7 and 12.

The Department must display the designation on report cards published in
2008 through 2013 for the 2007-2008 through 2012-2013 school years. (With

®5 Under R.C. 3313.603, the 20-unit Ohio Core minimum curriculum consists of: 4 units
of English; %2 unit of health; 4 units of math, including Algebra Il; %2 unit of physica
education; 3 units of science with "inquiry-based laboratory experience,” including 1 unit
of physical science, 1 unit of biology (changed in this bill to "life sciences'), and 1 unit of
advanced study in the sciences; 3 units of socia studies, including %2 unit of American
history, %2 unit of American government, and integrated economic and financia literacy;
and 5 units consisting of any combination of foreign language, fine arts, business, career-
technology, family and consumer science, technology, agricultural education, or English,
math, science, or socia studies courses not otherwise required.
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some exceptions, the Ohio Core is first mandatory for students graduating in
2014.) The Department must also list on the Department's web site school districts
and community schools that are designated as Ohio Core Certified.

Biology
(R.C. 3313.603)

Under current law, the Ohio Core curriculum requires that a student take
three units of science including one unit of biology to graduate. The bill changes
that requirement to one unit of "life sciences.” "One unit" means a minimum of
120 hours of course instruction, or 150 hours for alaboratory course.

Regional transportation collaboration study

(Section 269.20.83)

The bill requires the Department of Education, by December 31, 2008, to
report to the Genera Assembly recommendations for enhancing regional
collaboration among school districts, educational service centers, community
schools, and nonpublic schools in the provision of pupil transportation. The report
specifically must include a consideration of the role of educational service centers
in the provision of transportation. In conducting its study, the Department must
consult with the State Regional Alliance Advisory Board of the Educational
Regional Service System.

Transportation of nonpublic school students

(R.C. 3327.05)

Generally, school districts may not transport students who reside in other
districts. However, current law does permit a district to transport another's
resident nonpublic high school student if the student's resident district does not
provide transportation for public school students of the same grade as the student.
In that case, the student's parert must agree to reimburse the district for the cost of
transporting the student beyond the amount paid by the state.

The bill amends that provision to permit a district to transport another
district's resident student of any grade level (not just high school) to the student's
nonpublic school if the reason the resident district does not provide transportation
is because the travel time is more than 30 minutes. It also provides that, if a
district declines a parent's request for transportation, the district must state in
writing its reasons for declining the request. If a district agrees to provide
transportation, the bill specifically states that the district may count the student in
the district's transportation ADM (ridership count) and, therefore, may receive a
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state payment for transporting the student. It continues to require the student's
parent to pay the excess costs, if any, for transporting the student.

Tuition for a child placed by a juvenile court

(R.C. 2151.362, 3313.64, and 3323.01)

Background

Every child is entitled to attend school free of tuition in at least one school
district in the state. Generally, any child may attend school free of charge in the
school district in which the child's parent lives. A child is entitled to attend school
in the district in which the child (and not the child's parent) resides if:

(1) The child is in the legal custody of a government agency or some
person other than the child's parent;

(2) The child resides in an institution, group home, foster home, or other
licensed residential child care facility;

(3) The child requires special education services that are provided by that
district; or

(4) The child's parent isinstitutionalized.®®

In these cases, another school district or other entity usually must pay
tuition on behalf of the child to the school district that is educating the child. Most
often, the district in which the child's parent resides (or last resided, if the parent's
current whereabouts is unknown) is responsible to pay the cost of educating the
child.®’

Currently, when a juvenile court removes a child from the parent's custody
and places that child in the custody of some other person or a government agency,
the court is required to determine which school district is responsible for paying
the cost of educating that child while in the custody of that person or agency. The
court's determination must be based on the parent's residence, as described above.
Under law in effect prior to June 30, 2006, the district named in the court's order
remained responsible for paying the cost of educating the child for as long as the
child was in the custody of the person or government agency also named in the
order. But under amendments effective on that date, the juvenile court, upon

% R.C. 3313.64 and 3313.65 (the latter section not in the bill).

®7 R.C. 3313.64(C) and 3313.65(D).
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recommendation from the Department of Education, may change the responsible
school district when the residency of the child's parent changes.

Thebill

The bill provides, instead, for the juvenile court to make the initial
determination of which district is responsible to the pay the cost of educating a
child placed by the court, as it does under current law, but leaves to the
Department of Education to directly determine if a later change in responsible
district is warranted. The Department is required to make this new determination
if it is satisfied by evidence provided by the district currently named that the
residence of the child's parent has changed. Asunder current law, the bill provides
that if the Department cannot determine any Ohio district in which the parent
currently resides or has resided, the district designated in the initial court order, or
in the Department's most recent determination, must continue to bear the cost of
educating the child.

It appears that under the bill the juvenile court does not have to reopen a
child's custody case each time the child's parent changes residence, which it might
have to do under current law in order to "modify" its order relative to the district
responsible for paying. The bill specifies that in its initial order, the court must
state that the determination of which district is responsible to bear the cost of
educating the child is subject to "re-determination” by the Department. It is not
clear, however, if the Department has the authority to make that re-determination
in the instance of an existing order issued prior to the bill's effective date that
would not contain that statement.

School district territory transfers

(R.C. 3311.24)

Under current law, the board of education of a city, local, or exempted
village school district, at its own initiative, may submit to the State Board of
Education a proposal to transfer some of the district's territory to an adjoining
school district. Also, if adistrict board receives a petition proposing a transfer of
territory, and the petition is signed by a number of that territory's voters equal to
75% of the territory's residents who voted in the last general election, the district
board must submit the proposal to the State Board.

The bill allows real property owners likewise to petition for a transfer to an
adjoining district if no voters reside in the territory proposed for transfer. The
petition must be signed by 75% of the owners of property within the territory. The
district board must submit the petition to the county auditor to determine the
sufficiency of the signatures. If the signatures are sufficient, the district board
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must submit the proposal to the State Board. If the State Board approves the
transfer, as under current law, the transfer cannot be completed until: (1) the
receiving district's board accepts the transfer by passing a resolution, (2) the
transferring district board makes "an equitable division of the funds and
indebtedness between the districts," and (3) the receiving district files an accurate
map of the transferred territory with the county auditor of each affected county.

Disposal of school district real property

(Section 269.70.10)

The bill permits a school district to sell real property by private sale to a
community action agency that operates an early childhood education program, in
lieu of offering the property for sale at public auction, or to a community school,
or to another government entity, as otherwise required by law, if all of the
following conditions are met:

(1) The district is a"local" school district (i.e., it is not a city or exempted
village district);

(2) Thedistrict is a countywide school district, in that it comprises most of
the territory of one county, and most of the district's territory liesin one county;

(3) The district is abandoning the property because it is acquiring new
facilities through one or more state-assisted classroom facilities programs,

(4) The property is suitable for use by the community action agency for its
early childhood education program and for other operations of the agency; and

(5) The saleiscompleted on or before February 29, 2008.

I mplementation of Centralized Public School Employee Health Care Plans

(R.C. 9.833, 9.90, 9.901, 3313.202, 3313.33, 4117.03, and 4117.08; Section
207.10.10; and Section 611.03 of Am. Sub. H.B. 66 of the 126th Generd
Assembly)

Current law, as enacted by Am. Sub. H.B. 66 (biennial budget act) of the
126th General Assembly, established the School Employees Health Care Board to
design life and medical insurance plans to be used by all persons employed by
Ohio's public schools. However, the effective date of the requirement for public
school employees to use Board medical plans and the grant of administrative
authority to the Board, including the authority to solicit bids for coverage from
private companies and to contract for services with state agencies other than the
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Department of Administrative Services, was delayed pending future and specific
confirmatory action by the General Assembly.

The bill provides for the implementation of the delayed provisions in Am.
Sub. H.B. 66 of the 126th General Assembly relative to health care plans for
public school employee personnel. In addition to such action, the bill makes
substantial changes to the health care plan program.

Function of the School Employees Health Care Board

(R.C. 9.901)

The bill eliminates the requirement that public school districts provide to
their employees health care benefits designed by the School Employees Health
Care Board. The hill also eliminates the authority of the Board to develop,
approve, or implement centralized health care plans and a requirement that the
districts pay premiums to the Board and the School Employee Health Care Fund to
support such school employee health care benefit coverage.

Instead, the bill requires the Board to adopt a set of standards to be termed
"best practices’ to which all the employee health care plans of a public school
district and any combinations of public school districts must adhere once those
standards are released by the Board. The bill authorizes the Board to adopt rules
to enforce the Board's best practices standards.

Under the bill, the Board is required to oversee school districts
implementation of each district's health care plans including monitoring the
district's adherence to best practices standards, providing educational outlets and
consultation, requiring that the cost and design elements of the plans be
transparent and available to the public, and promoting the cooperation of all
organizations involved to identify the elements necessary for successful
implementation of this program. Any consultants with which the Board contracts
would be permitted to analyze current health care plans offered by public school
districts and make recommendations rather than as originally required to address
certain issues for the purpose of developing mandatory plans.

Under the bill, the money appropriated to support the School Employee
Health Care Board goes directly to the Board to be spent for all purposes approved
under the program and permits the Board to employ staff as necessary.
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School Employees Health Care Board

(R.C. 9.901)

The bill expands the membership of the School Employees Health Care
Board from nine to twelve members, with the appointment of three additional
members who represent nonadministrative employees of a public school district.
The Governor, the President of the Senate, and the Speaker of the House of
Representatives each appoint one nonadminstrative employee to the Board.

The bill provides for continuation of the terms of the current and new
members of the Board until December 31, 2010, and provides for compensation
for the members according to the Department of Administrative Services pay
ranges for boards pursuant to section 124.15 of the Revised Code. Raher than the
current minimum of four meetings per year, the bill requires the Board to meet at
least nine times ayear. The bill also makes certain additional specifications about
the public character of the Board's records and meetings.

New audit duties

(R.C. 9.901)

The bill imposes certain new audit requirements. It specifies that the
Auditor of State must audit the Board as well as, upon request, furnish to the
Board copies of audits of public school districts and consortia already performed
by the Auditor. The Superintendent of Insurance annually must evaluate the
performance of the School Employee Health Care Board best practices and submit
the results to the Governor and the General Assembly. In addition, the
Superintendent must include in the audits of any health care plan of a school
district, consortia, or council of governments for which the Superintendent has
jurisdiction a determination of the plan's adherence to best practices standards.

Other changes

(R.C. 9.833 and 9.901)

The bill removes school districts from the definition of a "political
subdivision" and specifies that charter schools are not included as public school
districts for the purposes of section 9.901 of the Revised Code.

The bill makes other definitional and terminology changes that do not
appear to have a substantive impact.
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| ssuance of securities by certain qualifying Councils of Governments

(R.C. 167.10, 167.101, 167.102, 167.103, 167.104, and 167.105)

Under current law, the governing bodies of any two or more counties,
municipal corporations, townships, special districts, school districts, or other
political subdivisions may enter into an agreement with each other, or with
governing bodies of any such political subdivisions in other states, for the
establishment of a regional council consisting of those political subdivisions. A
council, once established, has authority to do various things that focus on
cooperation between the various political subdivisions, the state, and federa
government. Some of those things include, for example, (1) cooperation regarding
common governmental problems including matters affecting health, safety,
welfare, education, economic conditions, and regional development, (2) public
facility project planning, and (3) performing functions and duties that are
performed by members of the council.

A council, once established, may also serve as an information technology
center, which is a component of the Ohio Education Computer Network
administered by the Department of Education. A center receives funds
administered by the Department to provide computer services to local, exempted
village, city, and joint vocational school districts and educational service centers.

Acquisition, construction, and improvement of property for the benefit of
a qualifying council

(R.C. 167.10(A)(1) and (B))

The bill provides that a qualifying council may acquire, construct, and
otherwise improve real and personal property to be used by or for the benefit of
the qualifying council or one or more of its members. Under the bill, a"qualifying
council" is defined to mean aregional council of governments to which both of the
following apply: (1) the council's membership is composed primarily of city,
local, and exempted village school districts, or any combination of such districts,
and (2) the council is an information technology center.

Financing the acquisition, construction, or improvement

(R.C. 167.10(A)(2) and (B) and 167.101)

A qualifying council may finance the acquisition, construction, or
improvement of property by cash, installment payments with or without a
mortgage, lease-purchase agreements, or leases with an option to purchase. The
qualifying council may also issue securities, which are defined under the bill to
mean bonds, notes, or other evidence of obligation issued in temporary or
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permanent form, including book-entry securities. The securities may be secured
only by (1) apledge of and lien on the revenue of the qualifying council, or such
lesser portion of the revenue as may be designated by the council, whether derived
from agreements with its members and other persons or from its ownership or
operation of any property, including available rates, charges, rents, interest
subsidies, debt charges, grants, or payments by federal or state agencies, but
excluding funds received by the qualifying council for being an information
technology center, and (2) covenants of the qualifying council to maintain rentals,
rates, and charges to produce revenue sufficient to (a) pay all the current expenses
of the property financed with the securities proceeds, (b) pay the securities' debt
charges, and (3) establish and maintain any contractually required special funds
relating to the securities or the property acquired, constructed, or improved.

The qualifying council also may issue securities to fund or refund the
property acquisition, construction, or improvement securities and in anticipation of
any of the proceeds of those securities.

Nature of the securities

(R.C. 167.102)

Securities issued for the acquisition, construction, or improvement of real
and personal property to be used by or for the benefit of the qualifying council or
one or more of its members are special obligation securities and are not general
obligations of the state, the issuing qualifying council, the members of the issuing
qgualifying council, or any political subdivision of the state. The securities do not
constitute debt for which the full faith and credit of the state or those subdivisions
may be pledged. The holders or owners of the securities have no right to have
money raised by taxation by the state or any political subdivision of the state
obligated or pledged, and money so raised cannot be obligated or pledged, for the
payment of principal or interest or premium on the securities, and each security
must bear on its face a statement to that effect. Money received by the qualifying
council from member governments of the council and the various other amounts
recelved to support the council are not considered money raised by taxation under
the bill.

Security maturity and applicable law

(R.C. 167.104 and 167.105)

The bill provides that the maximum maturity of the securities is governed
by the Uniform Public Securities Law. That law sets out a schedule of maturities
for securities depending on the reason for which they were issued that ranges from
five years (new motor vehicles) to 50 years (the clearance and preparation of real
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property for redevelopment as an urban development project, for example). The
bill provides that, other than the Miscellaneous Bond Law (i.e., R.C. 9.98 to
9.983) and the provisions of the bill, the securities issued to acquire, construct, and
otherwise improve real and personal property to be used by or for the benefit of
the qualifying council or one or more of its members are not subject to any other
provision of the Revised Code governing the issuance of securities by the state, its
agencies, or any political subdivision of the state.

Authority to execute necessary documents

(R.C. 167.103)

The bill provides that the officers authorized by a qualifying council issuing
securities to acquire, construct, and otherwise improve real and personal property
to be used by or for the benefit of the qualifying council or one or more of its
members must execute the necessary documents to provide for the pledge,
protection, and disposition of the pledged revenues from which debt charges and
any specia fund deposits are to be paid. Those necessary documents include the
Issued securities, trust agreements, leases, and other financing documents.

Creation and operation of a student special services district (SSSD)

(R.C. 3313.82)
Creation

The bill permits the boards of education of two or more city, local, or
exempted village school districts, by adopting identical resolutions, to enter into
an agreement creating a student special services district (SSSD) to fund one or
both of the following for students enrolled in those school districts and their
immediate family members: (1) special education services and (2) behavioral
health services for persons with special needs. An SSSD's territory must be
composed of the combined territories of the member districts.

Board of directors

A board of directors must govern each SSSD. The superintendent of each
school district that is an SSSD member must serve on the board of directors. The
agreement must provide for the terms of office of directors. Directors are to
receive no compensation, but will be reimbursed, from the SSSD's special fund,
discussed below, for the reasonable and necessary expenses they incur in
performing their SSSD duties. The agreement must also provide for the conduct
of the board's initial organizational meeting and for the frequency of subsequent
meetings and quorum requirements. At its first meeting, the board must designate
from among its members a president and secretary in the manner provided in the
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agreement. The agreement also must require the board to designate a permanent
location for its offices and meeting place, and may provide for the person or
organization contracted with to provide services as discussed below to use the
facilities and property.

Provision of services

Services funded by an SSSD must be available for all students enrolled in
the member school districts and their immediate family members. To provide
those services, the board of directors may provide for the hiring of employees or
may contract with one or more entities. An entity contracted with to provide
behavioral health services must be a qualified nonprofit, nationally accredited
agency to which all of the following apply:

(1) The agency is licensed or certified by the Departments of Mental
Health, Job and Family Services, and Alcohol and Drug Addiction Services,

(2) The agency is chartered by the Department of Education and provides
services to persons diagnosed with autism;

(3) The agency provides school-based behavioral health services.

Status and authority of SSSD and board of directors

Each SSSD board of directorsis a body corporate and politic, is capable of
suing and being sued, is capable d contracting to the extent described in this
analysis and the agreement governing each SSSD, and is capable of accepting
gifts, donations, bequests, or other grants of money for use in paying its expenses.

The bill also provides the following with respect to SSSDs:

An SSSD is a public office and its directors are public officials with
respect to Ohio law granting the Auditor of State authority to
conduct audits of public offices;

The board of directors is a public body under Ohio's open meetings
law;

The records of the board and of the SSSD are public records under
Ohio's public records law;

An SSSD is a political subdivision for purposes of Ohio law
governing political subdivision tort liability.
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Officers

The agreement must provide for appointment of a fiscal officer. The
agreement must specify the length of time that the fiscal officer is to perform the
officer's duties and whether the officer may be reappointed upon the completion of
aterm. The legal advisor for the SSSD is the prosecuting attorney of the most
populous county containing a school district that is a member of the SSSD. The
fiscal officer and prosecutor are not to receive compensation for performing their
duties, but the agreement may provide for each to be reimbursed for reasonable
expenses of performing their duties from the SSSD's special fund discussed below.

The prosecutor is required to prosecute all actions against a member of the
board of directors for malfeasance or misfeasance in office and is to be the legal
representative of the board or the directorsin all civil actions brought by or against
them.

Procuring liability insurance

The board of directors must procure a policy or policies of insurance
insuring the board, the fiscal officer, and the prosecuting attorney against liaoility
on account of damage or injury to persons and property. Before procuring the
insurance the board must adopt a resolution setting forth the amount of insurance
to be purchased, the necessity of the insurance, and a statement of its estimated
premium cost. The insurance must be procured from one or more recognized
insurance companies authorized to do business in Ohio. The cost of the insurance
must be paid from the SSSD's special fund discussed below.

Changes to and dissolution of the SSSD

Amendment. The agreement creating an SSSD may be amended pursuant
to terms and procedures mutually agreed to by the member boards of education.

New members. The board of education of a school district having a
majority of its territory in the county may join an existing SSSD by adopting a
resolution requesting to join and upon approval by the member boards of
education of the SSSD. If atax islevied in the SSSD as discussed below, a board
of education may join the SSSD only after a majority of qualified electorsin the
school district voting on the question vote in favor of levying the tax throughout
the school district. A board of education joining an existing district has the same
powers, rights, and obligations under the agreement as other member boards of
education.

Withdrawal of members. A member board of education may withdraw its
school district from an SSSD by adopting a resolution. The withdrawal will take
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effect on the date provided in the resolution. If atax is levied in the SSSD, the
resolution must take effect not later than the first day of January following
adoption of the resolution. Beginning with the first day of January following
adoption of the resolution, any tax levied for the SSSD cannot be levied within the
territory of the withdrawing school district. Any collection of tax levied in the
territory of the withdrawing school district that has not been settled and distributed
when the resol ution takes effect is credited to the SSSD's special fund.

Dissolution of SSSD. An agreement creating an SSSD must provide for
the manner of the SSSD's dissolution. An SSSD ceases to exist when not more
than one school district remains in the district. Once an SSSD ceases to exist, the
levy of any tax for the SSSD cannot be extended on the tax lists in any tax year
beginning after the SSSD's dissolution. The agreement must provide that, upon
dissolution, any unexpended balance in the SSSD's special fund will be divided
among the school districts that were members of the SSSD immediately before
dissolution in proportion to the taxable valuation of property in the districts, and
credited to their respective general funds.

Tax levy to fund SSSD services

(R.C. 3313.82(C)(3), 5705.01, 5705.219, and 5705.25)

Resolution to levy tax

If an SSSD board of directors desires to levy atax in excess of the ten-mill
limitation throughout the SSSD to fund the services to be provided to students
enrolled in the districts that make up the SSSD and the students' immediate family
members, the board must propose the levy to each of the member boards of
education. The proposal must specify the rate or amount of the tax, the number of
years the tax will be levied, and that the aggregate rate of tax will not exceed three
mills per dollar of taxable value in the SSSD. |f a mg ority of the member boards
of education approves the proposal, the SSSD board of directors may adopt a
resolution approved by a majority of the board's full membership declaring the
necessity of levying the proposed tax throughout the SSSD for the purpose of
funding the special services. The aggregate rate of tax levied by an SSSD at any
time cannot exceed three mills per dollar of taxable valuein the district.

The tax takes effect only if approved by a maority of the voters in the
SSSD.

Effect of levy adoption, rejection, or expiration

The bill provides that the adoption or rejection by the voters of atax levy to
fund an SSSD does not alter the duty of each school district member of the SSSD
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to provide specia education and related services as required under law. On the
expiration of an SSSD levy, the state, member school districts, and any other
governmental entity is not obligated to provide replacement funding for the
revenues under the expired levy. The tax levy, in whole or in part, must not be
considered a levy for current operating expenses for purposes of the state school
funding formulafor any of the school district members of the SSSD.

Creation of SSSD special fund to hold tax levy proceeds

The board of directors of each SSSD must create a special fund to hold the
proceeds of the tax levy and any gifts, donations, bequests, or other grants of
money coming into the possession of the SSSD. An SSSD and the board of
directors are subject to Ohio's Uniform Depository Act.

STATE BOARD OF EMBALMERS AND
FUNERAL DIRECTORS (FUN)

Corrects reinstatement fee references under Embamer, Funera Director,
and Crematory Licensing Law.

Embalmer, Funeral Director, and Crematory Licensing L aw

(R.C. 4717.07)

The bill corrects several incorrect reinstatement fee references found in the
Embamer, Funeral Director, and Crematory Licensing Law in order to clarify
what is the appropriate fee to be collected in each case.

ENVIRONMENTAL PROTECTION AGENCY (EPA)

Authorizes the Director of Environmental Protection to issue air pollution
control operating permits with periods of validity of up to ten years rather
than up to five years asin current law.

Extends the sunset of the operation of the enhanced motor vehicle
ingpection and maintenance program (E-Check) from December 31,
2007, to December 31, 2009, in those counties where the program was in
operation on January 3, 2006.
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Repedls current law governing the E-Check program, instead states that it
Is the intent of the General Assembly that the ECheck program not be
extended beyond December 31, 2007, and authorizes the Governor, if the
Governor determines that the extension of a transportation-based ozone
reduction program in the currently affected counties is necessary to
comply with federal law, to extend Ohio's compliance efforts for one year
by executive order, through a public bidding process, using the most cost
effective, least costly, consumer accommodating, and decentralized
available technology and approaches that meet federal performance
standards.

Authorizes the Governor, if the Governor determines that continuation of
the enhanced motor vehicle inspection and maintenance program is
necessary to comply with federal law, to extend that program by
executive order for an additional year or as otherwise required to comply
with applicable law.

States that it is the intent of the General Assembly that a tailpipe motor
vehicle ingpection and maintenance program not be implemented in any
county in Ohio and that, if a motor vehicle-based ozone testing program
Is mandated by federal law for counties in the northeastern portion of
Ohio, a tailpipe motor vehicle inspection and maintenance program not
be implemented and an onboard diagnostic inspection and gas-cap testing
program be utilized to satisfy any federal requirements for vehicle
emissions testing.

Specifies that if any motor vehicle testing program is established, the
Director of Environmental Protection must ensure that motor vehicles
four years old or newer are exempt from the program.

Requires the Director to annually request the United States
Environmental Protection Agency to provide a list of aternative
approaches to meet federal performance standards through program
changes that Ohio may employ to comply with the federal Clean Air Act
in lieu of the implementation of a motor vehicle inspection and
maintenance program, and requires the Director to prepare a report
concerning those aternative approaches and submit it to the Generad
Assembly.

Extends from June 30, 2008, to June 30, 2010, the expiration date of the
existing state fees on the disposal of solid wastes that are used to fund the
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Environmental Protection Agency's solid, infectious, and hazardous
waste and construction and demolition debris management programs and
to pay the Agency's costs associated with administering and enforcing
environmental protection programs.

States that the Director of Environmental Protection has and retains
jurisdiction to modify, amend, revise, renew, or revoke a permit, rule,
order, or other action that is already the subject of an appea to the
Environmental Review Appeals Commission, and applies that provision
to any action of the Director that is the subject of an appea to the
Commission that is pending on the provision's effective date.

Provides that a party to an appea before the Commission that does not
concur with the Director's modification, amendment, revision, renewal,
or revocation is deemed to have appealed the modification, amendment,
revison, renewal, or revocation upon providing notification to the
Commission of the party's objection and need not file a new notice of
appeal of the modification, amendment, revision, renewal, or revocation
or pay any additiona filing fee to the Commission.

Extends al of the following for two years:

--The sunset of the annua emissions fees for synthetic minor
facilities;

--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;

--The sunset of the annual discharge fees for holders of NPDES
permits issued under the Water Pollution Control Law;

--The sunset of license fees for public water system licenses issued
under the Safe Drinking Water Law;

--A higher cap on the total fee due for plan approva for a public water
supply system under the Safe Drinking Water Law and the decrease of
that cap at the end of the 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;

IB Legislative Service Commission -145- Am. Sub. H.B. 119



--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

--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.

Creates the Water Quality Protection Fund consisting of federal grants,
including those made pursuant to the Federal Water Pollution Control
Act, and contributions, and requires the Director to use the money in the
Fund for water quality protection and restoration.

Air pollution control operating permits--period of validity

(R.C. 3704.03(G))

Current law authorizes the Director of Environmental Protection to issue air
pollution control operating permits with periods of validity of up to five years.
The bill authorizes the Director to issue such permits with periods of validity of up
to ten years.

E-Check
(R.C. 3704.14 and 4503.10)

Current law requires the Director of Environmental Protection to
implement an enhanced motor vehicle inspection and maintenance program (E
Check) in counties in which a motor vehicle inspection and maintenance program
Is federally mandated. The enhanced program is required to last for a two-year
period beginning on January 1, 2006. The program that is implemented by the
Director must be substantially similar to the enhanced program implemented in
those counties under a contract that expired on December 31, 2005. The enhanced
program, as implemented by the Director, must provide for the extension of a
contract for a period of two years, beginning on January 1, 2006, and ending on
December 31, 2007, with the contractor who conducted the enhanced motor
vehicle inspection and maintenance program in those federally mandated counties
pursuant to a contract entered into under former law. Current law prohibits the
Director from implementing a motor vehicle inspection and maintenance program
in any county other than a county in which the program is federally mandated.
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Further, current law specifically states that the enhanced program expires on
December 31, 2007, and cannot be continued beyond that date unless otherwise
federally mandated.

The bill repeals current law and declares that it is the intent of the General
Assembly that the enhanced motor vehicle inspection and maintenance program
that was in operation pursuant to the federal Clean Air Act on January 3, 2006, in
certain counties of Ohio pursuant to a contract that is scheduled to expire on
December 31, 2007, not be extended beyond that date in those counties. The bill
then states that if the Governor determines that the extension of a transportation-
based ozone reduction program in those counties is necessary to comply with
federal law, the Governor, by executive order, may extend the compliance efforts
of this state for one year using the most cost effective, least costly, consumer
accommodating, and decentralized available technology and approaches that meet
federal performance standards, using an open public bidding process. Thereafter,
if the Governor determines that continuation of the enhanced motor vehicle
Inspection and maintenance program is necessary in those counties to comply with
federal law, the Governor, by executive order, may extend that program for an
additional year or as otherwise required to comply with applicable law. The cost
of any program must be paid by the state from the Auto Emissions Test Fund,
which is created by the bill. The Fund must consist of money appropriated to it
and must be administered by the Director of Environmental Protection.

An executive order issued under the bill must include provisions providing
the authority that is necessary for the Environmental Protection Agency to adopt
decentralized approaches that meet federal performance standards through
program design changes that affect normal inspection and maintenance input
parameters to the mobile source emission factor model or through program
changes that reduce in-use mobile source emissions. Upon issuance of such an
executive order, the Governor must notify the General Assembly in writing of the
Governor's decision to issue the executive order.

The bill further declares that it is the intent of the General Assembly that a
tailpipe motor vehicle inspection and maintenance program not be implemented in
any Ohio county. Moreover, it is the intent of the General Assembly that, if a
motor vehicle-based ozone testing program is mandated by federal law for
counties in the northeastern portion of Ohio, a tailpipe motor vehicle inspection
and maintenance program not be implemented and that an onboard diagnostic only
inspection and gas-cap testing program be utilized to satisfy any federal
requirements for vehicle emissions testing. If any motor vehicle testing program
is established under the hill, the Director must ensure that motor vehicles that are
four years old or newer are exempt from the testing program.
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Not later than 30 days after the effective date of the above provisions and
on the first day of January of each subsequent year, the Director must request the
United States Environmental Protection Agency (USEPA) to provide to the
Director alist of alternative approaches to meet federal performance standards and
program changes that Ohio may employ to comply with the federal Clean Air Act
in lieu of the implementation of a motor vehicle inspection and maintenance
program. Based on the information received from USEPA, the Director must
prepare a report concerning those alternative approaches. The Director must issue
the report and provide it to the General Assembly not later than 30 days after
receiving the list of alternative approaches from USEPA.

State solid waste disposal fees

(R.C. 3734.57)

Current law levies three state fees on the disposal of solid wastes. Thefirst
is a $1 per-ton fee, of which one-half of the proceeds must be deposited in the
state treasury to the credit of the Hazardous Waste Facility Management Fund and
one-half of the proceeds must be deposited in the state treasury to the credit of the
Hazardous Waste Cleanrup Fund. Both funds are administered by the
Environmental Protection Agency (EPA). The second fee is another $1 per-ton
fee that is deposited in the state treasury to the credit of the Solid Waste Fund and
used to fund the EPA's solid and infectious waste and construction and demolition
debris management programs. The third fee is an additional $1.50 per-ton fee the
proceeds of which must be deposited in the state treasury to the credit of the
Environmental Protection Fund, which is used to pay the EPA's costs associated
with administering and enforcing environmental protection programs. The solid
waste disposal fees are collected by the owners and operators of solid waste
disposal and transfer facilities as trustees for the state. The bill extends from June
30, 2008, to June 30, 2010, the expiration date of the three state fees levied on the
disposal of solid wastes.

Environmental Review Appeals Commission--Director of Environmental
Protection Agency'sjurisdiction

(R.C. 3745.04)

Under current law, any person who was a party to a proceeding before the
Director of Environmental Protection may participate in an appeal to the
Environmental Review Appeals Commission for an order vacating or modifying
the action of the Director or a local board of health or ordering the Director or
board of health to perform an act. Current law declares that the Commission has
exclusive original jurisdiction over any matter that may be brought before it. The
bill states that the Director of Environmental Protection has and retains
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jurisdiction to modify, amend, revise, renew, or revoke a permit, rule, order, or
other action that is already the subject of an appeal to the Commission, provided
that a party to that appeal that does not concur with the Director's modification,
amendment, revision, renewal, or revocation is deemed to have appealed the
modification, amendment, revision, renewal, or revocation upon providing
notification to the Commission of the party's objection and need not do either of
the following:

(1) File a new notice of appea of the modification, amendment, revision,
renewal, or revocation; or

(2) Pay any additional filing fee to the Commission.

The bill then applies the above provision to any action of the Director that
IS the subject of an appeal to the Commission that is pending on the provision's
effective date.

Extension of various fee-related provisions

Synthetic minor facility emissions fees

(R.C. 3745.11(D))

Under current law, each person who owns or operates a synthetic minor
facility must pay an annual fee based on the sum of the actual annual emissions
from the facility of particulate matter, sulfur dioxide, nitrogen dioxide, organic
compounds, and lead in accordance with a fee schedule. "Synthetic minor
facility" means a facility for which one or more permits to install or permits to
operate have been issued for the air contaminant sources at the facility that include
terms and conditions that lower the facility's potential to emit air contaminants
below the major source thresholds established in rules adopted under existing law.
Current law requires the fee to be paid through June 30, 2008. The bill extendsthe
fee through June 30, 2010.

Water pollution control fees and safe drinking water fees

(R.C. 3745.11(L), (M), and (N) and 6109.21)

Under current law, a person applying for a plan approval for a wastewater
treatment works is required to pay a fee of $100 plus 0.65 of 1% of the estimated
project cost, up to a maximum of $15,000, when submitting an application through
June 30, 2008, and afee of $100 plus 0.2 of 1% of the estimated project cost, up to
amaximum of $5,000, on and after July 1, 2008. Under the bill, the first tier feeis
extended through June 30, 2010, and the second tier applies to applications
submitted on or after July 1, 2010.
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Current law establishes two schedules for annual discharge fees to be paid
by holders of national pollutant discharge elimination system (NPDES) permits
with an average daily discharge flow of 5,000 or more gallons per day. Under
each of the schedules, one of which is for public dischargers and one of which is
for industrial dischargers, the fees are based on the average daily discharge flow
and increase as the flow increases. Under current law, the fees are due by January
30, 2006, and January 30, 2007. The bill extends payment of the fees and the fee
schedules to January 30, 2008, and January 30, 2009.

In addition to the fee schedules described above, current law imposes a
$7,500 surcharge to the annual discharge fee applicable to major industrial
dischargers that is required to be paid by January 30, 2006, and January 30, 2007.
The bill continues the surcharge and requires it to be paid annually by January 30,
2008, and January 30, 2009.

Under current law, one category of public discharger and eight categories
of industrial dischargers that are NPDES permit holders are exempt from the
annual discharge fees that are based on average daily discharge flow. Instead,
they are required to pay an annual discharge fee of $180. Under current law, the
feeis due annually not later than January 30, 2006, and January 30, 2007. The bill
continues the fee and requires it to be paid annually by January 30, 2008, and
January 30, 2009.

The Safe Drinking Water Law prohibits anyone from operating or
maintaining a public water system without an annual license from the Director of
Environmental Protection. Applications for initial licenses or license renewals
must be accompanied by a fee, which is calculated using schedules for the three
basic categories of public water systems established in continuing law. The fee for
initial licenses and license renewals is required in statute through June 30, 2008,
and has to be paid annually prior to January 31, 2008. The bill extends the initial
license and license renewal fee through June 30, 2010, and requires the fee to be
paid annually prior to January 31, 2010.

The Safe Drinking Water Law also requires anyone who intends to
construct, install, or modify a public water supply system to obtain approval of the
plans from the Director. Ongoing law establishes a fee for such plan approval of
$150 plus 0.35 of 1% of the estimated project cost. Under current law, the fee
cannot exceed $20,000 through June 30, 2008, and $15,000 on and after July 1,
2008. The hill specifies that the $20,000 limit applies to persons applying for plan
approval through June 30, 2010, and the $15,000 limit applies to persons applying
for plan approval on and after July 1, 2010.

Current law establishes two schedules of fees that the Environmental
Protection Agency charges for evaluating laboratories and |aboratory personnel for
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compliance with accepted analytical techniques and procedures established under
the Safe Drinking Water Law. A schedule with higher fees is applicable through
June 30, 2008, and a schedule with lower fees is applicable on and after July 1,
2008. The bill continues the higher fee schedule through June 30, 2010, and
applies the lower fee schedule to evaluations conducted on or after July 1, 2010.
The bill continues through June 30, 2010, a provision stating that an individual
laboratory cannot be assessed a fee more than once in a three-year period unless
the person requests the addition of analytical methods or analysts, in which case
the person must pay $1,800 for each additional survey requested.

Certification of operators of water supply systems or wastewater systems

(R.C. 3745.11(0))

Current law establishes a $45 application fee to take the examination for
certification as an operator of a water supply system or a wastewater system
through November 30, 2008, and a $25 application fee on and after December 1,
2008. The bill continues the higher application fee through November 30, 2010,
and applies the lower fee on and after December 1, 2010. Under existing law,
upon approval from the Director that an applicant is €ligible to take the
examination, the applicant must pay a fee in accordance with a statutory schedule.
A higher schedule is established through November 30, 2008, and a lower
schedule applies on and after December 1, 2008. The bill extends the higher fee
schedule through November 30, 2010, and applies the lower fee schedule
beginning December 1, 2010.

Application fees under Water Pollution Control Law and Safe Drinking
Water Law

(R.C. 3745.11(9))

Current law requires any person applying for a permit, other than an
NPDES permit, a variance, or plan approval under the Safe Drinking Water Law
or the Water Pollution Control Law to pay a nonrefundable fee of $100 at the time
the application is submitted through June 30, 2008, and a nonrefundabl e fee of $15
if the application is submitted on or after July 1, 2008. The bill extends the $100
fee through June 30, 2010, and applies the $15 fee on and after July 1, 2010.

Similarly, under existing law, a person applying for an NPDES permit
through June 30, 2008, must pay a nonrefundable fee of $200 at the time of
application. On and after July 1, 2008, the nonrefundable application fee is $15.
The bill extends the $200 fee through June 30, 2010, and applies the $15 fee on
and after July 1, 2010.
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Water Quality Protection Fund

(R.C. 6111.0381)

The bill creates in the state treasury the Water Quality Protection Fund
consisting of federal grants, including grants made pursuant to the Federal Water
Pollution Control Act, and contributions made to the Environmental Protection
Agency for water quality protection and restoration.  The Director of
Environmental Protection must use money in the Fund for water quality protection
and restoration.

eTECH OHIO COMMISSION (ETC)

Adds the President of the Ohio Alliance for Public Telecommunications
as avoting member of the eTech Ohio Commission.

Requires the chairperson of the Commission to be one of the public
representatives.

Requires advisory groups of the Commission to provide guidance about
educational television and radio and radio reading services (in addition to
educational technology, as in current law).

Eliminates the requirement that the Commission approve the provision of
financial and other assistance to educationa technology organizations for
the acquisition and utilization of educational technology.

Requires the eTech Ohio Commission to establish and maintain a
clearinghouse of distance learning courses delivered by school districts
via a computer-based method for sharing with other school districts or
community schools for afee.

Authorizes conveyance of eTech Ohio-owned real estate on which eTech
Ohio towers are located to the Office of Information Technology.

Authorizes substitution of the Office of Information Technology as lessee
in eTech Ohio leases of property on which eTech Ohio towers are
located.
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M ember ship and operation of Commission

(R.C. 3353.02)

The eTech Ohio Commission currently consists of 13 members. There are
nine voting members, which include six representatives of the public, the
Superintendent of Public Instruction, the Chancellor of the Ohio Board of Regents,
and the Director of the Office of Information Technology (renamed the State Chief
Information Officer by the bill). Four members of the General Assembly, two
from each chamber, serve as nonvoting members of the Commission. The
Commission's chairperson is appointed by the Governor from among all voting
members.

The bill adds the president of the Ohio Alliance for Public
Telecommunications as a voting member of the Commission. It also requires the
Governor to select the chairperson from among the Commission's six public
representatives.

Advisory groups

(R.C. 3353.02(G))

Current law directs the Commission to establish advisory groups as needed
to address topics of interest and provide guidance on educationa technology
issues, including the technology needs of educators, learners, and the public.
Advisory group members are appointed by the Commission and must include
representatives of individuals or organizations with an interest in the topic
addressed by the group.

The bill removes the specification that the Commission establish advisory
groups only "as needed,” which likely requires the Commission to convene
advisory groups on a permanent basis. It also specifies that each advisory group
must be "comprised of" interested parties. This change appears to mean that the
Commission may not appoint members to an advisory group unless they have a
direct interest in the topic being addressed. Finally, the bill eliminates the
requirement for advisory groups to provide guidance on the technology needs of
educators, learners, and the public, and instead requires the groups to advise the
Commission on educationa television and radio and radio reading services, in
addition to educational technology asin current law.
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Assistance to educational technology organizations

(R.C. 3353.02(A) and 3353.03(A)(3))

Continuing law requires the eTech Ohio Commission to provide financial
and other assistance to school districts, other educational institutions, and affiliates
(educational television and radio stations and radio reading services) for the
acquisition and utilization of educational technology. Currently, educational
technology organizations also may receive assistance upon approval of the
Commission. The bill removes the requirement for Commission approval of
assistance for educational technology organizations and simply includes them in
the list of other entities that are eligible for assistance.

Distance learning clearinghouse

(R.C. 3353.20 to 3353.30; conforming changes in R.C. 3314.086, 3317.023(P),
and 3317.161)

The bill directs the eTech Ohio Commission to establish a clearinghouse of
interactive and other distance learning courses delivered via a computer-based
method, offered by school districts for use by students of other school districts and
community schools for a fee. The Commission is not responsible for the content
of the courses offered through the clearinghouse, but the Commission must
approve the technical specifications by which the courses are delivered.

I nclusion of courses

The Commission must prescribe the form and manner through which a
school district may apply to offer a course through the clearinghouse. The
application must describe the course of study, the qualifications and credentials of
the teacher, the number of hours of instruction, the technology required to deliver
and receive the course, the technical capacity of the school district to deliver the
course, the times that the school district plans to deliver the course, and any other
information required by the Commission. The bill also requires the State Board of
Education to adopt a resolution, within nine months of the bill's effective date, that
recommends types of information about a distance-learning course that the
Commission might require school districtsto include in the application.

After reviewing the technical specifications of an application, and if the
Commission determines that the school district can satisfactorily deliver the course
through the technology necessary for that delivery, the Commission must approve
the course. The Commission may consult with the Department of Education and
may request additional information from a school district applicant. The
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Commission may also negotiate changes in a course proposal if the Commission
determines that changes are necessary to approve the course.

The Commission must catalog each approved course through a print or
electronic medium that includes (1) information necessary for a student, the
student's parent, guardian, or custodian, and the student's school district or
community school to decide whether to enroll in the course and (2) instructions for
enrolling in that course, including enrollment deadlines.

Enrdliment

In order to take a course offered through the clearinghouse, students must
be enrolled in a school operated by a school district or a community school
(although the bill authorizes the Commission to determine how students of
nonpublic schools and home-schooled students may participate). The school in
which the student is enrolled must approve the course the student wishes to take,
and the school must agree to accept for credit the grade assigned by the district
delivering the course.

If a student enrolls in a course, the student's school district or community
school must send the student's EMIS data verification code and the student's name
to the school district delivering the course® The district delivering the course
may request other information from the student's school district or community
school, which the school district or community school must supply in accordance
with state and federal student privacy laws.®®

The student's school district or community school determines how and
where the student will participate in the course, consistent with technology and
connectivity specifications adopted by the Commission. The student's school
district or community school also prescribes how and by when a student may
withdraw from a course. The grade a student receives for a course is assigned by
the school district that delivers the course. The delivering school district must
send that grade to the student's school district or community school.

Payment

For each student enrolled in a course included in the clearinghouse, both
the student's school district or community school and the school district delivering
the course must report to the Department of Education, through EMIS, the

%8 A student's data verification code is the unique code assigned to each student in this
state for purposes of the statewide Education Management Information System (EMIYS).

%9 See R.C. 3319.321 (not in the hill).
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information the Department determines is necessary to make the payments to the
district delivering the course. Based on the reported information, the Department
then must deduct the fee from the student's school district's or community school's
state account, and pay that amount to the school district delivering the course. A
student who takes a course included in the clearinghouse must be counted in the
formula ADM of a school district as if the student were taking the course from the
student's school district or community school.

The fee is $175 per student for one-haf unit (60 hours) of instruction,
unless otherwise set by the Commission by rule. For courses less than or greater
than one-half unit, the Commission must set fees proportionally. For example, if a
course were for 120 hours of instruction (double the base), presumably the
Commission would set the fee at $350. If a student withdraws from a course prior
to the end of the course, the Commission must proportionally reduce the fee.

Rules

The Commission must adopt rules in accordance with the Administrative
Procedure Act (Chapter 119.) to implement the clearinghouse. In addition, the
Commission may determine how a course in the clearinghouse may be offered as a
dual enrollment program,” to students enrolled in nonpublic schools or home-
schooled students, or at times outside of the normal school day or school week.

The bill clarifies that the establishment of the distance-learning
clearinghouse does not prohibit a school district from offering an interactive
distance learning course outside the clearinghouse.

Transfer of eTech Ohio towers to the Office of | nformation Technology

(Section 285.55)

The bill authorizes the Governor to execute deeds in the name of the state
granting all of the state's right, title, and interest in certain parcels of real estate on
which stand eTech Ohio towers to the Office of Information Technology (OIT).
These owned parcels are located in the counties of Summit, Richland, Wyandot,
Jackson, Butler, Greene, Fairfield, Madison, Cuyahoga, and Wayne. (Division
(A).)

O Under R.C. 3313.6013 (not in the bill), a dual enrollment program is defined as a
program that enables a student to earn college credit while enrolled in high school or that
enables a student to complete coursework in high school that may earn college credit
upon the student's attainment of a specified score on an examination covering the
coursework.

IB Legislative Service Commission -156- Am. Sub. H.B. 119



The bill also authorizes the Governor to execute leases in the name of the
state substituting OIT for eTech Ohio as the lessee of certain parcels of real estate
on which stand eTech Ohio towers. These leased parcels are located in the
counties of Mercer, Ashtabula, Holmes, Richland, and Geauga. eTech Ohio is
required to relinquish its right under each lease, and OIT is to be substituted as
lessee under the same terms, provisions, and conditions as are specified in each
|ease agreement, subject to the lessor's consent. (Divisions(A) and (B).)

All of eTech Ohio's rights, privileges, ownership, and control of the towers
is to be transferred to OIT by July 1, 2007. And OIT is to be substituted for eTech
Ohio on leases, and all of eTech Ohio's rights, privileges, ownership, and control
of owned land is to be conveyed to OIT, also by July 1, 2007. The conveyances
and substitutions are subject to eTech Ohio's continued right to use the towers and
the premises on which the towers are located for transmission and broadcasting, to
OIT policies and procedures, and to the completion of any legal surveys of the
premises deemed necessary by the Office of Real Estate Services. (Division (B).)

Deeds and renewable leases to implement the conveyances and
substitutions from eTech Ohio to OIT are to be prepared by the Auditor of State
with the assistance of the Attorney General, executed by the Governor,
countersigned by the Secretary of State, sealed with the Great Seal of Ohio, and
presented for recording in the Office of the Auditor of State. A deed or leaseisto
be delivered to the original grantor or lessor of each property for recording in the
office of the appropriate county recorder. (Division (C).)

OFFICE OF THE GOVERNOR (GOV)

Provides that the Governor's Residence Advisory Commission's powers
and duties relating to the Governor's Residence do not affect the
obligation of the Department of Administrative Services to provide for
and adopt policies and procedures regarding the use, generd
maintenance, and operating expenses of the Residence.

Authorizes the Commission to accept any payment for use of the
Governor's Residence.

Prohibits the Commission from accepting any donation, gift, bequest, or
devise for the benefit of the Governor's Residence or its garden from a
person, individual, or member of an individual's immediate family if the
person or individual is receiving payments under a contract with the state
or a state agency for the purchase of supplies, services, or equipment, or
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for the condruction, reconstruction, improvement, enlargement,
alteration, repair, painting, or decoration of a public improvement,
excluding payments received under an employment contract or a
collective bargaining agreement.

Provides that no member of the Advisory Board for the Governor's
Office of Faith-Based and Community Initiatives, and no organization
that a member is affiliated or involved with, is eligible for a grant that the
Office administers or assists in administering.

Requires, by not later than July 1, 2008, that the Governor's Office of
Faith-Based and Community Initiatives, with the assistance of the
Advisory Board of the Governor's Office of Faith-Based and Community
Initiatives, conduct a study of and make and recommendations about the
feasibility and advisability of the Office becoming a private nonprofit
entity rather than a part of the Governor's office.

Use and operation of Governor's Residence

(R.C. 107.40; Section 503.27)

Existing law (1) requires the Governor's Residence Advisory Commission
to provide for the preservation, restoration, acquisition, and conservation of all
decorations, objects of art, chandeliers, china, silver, statues, paintings,
furnishings, accouterments, and other aesthetic materials that have been acquired,
donated, loaned, or otherwise obtained by the state for the Governor's Residence
and (2) makes the Commission responsible for the care, provision, repair, and
placement of furnishings and other objects and accessories of the grounds and
public areas of the first story of the Governor's Residence and for the care and
placement of plants on the grounds.

Existing law provides, however, that the Commission's duties described
above do not affect the obligation of the Department of Administrative Services to
provide for the general maintenance and operating expenses of the Governor's
Residence. The bill modifies this rule to provide that the Commission's duties
described above do not affect the obligation of the Department of Administrative
Services to provide for and adopt policies and procedures regarding the use,
general maintenance, and operating expenses of the Governor's Residence.

Turning to another power of the Commission, existing law authorizes the
Commission to accept any donation, gift, bequest, or devise for the Governor's
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Residence or as an endowment for the maintenance and care of the garden on the
grounds of the Governor's Residence. The bill aso alows the Commission to
accept payment for the use of the Governor's Residence. Any revenue the
Commission receives from these payments must be deposited into the Governor's
Residence Fund.

Prohibition of acceptance of certain qifts for benefit of Governor's Residence

(R.C. 107.40)

Current law authorizes the Governor's Residence Advisory Commission to
accept, for deposit into the Governor's Residence Fund, any donation, gift,
bequest, or devise for the benefit of the Governor's Residence or its garden. The
bill, however, prohibits the Commission from accepting any such donation, gift,
bequest, or devise from a person, individual, or member of an individual's
immediate family if the person or individua is receiving payments under a
contract with the state or a state agency for the purchase of supplies, services, or
equipment, or for the construction, reconstruction, improvement, enlargement,
ateration, repair, painting, or decoration of a public improvement, excluding
payments received under an employment contract or a collective bargaining
agreement.

Members of Advisory Board for Governor's Office of Faith-Based and
Community I nitiatives ineligible for grants

(R.C. 107.12)

Continuing law creates an Advisory Board for the Governor's Office of
Faith-Based and Community Initiatives. The Board consists of members
appointed by the Directors of Aging, Alcohol and Drug Addiction Services,
Rehabilitation and Correction, Health, Job and Family Services, Mental Health,
and Y outh Services; members of the General Assembly appointed by the Speaker
of the House of Representatives and the President of the Senate; and
representatives of the nonprofit or faith-based community appointed by the
Governor, the Speaker of the House of Representatives, and the President of the
Senate. The Board is required to provide direction, guidance, and oversight to the
Office, and to publish areport of its activities each year.

The bill provides that no member of the Board, and no organization that a
member of the Board is affiliated or involved with, is eligible to receive any grant
that the Office administers or assistsin administering.
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Study of the Governor's Office of Faith-Based and Community |nitiatives
becoming a private nonprofit entity

(Section 703.10)

Current law creates within the office of the Governor the Governor's Office
of Faith-Based and Community Initiatives and requires that the Office do all of the
following:

Serve as a clearinghouse of information on federal, state, and local
funding for charitable services performed by organizations that are (1)
faith-based or other organizations, (2) exempt from federal taxation
under subparagraph 501(c)(3) of the Internal Revenue Code, and (3)
provide charitable services to needy Ohio residents.

Encourage these organizations to seek public funding for their charitable
Services.

Act as aliaison between state agencies and these organizations.

Advise the Governor, General Assembly, and the Advisory Board of the
Governor's Office of Faith-Based and Community Initiatives on the
barriers that exist to collaboration between these organizations and
governmental entities and on ways to remove the barriers. (R.C.
107.12(A) and (B).)

The bill requires that the Governor's Office of Faith-Based and Community
Initiatives, with the assistance of the Advisory Board of the Governor's Office of
Faith-Based and Community Initiatives, conduct a study of the feasibility and
advisability of the Office becoming a private nonprofit entity rather than remain a
part of the Governor's office. The study and any resulting recommendations must
be submitted, not later than July 1, 2008, to the Governor, the Speaker of the
House of Representatives, the President of the Senate, and the Minority Leaders of
the House of Representatives and the Senate.

DEPARTMENT OF HEALTH (DOH)

Extends, until June 30, 2009, the scheduled termination of the

moratorium on review of applications for approval of long-term care beds
under the Certificate of Need (CON) Program.
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Permits approval of a CON application to relocate long-term care bedsto
an existing facility within the same county when the facility has life
safety code deficiencies, state fire code violations, or state building code
violations, if the project identified in the application proposes to correct
the facility's deficiencies or violations.

Clarifies that the CON moratorium provisions are applicable under all of
the statutes governing the CON Program.

Modifies the procedures to be used by the Director of Hedth in
reviewing CON applications and granting or denying CONs by (1)
specifying that a proposed project must meet al applicable CON criteria
for approval, (2) increasing to 30 (from 15) the number of days within
which the Director must initially respond to a CON application, (3)
reducing to 60 (from 90) the number of days within which the Director
must grant or deny a CON when no objections to a project have been
received, and (4) specifying that the Director may grant a CON with
conditions that must be met by the holder.

Allows the Certificate of Need Fund, which consists of CON application
fees, to be used not only for paying the costs of administering the CON
Program, but also for paying the costs of administering Department of
Health programs for the following: (1) monitoring providers of certain
health care services for compliance with safety and quality-of-care
standards and (2) licensing ambulatory surgical facilities and other
freestanding health care facilities.

Allows the Office of Vital Statistics to support its operations through
fees.

Permits the Department of Hedlth to enter into an agreement with the
state's primary care association to promote the establishment of new
federaly qualified health centers (FQHCs) and FQHC look-alikes.

Permits the Department and the state's primary care association to assist
local communities and community health centers by providing grants and
grant writing assistance to establish health centers.

Extends participation in the Medical Liability Insurance Reimbursement
Program to FQCH look-alikes.
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Permits the Department to establish a pilot program to place two FQHCs
within or adjacent to hospital emergency departments.

Requires the Director to conduct a pilot program in fiscal year 2009 for
the purpose of awarding grants to up to four institutions of higher
education to establish and operate offices that provide support to students
who are pregnant or are the parents or legal guardians of one or more
minors.

Establishes in the Department the Autism Diagnosis Education Pilot
Program and requires the Director to contract with a statewide
association representing pediatricians to conduct or administer the
Program.

Creates the Task Force to Study Cancer Death Rates Among African
Americans in Ohio, which is to submit a report to the members of the
General Assembly identifying root causes and proposed solutions to the
high cancer degth rate of African Americans.

Provides that a patient who wishes to examine or obtain a copy of the
patient's medical record must submit a written request dated not more
than one year, instead of 60 days, before the date the request is submitted
to the entity holding the record.

Requires the Department, through the Healthy Ohio program, to conduct
an assessment of cetain state agencies to determine their efforts to
Improve health outcomes.

Requires the Department to submit written reports of the assessment to
the Governor, Speaker and Minority Leader of the House of
Representatives and President and Minority Leader of the Senate.

Suspends the operation of most of the provisions of the Household and
Small Flow On-Site Sewage Treatment Systems Law that was enacted by
Sub. H.B. 231 of the 125th Genera Assembly until July 1, 2009, and
generaly restores the law related o household sewage disposal systems
that existed prior to that Law's enactment until July 1, 2009.

Requires the Public Health Council to rescind rules related to sewage
treatment systems, to reinstate the rules related to household sewage
disposal systems that were in effect prior to January 1, 2007, with
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specified exceptions and pursuant to specified requirements, and to adopt
new rules following the expiration of the suspension of the above Law.

Establishes requirements, to be effective until the effective date of the
new rules to be adopted by the Public Health Council, governing the
duties of boards of health to approve or deny the use of sewage treatment
systems and to inspect systems, establishing a $25 application fee for an
installation permit to be used in part for grants for new technology pilot
projects, and providing for training for the staffs of boards of hedth
regarding best practices in the use of sewage treatment systems.

Revises the membership of, appointment procedures for, and duties of the
Sewage Treatment System Technical Advisory Committee.

Creates the Household Sewage and Smal Flow On-Ste Sewage
Treatment System Study Commission to recommend standards
concerning household sewage treatment systems and small flow on-site
sawage treatment systems.

Requires the Director of Hedth to prepare a report for the Study
Commission containing recommendations regarding standards for
household sewage treatment systems and small flow on-site sewage
treatment systems, and requires the Director to survey boards of health
concerning household sewage treatment system operations and the failure
rates of those systems and issue a report concerning the survey to the
Study Commission.

Makes other changes in the law governing household sewage treatment
systems and small flow on-site sewage treatment systems.

Removes a limitation in existing law under which the Director of Health
IS to enter into a contract to make hospital performance information
available on a web site only to the extent that the General Assembly has
made appropriations.
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Certificate of Need moratorium on long-term care activities

(R.C. 3702.59)

Current law prohibits building or expanding the capacity of a long-term
care facility without a certificate of need (CON) issued by the Director of Health.
With respect to the recategorization of hospital beds as skilled nursing beds, the
Director is prohibited from accepting CON applications to engage in the activity.
Until July 1, 2007, existing law also prohibits the Director from accepting CON
gpplications to engage in certain other long-term care activities.

The bill continues, until July 1, 2009, the provisions scheduled to expire
that prohibit the Director from accepting for review a CON application for any of
the following purposes:

(1) Approval of bedsin a new health care facility or an increase in beds in
an existing health care facility, if the beds are proposed to be licensed as nursing
home beds;

(2) Approva of bedsin a new county home or county nursing home, or an
increase of beds in an existing county home or county nursing home, if the beds
are proposed to be certified as skilled nursing facility beds under Medicare or
nursing facility beds under Medicaid;

(3) An increase of hospital beds registered as long-term care beds or
skilled nursing facility beds or recategorization of hospital beds that would result
in an increase of beds registered as long-term care beds or skilled nursing facility
beds.

Continued review of CON applications during the moratorium

(R.C. 3702.59(C)(2)(a)(i))

Existing law establishes exceptions to the moratorium on the Director's
acceptance of CON applications for projects that would result in an increase in the
number of long-term care beds. One of these exceptions applies in the case of a
proposed increase that is attributable solely to a replacement or relocation of
existing beds in the same county.

The bill modifies one of the conditions that must be met to obtain the
Director's approval of a CON application to add long-term care beds by relocation.
Specifically, the bill permits the approval of a CON for relocation of beds to an
existing facility that has waivers for life safety code deficiencies or violations of
the state fire code or state building code, if the project identified in the CON
application proposes to correct the deficiencies or violations.
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Applicability of the moratorium within other CON statutes

(R.C. 3702.5211, 3702.5212, 3702.5213, 3702.59, 3702.591, and 3702.68;
Section 105.03)

By relocating the existing laws related to the CON moratorium on long-
term care beds, the bill clarifies that the laws governing the moratorium are
included within the general administration of the CON program. The bill also
relocates other related CON statutes.

With respect to the continuation of the moratorium on recategorization of
hospital beds after the other provisions of the moratorium expire June 30, 2009,
the bill expresses the continuation as part of the existing moratorium statute. The
bill eliminates the future version of the statute that would have expressed the same
continuation.

Procedures and criteria used in granting CONs

(R.C. 3702.52(C) (primary); 3702.5211, 3702.5212, 3702.5213, 3702.57,
3702.59, 3702.591, and 3702.68)

Existing law establishes procedures to be followed by the Director of
Health in granting or denying a CON application. The bill makes the following
changes in these procedures:

(1) Specifies that a proposed project must meet al applicable CON
approval criteriaas a condition of receiving a CON for the project;

(2) Increasesto 30 (from 15) the number of days within which the Director
must mail awritten notice responding to a CON application;

(3) Reduces to 60 (from 90) the number of days within which the Director
must grant or deny a CON when the Director has not received any written
objections to the CON application;

(4) Specifies that the Director is permitted to grant the CON with
conditions that must be met by the holder of the CON;

(5) Eliminates provisions that describe the manner in which certain CON
applications were to be handled in 1995, when Am. Sub. S.B. 50 of the 121st
General Assembly began the process of phasing-out the CON requirements for
most services other than long-term care.
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Use of CON application fees

(R.C. 3702.52(B))

Current law requires CON applicants to pay an application fee established
in rules adopted by the Public Health Council. Unless the rules establish a
different amount, the fee for a project not involving a capital expenditure is
$3,000; for a project involving a capital expenditure, the fee is 9/10 of 1% of the
proposed expenditure, subject to a minimum of $3,000 and a maximum of
$20,000. The application fees are deposited in the Certificate of Need Fund,
which isto be used to pay the costs of administering the CON Program.

In addition to the Fund's current uses, the bill allows moneys in the Fund to
be used to pay the costs of administering two other Department of Health
programs. (1) a program for monitoring providers of certain health care services’
for compliance with safety and quality-of-care standards and (2) a program for
licensing ambulatory surgical facilities and certain other health care facilities.”

Fees collected by the Office of Vital Statistics

(R.C. 3705.24)

Existing law authorizes the Office of Vital Statistics to use fees charged for
each certified copy of a vital statistic and each certification of birth to be used
solely toward the modernization and automation of the system of vital records in
Ohio. The hill authorizes the Office of Vital Statistics to also use these fees to
support the operations of the vital records program in Ohio.

FOHCsand FOHC look-alikes

Background

According to the Centers for Medicare & Medicaid Services (CMYS) in the
U.S. Department of Health and Human Services, federally qualified health centers

"l The safety and quality-of-care standards apply to the following: solid organ and bone
marrow transplantation, stem cell harvesting and reinfusion, cardiac catheterization,
open-heart surgery, obstetric and newborn care, pediatric intensive care, operation of
linear accelerators, operation of cobalt radiation therapy units, and operation of gamma
knives (R.C. 3702.11).

2|n addition to licensing ambulatory surgical centers under this program, the
Department of Hedth licenses freestanding dialysis centers, freestanding inpatient
rehabilitation facilities, freestanding birthing centers, freestanding radiation therapy
centers, and freestanding or mobile diagnostic imaging centers (R.C. 3701.30).
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(FQHCs) are safety net providers of healthcare. They include community health
centers, public housing centers, outpatient health centers funded by the Indian
Health Service, and programs serving migrants and the homeless. An entity may
qualify as an FQHC if it (1) receives a grant under Section 330 of the federal
Public Health Services (PHS) Act,”® (2) receives funding from a PHS Act grant
described in (1), above, under a contract with the recipient of such a grant and
meets the requirements to receive a grant under Section 330 of the PHS Act, or (3)
Is an outpatient health program or facility operated by a tribe or tribal organization
under the federal Indian Self-Determination Act or by an urban Indian
organi zation receiving funds under Title V of the Indian Health Care Improvement
Act as of October 1, 1991.74

An entity is a "FQHC look-alike" if the U.S. Secretary of Health and
Human Services has determined that the entity meets the requirements for
receiving a PHS Act grant but does not actually receive agrant. An FQHC look-
alike is eligible for enhanced Medicaid and Medicare reimbursement, participation
in the 340(b) Federal Drug Pricing Program,” and automatic designation as a
Health Professional Shortage Area. Applicants for FQHC look-alike designation
must be fully operational at the application date and (1) be a public or private
nonprofit entity, (2) serve, in whole or in part, a designated "Medically
Underserved Area' or "Medically Underserved Population,"”® (3) meet the

"3 Section 330 of the Public Hedth Service Act defines federal grant funding
opportunities for organizations to provide care to underserved populations. Rural
Assistance Center. FQHC Frequently Asked Questions (last visited June 11, 2007),
available at <http://www.raconline.org/info_guides/clinics/fghcfag.php#whatis>.

74 Centers for Medicare & Medicaid Services. Fact Sheet: Federally Qualified Health
Center (last visited June 11, 2007), available at <http://www.cms.hhs.gov/MLNProducts/
downl oads/2006fghc.pdf>.

> The 340B Drug Pricing Program resulted from enactment of Public Law 102-585 (the
"Veterans Health Care Act d 1992"), codified as Section 340B of the Public Health
Service Act. Section 340B limits the cost of covered outpatient drugs to certain federal
grantees, FQHC look-alikes, and qualified disproportionate share hospitals. Significant
savings on pharmaceuticals may be achieved by entities that participate in this program.
U.S. Department of Health and Human Services, Health Resources and Services
Administration. Pharmacy Affairs and 340B Drug Pricing Program (last visited June 11,
2007), available at <http://www.hrsa.gov/opa/introduction.htm>.

® Medically Underserved Areas (MUAs) and Medically Underserved Populations
(MUPs) have shortages of primary medica care, dental, or mental health providers and
may be geographic (a county or service area) or demographic (e.g., have a high
concentration of low income, Medicaid-eligible populations or have cultural or linguistic
access barriers to primary medical care services). They are each assigned an Index of
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statutory, regulatory, and policy requirements for grantees supported under
Section 330 of the Public Health Service Act, and (4) comply with the policy
implementation documents for the Balanced Budget Act of 1997 amendment that
added the requirement that an FQHC Look-Alike entity may not be owned,
controlled, or operated by another entity.””

Promotion of new FOHCs

(R.C. 3701.047)

The bill permits the Department of Health to enter into an agreement with
the state's primary care association to promote the establishment of new FQHCs
and FQHC look-alikes. At present, Ohio's primary care association is the Ohio
Association of Community Health Centers.”®

Grant and grantwriting assistance--" FQHC | ncubator Program"

(R.C. 3701.047)

The bill permits the Department of Health and the state's primary care
association to assist local communities and community health centers by providing
grants and grant writing assistance to establish "health centers' as this term is
defined in Section 330 of the Public Health Services Act.”® The Department and

Medical Underservice (IMU) score, which is used to determine the eligibility of an area
or population for MUA or MUP status. U.S. Department of Health and Human Services,
Health Resources and Services Administration. Medically Underserved Areas/Medically
Underserved Populations (MUA/MUP) (last visited June 11, 2007), available at
<http://muafind.hrsa.gov/>.

""U.S. Department of Health and Human Services, Health Resources and Services
Administration, Bureau of Primary Health Care. FQHC Look-Alike Program (last visited
June 11, 2007), available at <http://www.bphc.hrsa.gov/chc/lookalikes.htm>.

8 U.S. Department of Health and Human Services, Health Resources and Services
Administration, Bureau of Primary Health Care. Primary Care Association Web Sites
(last visted June 11, 2007), avalable at <http://bphc.hrsa.gov/osnp/
PCADirectory.htm>.

79 Section 330 of the Public Health Services Act (codified in 42 U.S.C. 254b) defines a
"health center" as, in general, an entity that serves a population that is medicaly
underserved, or a special medically underserved population comprised of migratory and
seasonal agricultural workers, the homeless, and residents of public housing, by
providing, either through the staff and supporting resources of the center or through
contracts or cooperative arrangements (1) required primary health services, and (2) as
may be appropriate for particular centers, additional health services necessary for the
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association must engage in this assistance regardless of whether a particular health
center applies for a Section 330 grant.

Medical Liability | nsurance Reimbursement Program

(R.C. 2305.2341)

The main appropriations bill for the 2006-2007 biennium (Am. Sub. H.B.
66) created the Medical Liability Insurance Reimbursement Program. Under the
Program, the Department of Health must reimburse participating free clinic€® up
to 80% of the premiums the clinics pay for medical liability insurance coverage
for clinic staff and volunteer health care professionals and health care workers, up
to a maximum of $20,000. The coverage must be limited to claims that arise out
of the diagnosis, treatment, and care of patients of free clinics. To participate in
the Program, a free clinic must provide certain information to the Department of
Health at the time of registration. Existing law provides that appropriations to the
Department may be made from the Genera Revenue Fund to support this
Program.

The bill extends participation in the Medical Liability Insurance
Reimbursement Program to FQCH look-alikes, including the centers staff and
volunteer health care professionals and health care workers. Under the hill,
participating FQHC look-alikes are subject to the requirements applicable to
participating free clinics.

Pilot program--FQHCs in or adjacent to hospital emergency departments

(Section 293.27)

The bill permits the Department of Health to establish a pilot program to
place two FQHCs within or adjacent to hospital emergency departments. One

adequate support of the primary health services, for al residents of the area served by the
center.

8 A free clinic is a nonprofit organization exempt from federal income taxation under
Section 501(c)(3) of the Internal Revenue Code of 1986, or a program component of a
nonprofit organization, whose primary mission is to provide health care services for free
or for a minimal administrative fee to individuals with limited resources (R.C.
2305.2341(D)).
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health center must be in or adjacent to a hospital located in an urban area; the other
must be located in or adjacent to a hospital located in arural area.®!

The bill requires each hospital and health center to prepare and submit a
report to the Governor and General Assembly, not later than one year after the
health centers become operational, regarding the number of patients that received
care at the health centers for nonemergency conditions rather than receiving care
at the emergency department. If the Department does not establish the pilot
program not later than one year after the bill's effective date, the bill requires the
Department to submit a report to the Governor and the General Assembly
explaining why the Department has not done so.

College Pregnancy and Parenting Offices Pilot Program

(Section 293.25)

The bill requires the Director of Health to conduct a pilot program in fiscal
year 2009 for the purpose of awarding grants to up to four institutions of higher
education®® to establish and operate offices that provide support to students who
are pregnant or are the parents or legal guardians of one or more minors.
Although the program must be established and operated during fiscal year 2009
only, the bill requires that planning for the pilot program be commenced in fiscal
year 2008.

The bill permits an institution of higher education to apply for a grant by
completing and submitting an application form supplied by the Director. The bill
permits the Director to require an institution that applies for a grant to submit
additional information after the Director has reviewed the application.

Under the bill, the Director must, before awarding a grant, secure a written
agreement in which the proposed grantee commits to doing all of the following:

(1) Locating the office that provides support to students who are pregnant
or are the parents or legal guardians of minors on the campus of the institution;

(2) Assessing the institution's performance in (a) offering health insurance
plans to sudents that include coverage for prenatal and postpartum care and the

81 The hill does not define "urban area' or “rural area’ for purposes of the requirement
that the Department of Health establish a pilot program to place two FQHCs in hospital
emergency departmerts.

82 The hill defines "institution of higher education” as a public or private university or
college in Ohio, including a community college or state community college.
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riders for the coverage of additional family members, and (b) providing services or
items that meet the needs of students who are pregnant or who are the parents or
legal guardians of one or more minors, including family housing, child care,
flexible or aternative academic scheduling, education concerning responsible
parenting and healthy marriages, maternity and infant clothing, formula and baby
food, and baby furniture;

(3) Identifying and establishing programs with public and private service
providers located on campus and in the local community that are qualified to meet
the needs described in (2)(b), above;

(4) Assisting students in locating and obtaining the services that meet the
needs described in (2)(b), above;

(5) Providing, on the request of an individual student, referrals for prenatal
care and delivery, infant or foster care, or adoption. The bill requires an office to
make referrals only to persons or governmental entities that primarily serve
parents, prospective parents awaiting adoption, pregnant women who plan to
parent or place a child for adoption, or married couples or couples that plan on
marrying in order to provide a supportive environment for each other and one or
more minors.

(6) Providing, by a date determined by the Director, a written report to the
Director that itemizes the office's expenditures during the fiscal year and meets
the format or form the Director isrequired to establish under the bill.

(7) Providing, after the Director’'s review of the report described in (6)
above, any additional information requested by the Director.

The bill permits the Director to adopt any rules necessary to implement the
law governing the pilot program. These rules must be adopted in accordance with
the Ohio Administrative Procedure Act.

Autism Diagnosis Education Pilot Program

(R.C. 3701.135; Sections 269.30.50 and 293.20)

The bill establishes in the Department of Health the Autism Diagnosis
Education Pilot Program. The Pilot Program must be administered by a statewide
association representing pediatricians pursuant to a contract with the Director of
Health. The bill specifiesthat the Pilot Program has the following goals:

(1) To educate Ohio's health care professionals, teachers and other
educational personnel, child care providers, parents, early intervention and
developmental disabilities providers, and other community-based services
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providers regarding the diagnosis of autism spectrum disorders®® including the
range of symptoms that may indicate autism spectrum disorders and screening
tools;

(2) To promote appropriate standards for the diagnosis of autism spectrum
disordersin children, including screening tools and treatment planning for children
diagnosed with autism spectrum disorders,

(3) To encourage physicians and other health care professionals with
expertise in screening, diagnosing, and treating autism spectrum disorders to share
that information with other health care professionalsin Ohio;

(4) To encourage the regiona coordination of services to facilitate the
effective, timely treatment of children diagnosed with autism spectrum disorders.

Task Forceto Study Cancer Death Rates Among African Americansin Ohio

(Section 293.50)

The bill creates the Task Force to Study Cancer Death Rates Among
African Americansin Ohio, which isto include the following members:

(1) The Directors, or Directors' designees, of:

(@ The Cleveland Clinic Taussig Cancer Center;

(b) The Case Comprehensive Cancer Center;

(c) The Ohio State University Comprehensive Cancer Center;
(d) The University Hospitals Case Medical Center;

(e) The University of Cincinnati.

(2) Thefollowingindividuals:

(& A representative of the American Cancer Society;

8 According to the National Institute of Mental Hedlth, the term, "autism spectrum
disorder,” refers to a cluster of disorders characterized by mild to severe degrees of
impairment in verbal and nonverbal communication skills, social interactions, and
restricted or repetitive patterns of behavior. (National Institute of Mental Health,
http://www.nimh.nih.gov/publicat/autism.cfm, April 30, 2007.)
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(b) The President of the Cleveland Medical Association or the President's
designesg;

(c) Two members appointed by the Director of Health.

The members of the Task Force are to select co-chairpersons from among
the members.

The Task Force is to submit a report to the members of the General
Assembly not later than one year after the effective date of this provision. The
report is to identify the root causes and propose solutions to the problem that the
cancer death rate among African Americans in Ohio is 32% higher than the cancer
deathrate among Caucasiansin Ohio.

Medical records access

(R.C. 3701.74)

Under current law, a patient, patient's personal representative,®* or
authorized person who wishes to examine or obtain a copy of a patient's medical
record must submit a signed, written request to a health care provider or medical
records company holding the record dated not more than 60 days before the
request is submitted. The bill provides that the written request must be dated not
more than one year before it is submitted.

Healthy Ohio assessment

(Section 293.35)

The bill requires the Department of Health to conduct a formal assessment
of the Department and the Departments of Job and Family Services, Aging,
Alcohol and Drug Addiction Services, Mental Retardation and Developmental
Disabilities, Mental Health, Rehabilitation and Correction, and Y outh Services to
determine their efforts to improve positive health outcomes.

The Department of Health is required to assess current practices and offer
recommendations for improvementsin the following areas:

84 A "patient's personal representative’ means a minor patient's parent or other person
acting in loco parentis, a court-appointed guardian, a person with durable power of
attorney for health care for a patient, the executor or administrator of the patient's estate,
or the person responsible for the patient's estate if it is not to be probated. An "authorized
person” is a person to whom a patient has given written authorization to act on the
patient's behalf regarding the patient's medical records. (R.C. 3701.74.)
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(1) Specific interventions provided to improve outcomes measured on an
individual basis, including measures taken to identify those in need of care,
coordinate their care, and provide direct service interventions,

(2) Cost of the care provided per individual served each fiscal year,
including administrative and infrastructure costs;

(3) How money is tied to specific work completion with a basis for
positive impact and positive outcomes and steps each department is making to
ensure the people most at-risk receive the interventions;

(4) Strategies used in each department to eliminate service duplication,
especially in the area of care coordination.

As part of the assessment, the Department of Health is required to consult
with associations representing health care providers, business interests, consumer
advocates, insurance companies, and other interested parties affected by improved
outcomes funding models.

The Department of Health must produce written reports of its assessment
based on the areas of review described above. The Department may collaborate
with one or more of the interested parties described above with substantial
experience in the areas the Department is required to assess. The reports must be
submitted to the Governor, Speaker and Minority Leader of the House of
Representatives and President and Minority Leader of the Senate. The
Department is required to submit its first report of the assessment not later than
February 1, 2008, and the final report of the assessment is due rot later than
January 1, 20009.

Household and small flow on-site sewage tr eatment systems program

(R.C. 711.001, 711.05, 711.10, 711.131, 3718.02, 3718.022, 3718.03, 3718.05,
3718.06, 3718.07, 3718.08, 3718.09, 3718.10, 3718.99, 4736.01, 6111.04,
6111.44, and 6111.441; Sections 120.01, 120.02, 120.03, 120.04, 120.05, 737.10,
737.11, and 737.12)

Current law

Current law, which was enacted by Sub. H.B. 231 of the 125th General
Assembly, establishes a program governing the regulation of sewage treatment
systems® The program, as codified in Chapter 3718. of the Revised Code, the

8 "Sawage treatment system” means a household sewage treatment system, a small flow
on-site sewage treatment system, or both, as applicable, "household sewage treatment
system” means any sewage treatment system, or part of such a system, that receives
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Household and Small Flow On-Site Sewage Treatment Systems Law, does the
following:

--Requires the Public Health Council to adopt rules requiring a board of
health to approve or disapprowe the use of a sewage treatment system if it is not
connected to a sanitary sewerage system;

--Requires the Council to adopt rules establishing standards for the siting,
design, installation, operation, monitoring, maintenance, and abandonment of
household sewage treatment systems that may be used in Ohio;

--Requires the Council to adopt rules prescribing criteria and procedures
under which boards of health must issue installation and operation permits for
sewage treatment systems;

--Requires the Council to adopt rules requiring a board of health to inspect
a sewage treatment system not later than 18 months after its installation;

--Requires a board of health to register sewage system installers, service
providers, and septage haulers that work in the health district under a regulatory
scheme that the Council must establish in rules;

--Requires the Council to adopt rules that require a board of health and the
manufacturer of a system, when possible, to provide instructions for the operation
and maintenance of the system;

--Requires the Council to adopt rules that prescribe standards for the siting,
design, installation, operation, monitoring, maintenance, and abandonment of
small flow on-site sewage treatment systems that may be used in Ohio;

--Allows a board of health to regulate the siting, design, installation,
operation, monitoring, maintenance, and abandonment of small flow on-site
sewage treatment systems in accordance with the rules adopted by the Council;

--Authorizes a board of health to adopt rules necessary for public health
providing for more stringent standards governing household sewage treatment

sewage from a single-family, two-family, or three-family dwelling, and "small flow on
Site sewage treatment system” means a system, other than a household sewage treatment
system, that treats not more than 1,000 gallons of sewage per day and that does not
require a National Pollutant Discharge Elimination System permit or an injection well
drilling or operating permit issued under the Water Pollution Control Law (R.C.
3718.01(D), (M), and (N)).
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systems, installers, service providers, or septage haulers than those established in
the rules of the Public Health Council;

--Requires aboard to first send written notification to the Director of Health
and the Director of Environmental Protection if the board chooses to regulate
small flow on-site sewage treatment systems,

--Creates the Sewage Treatment System Technical Advisory Committee for
the purposes of developing guidelines with the Department of Health for use by
the Director of Health in the approval or disapproval of sewage treatment systems
for use in Ohio and advising the Director on the approval or disapproval of
applications for approval of sewage treatment systems for that use;

--Requires a manufacturer of a sewage treatment system or a system
component that differsin design or function from systems or components the use
of which is authorized in rules adopted by the Public Health Council or a board of
health to apply for approval of the system or component for use in Ohio;

--Provides for the establishment and collection of fees to be charged by
local boards of health;

--Establishes judicia and administrative enforcement mechanisms; and

--Exempts sewerage or treatment works for the on-lot disposal of sewage
from asmall flow on-site sewage treatment system specifically from plan approval
and general supervision requirements and generaly from the administrative and
permitting requirements established under the Water Pollution Control Law as
well as from fees levied for those purposes if a board of health has notified the
Director of Health and the Director of Environmental Protection that the board has
chosen to regulate the system and the board remains in compliance with the rules
adopted by the Public Health Council concerning such systems.

After the enactment of Sub. H.B. 231, the Public Health Council undertook
the process of adopting the rules necessary to implement its requirements. That
process took several years with the rules ultimately taking effect on January 1,
2007. During the rule adoption process, the rules adopted under former law
continued in effect, and the Department of Health and local boards of health
continued to regul ate sewage treatment systems under those rules.

Thebill

Suspension of operation of Household and Small Flow On-Site Sewage
Treatment Systems Law. During the period beginning July 1, 2007, and ending
July 1, 2009, the bill suspends the operation of most of the provisions of the
Household and Small Flow On-Site Sewage Treatment Systems Law that was
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enacted by Sub. H.B. 231 of the 125th General Assembly and restores the law
related to household sewage disposal systems that existed prior to that Law's
enactment during the suspension. However, the bill does not suspend the
operation of the provisions of the Law that allows boards of health to regulate
small flow onsite sewage treatment systems and that creates the Sewage
Treatment System Technical Advisory Committee (see, "Sewage Treatment
System Technical Advisory Committee,” below). In order to effectuate the
suspension, the bill makes conforming changes to other sections of law that were
amended by Sub. H.B. 231 of the 125th General Assembly. At the end of the
suspension period, the bill restores the provisions as they were amended by Sub.
H.B. 231 of the 125th General Assembly. As a result of the suspension, the bill
generally requires household sewage treatment systems to be regulated under rules
adopted by the Public Health Council pursuant to its authority to adopt, amend, or
rescind sanitary rules of general application throughout the state (see below).

Rules governing household and small flow on-site sewage treatment
systems. Not later than 30 days after the provision's effective date and
notwithstanding any provision of law to the contrary, the bill requires the Public
Health Council to rescind the rules adopted under Sub. H.B. 231 related to sewage
treatment systems that took effect on January 1, 2007. At the same time as those
rules are rescinded, the Council must adopt rules that are identical to the rules
adopted under former law and that were in effect prior to January 1, 2007, except
the rules that established requirements for separation distances from a water table
and soil absorption requirements. Instead, a board of heath or the authority
having the duties of a board of health (hereafter, board of health) must adopt
standards establishing requirements for separation distances from a water table and
soil absorption requirements based on the water table and soils in the applicable
health district for purposes of the installation and operation of household sewage
treatment systems and small flow on-site sewage treatment systems in the
applicable health district.

The rescission and adoption of rules are not subject to the procedures
required for the adoption of rules under the Administrative Procedure Act.
However, the Public Health Council must file the rules in accordance with that
Act. Upon that filing, the rules take immediate effect.

Under the former rules, persons who proposed to install or alter household
sewage systems or to clean sewage tanks had to be registered by the board of
health having jurisdiction where the work would be done. Registration
requirements were established by the board of health; certificates of registration
expired annually and had to be renewed within 30 days before their expiration. If
the health commissioner of the health district found that a person registered by the
district was engaging or had engaged in practices that violated the district's rules,
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the terms of a permit to install or repair a household sewage system, or applicable
state laws, the board of health was required to notify the person, describe the
violation, and provide an opportunity for a hearing prior to revocation or
suspension of the person's registration. Council rules also required that a permit
be obtained from the board of health having jurisdiction before a household
sewage system was installed or atered. A permit was valid until the installation or
alteration was completed or for one year after issuance, whichever was earlier.
The design, construction, installation, location, maintenance, and operation of
household sewage disposal systems had to conform to the Council's rules,
engineering practices acceptable to the Department of Health, and effluent
standards of the Environmental Protection Agency.

A board of health was authorized to adopt standards for household sewage
systems that were more stringent than those of the Council when local conditions
required more stringent standards. A board of health also was authorized to grant
avariance from its rules or those of the Council if the variance was not contrary to
the public interest and the applicant for the variance showed that strict application
of the rules would cause an unusual and unnecessary hardship because of practical
difficulties or other special conditions.

The bill specifically authorizes a board of health to adopt standards for use
in the health district that are more stringent than those of the Council, provided
that the board adopting such standards considers the economic impact of those
standards on property owners, the state of available technology, and the nature and
economics of the available alternatives. If a board of health adopts standards that
are more stringent, the board must send a copy of the standards to the Department
of Health.

Finaly, the bill requires the Public Health Council, after the suspension
period of the Household and Small Flow On-Site Sewage Treatment Systems Law
expires, to adopt new rules governing the regulation of sewage treatment systems
in the state. In doing so, the Public Health Council must consider the economic
impact of those rules on property owners, the state of available technology, and
the nature and economics of the available alternatives.

Duties of boards of health concerning use of systems. The bill requires a
board of health to approve or deny the use of household sewage treatment systems
and small flow on-site sewage treatment systems in the applicable health district.
The bill defines "household sewage treatment system,” "small flow on-site sewage
treatment system," and "sewage treatment system" to have the same meaning as in
the Household and Small Flow On-Site Sewage Treatment Systems Law (the
operation of the definition section of that Law is not suspended by the bill). In
approving or denying a household sewage treatment system or small flow on-site
sewage treatment system for use in the health district, the board must consider the
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economic impact of the system on property owners, the state of available
technology, and the nature and economics of the available alternatives, ensure that
a system will not create a public health nuisance, and require a system to comply
with all of the requirements discussed below.

The bill states that notwithstanding any rule adopted by the Public Health
Council or standard adopted by a board of health governing the installation and
operation of sewage treatment systems, a board of health must ensure that the
design and installation of a soil absorption system prevents public health
nuisances. To the extent determined necessary by a board, a sewage treatment
system that is installed after the provision's effective date cannot discharge to a
ditch, stream, pond, lake, natural or artificial waterway, drain tile, other surface
water, or the surface of the ground unless authorized by a national pollutant
discharge elimination system (NPDES) permit issued under the Water Pollution
Control Law and rules adopted under it. In addition, a sewage treatment system
cannot discharge to an abandoned well, a drainage well, a dry well or cesspool, a
sinkhole, or another connection to ground water. As a condition to the issuance of
a permit to operate a system, a board of health must require a service contract for
any sewage treatment system that is subject to an NPDES permit to the extent
required by the Environmental Protection Agency. If classified as a class V
injection well, a household sewage treatment system serving a two- or three-
family dwelling or a small flow on-site sewage treatment system must comply
with specified federal regulations and with the registration requirements
established in state r ules.

Furthermore, notwithstanding any rule adopted by the Public Health
Council or standard adopted by a board of health governing the installation and
operation of household sewage treatment systems, all septic tanks, other disposal
component tanks, dosing tanks, pump vaults, household sewage disposal system
holding tanks and privy vaults, or other applicable sewage disposal system
components manufactured after the provision's effective date and used in Ohio
must be watertight and structurally sound.

Fees, Sewage Treatment System Innovation Fund. The bill authorizes a
board of health, notwithstanding any rule adopted by the Public Health Council
governing the installation and operation of household sewage treatment systems,
to establish and collect fees for the purpose of administering the bill's provisions
regarding sewage treatment systems. In addition, the bill levies a $25 application
fee for a sewage treatment system installation permit. A board of health must
collect the fee on behalf of the Department of Health and forward the fee to the
Department to be deposited in the state treasury to the credit of the Sewage
Treatment System Innovation Fund, which is created by the bill. Not more than
75% of the money in the Fund must be used by the Department to administer the
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sewage treatment system program, and not less than 25% of the money in the
Fund must be used to establish a grant program in cooperation with boards of
health to fund the installation and evaluation of new technology pilot projects. In
the selection of the pilot projects, the Director of Health must consult with the
Sewage Treatment System Technical Advisory Committee created in the
Household and Small Flow On-Site Sewage Treatment Systems Law (see
"Sewage Treatment System Technical Advisory Committee," below).

Inspection_of systems. The bill requires a board of health to inspect a
household sewage treatment system not later than one year after installation of the
system to ensure that it is not a public health nuisance.

Regulation of small flow on-site sewage treatment systems by boards of
health. The bill states that notwithstanding any rule adopted by the Public Health
Council governing the installation and operation of household sewage treatment
systems, a board of health that, prior to the provision's effective date, has obtained
authority from the Department of Health and the Environmental Protection
Agency to regulate small flow on-site sewage treatment systems may continue to
regulate such systems on and after the provision's effective date. A board of
health that has not obtained such authority may request the authority from the
Department and the Environmental Protection Agency in the manner provided by
law.

Because the bill rescinds the rules governing the regulation of small flow
on-site sewage treatment systems that were effective on January 1, 2007, the
references to those rules in the provision of the Household and Small Flow On-
Site Sewage Treatment Systems Law concerning the regulation of small flow on
site sewage treatment systems by boards of health are not operable. Instead, the
bill requires the Public Health Council to adopt rules for the implementation of
that provision of the Household and Small Flow On-Site Sewage Treatment
Systems Law.

Training in best practices in use of sewage treatment systems. The hill
requires the Department of Health in cooperation with a board of health to assess
the familiarity of the board's staff with the best practices in the use of sewage
treatment systems and conduct appropriate training to educate the board's staff in
those best practices and in the use of any new sewage treatment system technology
that is recommended for use by the Sewage Treatment System Technical Advisory
Committee (see below).

Injunctive _action by Department of Health. The bill authorizes the
Department of Health to file an injunctive action against a board of health that
alows a household sewage treatment system or small flow on-site sewage
treatment system to cause a public health nuisance, provided that the Department
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provides reasonable notice to the board and allows for the opportunity to abate the
nuisance prior to the action.

Off-lot_sewage treatment systems. The bill prohibits the Environmental
Protection Agency from requiring a board of health to enter into a memorandum
of understanding or any other agreement with the Agency regarding the issuance
of NPDES permits for off-lot sewage treatment systems. Instead, a representative
of a board of health may meet with a person who intends to install such a system
to determine the feasibility of the system and refer the person to the Agency to
secure an NPDES permit for the system if needed.

Expiration of authority established by bill. The bill states that the above
provisions concerning the regulation of household sewage treatment systems and
small flow on-site sewage treatment systems expire on the effective date of the
rules that are to be adopted under the provision of the Household and Small Flow
On-Site Sewage Treatment Systems Law governing the adoption o rules when
that provision becomes operational on July 1, 2009.

Sewage Treatment System Technical Advisory Committee. Current law
creates the Sewage Treatment System Technical Advisory Committee consisting
of the Director of Health or the Director's designee and ten members who are
knowledgeable about sewage treatment systems and technologies to be appointed
by the Director. Of the ten members, one must represent academia, two must
represent the interests of manufacturers of household sewage treatment systems,
one must represent installers and service providers, two must be hedth
commissioners who are members of and recommended by the Association of Ohio
Health Commissioners, one must be a registered sanitarian who is a member of the
Ohio Environmental Health Association, one must be an engineer from the
Environmental Protection Agency, one must be selected from among soil
scientists from the Division of Soil and Water Conservation in the Department of
Natural Resources, and one must be a representative d the public who is not
employed by the state or any of its political subdivisions and who does not have a
pecuniary interest in sewage treatment systems.

The bill revises the membership of the Committee as well as the
appointment procedures. It retains the Director of Health or the Director's
designee as a member. However, the bill requires four members to be appointed
by the Governor, three members to be appointed by the President of the Senate,
and three members to be appointed by the Speaker of the House of
Representatives as follows:

(1) Of the members appointed by the Governor, one must represent
academia, one must be a representative of the public who is not employed by the
state or any of its political subdivisions and who does not have a pecuniary interest
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in household sewage treatment systems, one must be an engineer from the
Environmental Protection Agency, and one must be selected from among soil
scientists in the Division of Soil and Water Conservation in the Department of
Natural Resources;

(2) Of the members appointed by the President of the Senate, one must be
a health commissioner who is a member of and recommended by the Association
of Ohio Health Commissioners, one must represent the interests of manufacturers
of household sewage treatment systems, and one must represent installers and
service providers; and

(3) Of the members appointed by the Speaker of the House of
Representatives, one must be a health commissioner who is a member of and
recommended by the Association of Ohio Health Commissioners, one must
represent the interests of manufacturers of household sewage treatment systems,
and one must be a registered sanitarian who is a member of the Ohio
Environmental Health Association.

Notwithstanding any provision of law to the contrary, the bill terminates on
January 1, 2008, the terms of office of the members of the Committee whose terms
expire in 2008 and 2009. The Governor, the President of the Senate, and the
Speaker of the House of Representatives must appoint new members to the
Committee in accordance with the procedures discussed above to replace the
members whose terms are terminated. However, members appointed to replace
the members whose terms were to expire in year 2009 must be appointed for a
term of four yearsinstead of three years as required under current law. Members
whose terms expire on January 1, 2008, by the operation of the bill may be
reappointed by the Governor, the President of the Senate, or the Speaker of the
House of Representatives in accordance with the bill.

The bill requires the Committee to annually select a chairperson and a vice-
chairperson from among its members rather than having the Director of Health
serve as the chairperson as in current law. In addition, the bill makes conforming
changesin thelaw to reflect the above changes.

Current law requires the Committee to do all of the following:

(1) Develop with the Department of Health standards and guidelines for
use by the Director in approving or disapproving a sewage treatment system or
components of a system under the Household and Small Flow On-Site Sewage
Treatment Systems Law (the bill eliminates the phrase "use by the Director in,"
thus requiring the Committee to develop with the Department standards and
guidelines for approving or disapprovi ng systems or components of systems under
that Law);
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(2) Develop with the Department an application form to be submitted to
the Director by an applicant for approval or disapproval of a sewage treatment
system or components of a system and specify the information that must be
included with an application; and

(3) Advise the Director on the approval or disapproval of an application
sent to the Director requesting approval of a system or components of a system.

The bill establishes two additional duties of the Committee. First, the
Committee must pursue and recruit in an active manner the research, development,
introduction, and timely approval of innovative and cost-effective household
sewage treatment systems and components of a system for use in Ohio, which
must include conducting pilot projects to assess the effectiveness of a system or
components of a system. Second, by January 1, 2008, the Committee must
provide the Household Sewage and Small Flow On-Site Sewage Treatment
System Study Commission created by the bill with a list of available alternative
systems and the estimated cost of each system (see "Household Sewage and
Small Flow On-Site Sewage Treatment System Study Commission," below).

Household Sewage and Small Flow On-Site Sewage Treatment System
Study Commission. The bill creates the Household Sewage and Small Flow On-
Site Sewage Treatment System Study Commission consisting of the following
members:

(1) A representative of the Department of Health appointed by the Director
of Health;

(2) A representative of the Environmental Protection Agency appointed by
the Director of Environmental Protection;

(3) A representative of the Department of Natural Resources appointed by
the Director of Natural Resources;

(4) Five members appointed by the Association of Ohio Health
Commissioners, one of whom must be from the northwest region of the state, one
from the northeast region of the state, one from the southwest region of the state,
one from the southeast region of the state, and one from the central region of the
state. In making the appointments, special consideration must be given to a
county in which at least 25% of the parcels of land are serviced by sewage
treatment systems.

(5) One member appointed by the Association of Ohio Pedologists;

(6) One member appointed by the County Commissioners Association of
Ohio;
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(7) One member appointed by the County Engineers Association of Ohio;
(8) One member appointed by the Ohio Association of Realtors;
(9) One member appointed by the Ohio Environmental Council;

(10) One member appointed by the Ohio Environmental Health
Association;

(11) One member appointed by the Ohio Home Builders Association;

(12) One member appointed by the Ohio Manufactured Housing
Association;

(13) One member appointed by the Ohio Onsite Wastewater Association;
(14) One member appointed by the Ohio Precast Concrete Association;
(15) One member appointed by the Ohio Public Health Association;

(16) One member appointed by the Ohio State University Extension;
(17) One member appointed by the Ohio Township Association;

(18) One member appointed by the Ohio Waste Haulers Association;

(19) Three members of the House of Representatives appointed by the
Speaker of the House of Representatives, two from the majority party and one
from the minority party;

(20) Three members of the Senate appointed by the President of the
Senate, two from the majority party and one from the minority party;

(21) One member appointed by the Ohio Farm Bureau Federation; and
(22) One member appointed by the Ohio Farmers Union.

All appointments must be made not later than 30 days after the provision's
effective date. One member of the Senate and one member of the House of
Representatives jointly designated by the President of the Senate and the Speaker
of the House of Representatives must serve as co-chairpersons. The Commission
must hold its first meeting not later than 60 days after the provision's effective date
and must hold regular meetings as necessary after the initial meeting.

The bill requires the Commission to study issues concerning household
sewage treatment systems and small flow on-site sewage treatment systems and
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recommend appropriate legislation to the General Assembly establishing
reasonable standards for the siting, design, installation, operation, monitoring,
maintenance, and abandonment of household sewage treatment systems and small
flow on-site sewage treatment systems for the purpose of preventing public health
nuisances. In making the recommendations, the Commission must consider the
economic impact of the standards on property owners, the state of technology
currently utilized in household sewage treatment systems and small flow on-site
sewage treatment systems, and the nature and economics of available alternatives
to that technology. @ The Commission also must explore and establish
recommendations regarding funding sources for and mechanisms for providing
assistance to homeowners for paying the cost of compliance with the new
proposed standards.

Not later than December 1, 2008, the Commission must submit a report of
its findings and recommendations to the Governor, the President of the Senate, and
the Speaker of the House of Representatives. Upon the submission of the report,
the Commission ceases to exist.

Reports by Director of Health. The bill requires the Director of Health to
issue a report to the Household Sewage and Small Flow On-Site Sewage
Treatment System Study Commission that includes recommendations regarding
standards for the siting, design, installation, operation, nonitoring, maintenance,
and abandonment of household sewage treatment systems and small flow on-site
sewage treatment systems. The recommendations must include information
concerning the cost and state of technology currently utilized in household sewage
treatment systems and small flow on-site sewage treatment systems and the nature
and economics of available alternatives to that technology. The Director must
issue the report to the Commission not later than January 1, 2008.

In addition, the bill requires the Director to conduct a survey of boards of
health in this state concerning household sewage treatment system operations and
the failure rates of those systems. The Director must issue a report concerning the
survey to the Study Commission not later than June 1, 2008. The bill requires
boards of health to provide, in a timely manner, any and all relevant information
pertaining to the household sewage treatment system program that is requested by
the Director under the bill and that the Director determines to be necessary for
completion of the survey.

Hospital performance web site contract

(R.C. 3727.391)

Current law requires the Director of Health to enter into a contract to make
hospital performance information available on a web site only to the extent that
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the General Assembly has made appropriations. The bill removes the limitation
that the Director is to enter into a contract only to the extent that the General
Assembly has made appropriations.

OFFICE OF THE INSPECTOR GENERAL (1GO)

Allows the Inspector General to employ and fix the compensation of
employees of the Office of the Inspector General.

Employees of the | nspector General

(R.C. 121.48)

Provides that the Inspector General may employ and fix the compensation
of one or more deputy inspectors general and professional, technical, and clerical
employees. Current law provides that the Inspector General may appoint one or
more deputy inspectors general and professional, technical, and clerical employees
but does not specify any duties or authority of the Inspector General with respect
to their compensation.

DEPARTMENT OF INSURANCE (INS)

Extends the exemption from the 5% foreign insurers premium tax to any
type of insurance procured by an entity in which the mgority of its
business involves pharmaceutical products.

Requires both group and individual policies of sickness and accident
insurance to provide coverage for the diagnosis and treatment of
biologically based mental illnesses on the same terms and conditions, and
with the same benefits provided, as the treatment of all other physica
disorders covered by that policy with certain exceptions.
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Foreign insurers tax

(R.C. 3905.36; Section 739.10)

Under existing law, with certain exceptions, every insured association,
company, corporation, or other person that enters into any agreements, either
directly or through a surplus lines broker, with any insurance company,
association, individual, firm, underwriter, or Lloyd's, not authorized to do business
in this state ("foreign insurer"), to procure, continue, or renew insurance covering
subjects resident in Ohio must do both of the following annually: (1) return to the
Superintendent of Insurance a form containing certain business activity and
premium collections information and (2) pay to the Treasurer of State (for deposit
into the GRF) a tax equal to 5% of the gross premium, fee, assessment, dues, or
other consideration for the insurance.

The foreign insurers premium tax does not apply currently to professional
or medical liability insurance procured by an entity in which the mgority of its
business involves pharmaceutical products. The bill broadens that exception to
include any type of insurance procured by such an entity.

Uncodified language in the bill specifies that the bill amends the law
governing the foreign insurers premium tax "for the purpose of clarifying the
intent of the 126th General Assembly.” Under the bill, notwithstanding any
provision of section 3905.36 of the Revised Code to the contrary, all agencies and
departments of the date or any political subdivision must apply the legislative
intent from this amendment as of January 1, 2007.

Biologically based mental illness

(R.C. 3923.281)

Under current law, group policies of sickness and accident insurance must
provide coverage for the diagnosis and treatment of biologically based mental
ilInesses on the same terms and conditions, and with the same benefits provided,
as the treatment and diagnosis of all other physical diseases and disorders covered
by that policy. Current law also exempts group policies from this requirement if
the insurer can meet certain conditions. The bill extends both the requirement for
coverage and the exception to individual as well as group policies.
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DEPARTMENT OF JOB AND FAMILY SERVICES (JFS)
|. General

Grant agreements

Requires boards of county commissioners to enter into grant agreements
with the Director of the Ohio Department of Job and Family Services
(ODJFS), rather than permitting the boards to enter into fiscal agreements
with the Director.

Prohibits, effective July 1, 2008, the ODJFS Director from making a
grant of federal financial assistance regarding family services duties (i.e.,
services performed by a county department of job and family services,
public children services agency (PCSA), or child support enforcement
agency (CSEA)) through any means other than a grant agreement, rather
than permitting a board of county commissioners to select which family
services duties to include in afiscal agreement.

Requires a county children services board and a county elected officia
performing the duties of a CSEA to jointly enter into a grant agreement
with the board of county commissioners and ODJFS Director, rather than
requiring a children services board or county elected official to jointly
enter into a fiscal agreement only if the fiscal agreement includes family
services duties of a PCSA or CSEA.

Provides that ODJFS may take specified actions directly against a PCSA
regarding certain problems with family services duties only if a children
services board serves as the PCSA and may take such actions directly
againgt a CSEA only if a county elected officia performs the duties of
the CSEA; otherwise ODJFS is to take the action against the board of
county commissioners,

Provides that ODJFS may no longer take specified actions directly
against a county department of job and family services regarding certain
problems with family services duties but must instead take the action
against the board of county commissioners.
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I ndividual Development Account program

Increases income dligibility for the Individual Development Account
program.

Increases the amount fiduciary organizations may deposit into Individual
Devel opment Accounts.

Food Stamp Program Fund

Creates the Food Stamp Program Fund.

Military I njury Relief Fund

Authorizes incentive grants that have been authorized by the federal
"Jobs for Veterans Act," to be contributed to the Military Injury Relief
Fund.

Specifies that an individual diagnosed with post-traumatic stress disorder,
who has served in Operation Iragi Freedom or Operation Enduring
Freedom, is eligible for a grant from the Military Injury Relief Fund.

Disability M edical Assistance Program

Permits the ODJFS Director to adopt rules that establish or specify limits
on the number and types of providers eligible to be reimbursed for
services provided to individuals enrolled in the Disability Medica
Assistance Program.

Kinship Permanency | ncentive Program

Increases to 300% (from 200%) of the federa poverty guidelines the
income digibility limit for participation in the Kinship Permanency
Incentive Program.

Removes a specia needs determination requirement for the Program and
makes changes to digibility based on custody or guardianship.

Workforce | nvestment

Requires the Director of Job and Family Services and the Director of
Development jointly to prepare a plan to utilize the funds Ohio receives
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to administer the federa "Workforce Investment Act of 1998," to train
workers within Ohio.

Requires the Department of Job and Family Services to provide guidance
to local workforce policy boards to encourage the broadest participation
by training providers, including proprietary schools, who demonstrate
effectiveness in providing training opportunities under the Workforce
Investment Act of 1998.

[I. Child Welfare and Adoption

Requires ODJFS to develop, implement, and oversee the use of a Child
Placement Level of Care Tool on a pilot basis and designate a person,
obtained through competitive bidding, to independently evaluate the pilot
program.

Requires ODMH b conduct a study of a sample of the children placed
using the Child Placement Level of Care Tool that evaluates outcomes
from administering the Ohio Scales Tool, send a copy of the results of the
study to the independent evaluator of the Child Placement Level of Care
Tool, who will then compare the evaluation of the Child Placement Level
of Care Tool to the study of the Ohio Scales Toal.

Allows ODJFS to also use a portion of the 3% of the Title IV-E funds
withheld from public children services agencies for efforts supporting
organizationa excellence, including voluntary activities to be accredited
by a nationally recognized accreditation organization.

. Child Care and Child Support Enforcement

Requires the ODJFS Director to adopt rules to implement a program to
collect child support arrearages from insurance claims, settlements,
awards, and payments.

Specifies that any insurer providing information under the program to
collect child support arrearages from insurance clams, settlements,
awards, and payments is immune from any civil liability for providing
that information.

Requires ODJFS to clam $25 from the current processing charge
imposed on an obligor in certain Title IV-D child support cases
beginning not later than March 31, 2008.
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Requires the ODJFS Director to adopt rules to implement collection of
the annual fee.

Alters how a court or child support enforcement agency makes hedlth
care determinations with respect to child support orders.

Makes conforming changes to the child support computation worksheets.

Requires ODJFS to contract with a third party to conduct a child care
market rate survey by October 1 in each even-numbered year, instead of
ODJFS conducting it annually, and requires the third party to compile
and report the information to ODJFS by December 1 of that year.

Requires that rules that the ODJFS Director must adopt regarding
reimbursement ceilings for providers of publicly funded child care be
adopted no later than July 1 in each odd-numbered year.

Requires ODJFS to use a portion of the federa Child Care and
Development Block Grant Act to establish a voluntary child care quality-
rating program (Step Up to Quality) and requires the ODJFS Director to
adopt rules to implement the program.

Permits child day-care centers participating in Sep Up to Quality to be
eligible for grants, technical assistance, training, or other assistance; if
the center maintains a quality rating, permits the center to be dligible for
unrestricted monetary awards.

V. Unemployment Compensation

Eliminates the Trade Benefit Account under the Unemployment
Compensation Law and requires the ODJFS Director to deposit the
federal funds currently deposited into that account into the Trade Act
Traning and Administration Account under the Unemployment
Compensation Law.

Specifies that the State Treasurer, under the direction of the ODJFS
Director, may transfer funds from the Trade Act Training and
Administration Account to the Unemployment Compensation Benefit
Account for the purpose of making specified payments directly to
claimants in accordance with specified federal acts.
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V. OhioWorksFirst

Requires that the maximum amount of cash assistance an assistance
group may receive under the Ohio Works First program be increased on
January 1, 2009, and the first day of each January thereafter by the cost-
of-living adjustment made for Social Security benefits.

Eliminates a requirement that an Ohio Works First application include, if
there are at least two telephone numbers available for contacting
members of an assistance group, at least those two telephone numbers.

Provides that the first step in determining whether an assistance group
meets the income digibility requirements for the Ohio Works First
program is to determine whether the assistance group's gross income, less
certain disregards, exceeds 50% of the federa poverty guidelines rather
than the higher of 50% of the guidelines and the gross income maximum
for initial eligibility asin effect on September 28, 2005.

Prohibits a county department of job and family services from delaying
an eligibility determination for Ohio Works First on the basis that a self-
sufficiency contract has not been completed.

Provides for an Ohio Works First sanction to last one month, three
months, or six months (depending on the number of previous violations)
rather than the longer of that period of time or when the violation ceases.

Requires the ODJFS Director to establish standards for the determination
of good cause for a violation of a self-sufficiency contract rather than
having each county department of job and family services establish such
standards.

Eliminates a requirement that good cause for a violation regarding work
requirements include specific statutorily-prescribed situations, such as a
county department's failure to place an individual in an activity.

Stipulates that a minor head of household's participation in the LEAP
program counts in determining whether a county department of job and
family services is complying with requirements regarding work
participation rates.

Exempts a minor head of household participating in the LEAP program
from the requirement to enter into a salf-sufficiency contract and
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prohibits a self-sufficiency contract from including provisions regarding
the LEAP program.

Provides that a county department is not to appraise a minor head of
household participating in the LEAP program for the purpose of work
participation activities or assign such a minor head of household to a
work activity or developmental activity.

Provides that a fugitive felon and an individual violating a condition of
probation, a community control sanction, parole, or a post-rel ease control
sanction is ineligible for assistance under Ohio Works First rather than
ingligible to participate in Ohio Works Firgt.

Requires a county department of job and family services to (1) identify
assistance group members applying for or participating in Ohio Works
First who have been subjected to domestic violence by utilizing a
domestic violence screening process to be established in rules, (2) refer a
member who has been subjected to domestic violence to counseling and
supportive services, and (3) make a determination of whether a member
participating in Ohio Works First should be issued a waiver that exempts
the member from an Ohio Works First requirement.

V1. Medicaid

Requires that at least one of the doctor members of the Pharmacy and
Therapeutics Committee in ODJFS be a psychiatrist.

Requires that a Medicaid provider agreement expire three years from its
effective date, requires the adoption of rules for the use of time-limited
provider agreements, and provides for the conversion of existing provider
agreements that are not time-limited.

Eliminates the five-year limit for termination of a provider agreement
based on an action brought by the Attorney Generadl.

Authorizes the denial or termination of a provider agreement for any
reason permitted or required by federal law.

Requires the suspension of a provider agreement held by a
noninstitutional health care provider based on an indictment.
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Authorizes the exclusion of an individual, provider, or entity from
participation in the Medicaid program for any reason permitted or
required by federal law.

Modifies the circumstances under which ODJFS is not required to
conduct an adjudication when imposing sanctions relative to a provider
agreement, including sanctions imposed for failing to obtain or maintain
arequired certification.

Permits ODJFS to require that Medicaid providers and provider
applicants submit to criminal records checks as a condition of obtaining
or retaining a provider agreement.

Permits ODJFS to require, through a Medicaid provider, that a person
submit to a crimina records check as a condition of becoming or
continuing to be employed with the provider or becoming or continuing
to be an owner, officer, or board member of the provider.

Specifies the offenses that disqualify a person from being a Medicaid
provider or an employee, owner, officer, or board member of a provider.

Prohibits a Medicaid provider from employing a person who has been
excluded from participation in Medicaid, Medicare, or any other federal
health care program.

Modifies the procedures used to obtain the criminal records checks
required as a condition of (1) employment in a position that involves
providing home and community-based services through a Medicaid
waiver program to a person with disabilities and (2) recelving a Medicaid
provider agreement as an independent provider of such services.

Increases the number of disqualifying offenses, including such offenses
as soliciting, identity fraud, disorderly conduct, falsification, and
engaging in a pattern of corrupt activity.

Prohibits a person from being employed or receiving aMedicaid provider
agreement if the person has been found eligible for intervention in lieu of
conviction for any of the disqualifying offenses.

Requires, effective July 1, 2009, and to the extent permitted by federal
law, (1) Medicaid applications to be submitted through the Internet or by
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other electronic means, and (2) county departments of job and family
services that accept documents related to Medicaid applications to
convert such documents to an electronic format and store them
electronicaly.

Requires county departments of job and family services to calculate
annually the total expenses the county incurred in the state fiscal year
ending in the previous calendar year to comply with the electronic
conversion and storage requirements and to reduce the county's share of
public expenditures for a state fiscal year by that amount.

Requires the ODJFS Director to adopt rules to implement the electronic
application submission and electronic converson and storage
requirements and specifies what, at a minimum, these rules must address.

Requires ODJFS to assist county departments of job and family services
in developing and obtaining electronic databases and other necessary
systems through a competitive bidding process to comply with the
electronic conversion and storage requirements.

Requires a heath care provider or medical records company to provide
one free copy of a patient's medical record to a county department of job
and family services.

Eliminates the scheduled reduction (to $1) in the nursing home and
hospital franchise permit fee, thereby retaining the current $6.25 per bed

per day fee.

Provides for the Nursing Facility Stabilization Fund to continue to get
84% of the money generated by the nursing home and hospital franchise
permit fee in fiscal year 2008 and theresfter.

Authorizes ODJFS, when a nursing facility, hospital, or intermediate care
facility for the mentally retarded (ICF/MR) fails to pay the full amount of
a franchise permit fee installment when due, to offset from a Medicaid
payment due the facility or hospital an amount less than or equal to the
installment and a penalty assessed because of the failure, as an dternative
to withholding an amount equal to the installment and penalty until the
installment and penalty is paid.
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Authorizes ODJFS to both make the offset and terminate the Medicaid
provider agreement of the nursing facility, hospital, or ICF/MR or take
just one of those actions.

Provides that the definition of "date of licensure" in current law
governing Medicaid reimbursement rates for nursing facilities and
ICFSYMR applies in determinations of Medicaid rates for nursing
facilities and ICFS/MR but does not apply in determining their franchise
permit fees.

Establishes statutory provisions for the appointment of the Medical Care
Advisory Council, consisting of 11 members, to advise ODJFS about
health and medical care services for purposes of the Medicaid program.

Requires ODJFS to permit the Council to participate in Medicaid policy
development and program administration.

Makes changes to current law required by the federal Deficit Reduction
Act of 2005 by clarifying the specific entities that are considered "third
parties’ against which ODJFS can assert its right to recover the cost of
medical assistance paid on behalf of public assistance recipients or
participants, requiring third parties to cooperate with ODJFS and accept
its right of recovery and assignment of public assistance recipients and
participants rights, and imposing certain requirements on third parties
with respect to providing ODJFS with coverage, eligibility, and claims
data needed to identify liable third parties.

In accordance with a U.S. Supreme Court holding issued in May 2006,
repedls the law that specifies that the entire amount of a payment,
settlement, or compromise of atort action or claim against a third party is
subject to ODJFS's or a county department of job and family services
right of recovery and replaces it with a provison that "any payment,
settlement, or compromise of an action or claim, or any court award or
judgment,” is subject to the right of recovery.

Requires disclosure of the identity of any third party against whom a
public assistance recipient or participant has or may have a right of
recovery to be in writing and to include the address of the third party.
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Extends the liability to reimburse ODJFS and the appropriate county
department in current law that applies when appropriate disclosure is not
given to arecipient's or participant's attorney, if thereis one.

Enacts into Ohio law provisions of federal Medicaid law that prohibit a
third party from taking an individual's Medicaid status into account in
enrollment or payment decisions.

Permits a governmental entity that is responsible for issuing a license,
certificate of authority, registration, or approval that authorizes the third
party to do business in Ohio to, in accordance with the Ohio
Administrative Procedure Act, deny, revoke, or terminate the third party's
license, certificate, registration, or approval, or to impose a fine, as
determined appropriate by the governmental entity, if the third party fails
to comply with the requirements imposed on third parties by the bill with
respect to providing ODJFS with certain data or the prohibition on taking
an individua's medical assistance status into account in enrollment or
payment decisions. Also permits the Attorney General to petition a court
of common pleasto enjoin the violation.

Requires ODJFS to adopt rules to specify certain matters with respect to
changes made by the bill to ODJFS right of recovery and assignment of
rights.

Authorizes the Children's Health Insurance Program to include persons
under age 19 with family incomes up to 300% of the federa poverty
guidelines starting not earlier than January 1, 2008.

Requires the ODJFS Director to amend the state Medicaid plan to
implement, beginning January 1, 2008, a federal option under which an
individual under age 21 qualifies for Medicaid if the individual (1) wasin
foster care under the responsibility of the state on the individual's 18th
birthday, (2) received Title IV-E foster care maintenance payments or
independent living services before turning age 18, and (3) meets al other
applicable eigibility requirements.

Requires that the ODJFS Director submit an amendment to the state
Medicaid plan to increase to 200% (from 150%) of the federal poverty
guidelines the family income a pregnant woman may have and remain
eligible for Medicaid.
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Specifies that the expansion of Medicaid digibility for pregnant women
IS to begin not earlier than January 1, 2008.

Eliminates the two-year limit on parents Medicaid digibility.

Authorizes the Governor to issue an executive order to lower, but not
increase, the income dligibility limit for one or more Medicaid
components.

Requires ODJFS to adopt rules establishing methods designed to provide
information about the Healthcheck program.

Requires that the ODJFS Director seek federal approval to establish the
Medicaid Buy-In for Workers with Disabilities Program.

Requires that an individual whose family's income exceeds 150% of the
federal poverty guidelines pay an annua premium as a condition of
qualifying for the program.

Permits an individual participating in the program on the basis of being
an employed individual with a medically improved disability to continue
to participate for up to six months after ceasing to be employed.

Stipulates that no individual is to be denied dligibility for the program
due to receiving home or community-based services under a Medicaid
waiver.

Exempts an individual receiving services under a Medicad home or
community-based services waiver from paying any cost-sharing expenses
otherwise applicable under the Medicaid waiver for any period during
which the individual also participates in the Medicad Buy-In for
Workers with Disabilities Program.

Stipulates that no individua will have waiver component services
reduced or disrupted on the basis of participating in the Medicaid Buy-In
for Workers with Disabilities Program, even if the individual's income or
assets increase above the limit allowed under the waiver.

Creates the Medicaid Buy-In Advisory Council.

Includes in the Revisad Code a federa requirement under which an
individual who has received, or is entitled to receive, benefits under a
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long-term care insurance policy in connection with which assets or
resources are disregarded is subject to the Medicaid Estate Recovery
Program for nursng facility and other long-term care services the
individual correctly receives under the Medicaid program.

Requires the person responsible for the estate of a spouse of a decedent
subject to Medicaid estate recovery to submit a properly completed
Medicaid estate recovery reporting form to the administrator of the
Medicaid Estate Recovery Program.

Requires the administrator of the Medicaid Estate Recovery Program to
prescribe forms for the beneficiary of a transfer on death deed, the
surviving tenant under a survivorship tenancy, or the representative of
such a beneficiary or surviving tenant to indicate whether the deceased
owner of the real property was a decedent subject to the Medicaid Estate
Recovery Program or the spouse of such a decedent and whether the rea
property was part of the estate of such a decedent.

Requires a county recorder to obtain the completed form and send a copy
to the administrator of the Medicaid Estate Recovery Program before
recording a transfer of real property under a transfer on death deed or
registering title in the surviving tenants.

Eliminates a provision specifying the number of hours menta health
services can be provided dailly under Medicaid partial hospitalization
provisions for community mental health facilities.

Provides that a drug used for treatment of a mental illness or disorder
may be subjected to a prior authorization requirement, preferred drug list,
or generic substitution requirement under the Medicad program,
including its managed care components, only if the drug is a brand name
drug with a generic equivalent.

Requires the Medicaid program to cover occupational therapy services
provided by a licensed occupational therapist and permits any licensed
occupational therapist to enter into a provider agreement with ODJFS.

Requires the ODJFS Director to expand Medicaid cost-sharing
requirements.
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Requires the Director of Job and Family Services, no later than August
31, 2007, to submit a report to the General Assembly on the costs and
potential three-year cost savings associated with participation in the
federa Public Assistance Reporting Information System (PARIS) and, no
later than October 1, 2007, to enter into any necessary agreements with
the United States Department of Headth and Human Services and
neighboring states to join and participate as an active member in PARIS
If cost savings are indicated in the report.

Permits the Department to disclose information relating to public
assistance participants to the extent necessary to participate in PARIS.

Requires the Director of Job and Family Services, no later than January
1, 2008, to submit a report to the General Assembly on the Primary
Alternative Care Treatment (PACT) program and the average cost of
participants before and after participation in the program.

Requires the Director, no later than January 1, 2009, to submit an
additional report on the total cost savings achieved through PACT.

Requires the Director of Job and Family Services, no later than one year
after the effective date of this provision of the hill, to submit a report to
the General Assembly on the effect of Medicare Part D and the care
management system on the Supplemental Drug Rebate Program,
including an evaluation of the changing price of pharmaceuticals in the
supplemental program resulting from Medicare Part D and the managed
care system and cost savings from increased use of generic drugs.

Revises current law requiring providers of Medicaid services to provide
information about the prevention and detection of fraud, waste, and ause
in federal hedth care programs to their employees, contractors, and
agents.

Prohibits a provision of Ohio law that incorporates a provision of federal
Medicaid law, or requires state compliance with the federal provision,
from being construed as creating a cause of action to enforce the Ohio
law that differs from the causes of action available under the federal law.

Repeals law establishing the Medicad Care Management Working
Group.
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Eliminates a requirement that performance-based financial incentives be
implemented in Medicaid managed care contracts.

Requires ODJFS to use actuarialy sound capitation rates, in accordance
with federal law, for purposes of its Medicaid managed care contracts
with health insuring corporations (HICs).

Requires, before ODJFS may submit proposed capitation rates for federa
approval, that ODJFS prepare a document specifying how the proposed
rates conform to generally accepted actuarial principles and practices and
that ODJFS include the document with the information submitted for
federa approval.

Authorizes ODJFS to consult with the Superintendent of Insurance when
preparing the document regarding its proposed capitation rates and to ask
the Superintendent to assess whether the proposed rates would have
negative financial effects on HICs.

Requires health care providers that do not participate in Medicaid to
accept the Medicaid fee-for-service payment rate for emergency services
furnished to a Medicaid recipient enrolled in a Medicaid managed care
organization, in the same manner that the fee-for-service payment rate
applies to Medicaid-participating providers that are not under contract
with the managed care organization.

Allows a Medicad-participating heath insuring corporation to
implement a pharmacy utilization management program under which a
Medicaid recipient must (1) receive prior authorization to obtain a
controlled substance and (2) if the person is at high risk for fraud or
abuse involving controlled substances, have prescriptions for those drugs
filled by a designated pharmacy, medica provider, or health care facility.

Requires the ODJFS Director to analyze the fiscal impact that federal
upper limits (FULSs) affecting reimbursement rates for generic drugs, as
amended by the Deficit Reduction Act of 2005 (DRA), will have on
pharmacists in fisca years 2008 and 2009.

Notwithstanding current law governing dispensing fees, requires the
ODJFS Director, not later than ten days after completing the fiscal impact
analysis, to increase the dispensing fee paid to each pharmacist with a
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valid Medicaid provider agreement for dispensing a generic drug to a
Medicaid recipient in fiscal year 2008 or 20009.

Requires that the amount of the increases in the dispensing fee be
determined in a manner that compensates pharmacists for the loss of
revenue the ODJFS Director projects that pharmacists, on average, will
incur as aresult of the changes to FULs by the DRA.

Prohibits the total amount the ODJFS Director expends to pay the
increase in the dispensing fee in fiscal year 2008 or 2009 from exceeding
the total amount the Medicaid program is projected to save in those fiscal
years as a result of the changes to FUL s by the DRA.

Expands eligibility for the Medicaid Assisted Living Program.

Requires an individual admitted to a nursing facility who is eligible for
Medicaid to be provided with information about applying for the Assisted
Living Program.

Prohibits the ODJFS Director from applying for a Section 1115 Medicaid
waiver unless the Director provides the Speaker of the House of
Representatives and President of the Senate written notice of the waiver
request at least ten days before the date the Director submits the request
to the federal government.

Provides that the Director of Budget and Management, subject to
Controlling Board approval, may create new funds, transfer funds among
affected agencies, and take other actions in support of any home and
community-based services waiver program.

Requires the Rehabilitation Services Commission and ODJFS to work
together to reduce duplication of activities performed by each agency
regarding mutual clients.

For fiscal years 2008 and 2009 only, (1) requires the ODJFS Director to
pay the full cost (100%) of Medicaid cost outlier claims for inpatient
admissions at children's hospitals that are less than $443,463 (adjusted
annually for inflation), rather than just 85% of the cost, but (2) specifies
that paying the full cost of such claims must cease and revert back to
85% of the estimated cost when the difference between the total amount
the Director has paid at full cost for the outlier claims and the tota
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amount the Director would have paid for such claims at the 85% level
exceeds the sum of the state funds earmarked for the additional cost
outlier paymentsin each fiscal year and the corresponding federal match.

For fiscal years 2008 and 2009 only, requires the ODJFS Director to
make supplemental Medicaid payments to children's hospitals for
inpatient services under a program modeled after the program that
ODJFS was required to create under Am. Sub. H.B. 66 of the 126th
Genera Assembly for supplemental payments to children's hospitals
when the difference between the total amount the Director has paid at full
cost for Medicaid outlier claims and the total amount the Director would
have paid at the 85% level for the claims does not require the expenditure
of all state and federal funds earmarked for the additional cost outlier
payments in the applicable fiscal year.

Prohibits the ODJFS Director from adopting, amending, or rescinding
any rules that would result in decreasing the amount paid to children's
hospitals for cost outlier claims.

Adjusts the formula used to calculate nursing facilities Medicaid
reimbursement rates for fiscal year 2008 by (1) increasing the cost per
case mix-unit, rate for ancillary and support costs, rate for capital costs,
and rate for tax costs as caculated under the formula by 2%, then by
another 2%, and then by 2.8%, (2) increasing the mean payment used in
the calculation of the quality incentive payment to $3.06 per Medicaid
day, (3) limiting the total rate to not more than 109.85% and not less than
100% of a nursing facility's fiscal year 2007 total rate, and (4) reducing,
if the federa government requires that the nursing facility franchise
permit fee be reduced or eliminated, the payments as necessary to reflect
the loss of revenue and federal financia participation generated by the
fee,

Adjusts the formula used to calculate nursing facilities Medicaid
reimbursement rates for fiscal year 2009 by (1) increasing the cost per
case mix-unit, rate for ancillary and support costs, rate for capital costs,
and rate for tax costs as caculated under the formula by 2%, then by
another 2%, then by 2.8%, and then by 0.5%, (2) increasing the mean
payment used in the calculation of the quality incentive payment to $3.12
per Medicaid day, (3) limiting the total rate to not more or not less than
100% of a nursing facility's fiscal year 2007 total rate, and (4) reducing,
if the federal government requires that the nursing facility franchise
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permit fee be reduced or eliminated, the payments as necessary to reflect
the loss of revenue and federa financial participation generated by the
fee

Adds offsite day programming to the costs included in the direct care
costs of intermediate care facilities for the mentally retarded (ICFSYMR)
for the purpose of Medicaid reimbursement.

Requires ODJFS to reduce the fisca year 2008 Medicaid rates for
ICFS/MR if the mean total per diem rate for al ICFSYMR weighted by
May 2007 Medicaid days and calculated as of July 1, 2007, exceeds
$266.14.

Requires ODJFS to reduce the fisca year 2009 Medicaid rates for
ICFSMR if the mean total per diem rate for all ICFSIMR weighted by
May 2008 Medicaid days and calculated as of July 1, 2008, exceeds
$271.46.

Creates the ICF/MR Reimbursement Study Council and requires the
Council to submit a report, not later than July 1, 2008, on its review of
the state system for Medicaid reimbursement of ICF/MR services.

Prohibits, for the remander of a fiscal year, further adjustments
otherwise authorized by law governing Medicaid payments to ICFSYMR
following areduction in the Medicaid rates for ICFSMR.

Increases the Medicaid reimbursement rates for PASSPORT services
provided during fiscal year 2008 by 3% and the reimbursement rate for
PASSPORT services provided during fiscal year 2009 by another 3%.

Creates the Hedth Assistance for Children with Catastrophic Iliness
Council to study the feashility, cost, and benefits of permitting
individuals under age 19 who have a catastrophic mental or physical
iliness or disability and family income exceeding 300% of the federal
poverty guidelines to qualify for Medicaid under a buy-in mechanism, to
receive assistance (either through the Medicaid program or a state-only
funded program) in paying the premiums for private health insurance, or
a combination of both.
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Requires the Council to issue a report not later than December 31, 2007,
that includes recommendations in establishing a buy-in mechanism,
premium assistance program, or combination.

Requires the Medicaid Program to cover chiropractic services for adult
Medicaid recipients for the period January 1, 2008, to June 30, 2009.

Requires the Director of Budget and Management to annually submit a
written report to certain leaders of the General Assembly describing the
progress towards establishing a separate agency or department to solely
administer the Medicaid program.

VII. Hospital Care Assurance Program

Delays the termination of the Hospital Care Assurance Program to
October 16, 2009.

. General

Grant agreements

(R.C. 307.98, 307.981, 329.04, 329.05, 3125.12, 5101.162, 5101.21, 5101.211,
5101.212, 5101.213, 5101.24, 5101.242, and 5101.244)

Current law permits the Director of the Ohio Department of Job and Family
Services (ODJFS) to enter into one or more written fiscal agreements with a board
of county commissioners under which financial assistance is awarded for duties of
a county family services agency (county department of job and family services
(CDJFS), child support enforcement agency (CSEA), or public children services
agency (PCSA)) included in the agreements. The board of county commissioners
Is to select which, if any, duties of county family services agencies are to be
included in a fiscal agreement. If a board of county commissioners elects to
include in afiscal agreement the duties of a PCSA and a county children services
board serves as the county's PCSA, the board of county commissioners and county
children services board are to enter into the fiscal agreement with the Director
jointly. If aboard of county commissioners elects to include the duties of a CSEA
in a fiscal agreement and an elected official of the county performs the duties of
the CSEA, the board of county commissioners and county elected official are to
enter into the fiscal agreement with the Director jointly.

If a board of county commissioners does not enter into a fiscal agreement
with the Director, ODJFS is to award to the county the board serves financial
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assistance for the county family services agencies duties in accordance with a
methodology for determining the amount of the award the Director must establish
inrules. The financial assistance may be provided in the form of allocations, cash
draws, reimbursements, and property but may not be made in the form of a
consolidated funding allocation.

The bill replaces fiscal agreements with grant agreements. Boards of
county commissioners are required, rather than permitted, to enter into one or
more written grant agreements with the Director. If a county's PCSA is a county
children services board, the county children services board must jointly enter into
the grant agreement with the Director and board of county commissioners. If a
county elected official performs the duties of a CSEA, the county elected official
must also jointly enter into the grant agreement.

The initial grant agreement must be entered into not later than January 21,
2008, and must be in effect for fiscal year 2009. Except as provided in rules the
Director is to adopt,2° subsequent grant agreements must be entered into before the
first day of each successive biennial period (a period of time that begins on the
first day of July of an odd-numbered year and ends on the last day of June of the
next odd-numbered year). A subsequent grant agreement is to be in effect for the
fiscal biennial period for which it is entered, unlessit is entered into after the start
of the fiscal biennial period. Even if a grant agreement is entered into after the
start of a fiscal biennial period, however, the Director is permitted to provide for
the agreement to have aretroactive effective date of the first day of July of an odd-
numbered year if (1) the agreement is entered into before the last day of that July
and (2) the board of county commissioners requests the retroactive effective date
and provides the Director good cause satisfactory to the Director for the reason the
agreement was not entered into on or before the first day of that July.

The dternative system in current law for ODJFS awarding financial
assistance for county family services agencies duties in accordance with a
methodology established in rules may not be used after July 1, 2008. On and after
that date, the Director is prohibited from awarding grants to counties through any
means other than a grant agreement.

The bill defines "grant” as an award for one or more family services duties
(the duties of county family services agencies) of federal financial assistance that a
federal agency provides in the form of money, or property in lieu of noney, to
ODJFS and that ODJFS awards to a county grantee. State funds ODJFS awards to
a county grantee to match the federal financial assistance may be included in a

8 The ODJFS Director must adopt rules establishing terms and conditions under which a
grant agreement may be entered into after the first day of afiscal biennial period.
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grant. But, neither of the following are to be considered a grant: technical
assistance that provides services instead of money and other assistance provided in
the form of revenue sharing, loans, loan guarantees, interest subsidies, or
insurance. A county grantee is a board of county commissioners, a county
children services board, or a county elected official who performs the duties of a
CSEA.

The bill requires that a grant agreement comply with all of the conditions,
requirements, and restrictions applicable to the family services duties for which
the grants included in the agreement are awarded, including the conditions,
requirements, and restrictions established by ODJFS, federal or state law, state
plans for receipt of federal financial participation, agreements between ODJFS and
afederal agency, and executive orders issued by the Governor. A grant agreement
must establish terms and conditions governing the accountability for and use of the
grantsincluded in the agreement and ensure that any matching funds, regardless of
the source, that the county grantee manages are clearly identified and used in
accordance with federal and state laws and the agreement. A grant agreement
must include a requirement for the county grantees to do all of the following with
regard to a subgrant of any grant included in the agreement that a county grantee
awards to another entity: (1) award the subgrant through a written subgrant
agreement that requires the entity awarded the subgrant to comply with al
conditions, requirements, and restrictions applicable to the county grantee
regarding the grant, (2) monitor the entity to ensure that it uses the subgrant in
accordance with conditions, requirements, and restrictions applicable to the family
services duties for which the subgrant is awarded, and (3) take action to recover
subgrants that are not used in accordance with the applicable conditions,
requirements, and restrictions.

Current law governing fisca agreements permits ODJFS to provide
financial assistance awarded under an agreement in the form of an allocation, cash
draw, reimbursement, property, or, o the extent authorized by an appropriation
made by the General Assembly and to the extent practicable and not in conflict
with federal or state law, a consolidated funding allocation for two or more family
services duties included in the agreement. The kll permits ODJFS to provide a
grant included in a grant agreement in the form of a cash draw, reimbursement,
property, advance, working capital advance, or other form specified in rules the
Director isto adopt.

The bill makes applicable to grant agreements certain provisions currently
applicable to fiscal agreements. For example, a grant agreement must (1) provide
for ODJFS to award the grants included in the agreement in accordance with a
methodology for determining the amount of the award established in rules the
Director is to adopt, (2) specify annual financial, administrative, or other awards,
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if any, to be provided to county family services agencies, and (3) provide that the
grants are subject to the availability of federal funds and appropriations made by
the General Assembly.

The bill requires that a grant agreement include provisions establishing
requirements for ODJFS. A grant agreement must provide for ODJFS to provide a
county grantee timely and clear written explanations, and consistent and accurate
interpretations, of the conditions, requirements, and restrictions applicable to the
family services duties for which the grants included in the agreement are awarded.
ODJFS must provide the personnel of the county grantee and county family
services agencies, as appropriate, timely and accessible training regarding changes
to the conditions, requirements, and restrictions. ODJFS must also provide a
county family services agency technical assistance necessary for the agency to be
able to implement a family services duty for which a grant included in the
agreement is awarded efficiently and in compliance with the conditions,
requirements, and restrictions. ODJFS is required to monitor county family
services agencies' implementation of the family services duties during the period
for which the grant is made to identify problems that can be corrected before the
problems are identified in an audit. And, ODJFS must assist a county grantee to
resolve an adverse audit funding by providing the county grantee copies of
ODJFS's directives, assistance in documenting ODJFS's efforts to work with the
county grantee or a county family services agency to correct problems, and other
assistance.

The bill stipulates that a grant agreement does not have to be amended for a
county grantee to be required to comply with a new or amended condition,
requirement, or restriction for a family services duty established by federal or state
law, state plan for receipt of federal financial participation, agreement between
ODJFS and afederal agency, or executive order issued by the Governor.

As under current law governing fiscal agreements, the Director is required
to adopt rules governing grant agreements. The rules may govern the award of
grants included in grant agreements. Also as under current law governing fiscal
agreements, a requirement of a grant agreement established by a rule adopted by
the Director is applicable to a grant agreement without having to be restated in the
grant agreement. The bill expressly provides that a requirement established by a
grant agreement is applicable to the grant agreement without having to be restated
inarule.

Current law provides that if a county family services agency submits an
expenditure report to ODJFS and ODJFS subsequently determines that an
allocation, advance, or reimbursement ODJFS makes to the agency, or a cash draw
the agency makes, for an expenditure exceeds the allowable amount, ODJFS may
adjust, offset, withhold, or reduce an allocation, cash draw, advance,
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reimbursement, or other financial assistance to the agency as necessary to recover
the excess amount. The bill provides instead that if ODJFS determines that a grant
awarded to a county grantee in a grant agreement, an allocation, advance, or
reimbursement ODJFS makes to a county family services agency, or a cash draw a
county family services agency makes exceeds the allowable amount, ODJFS may
adjust, offset, withhold, or reduce an allocation, cash draw, advance,
reimbursement, or other financial assistance to the county grantee or county family
Services agency as necessary to recover the excess amount.

Action against a county regarding family services duties

(R.C.5101.24, 5101.242, and 5111.10)

ODJFS is authorized by current law to take certain actions against a board
of county commissioners or a county family services agency, whichever ODJFS
determines is appropriate to take action against, if ODJFS determines certain
problems regarding a family services duty exist. ODJFS may take action if it
determines any of the following are the case:

A requirement of a fiscal agreement that includes the family services
duty is not complied with.

A county family services agency fails to develop, submit to ODJFS, or
comply with a corrective action plan or ODJFS disapproves the
corrective action plan.

A requirement for the family services duty established by ODJFS,
federal or state law, state plan for receipt of federal financial
participation, agreement between ODJFS and a federal agency, or
executive order issued by the Governor is not complied with.

The board of county commissioners or county family services agency,
whichever ODJFS determines is responsible, is solely or partialy
responsible for an adverse audit finding, adverse quality control finding,
final disallowance of federal financial participation, or other sanction or
penalty regarding the family services duty.

The actions ODJFS may take including requiring the responsible entity to
comply with a corrective action plan, requiring the responsible entity to share with
ODJFS a final disalowance of federal financial participation, imposing an
administrative sanction, and performing, contracting with another entity to
perform, the family services duty until ODJFS is satisfied that the responsible
entity ensures that the duty will be performed satisfactorily. ODJFS may also
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request that the Attorney General bring mandamus proceedings to compel the
responsible entity to take or cease the action that leads ODJFS to take action.®’

The bill provides that ODJFS may take action against whichever county
grantee it determines is appropriate to take the action against. This means that
ODJFS may dtill take action against a board of county commissioners but may
take action against a public children services agency only if a county children
services board serves as the PCSA and may take action against a CSEA only if a
county elected official performs the duties of the CSEA. Otherwise, ODJFS must
take the action against the board of county commissioners rather than the PCSA or
CSEA. ODJFS must take the action against the board of county commissioners
rather than the CDJFS. Before taking action regarding a family services duty,
however, ODJFS must notify the director of the appropriate county family services
agency, even if ODJFS must take the action against the board of county
commissioners rather than the county family services agency.

Continuing law permits ODJFS to conduct reviews of the Medicad
program. If it determines pursuant to a review that a person or government entity
has violated a rule governing the Medicaid program, ODJFS may establish a
corrective action plan for the violator and impose fiscal, administrative, or both
types of sanctions on the violator in accordance with rules governing the Medicaid
program. The bill eliminates a provision of current law that stipulates such action
to be taken against a board of county commissioners or CDJFS is to be taken in
accordance with state law governing the actions that ODJFS may take regarding a
family services duty against a board of county commissioners or county family
services agency.

I ndividual Development Account program

(R.C. 329.14)

Current law permits a CDJFS to establish an individual development
account (IDA) program for residents of the county whose household income does
not exceed 150% of the federal poverty guidelines. A CDJFS that chooses to
establish a program is required to select a nonprofit fundraising organization
exempt from federal income taxation ("fiduciary organization") to administer the
program.

Under aprogram, the fiduciary organization may deposit into a trust created
or organized in the United States (IDA) an amount not exceeding twice the

87 Mandamus is an action seeking a court order requiring a public entity or official to act
(or cease acting) in accordance with the order.
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amount of earned income the program participant deposits into the account,
provided the account does not have more than $10,000 in it at any time. A
fiduciary organization may establish an IDA only in afinancial institution insured
by the Federal Deposit Insurance Corporation or by an insurer qualified under
Ohio law to write insurance for a credit union.

An individual for whom an IDA is established may use the money in the
account only for the following purposes and only with the approval of the
fiduciary organization:

(1) Eligible postsecondary educational expenses paid directly from the
account to an eligible educational institution or vendor.

(2) Qualified acquisition costs of a principal residence paid directly from
the account to the person or government entity to which the expenses are due.

(3) Qualified business capitalization expenses made in accordance with a
qgualified business plan that has been approved by a financial institution or by a
nonprofit microenterprise program having demonstrated business expertise and
paid directly from the account to the person to whom the expenses are due.

(4) Personal emergencies of the participant or amember of the participant's
family or household. Withdrawal of money from an IDA for this purpose results
in the loss of matching fundsin the amount of the withdrawal.

The bill increases income eligibility for participation in the program to
200% of the federal poverty guidelines (from 150%) & The bill also increases the
amount a fiduciary organization may deposit into the account to four times the
amount the program participant deposits into the account. The current limit istwo
times that amount.

Food Stamp Program Fund

(R.C. 5101.541)

The hill creates the Food Stamp Program Fund consisting of federal
reimbursement for food stamp program administrative expenses and other food
stamp program expenses. ODJFS must use the money credited to the fund to pay
for food stamp program administrative expenses and other food stamp program
expenses.

8 The 2007 federal poverty guideline for afamily of four is an annual income of $20,650
(http://aspe.hhs.gov/poverty/07povertylevel .shtml, last visited March 13, 2007).
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Military I njury Relief Fund

(R.C. 5101.98; Section 309.70.10)

Under current Ohio law, the Military Injury Relief Fund consists of
contributions made directly to it and money designated by taxpayers who have
elected to donate a portion of their income tax return to the Fund. The ODJFS
Director grants money in the Fund to individuals injured while in active service as
a member of the armed forces of the United States while serving under Operation
Iragi Freedom or Operation Enduring Freedom. The bill authorizes incentive
grants that have been authorized by the "Jobs for Veterans Act,” 116 Stat. 2033
(2002), to also be contributed to the Fund. Also, the hill specifies that an
individual diagnosed with post-traumatic stress disorder, who has served in
Operation Iragi Freedom or Operation Enduring Freedom, is eligible for a grant
from the Fund. The bill prohibits a person from appealing under the
Administrative Procedure Act or R.C. 5101.35 any grant decision made by the
Director, and instead authorizes the Director to adopt rules establishing the process
for appealing eligibility determinations for these grants.

Disability Medical Assistance Program

Background
(R.C. 5115.10 through 5115.14 (not all in the bill))

ODJFS operates the Disability Medical Assistance Program. To be eligible
for the Program, a person must be "medication dependent"®® and ineligible for any
category of Medicaid, and meet other requirements. A person €eligible for the
Program may receive "covered services."®

8 An individual is "medication dependent" if a physician has certified that the individual
is under ongoing trestment for a chronic medical condition requiring continuous
prescription medication for a long-term, indefinite period of time and for whom the loss
of such medication would result in a significant risk of a medica emergency and loss of
employability which will last at least nine months. Ohio Administrative Code (O.A.C.)
5101:1-42-01.

% »Covered services' include a specified number of outpatient and inpatient visits,
prescription drug services, medical supply services, laboratory and radiological services,
and dental services limited to extractions and radiographs. O.A.C. 5101:3-23-01(B).
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Rulemaking authority

(R.C.5115.12)

Under current law, the ODJFS Director must adopt rules governing the
Disability Medical Assistance Program. The Director is permitted, but not
required, to adopt rules that establish or specify any or al of the following:

(1) Income, resource, citizenship, age, residence, living arrangement, and
other eligibility requirements;

(2) Health servicesto beincluded in the Program;

(3) The maximum authorized amount, scope, duration, or limit of payment
for services;

(4) Limits on the length of time an individua may receive disability
medical assistance;

(5) Limits on the total number of individuals in the state who may receive
disability medical assistance.

The bill permits the Director to also adopt rules that establish or specify
limits on the number and types of providers who are eligible to be reimbursed for
services provided to individuals enrolled in the Program.

Kinship Permanency | ncentive Program

Background

The main operating budget of the 126th General Assembly (Am. Sub.
H.B. 66) created the Kinship Permanency Incentive Program. Under the Program,
an initial one-time incentive payment is to be given to a kinship caregiver®® to
defray the costs of initial placement of a minor child in the kinship caregiver's
home. Additional assistance may be provided for no longer than 36 months.

To be eligible to participate in the program, existing law requires that all of
the following requirements be met:

91 A kinship caregiver is a person 18 years of age or older who is caring for a child in
place of the child's parents and is related to the child in one of the following
relationships. grandparents (including great-, great-great-, or great-great-great), siblings,
aunts, uncles, nieces, nephews (including great-, great-great-, or great-great-great), first
cousins, first cousins once removed, stepparents, stepsiblings, spouses or former spouses
of any of the above, and the legal guardian or custodian of the child (R.C. 5101.85).
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(1) The child the kinship caregiver is caring for is a child with special
needs as determined under existing ODJFS rules;

(2) A juvenile court has adjudicated that the child is an abused, neglected,
dependent, or unruly child and determinedthat it isin the child's best interest to be
in the legal custody of the kinship caregiver, or a probate court has determined that
itisinthe child's best interest to be in the guardianship of the kinship caregiver;

(3) The kinship caregiver is either the child's legal custodian or legal
guardian;

(4) The child resides with the kinship caregiver pursuant to a placement
approval process to be established by ODJFS in rules;

(5) The gross income of the kinship caregiver's family does not exceed
200% of the federal poverty guidelines for afamily of the same size.%

The bill
(R.C. 5101.802)

The bill changes the program's eligibility requirements. It eliminates the
requirement that the child be a child with special needs and raises the maximum
income eligibility of a participant to 300% of the federal poverty guidelines. The
ODJFS Director must adopt rules to determine income calculation. The bill
eliminates a requirement that the Director adopt other rules necessary to
implement the program.

The bill changes the custody requirement so that, on or after July 1, 2005, a
juvenile court must have issued an order of legal custody to the kinship caregiver,
or a probate court must have granted guardianship to the kinship caregiver. The
bill eliminates the requirement that a juvenile court have determined the child
abused, neglected, dependent, or unruly, or a probate court to have determined that
it isin the best interest of the child to be in the guardianship. The bill provides
that atemporary court order is not sufficient to fulfill the custody requirement.

The bill maintains the requirements that the kinship caregiver reside with
the child and be the child's legal custodian or legal guardian. The bill states that
current participants of the program are not made ineligible by the changes made
by the bill.

%2 The 2007 poverty guideline for a family of four is an annual income of $20,650.
(http://aspe.hhs.gov/poverty/07poverty/shtml, last visited March 13, 2007.)
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ODJESreports

The bill requires ODJFS to prepare reports concerning both of the
following:

(1) Stability and permanency outcomes for children for whom incentive
payments are made under the Kinship Permanency Incentive Program;

(2) The total amount of payments made under the Program, patterns of
expenditures made per child under the Program, and cost savings realized through
the Program from placement with kinship caregivers rather than other out-of-home
placements.

ODJFS must submit a report to the Governor, the Speaker and Minority
Leader of the House of Representatives, and the President and Minority Leader of
the Senate not later than December 31, 2008, and December 31, 2010.

Plan to utilize funds received to administer the federal Workforce | nvestment
Act

(Section 751.10)

Continuing law requires the Director of Job and Family Services to
administer the federal "Workforce Investment Act of 1998, 112 Stat. 936, 29
U.S.C. 11 2801, as amended, pursuant to Ohio's Workforce Development System
Law (R.C. Chapter 6301.; R.C. 6301.02). The Director of Development also
administers programs concerning workforce development. The bill requires the
Director of Job and Family Services and the Director of Development jointly to
prepare a plan to utilize the funds Ohio receives to administer the federal
"Workforce Investment Act of 1998," 112 Stat. 936, 29 U.S.C. 11 2801, as
amended, to train workers within Ohio. The Directors jointly must submit that
plan to the Governor, the President of the Senate, and the Speaker of the House of
Representatives within one year after the effective date of this provision.

Proprietary schools and workfor ce devel opment

(Section 751.20)

Continuing law requires the Director of Job and Family Services to
administer the federal "Workforce Investment Act of 1998 112 Stat. 936, 29
U.S.C. 11 2801, as amended, pursuant to Ohio's Workforce Development System
Law (R.C. Chapter 6301.; R.C. 6301.02). For the purposes of administering that
act, the state is divided into local areas to provide various training and other
employment related services to persons at the local level. Each of these local
areas has aworkforce policy board that prepares a workforce development plan for
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the area for which a board is responsible (R.C. 6301.07). The hill requires the
Department of Job and Family Services to provide guidance to local workforce
policy boards to encourage the broadest participation by training providers,
including those providers who are proprietary schools, who demonstrate
effectiveness in providing training opportunities to eligible Ohioans under the
"Workforce Investment Act of 1998," 112 Stat. 936, 29 U.S.C. 2801, as amended.

1. Child Welfare and Adoption

Child placement level of caretool pilot program

(Section 309.50.60)

Devel opment

The bill requires ODJFS to develop, implement, and oversee the use of a
Child Placement Level of Care Tool on a pilot basis. The Tool will be used to
assess a child's placement needs when a child must be removed from the child's
own home and cannot be placed with arelative or kin and must include assessing a
child's behavior, history, psychological state, and the involvement of service
systems. This Tool must be developed by the participating counties and
implemented by ODJFS. The participating counties will include Cuyahoga
County and up to nine additional counties selected by ODJFS. Participation in this
pilot program will be voluntary; a selected county must agree to participate.
ODJFS may adopt rules under R.C. 111.15, as if they were internal management
rules, to carry out the pilot program and must seek maximum federal financial
participation to support the pilot program and its evaluation. The pilot program
will conducted between July 1, 2008, and December 31, 2009.

Evaluation

ODJFS must designate a person, obtained through competitive bidding, to
independently evaluate the pilot program to rate the following: success in
placement stability, length of stay, and other outcomes for children; cost; worker
satisfaction; and any other criteria that ODJFS determines will be useful in the
consideration of statewide implementation. The evaluation design must include a
comparison of data to historical outcomes or control counties, a retrospective data
review of Cuyahoga County's use of the Tool, and a prospective data evaluation in
each of the ten pilot counties.

Coordination with the Ohio Department of Mental Health

The Ohio Department of Mental Health (ODMH) must conduct a study of a
sample of the children placed using the Child Placement Level of Care Toal,
which must run concurrent with ODJFS Child Placement Level of Care Tool pilot
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program. This study will evaluate outcomes from the initial and regular
administration of the Ohio Scales Tool (the Ohio Y outh Problems, Functioning,
and Satisfaction Scales used by ODMH to measure outcomes for youth ages five
to 18 who receive mental health services) and changes in the level of children's
functioning over time. ODMH must seek maximum federal financial participation
to conduct the Ohio Scales Tool evaluation.

Upon completion of the study, ODMH must send a copy of the results of
the study to the independent evaluator of the Child Placement Level of Care Tooal,
who will then compare the evaluation of the Child Placement Level of Care Tool
to the study of the Ohio Scales Tool. The comparison will focus on analyzing any
correlations between the placement stability outcomes associated with the Level of
Care Tool and the behavioral health level of functioning outcomes associated with
the Ohio Scales Tool. The independent evaluator must send a copy of the
evaluator's initial evaluation of the Child Placement Level of Care Tool, the
ODMH study, and the comparison to ODJFS.

Efforts supporting organizational excellence

(R.C. 5101.141)

Under current law, ODJFS must distribute to public children services
agencies, that incur and report expenditures of county funds involving certain
foster care maintenance or Title IV-E adoption assistance payments, Title IV-E
funds received for administrative and training costs incurred in the operation of
foster care maintenance and adoption assistance programs. ODJFS may withhold
up to 3% of the Title IV-E funds. The funds withheld may be used only to fund
the Ohio Child Welfare Training Program and the University Partnership Program
for college and university students magjoring in social work who have committed to
work for a public children services agency upon graduation. The funds withheld
are in addition to any administration and training cost for which ODJFS is
reimbursed through its own cost allocation plan.

The bill allows ODJFS to also use a portion of the 3% of the Title IV-E
funds for efforts supporting organizational excellence, including voluntary
activities to be accredited by anational recognized accreditation organization.

[11. Child Careand Child Support Enforcement

Collection of child support arrearages from insurance claims and payments

(R.C. 3123.23)

Under continuing law, a court or child support enforcement agency that
issued or modified a child support order is required to take specified actions if the
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person obligated to pay child support falls into arrears in making payments. For
example, the court or agency may order the arrearage to be deducted from that
person's wages or order a financial institution to deduct the support amount from
amounts the person has on deposit at that institution. The bill retains each of these
existing processes for collecting the arrearage and creates a new process for
collecting the arrearage from insurance claims and payments.

The bhill requires the ODJFS Director to adopt rules under the
Administrative Procedure Act to implement a program to collect child support
arrearages owed under child support orders from insurance claims, settlements,
awards, and payments based on information obtained under the child support
enforcement provisions of the Social Security Act. Any insurer and any director,
agent, or employee authorized to act on behalf of an insurer, that releases
information or makes a disclosure in accordance with those rules will be immune
from liability in acivil action for harm resulting from the disclosure.

Processing charge claim for certain Title 1 V-D child support cases

(R.C. 3119.27)

Currently, the court or a CSEA, when issuing or modifying a child support
order, must charge an obligor a processing charge that is the greater of either (1)
2% of the support payment to be collected under the child support order, or (2) $1
per month.

The bill, in accordance with the Deficit Reduction Act of 2005 (P.L. 109-
171), requires ODJFS to claim $25 from the processing charge, for federal
reporting purposes, in al Title 1V-D child support cases wherein (1) the obligee
has never received Title IV-A (TANF) assistance,”® and (2) ODJFS has collected
at least $500 of child support for the obligee. The ODJFS Director must adopt
rules in accordance with the Administrative Procedure Act to implement the
annual fee, and the bill requires this provision to be implemented no later than
March 31, 2008.

93 The "obligee" is the person to whom child support is paid (R.C. 3119.01(B)).
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Health insurance coverage for children who are the subject of a child support
order

(R.C. 3119.022, 3119.023, 3119.05, 3119.29, 3119.30, 3119.302, and 3119.32;
Section 803.03)

Current law

Whenever a court or CSEA either issues or modifies a child support order,
the court or CSEA must determine which party subject of the child support
proceeding is responsible for the health care of the children subject of the order
and include such information in the order. The parties must provide the court or
CSEA with a list of any group health insurance policies, contracts, or plans
available to the parties, and once the court or CSEA reviews the information
provided, the court or CSEA must require one of the following:

(1) The obligor® provide health insurance coverage if available at a
reasonabl e cost through the obligor's employer or through another plan available at
amore reasonable cost than a plan available to the obligee;

(2) The obligee provide health insurance coverage if available through the
obligee's empl oyer or through another plan available to the obligee and is available
at amore reasonable cost than coverage is available to the obligor;

(3) The obligor and obligee share liability for health insurance coverage if
coverage is not available at a reasonable cost to the obligor or obligee, pursuant to
aformula created by the court or CSEA, and that the obligor or obligee notify the
court or CSEA if health insurance becomes available at a reasonable cost after the
child support order isissued or modified;

(4) The obligor and obligee both obtain health insurance coverage if
coverage is available at a reasonable cost to both parties and there is no
unnecessary duplication of coverage.

The cost of the provision of health insurance is included in the child
support computation worksheets (as an income adjustment) when the court or
CSEA determines the final actual amount of child support to be paid.

Existing law prohibits a court from ordering an amount of child support for
reasonable and ordinary medical or dertal expenses in addition to the amount of
the child support obligation determined in accordance with the child support
schedule.

% The "obligor" is the person responsible for paying child support (R.C. 3119.01(B)).
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Thebill

Generdly, the bill changes how a court or CSEA makes heath care
determinations with respect to child support orders.

Definitions. Under the bill:

"Health care" means such medical support that includes coverage under
a health insurance plan, payment of costs of premiums, co-payments,
and deductibles, or payment for medical expenses incurred on behalf of
the child.

"Health insurance coverage" means accessible private health insurance
that provides primary care services within 30 miles from the residence
of the child subject to the child support order. However, the court or
CSEA may alow private health insurance to be farther than 30 miles if
residents in part or al of the immediate geographic area customarily
travel farther distances or if primary care services are accessible only by
public transportation; this determination must be included in the child
support order.

"Reasonable cost" means the contributing cost of private family health
insurance that does not exceed an amount equal to 5% of the annual
gross income of the person responsible for the health care of the
children subject to the child support order. However, if the U.S.
Secretary of Health and Human Services issues a regulation defining
"reasonable cost" or a similar term or phrase relevant to the provisions
in child support orders relating to the provision of health care for
children subject to the orders, and if that definition is substantively
different from the meaning of "reasonable cost" described in the
preceding sentence, "reasonable cost" will have the meaning as defined
by the U.S. Secretary of Health and Human Services.

Health care determinations. The bill specifies that all child support orders
must include provisions for the health care of the children in the child support
order. The order must specify that the obligor and obligee are both liable for the
health care of the children who are not covered by private health insurance or cash
medical support as calculated in accordance with the child support computation
worksheets. The bill removes a provision that prohibited a court, in a court child
support order, from ordering an amount of child support for reasonable and
ordinary uninsured medical or dental expenses in addition to the amount of the
child support obligation determined in accordance with the child support schedule.
The bill also requires each child support order to contain a statement that, upon
receipt of notice by the court or child support enforcement agency that private

IB Legislative Service Commission -220- Am. Sub. H.B. 119



health insurance coverage is not available at a reasonable cost, cash medical
support must be paid in the amount as determined by the child support
computation worksheets, and the court or child support enforcement agency may
change the financial obligations of the parties to pay child support and cash
medical support without a hearing or additional notice to the parties.

Under the bill, when a court or CSEA issues or modifies a child support
order and includes provisions for health insurance coverage, the order must
stipulate that the coverage is through private health insurance.

The bill also replaces the provision that requires the obligor and obligee to
share liability for health insurance coverage if coverage is not available at a
reasonable cost to the obligor or obligee (#3 above) with a provision that requires
the obligor and/or the obligee to immediately inform the court or child support
enforcement agency that private health insurance coverage for the children has
become available to either the obligor or obligee, if health insurance coverage for
the children is not available at a reasonable cost to the obligor or the obligee at the
time the court or CSEA issues the order. The court or CSEA must determine if the
private health insurance coverage is available at a reasonable cost, and, if
reasonable coverage is available, then the obligor or obligee must obtain the
private health insurance coverage, as applicable. The court or CSEA must give
the obligor notice and provide the obligor an opportunity to be heard if the obligor
believes there is a mistake of fact regarding the availability of private health
Insurance at a reasonable cost as determined by the court or CSEA.

Considerations when making a health _care determination. When the
court or the CSEA determines the person or persons responsible for the health care
of the children subject to the child support order, all of the following apply:

(1) The court or CSEA must consider any private health insurance in
which the obligor, obligee, or children, are enrolled at the time the court or CSEA
issues the order.

(2) If the contributing cost of private family health insurance to either
parent exceeds 5% of that parent's annual gross income, that parent cannot be
ordered to provide private health insurance for the child except when (a) both
parents agree that one, or both, of the parents obtain or maintain the private health
insurance that exceeds 5% of the annual gross income of the parent obtaining or
maintaining the private health insurance, (b) either parent requests to obtain or
maintain the private health insurance that exceeds 5% of that parent's annual gross
income, or (c) the court determines that it is in the best interest of the children for
a parent to obtain and maintain private health insurance that exceeds 5% of that
parent's annual gross income and the cost will not impose an undue financial
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burden on either parent. If the court makes such a determination, the court must
include the facts and circumstances of the determination in the child support order.

(3) If private health insurance is available at a reasonable cost to either
parent through a group policy, contract, or plan, and the court determines that it is
not in the best interest of the children to utilize the available private health
insurance, the court must state the facts and circumstances of the determination in
the child support order. The court determination does not limit any obligation to
provide cash medical support.

Cash _medical support. When a child support order is issued or modified,
and the obligor's gross income is 150% or more of the federal poverty level for an
individual, the order must include the amount of cash medical support to be paid
by the obligor that is either 5% of the obligor's adjusted gross income or the
obligor's share of the United States Department of Agriculture estimated annual
health care expenditure per child as determined in accordance with federal law and
regulation, whichever is the lower amount. The amount of cash medical support
paid by the obligor must be paid during any period after the court or CSEA issues
or modifies the order in which the children are not covered by private health
insurance. Any cash medical support must be paid by the obligor to either the
obligee if the children are not Medicaid recipients, or to the Office of Child
Support to defray the cost of Medicaid expenditures if the children are Medicaid
recipients. The court or CSEA must adjust the monthly child support obligation in
accordance with the terms of the support order calculated pursuant to the child
support computation worksheets.

The obligor must begin payment of any cash medical support on the first
day of the month immediately following the month in which private heath
Insurance coverage is unavailable or terminates and cease payment on the last day
of the month immediately preceding the month in which private health insurance
coverage begins or resumes. During payment of cash medical support, the obligor
or obligee must immediately inform the court or CSEA that health insurance
coverage for the children has become available.

The ODJFS Director must create and annually update a table to be used to
determine the amount of cash medical support to be paid. The table must
incorporate potential combined gross incomes of the parties, in a manner
determined by the Director, and the United States Department of Agriculture
estimated annual health care expenditure per child & determined in accordance
with federal law and regulation.

Miscellaneous. The bill makes conforming changes to the child support
computation worksheets regarding the provision of health care. Also, the changes
made to the preceding health care provisions take effect on February 1, 2008, or
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on the effective date of regulations defining "reasonable cost”" issued by the U.S.
Secretary of Health and Human Services, whichever is later.

Market rate survey and reimbursement ceiling for publicly funded child care

(R.C. 5104.04 and 5104.30)

Current law requires ODJFS to, at least once during every 12-month period
of operation of a child day-care center or type A home, collect information
concerning the amounts charged by the center or home for providing child care
services for use in establishing reimbursement ceilings and payment for providers
of publicly funded child care (child care market rate survey), which are established
pursuant to the adoption of rules by the ODJFS Director.

The bill requires ODJFS to contract with a third party to conduct the child
care market rate survey by October 1 in each evenrnumbered year, instead of the
ODJFS conducting it annually. The child care market rate survey information
must be compiled and reported to ODJFS by December 1 of that year. Lastly, the
bill requires that the rules that the Director must adopt regarding reimbursement
ceilings for providers of publicly funded child care, be adopted no later than July 1
in each odd-numbered year.

Voluntary child care quality-rating program (Step Up to Quality)

(R.C. 5104.30)

Current law designates ODJFS as the entity that distributes the federal
funds available under the Child Care Block Grant Act. ODJFS is required to
allocate and use at least 4% of these funds for specific activities.

The bill adds that ODJFS must use a portion of these funds to establish a
voluntary child day-care center quality-rating program (the Step Up to Quality
program®) and requires the Director of ODJFS to adopt rules in accordance with
the Administrative Procedure Act to implement Step Up to Quality. If achild day-
care center participates in Step Up to Quality, that center may be eligible for
grants, technical assistance, training, or other assistance. Additionaly, if the
center maintains a quality rating, that center may be eligible for unrestricted
monetary awards.

95 http://jfs.ohio.gov/cdc/docs/GuidanceDoc. pdf.
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V. Unemployment Compensation

Elimination of the Trade Act Benefit Account under the Unemployment
Compensation Law

(R.C. 4141.09)

Current law

The Unemployment Compensation Benefit Account is one of the three
accounts included in the Unemployment Compensation Fund under continuing
law. The Benefit Account consists of all moneys requisitioned from Ohio's
account in the federal Unemployment Trust Fund. Federal funds the ODJFS
Director receives for payment of federal benefits, except for funds the Director
receives for specified federal programs listed below, may be deposited into the
Benefit Account solely for payment of benefits under a federal program
administered by Ohio.

Current law requires the Treasurer of State, under the direction of the
Director, to deposit federal funds received by the Director for the payment of
benefits, job search, relocation, transportation, and subsistence allowances
pursuant to the "Trade Act of 1974," 19 U.S.C.A. 2101, as amended; the "North
American Free Trade Implementation Act of 1993 19 U.S.C.A. 3301, as
amended; and the "Trade Act of 2002," 19 U.S.C.A. 3801, as amended, into the
Trade Act Benefit Account, which is created for the purpose of making paymerts
specified under those federal acts. Additionally, current law requires the Treasurer
of State, under the direction of the Director, to deposit federal funds received by
the Director for training and administration pursuant to those federal acts into the
Trade Act Training and Administration Account, which is created for the purpose
of making payments specified under those federal acts.

Thebill

The bill eliminates the Trade Benefit Account and requires the Director to
deposit the funds the Director receives for the payment of benefits, job search,
relocation, transportation, and subsistence allowances pursuant to the federal acts
listed above into the Trade Act Training and Administration Account. The bill
allows the Treasurer of State, under the direction of the Director, to transfer funds
from the Trade Act Training and Administration Account to the Benefit Account
for the purpose of making any payments directly to claimants for benefits, job
search, relocation, transportation, and subsistence allowances, as specified by
those federal acts.
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V. OhioWorksFirst

Background

Title IV-A of the Social Security Act authorizes the Temporary Assistance
for Needy Families (TANF) block grant. States may receive federal funds under
the TANF block grant to operate programs designed to meet one or more of the
following purposes:

(1) Provide assistance to needy families so that children may be cared for
in their own homes or in the homes of relatives,

(2) End the dependence of needy parents on government benefits by
promoting job preparation, work, and marriage;

(3) Prevent and reduce the incidence of out-of-wedlock pregnancies and
establish annual numerical goals for preventing and reducing the incidence of
these pregnancies,

(4) Encourage the formation and maintenance of two-parent families.

Persons who receive assistance funded in part with federal TANF funds are
subject to a number of federal requirements, including time limits and work
requirements. Federal regulations define "assistance" as including cash, payments,
vouchers, and other forms of benefits designed to meet a family's ongoing basic
needs for such things as food, clothing, shelter, utilities, household goods, personal
care items, and general incidental expenses. It includes such benefits even when
they are provided in the form of payments to individual recipients and conditioned
on participation in work experience, community service, or other work activities
provided by federal TANF law. Unless specifically excluded, "assistance" also
includes supportive services such as transportation and child care provided to
unemployed families.

Ohio Works First is one of Ohio's programs that is funded in part with
federal TANF funds. Participants of OWF receive TANFfunded assistance and
are therefore subject to the federal TANF requirements applicable to assistance
such as time limits and work requirements.

Ohio Works First cash assistance payments

(R.C. 5107.03, 5107.04, and 5107.05)

Current law requires the ODJFS Director to adopt rules establishing the
method of determining the amount of cash assistance an assistance group receives
under Ohio Works First. The maximum amount of cash assistance paid for with
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state and federal funds cannot exceed the payment standard, which is also
established in rules.

The bill requires ODJFS to increase the payment standard on January 1,
2009, and the first day of each January thereafter by the cost-of-living adjustment
the United States Commissioner of Social Security makes for benefits provided
under Title 11 of the Socid Security Act (Social Security retirement benefits) in the
immediately preceding December. Increasing the payment standard increases the
maximum amount of cash assistance funded with state and federal funds that an
assistance group may receive under Ohio Works First. The bill maintains a
provision of current law that permits a CDJFS to use county funds to increase the
amount of cash assistance an assistance group receives under Ohio Works First.

Ohio Works First applications

(R.C. 5107.05)

The ODJFS Director is required to adopt rules establishing application and
verification procedures for Ohio Works First, including the minimum information
an application must contain. If there are at least two telephone numbers available
that a county department can cdl to contact members of an assistance group,
which may include the telephone number of an individual who can contact the
assistance group for the county department, the minimum information must
include at least those two telephone numbers. The bill eliminates the requirement
that the application include the two telephone numbers when available.

Income eligibility limit

(R.C. 5107.10)

There are a number of eligibility requirements that an assistance group
must meet to qualify to participate in Ohio Works Frst. One of the requirements
is an income eligibility requirement. The income eligibility requirement has two
steps.

Am. Sub. H.B. 66 of the 126th General Assembly, the biennial budget act,
modified the first step. That act eliminated specific dollar amounts that an
assistance group's gross income, less disregards, could not exceed for the
assistance group to meet the first step of the income eligibility requirement. For
example, prior law specified that an assistance group with three members could
not have gross monthly income, less amounts disregarded, exceeding $630.

In place of the specific dollar amounts, H.B. 66 provides that an assistance
group's gross income, less amounts disregarded, cannot exceed the higher of (1)
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50% of the federal poverty guidelines or (2) the dollar amount specified in the
prior state law.

The bill further modifies the first step in the income eligibility requirement
by providing that an assistance group's income, less disregards, cannot exceed
50% of the federal poverty guidelines rather than the higher of that amount or the
dollar amount specified in prior law. Because of increases in the federal poverty
guidelines, 50% of the federal poverty guidelines is now always higher than the
dollar amounts specified in prior law.

Delays of eligibility determinations

(R.C. 5107.12)

A CDJFS isrequired, when it receives an application for Ohio Works First,
to promptly make an investigation and record of the applicant's circumstances and
obtain such other information as may be required. On completion of the
investigation, the CDJFS must determine whether the assistance group is eligible
for Ohio Works First, the amount of cash assistance the applicant should receive,
and the approximate date when participation shall begin. The bill requires the
CDJFS to make these determinations as soon as possible. It also prohibits the
CDJFS from delaying making the determination of whether the applicant is
eligible for Ohio Works First on the basis that the individuals required to enter into
aself-sufficiency contract with the CDJFS have not yet done that.*

Ohio Works First sanctions

(R.C. 5107.16 and 5107.05)

Current law requires a CDJFS to sanction an assistance group if a member
fails or refuses, without good cause, to comply in full with a provsion of the
assistance group's self-sufficiency contract.

The sanctions for not complying with a self-sufficiency contract are tiered.
For a first failure or refusal to comply, a CDJFS must deny or terminate the
assistance group's eligibility to participate in Ohio Works First for one payment
month or until the failure or refusal ceases, whichever islonger. A second failure
or refusal results in ineligibility for three payment months or until the failure or
refusal ceases, whichever islonger. A third or subsequent failure or refusal results
in ineligibility for the longer of six payment months or until the failure or refusal

% The following must enter into a self-sufficiency contract: each adult member of an
assistance group and an assistance group's minor head of houselold unless the minor
head of household is participating in the LEAP program.
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ceases. The bill modifies the duration of the sanctions by providing that they last
one payment month, three payment months, or six payment months (depending on
whether it isthe first, second, or subsequent sanction) rather than the longer of that
period of time or until the failure or refusal ceases.

Current law requires each CDJFS to establish standards for the
determination of good cause for failure or refusal to comply in full with a
provision of a self-sufficiency contract. Current law also specifies circumstances
that CDJFSs are to include in their standards in cases dealing with a failure or
refusal to comply with a work requirement included in a self-sufficiency contract.
For example, a CDJFS must provide that good cause exists for a failure or refusal
to participate in a work activity, developmental activity, or alternative work
activity if appropriate child care within areasonable distance from a parent's work
site is unavailable. The bill eliminates the authority for CDJFSs to establish their
own standards for good cause and the examples of circumstances to be included in
the standards. In its place, the bill requires the ODJFS Director to establish the
good cause standards in rules. The bill eliminates a corresponding provision that
requires a hearing officer and the Director to base the decision of a state hearing or
administrative appeal regarding an Ohio Works First sanction on a CDJFS's good
cause standards if the CDJFS provides the hearing officer or Director with a copy
of the CDJFS's good cause standards.

A CDJFS is required to continue to work with an assistance group after
sanctioning the assistance group to provide the member who caused the sanction
an opportunity to demonstrate to the CDJFS a willingness to cease the failure or
refusal to comply with the self-sufficiency contract. The bill eliminates the reason
for continuing to work with the assistance group as being to provide the member
who caused the sanction an opportunity to demonstrate willingness to cease the
failure or refusal to comply with the self-sufficiency contract.

LEAP program

(R.C. 5107.30, 5107.02, 5107.14, 5107.281, 5107.41, and 5107.42)

The Learning, Earning, and Parenting (LEAP) program is a component of
Ohio Works First under which participating teens must attend an educational
program that is designed to lead to the attainment of a high school diploma or its
equivalent. The LEAP program is available to an Ohio Works First participant
who is under age 18, or age 18 and in school, and a parent or pregnant. ODJFSis
required to provide an incentive payment to teens who satisfy the LEAP program's
education requirements and reduce a teen's Ohio Works First cash assistance
payment for failure or refusal, without good cause, to meet the requirements.
ODJFS is permitted to provide other incentives to teens who satisfy the LEAP
program's education requirements.
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Current law provides that a minor head of household who is participating in
the LEAP program is to be considered to be participating in a work activity for the
purpose of Ohio Works First's work requirements. However, the minor head of
household is not subject to the requirements or sanctions of the work
requirements. The bill provides instead that a minor head of household's
participation in the LEAP program is to be counted in determining whether a
CDJFS meets federal TANF work participation rates.

The bill also does the following regarding the LEAP program:

Provides that a LEAP participant is not required to enter into a self-
sufficiency contract with a CDJFS and that no self-sufficiency contract
Isto include provisions regarding the LEAP program.

Provides that a CDJFS is not to conduct an appraisal of a minor head of
household for purposes of Ohio Works First's work requirements if the
minor head of household is participating in the LEAP program.

Provides that a CDJFS is not to assign a minor head of household who
IS participating in the LEAP program to a work activity or
developmental activity.

Fuaqitive felons and probation violators

(R.C. 5107.36)

Current law provides that the following are ineligible to participate in Ohio
Works First:

Fugitivefelons.

Individuals violating a condition of probation, a community control
sanction, parole, or a post-release control sanction imposed under
federal or state law.

The bill provides that these individuals are ineligible for assistance under Ohio
Works First rather than ineligible to participate in Ohio Works First. This means
that such individuals may be subject to work requirements even though ineligible
for cash or other assistance under Ohio Works First.
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TANFE domestic violence option

(R.C. 5107.71, 5107.02, 5107.05, 5107.121, 5107.16, 5107.18, 5107.70, 5107.711,
5107.712, 5107.713, 5107.714, 5107.715, 5107.716, and 5107.717; Section
309.40.49)

Backaground

Federal law governing the TANF block grant permits a state to include in
its state TANF plan standards and proceduresto (1) screen and i dentify individuals
receiving TANF assistance with a history of domestic violence while maintaining
the confidentiality of such individuals, (2) refer such individuals to counseling and
supportive services, and (3) waive, pursuant to a determination of good cause,
program requirements in cases where compliance would make it more difficult for
individuals receiving TANF assistance to escape domestic violence or unfairly
penalize such individuals who are or have been victimized by domestic violence or
individuals at risk of further domestic violence.”” "Domestic violence" is defined
as having been subjected to (1) physical acts that resulted in, or threatened to
result in, physical injury to an individual, (2) sexual abuse, (3) sexual activity
involving a dependent child, (4) being forced as the caretaker relative of a
dependent child to engage in nonconsensual sexual acts or activities, (5) threats of,
or attempts at, physica or sexual abuse, (6) mental abuse, or (7) neglect or
deprivation of medical care.

Federal regulations regarding the TANF domestic violence option require
that a good cause waiver be federally recognized in order for the waiver to be
taken into account in determining whether the state has reasonable cause for
failing to meet its work participation rates or complying with the five-year limit on
federally-funded TANF assistance.®® To be federally recognized, a good cause
walver must (1) identify the specific program requirements that are being waived,
(2) be granted appropriately based on need, as determined by an individualized
assessment by a person trained in domestic violence and redetermined no less
often than every six months, and (3) be accompanied by an appropriate services
plan. The services plan must be developed by a person trained in domestic
violence, reflect the individualized assessment and any revisions indicated by the
redetermination, and be designed to lead to work unless that would make it more
difficult for the individual to escape domestic violence or unfairly penalize an

9 42 U.S.C. 602(a)(7).
% 45 C.F.R. 260.54(b).
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individual who is or has been victimized by domestic violence or is at risk of
further domestic violence.*

The bill implements the domestic violence option but it does not require
that the waivers of program requirements meet all of the requirements to be
federally recognized. This means that a waiver may be ignored when the United
States Department of Health and Human Services determines whether the state has
reasonable cause for failing to meet its work participation rates or complying with
the five-yea limit on federally-funded TANF assistance. However, the bill does
not authorize a waiver from the federal five-year limit on federally-funded TANF
assistance.

Screening and identifying individuals with a history of domestic violence

A CDJFS is permitted to conduct assessments of assistance groups
participating in Ohio Works First to determine whether any members need other
assistance or services provided by the CDJFS or other private or government
entities. Current law requires a CDJFS, at the first assessment, to inquire as to
whether any member is the victim of domestic violence, including child abuse.
The CDJFS must provide this information to ODJFS which is required to maintain
the information for statistical analysis purposes.

The bill instead requires each CDJFS to identify members of assistance
groups applying for and participating in Ohio Works First who have been
subjected to domestic violence by utilizing a domestic violence screening process
ODJFS must establish in rules.

When utilizing the domestic violence screening process, a CDJFS is
required, where available, to rely on all of the following:

(1) Recordsfrom police, courts, and other government entities;

(2) Shelters and legal, religious, medical, and other professionals from
whom an assi stance group sought assistance in dealing with domestic violence;

(3) Other persons with knowledge of the domestic violence.

Also, a CDJFS must rely on an assistance group's allegation of domestic
violence unless the CDJFS has an independent, reasonable basis to find the
allegation not credible.

99 45 C.F.R. 260.52(c) and 260.55.
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Referrals to counseling and supportive services

A CDJFS is required by the bill to refer a member of an assistance group
who has been subjected to domestic violence to counseling and supportive
services. The member may decline the counseling, supportive services, or both.

Maintaining confidentiality

The bill requires that a CDJFS maintain the confidentiality of information
about an assistance group member who has been subjected to domestic violence.
However, when a CDJFS identifies such a member, it must provide information
about the member to ODJFS. ODJFS is required to maintain the information for
federal reporting and statistical analysis purposes only.

Waivers of program reguirements

A CDJFS is required by the bill to make a determination of whether an
assistance group member who has been subjected to domestic violence should be
issued a waiver that exempts the member from an Ohio Works First requirement.
The CDJFS must issue a waiver if it determines that the member has been
subjected to domestic violence and requiring compliance with the requirement
would make it more difficult for the member to escape domestic violence or
unfairly penalize the member. The waiver is to be effective for a period of time
the CDJFS determines necessary.

The waiver must specify the particular requirement being waived. The
waiver may not exempt the member from the federal five-year time limit on
participating in Ohio Works First but may exempt an assistance group from the
initid three-year time limit established by state law.*® A CDJFS may not exempt
the assistance group from the initial 36-month time limit until the assistance group
has exhausted the 36 months. Such an exemption does not count toward the 20%
limitation that applies to the general hardship exemption from the time limit.**

190 state law provides, with certain exceptions, that an assistance group is indigible to
participate in Ohio Works First if it includes an individual who has participated in Ohio
Works First for 36 months as any of the following: an adult head of household, minor
head of household, or spouse of an adult head of household or minor head of household.
An assistance group that ceases to participate due to the initial 36- month time limit may,
after 24 months, reapply to participate for an additional 24 months if good cause exists.
(R.C.5107.18)

101 Continuing law permits a CDJFS to exempt not more than 20% of the average
monthly number of Ohio Works First assistance groups from the time limit due to
hardship. (R.C. 5107.18(F).)
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The bill requires the CDJFS to redetermine the member's need for the
waiver not less often than a period of time the ODJFS Director is to specify in
rules.

A CDJFS that refuses to issue a waiver is required by the bill to provide the
member a written explanation for the refusal. The written explanation must be
provided to the member in a manner that protects his or her confidentiality. The
member is permitted to appeal the refusal to ODJFS.

The bill provides that a member may decline awaiver. A member may also
terminate awaiver at any time.

CDJESto provide information

The bill requires a CDJFS to provide assistance groups applying for or
undergoing a redetermination of eligibility for Ohio Works First written and oral
information about (1) the availability of counseling and supportive services to
which a member of an assistance group who has been subjected to domestic
violence is to be referred and (2) the availability of waivers of program
requirements for domestic violence.

ODJE S duties

The bill requires that ODJFS monitor CDJFSs implementation of the
TANF domestic violence option to ensure that they comply with the bill's
provisions regarding the option.

The ODJFS Director is required to adopt rules governing CDJFSs
implementation of the TANF domestic violence option, including rules
establishing the domestic violence screening process and rules specifying the
minimum frequency with which CDJFSs are to redetermine an assistance group
member's need for a waiver. The Director must adopt the initial rules not later
than January 1, 2008.

VI. Medicaid

Psychiatrist Member of Pharmacy and Therapeutics Committee

(R.C. 5111.084)

The Pharmacy and Therapeutics Committee is part of ODJFS. Continuing
law does not specify any of the Committee's duties. The Committee has nine
members, including two doctors of medicine and two doctors of osteopathy.
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The bill requires that at least one of the doctor members be a psychiatrist.
The bill does not address the issue of whether one of the current doctor members
must be replaced by a psychiatrist on the effective date of this provision of the bill,
if none of the current doctor members is a psychiatrist, or whether a psychiatrist is
to be added the next time one of the doctor members terminates his or her
membership on the Committee.

Medicaid provider agreements--overview

(R.C.109.572, 5111.028, 5111.03, 5111.031 t0 5111.034, and 5111.06)

To participate in the Medicaid program, a health care provider must enter
into an agreement with ODJFS. This agreement, known as a provider agreement,
serves as a contract between ODJFS and the provider. By signing the agreement,
the provider agrees to comply with the terms of the agreement and all applicable
state and federal laws. Medicaid reimbursement for providing health care services
Is contingent on a valid provider agreement being in effect when the services were
provided. 1%

The bill makes the following changes relative to Medicaid provider
agreements:

(1) Requiresthe use of time-limited provider agreements;

(2) Eliminates the five-year limit for termination of a provider agreement
based on an action brought by the Attorney General;

(3) Authorizes the denial or termination of a provider agreement for any
reason permitted or required by federal law;

(4) Requires the suspension of a provider agreement held by a
noninstitutional health care provider based on an indictment of the provider or its
owner, officer, authorized agent, associate, manager, or employee;

(5) Authorizes the exclusion of an individual, provider, or entity from
participation in Medicaid for any reason permitted or required by federal law;

(6) Modifies the circumstances under which ODJFS is not required to
conduct an adjudication when imposing sanctions relative to a provider agreement,
including sanctions imposed against a provider for failing to obtain or maintain a
required certification;

102 Ohio Administrative Code 5101:3-1-17 and 5101:3-1-172.
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(7) Permits ODJFS to require criminal records checks as a condition of
becoming or continuing to be a Medcaid provider or an employee, owner, officer,
or board member of a provider;

(8) Modifies the procedures used to obtain the criminal records checks
required in the provision of home and community-based services through a
Medicaid waiver program to a person with disabilities.

Time-limited provider agreements

(R.C. 5111.028; Section 309.80.30)

Under current ODJFS rules, Medicaid provider agreements are generally of
two types. open-end and closed-end. An open-end agreement does not expire and
continues to be in force as long as agreeable to ODJFS and the provider. A
closed-end agreement expires on a designated date, cannot be in effect for more
than 12 months, and may be renewed. %

The bill requires that each Medicaid provider agreement expire three years
from the agreement's effective date. In the case of existing open-end provider
agreements, the bill requires ODFJS to convert them into time-limited agreements
that expire three years from the date of conversion.'®* ODJFS must notify the
provider in writing of the conversion, but is not required to issue an order pursuant
to an adjudication conducted under the Administrative Procedure Act.

The hill requires the ODJFS Director to adopt rules for the use of time-
limited provider agreements. Pursuant to the Director's existing rule-making
authority regarding Medicaid, the rules must be adopted in accordance with the
Administrative Procedure Act (R.C. Chapter 119.).

The bill specifies that the rules for use of time-limited provider agreements
must include a process for re-enrollment of providers. All of the following apply
to the re-enrollment process:

(1) ODJFS can terminate a time-limited provider agreement or deny re-
enrollment when a provider fails to file an application for re-enroliment within the
time and in the manner required under the re-enrollment process.

103 0.A.C. 5101:3-1-174.

104" Current administrative rules provide for the transfer of an openend provider
agreement to a closed-end agreement whenever such a transfer is in the best interests of
the consumers or the state (O.A.C. 5101:3-1-17(C)).
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(2) If a provider files a re-enrollment application appropriately, but the
agreement expires before ODJFS acts on the application or before the effective
date of ODJFS's decision on the application, the provider is permitted to continue
operating under the terms of the expired agreement until the effective date of
ODJFS's decision.

(3) ODJFS's decision to approve an application for re-enrollment becomes
effective on the date of the decision. A decision to deny re-enrollment cannot take
effect sooner than 30 days after the ODJFS mails written notice of the decision to
the provider. ODJFS must specify in the notice the date on which the provider is
required to cease operating under the provider agreement.

Termination of provider agreements based on Attorney General actions

(R.C. 5111.03(C))

Under current law, the ODJFS Director is required to terminate a Medicaid
provider agreement and stop reimbursement for services rendered when an action
brought by the Attorney General results in the conviction of, or the entry of a
judgment in either a criminal or civil action against, a Medicaid provider or its
owner, officer, authorized agent, associate, manager, or employee. The
termination must be imposed for a period of up to five years from the date of
conviction or entry of judgment.

The bill eliminates provisions that limit the length of the termination to a
period of up to five years. References to the period of termination are also
eliminated.

As part of the current termination statute, "owner" is defined as any person
having at least a five per cent ownership in the Medicaid provider. The hill
clarifies that the definition applies only to the termination statute, and not to other
provisions of Medicaidlaw that use the same term.

Termination and denial of provider agreements based on federal law

(R.C. 5111.03(D))

The bill authorizes the ODJFS Director to deny or terminate a provider
agreement for any reason permitted or required by federal law. With regard to the
provider, the bill specifies that this authority does not limit the applicability of the
current laws governing the administrative procedures ODJFS must follow in
taking actions relative to a Medicaid provider agreement.
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Suspension of provider agreements based on indictments

(R.C. 5101.031)

The bill establishes a process for suspending the Medicaid provider
agreement held by a noninstitutional Medicaid provider based on an indictment.
The process applies to any person or entity with a Medicaid provider agreement
other than a hospital, nursing facility, or intermediate care facility for the mentally
retarded. Regardless of any other state Medicaid statute to the contrary, ODJFS is
required to use the suspension process to take action against a roninstitutional
Medicaid provider or its owner, officer, authorized agent, associate, manager, or
employee. An owner is subject to the process if the owner is a person with at least
a 5% ownership in the noninstitutional provider.

Qualifying indictments

The indictments that result in application of the suspension process are
differentiated according to the type of noninstitutional provider. Specifically, the
bill provides the following:

--In the case of a provider that is not an independent provider of home and
community-based services for persons with disabilities, the suspension process
applies when the indictment charges a person with committing an act that would
be a felony or misdemeanor under Ohio law and the act relates to or results from
either (1) furnishing or billing for medical care, services, or supplies under
Medicaid or (2) participating in the performance of management or administrative
servicesrelating to furnishing medical care, services, or supplies under Medicaid.

--In the case of an independent provider of home and community based
services for persons with disabilities, the suspension process applies when the
indictment charges the independent provider with committing an act that would
constitute one of the offenses that disqualify the provider from participating in
Medicaid.

Process of suspension

On receiving notice and a copy of an indictment that is issued on or after
the hill's effective date and charges a noninstitutional Medicaid provider or its
owner, officer, authorized agent, associate, manager, or employee with committing
one of the offenses described above, ODJFS is required by the bill to suspend the
provider's Medicaid provider agreement. In addition, ODJFS must terminate
Medicaid reimbursement to the provider for services rendered.

The suspension is to continue in effect until the proceedings in the criminal
case are completed through conviction, dismissal of the indictment, plea, or
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finding of not guilty. If ODJFS commences a process to terminate the provider
agreement, the suspension is to continue in effect until the termination process is
concluded.

A provider, owner, officer, authorized agent, associate, manager, or
employee subject to a suspension based on indictment cannot own or provide
servicesto any other Medicaid provider or risk contractor or arrange for, render, or
order services for Medicaid recipients during the period of suspension. Such
persons cannot receive reimbursement in the form of direct payments from ODJFS
or indirect payments of Medicaid funds in the form of salary, shared fees,
contracts, kickbacks, or rebates from or through any participating provider or risk
contractor.

Exceptions

Under the bill, ODJFS cannot suspend a provider agreement or terminate
Medicaid reimbursement if the provider or owner can demonstrate that the
provider or owner did not directly or indirectly sanction the action of its
authorized agent, associate, manager, or employee that resulted in the indictment.
Additionally, the bill permits ODJFS to adopt rules specifying circumstances
under which a provider agreement will not be suspended.

Effect on payment

The bill specifies that the termination of Medicaid reimbursement applies
only to payments for Medicaid services rendered subsequent to the date on which
ODJFS provides notice of the termination. Claims for reimbursement for services
rendered prior to the notice may be subject to prepayment review procedures
whereby ODJFS reviews clams to determine whether they are supported by
sufficient documentation, are in compliance with state and federal statutes and
rules, and are otherwise complete.

Notice

Not later than five days after suspending a provider agreement based on an
indictment, ODJFS must send notice of the suspension to the affected provider or
owner. In providing the notice, ODJFS must do all of the following:

(1) Describe the indictment that was the cause of the suspension, without
necessarily disclosing specific information concerning any ongoing civil or
criminal investigation;

(2) State that the suspension will continue in effect until the proceedingsin
the criminal case are completed and, if the department commences a process to
terminate the provider agreement, until the termination process is concluded;
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(3) Inform the provider or owner of the opportunity to submit a request for
areconsideration.

Reconsideration

A provider or owner subject to suspension based on an indictment is
permitted by the bill to request a reconsideration. The request must be made not
later than 30 days after receipt of the suspension notice from ODJFS. The hill
specifies that the reconsideration is not subject to an adjudication hearing pursuant
to the Administrative Procedure Act (R.C. Chapter 119.).

In requesting a reconsideration, the provider or owner must submit written
information and documents to ODJFS. The information and documents may
pertain to any of the following issues:

(1) Whether the determination to suspend the provider agreement was
based on a mistake of fact, other than the validity of the indictment;

(2) Whether any offense charged in the indictment resulted from an offense
for which the suspension may be made under the hill;

(3) Whether the provider or owner can demonstrate that the provider or
owner did not directly or indirectly sanction the action of its authorized agent,
associate, manager, or employee that resulted in the indictment.

The bill requires ODJFS to review the submitted information and
documents. After the review, the suspension can be affirmed, reversed, or
modified, in whole or in part. ODJFS must notify the affected provider or owner
of the results of the review. The review and notification of its results must be
completed not later than 45 days after receiving the information and documents
submitted in the request for reconsideration.

Rules

The bill permits ODJFS to adopt rules in accordance with the
Administrative Procedure Act (R.C. Chapter 119.) to implement the bill's process
for suspending Medicaid provider agreements based on indictment.

Exclusion from Medicaid participation

(R.C. 5111.03(D))

The bill authorizes the ODJFS Director to exclude an individual, provider
of services or goods, or other entity from participation in the Medicaid program.
The exclusion may occur for any reason permitted or required by federal law.
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With regard to the provider, the bill specifies that the Director's exclusion
authority does not limit the applicability of the current laws governing the
administrative procedures ODJFS must follow in taking actions relative to a
Medicaid provider agreement.

When excluded from Medicaid participation under the bill, an individual,
provider, or entity cannot own or provide services to any other Medicaid provider
or risk contractor or arrange for, render, or order services for Medicaid recipients
during the period of exclusion. Additionally, during the exclusion period, the
individual, provider, or entity cannot receive reimbursement in the form of direct
payments from ODJFS or indirect payments of Medicaid funds in the form of
salary, shared fees, contracts, kickbacks, or rebates from or through any
participating provider or risk contractor.

The bill specifies that an individual, provider, or entity excluded from
Medicaid participation may request a reconsideration of the exclusion. The
Director is required to adopt rules in accordance with the Administrative
Procedure Act (R.C. Chapter 119.) governing the process for requesting a
reconsideration.

Administrative actions relative to provider agreements

(R.C. 5111.06 (primary); R.C. 5111.023(C) and 5111.031(C))

Under current law, ODJFS is generally required to issue orders pursuant to
an adjudication conducted in accordance with the Administrative Procedure Act
when it enters into a Medicaid provider agreement or imposes sanctions relative to
the agreement. Exceptions apply in specified circumstances, including actions
taken by ODJFS because a Medicaid provider's license has been denied or
revoked.

The bill modifies the exceptions that apply to ODJFS's duty to issue orders
pursuant to an adjudication. Specifically, the bill provides that adjudication
requirement does not apply when any of the following occur:

(1) The terms of a provider agreement require the provider to hold a
license, permit, or certificate, and the provider's license, permit, or certificate is
not renewed or is suspended or otherwise limited, or the provider has not obtained
the required license, permit, or certificate.

(2) The terms of a provider agreement require the provider to maintain
certification and the certification is denied, revoked, not renewed, suspended, or
otherwise limited, or the provider has not obtained the required certification.

IB Legislative Service Commission -240- Am. Sub. H.B. 119



(3) The provider agreement is denied, terminated, or not renewed based on
an action taken in Ohio against the provider's license, permit, certificate, or
certification, notwithstanding the fact that the provider may hold a license, permit,
certificate, or certification from another state.

(4) The provider agreement is suspended under the bill's provisions
authorizing suspension based on an indictment.

(5) The provider agreement is denied, terminated, or not renewed because
the provider has been convicted of one of the offenses that caused the provider
agreement to be suspended based on an indictment.

(6) The provider agreement is terminated or an application for re-
enrollment is denied because the provider has failed to comply with the re-
enrollment procedures established under the bill's requirements for the use of time-
limited provider agreements.

Criminal records checks of Medicaid providers

(R.C. 5111.032 (primary); R.C. 109.572)

The bill authorizes ODJFS to require that persons submit to a criminal
records check as a condition of obtaining a Medicaid provider agreement,
continuing to hold a provider agreement, being employed by a provider, having an
ownership interest in a provider, or being an officer or board member of a
provider. The bill requires ODJFS to designate the categories of persons who are
subject to the criminal records check requirement and requires ODJFS to designate
the times at which the criminal records checks must be conducted.

Applicability of the requirement

The bill specifies that its provisions do not apply to persons who are subject
to criminal records checks under current law as a condition of being a Medicaid
provider or employee with respect to a home and community-based services
waiver program for persons with disabilities.

For purposes of the criminal records check requirement, "provider" is
defined as any person, institution, or entity that has a Medicaid provider agreement
with ODJFS pursuant to federal Medicaid law. An "owner" is a person who has
an ownership interest in a Medicaid provider in an amount designated by ODJFS
in rules adopted under the bill. The bill specifies that references to ODJFS include
adesignee of ODJFS.
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I nforming persons of the requirement

The bill requires ODJFS to inform each provider or provider applicant
whether the provider or applicant is subject to a crimina records check. For
providers, the information must be given at times designated in the rules ODJFS is
permitted to adopt under the bill. For provider applicants, the information must be
given at the time of initial application. When the information is given, ODJFS
must specify which of the provider's or applicant's employees or prospective
employees, owners or prospective owners, officers or prospective officers, or
board members or prospective board members are subject to the criminal records
check requirement.

A provider that is subject to the criminal records check requirement must
inform each person specified by ODJFS that the person is required to submit to a
criminal records check for final consideration for employment in a full-time, part-
time, or temporary position; as a condition of continued employment; or as a
condition of becoming or continuing to be an owner, officer, or board member of a
provider. The information must be given at times designated in the rules ODJFS
is permitted to adopt under the bill.

I nitiating the criminal records check

If a provider or provider applicant is subject to a crimina records check
under the bill, ODJFS must require the conduct of a criminal records check by the
Superintendent of the Bureau of Criminal Identification and Investigation. If the
provider or applicant does not present proof of having been an Ohio resident for
the five-year period immediately prior to the date the criminal records check is
requested or provide evidence that within that five-year period the Superintendent
has requested information about the individual from the Federal Bureau of
Investigation (FBI) in a criminal records check, ODJFS must require the provider
or applicant to request that the Superintendent obtain information from the FBI as
part of the crimina records check of the provider or applicant. Even if the
provider or applicant presents proof of having been an Ohio resident for the five-
year period, ODJFS may require that the provider or applicant request that the
Superintendent obtain information from the FBI and include it in the criminal
records check.

In turn, the provider must require the conduct of a criminal records check
by the Superintendent with respect to each of the persons ODJFS specifies as
being subject to the criminal records check requirement. These persons are
subject to the same provisions that goply to the provider with regard to the need to
request that the Superintendent obtain information from the FBI.
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ODJFS must give each provider or provider applicant information about
accessing and completing the form and fingerprint impression sheets necessary for
the Superintendent to conduct the criminal records check. The provider, likewise,
must give the information to each person for whom the provider is responsible. In
both cases, the persons subject to the requirement must submit the forms and
fingerprint impressions to the Superintendent and pay all applicable fees.

The Superintendent must conduct the criminal records check in accordance
with procedures established under current law for criminal records checks. When
the criminal records check pertains to a provider or provider applicant, the
Superintendent must be instructed to submit the report directly to the ODJFS
Director. When the criminal records check pertains to a person required by a
provider to submit to a records check, the Superintendent must be instructed to
submit the report directly to the provider. The bill permits ODJFS to require that
the provider submit the person's report to ODJFS.

If a provider or provider applicant is given the information about obtaining
a criminal records check but fails to obtain the check, ODJFS is required by the
bill to terminate the provider agreement or deny the application to be a provider.
Similarly, if a provider gives a person the information about obtaining a criminal
records check but the person fails to obtain the check, the provider is prohibited
from allowing the person to serve as an employee, owner, officer, or board
member of the provider.

Disqualifying offenses

Except in circumstances specified in rules ODJFS is permitted to adopt
under the bill, the bill requires ODJFS to terminate a provider agreement or deny
issuance of a provider agreement if the provider or applicant is subject to a
criminal records check and has been convicted of, has pleaded guilty to, or has
been found eligible for intervention in lieu of conviction for any of a specified list
of offenses. Similarly, a provider is prohibited from allowing a person to be an
employee, owner, officer, or board member of the provider if the person is subject
to a criminal records check under the bill and has been convicted of, has pleaded
guilty to, or has been found €eligible for intervention in lieu of conviction for any
of the same offenses. Under the bill, all of the following are disqualifying
offenses:

(1) Aggravated murder; murder; voluntary manslaughter; involuntary
manslaughter; reckless homicide; felonious assault; aggravated assault; assault;
failing to provide for afunctionally impaired person; aggravated menacing; patient
abuse; gross patient neglect; patient neglect; kidnapping; abduction; criminal child
enticement; extortion; coercion; rape; sexual battery; unlawful sexual conduct with
a minor; gross sexual imposition; sexua imposition; importuning; voyeurism;
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public indecency; compelling prostitution; promoting prostitution; procuring;
soliciting; prostitution; engaging in prostitution after a positive HIV test;
disseminating matter harmful to juveniles, pandering obscenity; pandering
obscenity involving a minor; pandering sexually oriented matter involving a
minor, illegal use of minor in nudity-oriented material or performance; aggravated
robbery; robbery; aggravated burglary; burglary; breaking and entering; any theft
offense; unauthorized use of a vehicle; unauthorized use of property; unauthorized
use of computer, cable, or telecommunications property; passing bad checks;
misuse of credit cards, forgery; forging identification cards or selling or
distributing forged identification cards, Medicaid fraud; securing writings by
deception; insurance fraud, Workers Compensdion fraud; identity fraud;
receiving stolen property; disorderly conduct; unlawful abortion; endangering
children; contributing to the unruliness or delinquency of a child; domestic
violence; falsification; illegal conveyance of weapons onto the grounds of a
detention facility or a mental health or mental retardation institution; illegal
conveyance of drugs of abuse onto the grounds of a detention facility or a mental
health or mental retardation institution; illegal conveyance of intoxicating liquor
onto the grounds of a detention facility or a mental health or mental retardation
institution; illegal conveyance of cash onto the grounds of a detention facility;
attempt to commit an offense; carrying concealed weapons; having weapons while
under disability; improperly discharging a firearm at or into a habitation, in a
school safety zone, or with intent to cause harm or panic to persons in a school, in
a school building, or at a school function or the evacuation of a school function;
engaging in a pattern of corrupt activity; corrupting another with drugs;, any
trafficking in drugs offense; illegal manufacture of drugs or cultivation of
marihuana; funding of drug or marihuana trafficking; illegal administration of
distribution of anabolic steroids; any drug possession offense; permitting drug
abuse; offenses related to drug paraphernalia; deception to obtain a dangerous
drug; illegal processing of drug documents; placing a harmful or hazardous object
or substance in any food or confection; felonious sexual penetration in violation of
former state law; a violation of the offense of child stealing as it existed prior to
July 1, 1996; a violation of the prohibition against interference with custody that
would have been a violation of the offense of child stealing as it existed prior to
July 1, 1996, had the violation been committed prior to that date;

(2) An existing or former law of Ohio, any other state, or the United States
that is substantially equivalent to any of the offenses listed in the preceding

paragraph.

Medicaid or Medicare exclusion

In addition to prohibiting the employment of a person based on a
disqualifying offense, the bill prohibits a Medicaid provider from employing a
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person who has been excluded from participation in Medicaid, Medicare, or any
other federal health care program.

Conditional employment

The bill allows a Medicaid provider to employ a person prior to obtaining
the results of a criminal records check, but only if the person submits a request for
a criminal records check not later than five business days after beginning the
conditional employment. The provider must terminate the person's employment if
the results of the criminal records check are not obtained within 60 days after the
request is made. Regardless of when the results are obtained, if the results indicate
that the individual has been convicted of, has pleaded guilty to, or has been found
eligible for intervention in lieu of conviction for any of the disqualifying offenses,
the provider must terminate the person's employment. The employer, however,
may choose to retain the individual if ODJFS adopts rules specifying
circumstances when such a person may be employed.

Confidentiality

The report of the criminal records check is not a public record for purposes
of Ohio's public records law and must not be made available to any person other
than the following:

(1) The person who is the subject of the criminal records check or the
person's representative;

(2) The ODJFS Director and the staff of ODJFS in the administration of
the Medicaid program;

(3) A court, hearing officer, or other necessary individual involved in a
case dealing with the denial or termination of a provider agreement;

(4) A court, hearing officer, or other necessary individual involved in a
case dealing with a person's denial of employment, termination of employment, or
employment or unemployment benefits.

Rules

The bill authorizes ODJFS to adopt rules in accordance with the
Administrative Procedure Act to implement the bill's criminal records check
provisions. The rules may specify circumstances under which ODJFS may
continue a provider agreement or issue a provider agreement when the provider or
applicant has arecord of adisgualifying offense. Similarly, the rules may specify
circumstances under which a provider may permit a person to be an employee,
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owner, officer, or board member of the provider when the person has a record of a
disqualifying offense.

Criminal records checks of home and community-based service providers

(R.C. 5111.033 and 5111.034 (primary); R.C. 109.572)

Current law requires criminal records checks to be conducted as a condition
of employment in a position that involves providing home and community-based
services through a Medicaid waiver program to a person with disabilities. Current
law also requires criminal records checks to be conducted as a condition of
receiving a Medicaid provider agreement as an independent provider of such home
and community-based services. A person is disqualified from being employed in
the position or from being a Medicaid provider if the person has been convicted of
or pleaded guilty to any of the offenses specified in current law.

The bill modifies the process that must be followed in obtaining the
criminal records checks and includes additional disqualifying offenses.
Specifically, the bill does the following:

(1) Requires the person who is subject to the criminal records check to
obtain the criminal records check, in place of the duty that currently applies to the
chief administrator of the agency in which the person will be employed, or in the
case of a provider agreement, the duty that applies to ODJFS,;

(2) Requires that the person be given information about accessing,
completing, and forwarding to the Superintendent of the Bureau of Criminal
Identification and Investigation the forms and fingerprint impression sheets
necessary to obtain the criminal records check;

(3) Requires that the person be given written notice to instruct the
Superintendent to forward the completed criminal records check report directly to
the chief administrator of the agency or, in the case of a provider agreement,
directly to ODJFS;

(4) Adds the following as disqualifying offenses. soliciting, Workers
Compensation fraud, identity fraud, disorderly conduct, endangering children,
falsification, attempt to commit an offense, engaging in pattern of corrupt activity,
and offenses related to drug paraphernalia;

(5) Disgualifies a person from employment or from receiving a provider
agreement if the person has been found eligible for intervention in lieu of
conviction for any of the offenses that would disqualify the person on conviction;
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(6) Continues ODJFS's duty to adopt rules specifying circumstances under
which a person convicted of one of the disqualifying offenses may be employed or
be aMedicaid provider, but eliminates the provision requiring that the person meet
personal character standards set by ODJFS;

(7) Specifies, in the case of an employee or potential employee, that the
report of the person's criminal records check can be made available to an
administrator at ODJFS.

Electronic submission and storage of Medicaid applications and related
documents

Requirements

(R.C. 5111.017(A) and (C) and 5111.0121)

The bill requires, to the extent permitted by federal law and beginning July
1, 2009, (1) Medicaid applications to be submitted through the Internet or by other
electronic means, and (2) county departments of job and family services that
accept documents related to Medicaid applications to convert such documents to
an electronic format and store them electronically.

The bill also requires each county department, not later than June 30 of
each year, to calculate the total expenses the county incurred in the state fiscal
year ending in the previous calendar year to comply with the electronic conversion
and storage requirements.

Rules

(R.C. 5111.017(B) and 5111.0121)

The bill requires the ODJFS Director to adopt rules in accordance with the
Administrative Procedure Act, as necessary, to implement both requirements
described above. At a minimum, the bill requires the Director to adopt rules to do
all of thefollowing:

(1) Ensure that Medicaid applications can be transmitted and received in a
manner that maintains the confidentiality of information contained in them.

(2) The manner in which copies of the documents that are not electronic
copies must be disposed of. The manner specified must not compromise the
confidentiality of the information contained in the documents.
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(3) The measures county departments must take to maintain the
confidentiality of the information contained in the documents that are stored
electronically.

Assistance from ODJFS

(Section 309.30.05)

The bill requires ODJFS to assist county departments of job and family
services in developing and obtaining electronic databases and other necessary
systems through a competitive bidding process to comply with the electronic
conversion and storage requirements the bill contains, as described above.

Reduction in county share of public assistance expenses

(R.C. 5101.16)

Current law requires each board of county commissioners to pay a
percentage of the costs of public assistance programs. The sum of these
percentagesisthe "county's share of public assistance expenditures.”

The bill requires that a county's share of public assistance expenditures for
a state fiscal year be reduced by the amount the county incurred in the state fiscal
year ending in the previous calendar year to comply with the electronic conversion
and storage requirements described above that it is required to calculate under the
bill.

Copies of medical records

(R.C. 3701.741)

Under current law, a health care provider or medical records company is
required to provide one free copy of a patient's medical record to the following
persons or entities:

(1) Ohio Bureau of Workers Compensation;
(2) Onhio Industrial Commission;

(3) ODJFS;

(4) Onhio Attorney General;

(5) A patient or patient's personal representative if the medical record is
necessary to support a Social Security disability claim or an applicaion for
Supplemental Security Income.
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ODJFS may obtain its free copy in accordance with Chapter 5101. of the
Revised Code, the general governing statutes for ODJFS.

The bill adds county departments of job and family services to the entities
entitled to obtain a free copy of a patient's medical record. The bill also provides
that ODJFS and county departments may obtain the free copy of a patient's
medical record in accordance with Chapter 5111. of the Revised Code, the statutes
governing Ohio's Medicaid program.

Nursing home and | CF/MR franchise permit fees

(R.C. 3721.541 and 5112.341)

Nursing homes; hospitals with skilled nursing facility, long-term care, or
nursing home beds; and intermediate care facilities for the mentally retarded
(ICFS/MR) are required to pay an annual franchise permit fee.

The money generated by the franchise permit fee on nursing homes and
hospitals has been required to be deposited into two funds. One fund, the Home
and Community-Based Services for the Aged Fund, gets 16% of all franchise
permit fees and related penalties paid by nursing homes and hospitals for fiscal
years 2006 and 2007. (Sixteen per cent represents the first $1 of the franchise
permit fee.) Current law requires that all nursing home and hospital franchise
permit fees and related penalties for fiscal year 2008 and thereafter be deposited
into this fund. ODJFS and the Department of Aging are required to use the money
in the fund for the Medicaid program, including the PASSPORT component of the
Medicaid program, and the Residential State Supplement program.®

The other fund into which money generated by the nursing home and
hospital franchise permit fee goes is the Nursing Facility Stabilization Fund. It is
to receive all such franchise permit fees and related penalties that are not deposited
into the Home and Community-Based Services for the Aged Fund. Because
current law requires that all such fees and penalties be deposited into the Home
and Community-Based Services for the Aged Fund beginning in fiscal year 2008,
no future money, other than any interest or other investment proceeds earned on
money previously credited to the fund, is to go into the Nursing Facility
Stabilization Fund beginning in fiscal year 2008. ODJFS is required to use money
in the Nursing Facility Stabilization Fund to make Medicaid payments to nursing
facilities!®

105 R.C. 3721.56.

106 R C. 3721.561.
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All money generated by the ICF/MR franchise permit fee and related
penalties is required to be deposited into the Home and Community-Based
Services for the Mentally Retarded and Dewelopmentally Disabled Fund. ODJFS
and the Department of Mental Retardation and Developmental Disabilities are
required to use money in that fund for the Medicaid program and home and
community-based services to persons with mental retardation or a developmental
disability.

Nursing home and hospital fee not to decrease

(R.C. 3721.51 and 3721.56)

The franchise permit fee for nursing homes and hospitals is set at $6.25 per
bed per day for fiscal years 2006 and 2007. Under current law, the fee is
scheduled to decrease to $1 per bed per day. The bill eliminates the scheduled
reduction, thereby maintaining the fee at $6.25 per bed per day. The bill also
provides for the Nursing Facility Stabilization Fund to continue to receive 84% of
the money generated by the fee.

The bill does not change the amount of the ICF/MR franchise permit fee.
That fee is $9.63 per bed per day, plus an annual composite inflation factor
adjustment.

Sanctions for failureto pay franchise permit fee

(R.C. 3721.541 and 5112.341)

ODJFS is permitted to assess a 5% penalty on the amount due for each
month or fraction thereof that a nursing home, hospital, or ICF/MR fails to pay its
franchise permit fee in full when due.r®” In addition to assessing the penalty,
current law permits ODJFS to do either of the following:

(1) Withhold an amount equal to the franchise permit fee and penalty from
a Medicaid payment due to the nursing facility, hospital, or ICF/MR until the fee
and penalty are paid.

(2) Terminate the Medicaid provider agreement of the nursing facility,
hospital, or ICF/MR.

The bill permits ODJFS to offset an amount less than or equal to the
franchise permit fee and penalty from a Medicaid payment, as an alternative to
withholding an amount equal to the fee and penalty from a Medicaid payment

107 R.C. 3721.54 and 5112.34.
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until the fee and penalty are paid. ODJFS is permitted to do any of the following:
(1) impose the offset, (2) institute a withholding, and (3) terminate the Medicaid
provider agreement, rather than just taking one of those actions.

As under current law regarding withholdings, ODJFS may make the offset
without providing notice or conducting an adjudication under the Administrative
Procedure Act (R.C. Chapter 119.).

Application of definition of " date of licensure"

(R.C. 5111.20)

Current law governing Medicaid rates for nursing facilities and ICFSYMR
uses the term "date of licensure" in the context of facilities' capital rates and for
the purpose of determining a facility's initial rate. The bill does not change the
definition. Instead it provides that the definition applies in determinations of
Medicaid rates for nursing facilities and ICFSYMR but does not apply in
determinations of the franchise permit fee for anursing facility or ICF/MR.

Third party liability for Medicaid claims

(R.C. 5101.571, 5101.572, 5101.573, 5101.574, 5101.575, 5101.58, 5101.59, and
5101.591)

Background--federal regulations and the Deficit Reduction Act of 2005

Congress intended that Medicaid be the payer of last resort; that is, if a
Medicaid recipient has another source of payment for health services, that source
is to pay instead of Medicaid.!®® Consistent with federal law that reflects this
intent, the U.S. Secretary of Headth and Human Services has promulgated
regulations’® that require states to have plans to do al of the following:
(1) identify Medicaid recipients other sources of health coverage, (2) determine
the extent of the liability of third parties, (3) avoid payment of third party claims
("cost avoidance"), and (4) pay claims and later recover reimbursement from third
parties if the state can reasonably expect to recover more than it spends in seeking
reimbursement ("pay and chase").

108 J.S. Government Accountability Office. Medicaid Third Party Liability: Federal
Guidance Needed to Help States Address Continuing Problems (Sept. 2006) (last visited
Feb. 20, 2007), available at <http://www.gao.gov/new.items/d06862.pdf>, at p. 1.

109 42 C.F.R. Part 433, subpart D (2005).
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For obvious reasons, cost avoidance is preferred over pay and chase
however, there are circumstances for which the federal regulations prohibit cost
avoidance or situations where the state Medicaid agency is hindered in its efforts
to verify Medicaid recipients' private health coverage.*'°

To enhance states ability to identify and obtain payments from liable third
parties, the Deficit Reduction Act of 2005 made several changes to the third
party liability provisions of federal Medicaid law.'*? Specifically, section 6035 of
the Deficit Reduction Act amended federal Medicaid law (section 1902(a)(25) of
the Social Security Act'*®) to do both of the following: *4

(1) Clarify the specific entities that are considered "third parties’ that may
be liable for payment and cannot discriminate against individuals on the basis of
Medicaid eligibility.

(2) Require states to enact laws requiring health insurers to do all of the
following:

(& Provide the state with coverage, eligibility, and claims data needed by
the state to identify potentially liable third parties;

(b) Honor the assignment to the state of a Medicaid recipient's right to
payment by the insurersfor health care items or services;

(c) Not deny assignment or refuse to pay claims submitted by Medicaid
based on procedural reasons (e.g., the failure of the recipient to present an

110 Exceptions to this requirement are for prenatal care services, preventative pediatric
services, and services provided to a minor for whom the state is enforcing a child-support
order against a noncustodial parent. 42 C.F.R. 433.139(b)(3). The U.S. Government
Accountability Office report referenced above describes the ways in which state
Medicaid agencies have been hindered in their efforts to verify Medicaid recipients
private health coverage.

1 pyp, L. 109-171.
112 | etter from Dennis G. Smith, Director, Center for Medicaid and State Operations,
Centers for Medicare & Medicaid Services, U.S. Department of Heath & Human

Services, to State Medicaid Directors (SMD #06-026) (dated Dec. 15, 2006), available at
<http://www.cms.hhs.gov/smdl/downloads/SM D 121506.pdf>.

113 42 U.S.C. 1396a(a)(25).

114 |_etter from Dennis G. Smith, supra.
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insurance card at the point of sale, or the state's failure to submit an electronic, as
opposed to a paper, claim).

ODJES right of recovery

(R.C. 5101571, 5101.572, and 5101.58 (current law); R.C. 5101.571,
5101.572, and 5101.573(A)(1), and 5101.58 (the bill))

Current law. Current law (R.C. 5101.572), consigent with the federal
regulations described above, requires a third party*'® to cooperate with ODJFS in
identifying individuals for the purposes of establishing third party liability under
federal Medicaid law. Current law (R.C. 5101.58) also specifies that the
acceptance of public assistance by an individua gives ODJFS a "right of
recovery"!® against the liability of a third party for the cost of medical services
and care arising out of injury, disease, or disability. The law provides that this
right of recovery is for the entire amount of any settlement or compromise of an
action or claim brought by a public assistance recipient, or any court award or
judgment given to the recipient. Prior to initiating a recovery action, a public
assistance recipient must disclose to ODJFS the identity of any third party against
whom the recipient has or may have aright of recovery.

The bill. In general, the bill makes the changes to current law required by
the Deficit Reduction Act. It also adds other provisions that, in part, appear to
address the May 2006 decision of the U.S. Supreme Court in Arkansas

115 Current law (R.C. 5101.571(B)) defines a "third party" as any hedth insurer (as
defined in R.C. 3924.41), individual, entity, or public or private program, that is or may
be liable to pay all or part of the medica cost of injury, disease, or disability of an
applicant or recipient. "Third party” includes any such insurer, individual, entity, or
program that would have been obligated to pay for the service, even when such third
party limits or excludes payments in the case of an individual who is €ligible for
Medicaid. "Third party" does not include the program for medically handicapped children
established under R.C. 3701.023 (commonly referred to as the Bureau for Children with
Medical Handicaps (BCMH)).

118 Under former law that was effective until September 29, 1997, ODJFS had a more
limited right of subrogation that allowed it to substitute itself in the shoes of the recipient,
subject to al of the limits the recipients had when bringing an action or claim against a
liable third party. The right of recovery ODJFS has under current law is broader in that it
allows ODJFS and county departments of job and family services to seek reimbursement
for health care claims paid by Medicaid independent of the recipient and any limits the
recipient has when seeking payment from a liable third party. Fina Analysis for Am.
Sub. H.B. 215 of the 122nd General Assembly (available on the LSC web dSite
www.|sc.state.oh.us).
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Department of Health and Human Services v. Ahlborn**’ which held that the
federal Medicaid statute permits a state to recover its payments for medical
assistance only from the portion of atort liability settlement attributable to medical
items and services (rather than from the entire amount of the settlement).

One set of changes to address the Deficit Reduction Act provisions is
discussed in this section of the analysis; another set is discussed under
"Assignment of rights to ODJES," below. The remainder of changes made by the
bill, including those that appear to address the Ahlborn decision (see 'Right of
recovery from third parties in tort liability judgments and settlements," below),
are discussed following the assignment of rights discussion.

First, consistent with the Deficit Reduction Act's clarification of the
specific entities that are considered "third parties’ and "health insurers' that may
be liable for paymen and cannot discriminate against individuals on the basis of
Medicaid eligibility (see (1), above), the hill clarifies the definition of "third
party.” It defines thisterm to include not only a person authorized to engage in the
business of sickness and accident insurance or a health insuring corporation, but
also a person or governmental entity providing coverage for medical services or
items to individuals on a self-insurance basis, a group health plan as defined in
federal law,'® a service benefit plan referenced in the Deficit Reduction Act,**° a
managed care organization, a pharmacy benefit manager, a third party
administrator, and any other person or governmental entity that is, by law,
contract, or agreement, responsible for the payment or processing of aclaim for a
medical item or service for a public assistance'? recipient or participant. The bill
also specifies that except when otherwise provided by law governing Medicare's
status as a secondary payer,*?* a person or governmental entity mentioned aboveis
athird party even if the person or governmental entity limits or excludes payments
for amedical item or service in the case of a public assistance recipient.

Second, in accordance with the Deficit Reduction Act's requirement that
states enact lawsto require third parties to provide states with coverage, eligibility,
and claims data needed by the states to identify potentially liable third parties (see

117547 U.S. 268.
118 29 U.S.C. 1167.
119 42 U.S.C. 1396a(3)(25).

120 The bill defines "public assistance" as medical assistance (see footnote below) or
assistance under the Ohio Works First Program.

121 42 U.S.C. 1395y(h).
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(2)(@), above), the bill requires a third party to (i) cooperate with ODJFS and
accept ODJFS' right of recovery under R.C. 5101.58, (ii) respond to an inquiry
made by ODJFS regarding a claim for payment of a medical item or service that
was submitted to the third party not later than three years after the date of the
provision of the medical item or service, (iii) pay aclaim described in (ii), (iv) not
deny a claim submitted by ODJFS solely on the basis of the date of submission of
the claim, type, or format of the clam form, or a failure by the medical
assistance'? recipient who is the subject of the claim to present proper
documentation of coverage at the time of service if certain conditions are met, and
(v) provide, as ODJFS so chooses, information or access to information, or both,
in the third party's el ectronic data system on ODJFS' request.

With respect to this latter requirement (in (v), above), if ODJFS chooses to
receive information directly, the bill requires the third party to provide the
information (i) in a medium, format, and manner prescribed by the Director of Job
and Family Services inrules, (ii) free of charge, and (iii) not later than the end of
the 30th day after ODJFS makes its request, unless a different time is agreed to by
the Director in writing.

If ODJFS chooses to receive access to information (rather than, or in
addition to, information directly from the third party), the bill requires the third
party to provide access by a method prescribed by the Director in rules. The bill
specifies that in facilitating access, ODJFS may enter into a trading partner
agreement with the third party to permit the exchange of information via"ASC X
12N 270/271 Health Care Eligibility Benefit Inquiry and Response"
transactions.'*?

122 The bill defines "medical assistance" as medical items or services provided under any
of the following: (1) the Medicaid program, (2) CHIP Parts | and II, and (3) the
Disability Medical Assistance Program.

123 "ASC X 12N 270/271 Headlth Care Eligibility Benefit Inquiry and Response” refers to
an electronic transaction standard required by the Transactions and Code Set Rules
promulgated by the U.S. Secretary of Health & Human Services under the Health
Insurance Portability and Accountability Act of 1996 (HIPAA). It is one of several
standards that facilitate the electronic transfer of information ("electronic data
interchange” or "EDI") between trading partners. TriwWest Healthcare Alliance. Policies,
procedures, and guidance for TRICARE providers (last visited Mar. 12, 2007), at p. 11,
available a https.//www.triwest.com/triwest/unauth/content/provider/handbook/
O2important.pdf and Health Insurance Reform: Modifications to Electronic Data
Transaction Standards and Code Sets, 68 Fed. Reg. 8381 (Feb. 20, 2003) (codified at 45
C.F.R. Part 162).
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The bill also specifies that information provided by a third party to ODJFS
is confidential and not a public record under the Ohio Public Records Law (R.C.
149.43) 124

Assignment of rightsto ODJFS

(R.C. 5101.59 (current law); R.C. 5101.573 and 5101.59 (the bill))

Current law. Current law (R.C. 5101.59) further provides that the
application for, or acceptance of, public assistance'® constitutes an automatic
assignment to ODJFS of certain rights the applicant, recipient, or participant has--
including any rights to medical support under an order of a court or administrative
agency and any rights to payments by a liable third party for the cost of medical
care and services arising out of injury, disease, or disability of the applicant,
recipient, participant, or other members of the assistance group.

The bill. In accordance with the Deficit Reduction Act's requirements that
states enact laws to honor the assignment to the state of a Medicaid recipient's
right to payment by an insurer for health care items or services, the bill requires a
third party to accept the assignment of rights to ODJFS.

The bill also requires a third party to treat a managed care organization as
ODJFS for a claim in which (i) the individual who is the subject of the claim
received a medical item or service through a managed care organization that has
entered into a contract with ODJFS under law governing Medicaid managed care
(R.C. 5111.16), and (ii) ODJFS has assigned its right of recovery for the claim to
the managed care organization.

124 This specification is in addition to ones in current law that provide that (1) the release
of information to ODJFS is not to be considered a violation of any right of confidentiality
or contract that the third party may have with covered persons, and (2) immunity to the
third party from any liability that it may otherwise incur through its release of
information to ODJFS.

125 Under current law (R.C. 5101.58), "public assistance" neans aid provided under the
Medicaid Program (R.C. Chapter 5111.) or the Disability Medical Assistance Program
(R.C. Chapter 5115.) and participation in the Ohio Works First Program.
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Right of recovery from third parties in tort liability judgments and
settlements

(R.C. 5101.58 (current law and the bill))

Background. As mentioned above, the U.S. Supreme Court held in
Arkansas Department of Health and Human Services v. Ahlborn that federal
Medicaid law permits a state to recover its payments for medical assistance only
from the portion of a tort liability settlement attributable to medical items and
services. Some states right of recovery laws, like Ohio's law (R.C. 5101.58), give
the state's Medicaid agency a right of recovery against the entire amount of a
settlement or compromise of an action or claim, or court award or judgment.*?°

In response to Ahlborn, the Chicago Regiona Office of the Centers for
Medicare & Medicaid Services (CMS) sent a letter in July 2006 to state Medicaid
directorsin its jurisdiction for the purpose of clarifying third party recovery rules
and options for states in the context of this U.S. Supreme Court decision. CMS
points out in the letter that while the Court rejected CMS's prior interpretation of
federal Medicaid law to authorize states to enact laws permitting full recovery of
Medicaid assistance payments from third party liability settlements, regardless of
how the parties allocated the settlement, the Court also strongly noted that states
should become involved in underlying tort litigation for purposes of influencing
the amount that is allocated in a settlement to medical items and services. In
addition, a fact sheet accompanying the letter outlines three options states are
permitted, but not required, to use to potentially encourage Medicaid recipients
who are tort settlement or judgment beneficiaries to cooperate in state Medicaid
agency recovery actions where they will not receive a share of the settlement or
judgment:*?’

126 Ohio's law, does however, specify that the right of recovery does not goply to that
portion of any judgment, award, settlement, or compromise of a claim to the extent of
attorneys fees, costs, or other expenses incurred by a recipient or participant in securing
the judgment, award, settlement, or compromise, or to the extent of medical, surgical, and
hospital expenses paid by such recipient or participant from the recipient's or participant's
own resources (R.C. 5101.58). This provision is retained in the bill (see R.C.
5101.58(G)(1)).

127 etter from Ruth A. Hughes, Acting Associate Regional Administrator, Division of
Medicaid and Children's Health, Chicago Regional Office, Centers for Medicare &
Medicaid Services. State Options for Recovery Against Liability Settlement in Light of
U.S. Supreme Court Decision in Arkansas Department of Human Services v. Ahlborn
(July 2006) (on file with LSC staff).
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(1) In accordance with federal Medicaid law (section 1902(a)(25)(B)) of
the Social Security Act), a state may determine that it is more cost-effective to
pursue a lesser amount from a tort settlement or judgment than the Medicaid
recipient's full cost of care in order to avoid either full litigation or the state
pursuing the claim itself.

(2) A state may deduct attorney fees and litigation costs from the
settlement or judgment amount prior to seeking reimbursement for the Medicaid
program.

(3) A state may compromise the state share of the settlement or judgment
amount (to the extent the state wishes © give part or all of its portion of the
Medicaid recovery to the recipient) as long as the compromise does not impinge
on the federal share of the amount recovered by Medicaid.

Thebill. The bill repeals the law that specifies that the entire amount of a
payment, settlement, or compromise of an action or claim against a third party is
subject to ODJFS's or a county department of job and family services right of
recovery. Instead, the bill excludes a reference to the amount subject to recovery
by merely specifying that "any payment, settlement, or compromise of an action or
claim, or any court award or judgment,” is subject to the right of recovery. The
bill also requires that a payment, settlement, compromise, judgment, or award that
excludes the cost of medical assistance paid for by ODJFS not preclude a
department from enforcing its right of recovery. And, it permits a right of
recovery to be enforced separately or jointly by ODJFS or the appropriate county
of job and family services.

The bill further appears to require the implementation of the second option
proposed by CMS (see (2), above) by requiring that reasonable attorneys fees, not
to exceed one-third of the total judgment, award, settlement, or compromise, plus
costs and other expenses incurred by the recipient or participant in securing the
judgment, award, settlement, or compromise, first be deducted from the total
judgment, award, settlement, or compromise. It also requires that ODJFS, or the
appropriate county department of job and family services, receive no less than the
lesser of (i) one-half of the amount remaining after fees, costs, and other expenses
are deducted, or (ii) the actual amount of medical assistance paid. Additionally, it
prohibits a public assistance recipient from assessing attorney fees, costs, or other
expenses against ODJFS or a county department of job and family services when
the applicable department enforces its right of recovery.
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Disclosure requirements applicable to third parties

(R.C. 5101.58 (current law); R.C. 5101.58(C), (D), and (E))

Current law. Under current law, a public assistance recipient or participant
must, prior to initiating any recovery action, disclose the identity of any third party
against whom the recipient or participant has or may have a right of recovery.
When medical expenses have been paid by Medicaid, the disclosure must be made
only to ODJFS; when expenses have been paid by the Disability Medica
Assistance Program, the disclosure must be made to both ODJFS and the
appropriate CDJFS.

Current law also prohibits a settlement, compromise, judgment, or award or
any recovery in any action or claim by a recipient or participant from being made
final where ODJFS or a CDJFS has a right of recovery and appropriate notice and
a reasonable opportunity to perfect the right of recovery has not been given. The
law specifies that if the departments are not given appropriate notice, the recipient
or participant is liable to reimburse the departments for the recovery received to
the extent of medical payments made by the departments. The departments are
permitted to enforce their recovery rights against the third party even though they
accepted prior payments in discharge of their rights if, at the time the departments
received the payments, they were not aware that additional medical expenses had
been incurred but not yet paid by the departments. Further, the law provides that
the third party becomes liable to ODJFS or the CDJFS as soon as the third party is
notified in writing of the valid claims for recovery.

Thebill. The bill adds to the requirement in current law that a recipient or
participant disclose to ODJFS, the CDJFS, or both, the identity of any third party,
by requiring that the notice be in writing and that it include the address of the third
party. The bill also extends the liability to reimburse ODJFS and the appropriate
CDJFS in current law that applies when appropriate disclosure is not given to a
recipient's or participant's attorney, if thereis one.

Consideration of Medicaid, SCHI P, or Disability Medical Assistance
Program eligibility for policy attainment or plan enrollment

(R.C. 5101.574 (the bill))

Federal Medicaid law*?® currently prohibits a third party from taking an
individual's Medicaid status into account in enrollment or payment decisions. The
bill enacts and expands this prohibition in Ohio law by prohibiting a third party
from considering whether an individual is eligible for or receives medical

128 Section 1902(a)(25)(G) of the Social Security Act (42 U.S.C. 1396a(a)(25)(G)).
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assistance'® when (i) the individual seeks to obtain a policy or enroll in a plan or
program operated or administered by the third party, or (ii) the individual, or a
person or governmental entity on the individual's behalf, seeks payment for a
medical item or service provided to the individual.

Denial, revocation, or termination of licensure or other approval for
violation of provisions on ODJFES' right of recovery; injunction authority

(R.C. 5101.575 (the bill))

The bill permits a governmental entity that is responsible for issuing a
license, certificate of authority, registration, or approval that authorizes the third
party to do business in Ohio to deny, revoke, or terminate the license, certificate,
registration, or approval of the third party, or to impose afine, as determined to be
appropriate by the governmental entity, if the third party fails to comply with the
requirements imposed on third parties by the bill with respect to providing ODJFS
with certain data or the prohibition on taking an individual's medical assistance
status into account in enrollment or payment decisions. The denial, revocation, or
termination must be done in accordance with the Ohio Administrative Procedure
Act.

In addition, the bill permits the attorney general to petition a court of
common pleas to enjoin the violation.

Rulemaking authority

(R.C. 5101.59(C) (current law); R.C. 5101.591 (the bill))

Current law. Under current law, the ODJFS Director is permitted to adopt
rules in accordance with the Ohio Administrative Procedure Act (R.C. Chapter
119.) to implement the law governing the assignment of public assistance
recipients' rights to ODJFS (R.C. 5101.59), including rules that specify what
constitutes cooperating with efforts to obtain medical support and payments and
when the cooperation requirement may be waived.

The bill. The bill retains the permissive authority that ODJFS has in
current law to adopt the rules described above, but also requires ODJFS to adopt
rules to specify (i) additional data that should be included in the definition of
"information” that ODJFS is permitted to obtain under the bill, (ii) the medium,

129 As noted in a footnote above, the bill defines "medical assistance" as medical items or
services provided under any of the following: (1) the Medicaid program, (2) the State
Children's Health Insurance Program (SCHIP) Parts | and Il, and (3) the Disability
Media Assistance Program.
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format, and manner in which a third party must provide information directly to
ODJFS, and (iii) the method by which a third party must provide ODJFS with
access to information.

CHIP €eliqibility for persons under age 19

(R.C. 5101.51)

Current law authorizes ODJFS to provide health assistance through the
Children's Health Insurance Program (CHIP) for individuals under age 19 who are
in low-income families but are not otherwise eligible for Medicaid. CHIP |
provides assistance for individuals in families with income not exceeding 150% of
the federal poverty guidelines. CHIP Il is for individuals with family incomes
above 150% but not exceeding 200% of the poverty guidelines. Both CHIP | and
CHIP Il are funded with federal and state funds. The bill authorizes the ODJFS
Director to submit a plan to the U.S. Secretary of Health and Human Services
under which individuals under age 19 may participate in CHIP Part 11 if they have
family incomes above 200% but not exceeding 300% of the federal poverty
guidelines. The expansion isnot to start before January 1, 2008.

Medicaid for former foster children

(R.C.5111.011)

Federal Medicaid law includes options that a state may implement
regarding eligibility for the Medicaid program. One option, included in the Foster
Care Independence Act of 1999 (P.L. 106-169), permits a state to cover
independent foster care adolescents under its Medicaid program.’*®  An
"independent foster care adolescent” is an individual who is under age 21, wasin
foster care under the responsibility of a state on the individual's 18th birthday, and
has assets, resources, and income not exceeding levels, if any, the state establishes.
A state may limit eligibility to such an individual with respect to whom Title IV-
E! foster care maintenance payments or independent living services were
furnished before the individual's 18th birthday.*?

Current state law permits the ODJFS Director to amend the state Medicaid
plan to make an individual receiving independent living services eligible for
Medicaid. The bill, instead, requires the Director to amend the state Medicaid

130 42 U.S.C. 1396a(a) (10)(A)(ii)(X VII).
131 Title IV-E is part of the Socia Security Act.

132 42 U.S.C. 1396d(W).
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plan to implement the option included in the Foster Care Independence Act of
1999. Specifically, the amendment is to cover an individual who meets all of the
following requirements:

(1) Isunder age 21.

(2) Was in foster care under the responsibility of the state on the
individual's 18th birthday.

(3) Title IV-E foster care maintenance payments or independent living
services were furnished on the individual's behalf before the individual attained 18
years of age.

(4) Meets al other applicable eligibility requirements established in
ODJFSrules.

The bill requires the ODJFS Director to implement the state Medicaid plan
amendment beginning January 1, 2008, if approved by the U.S. Secretary of
Health and Human Services.

Eligibility of pregnant women for Medicaid

(R.C. 5111.014, Section 309.30.90)

Federal Medicaid law requires states participating in Medicaid to cover
certain groups of persons and types of benefits and gives states the option of
covering other groups of persons and types of benefits. One group the state is
required to cover as categorically needy is pregnant women.**®* However, the state
is provided flexibility to determine income eligibility requirements. Current Ohio
law provides that a pregnant woman who meets other requirements is eligible for
Medicaid if her family income is 150% or less of the federal poverty guidelines.

The bill requires the ODJFS Director to submit an amendment to the state
Medicad plan to the United States Secretary of Health and Human Services to
raise the income eligibility limit for pregnant women to family income of 200%
(from 150%) of the federal poverty guidelines. ODJFS must submit the
amendment not later than 90 days after the effective date of the bill. The increase
isto be implemented not earlier than January 1, 2008.

133 42 Code of Federal Regulations, 35 et seq.
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Medicaid eligibility for parents of children under age 19

(R.C. 5111.019)

As noted above, federal Medicaid law requires participating states to cover
certain groups of persons and types of benefits and gives states the option of
covering other groups of persons and types of benefits. A group the state is
required to cover is families with dependent children.®** However, the state is
provided flexibility to determine income eligibility requirements for participation
and time limits of eligibility. In addition to other eligibility requirements, current
law provides that a parent of a child under age 19 is eligible for Medicaid if the
income of the family is 90% or less of the federal poverty guidelines. Eligibility
for Medicaid under this provision is limited to two years from the date on which
eligibility is established. The bill eliminates the two-year limit on a parent's
eligibility for Medicaid under this provision.

Executive order lowering Medicaid income eligibility limits

(R.C. 5111.0120, 5111.01, 5111.011, 5111.014, and 5111.019)

The Medicaid program covers different populations with different levels of
income under different components. For example, a residential parent of a child
under 19 years of age with family income not exceeding 90% of the federa
poverty guidelines who satisfies other requirements established by rules qualifies
for Medicaid. And, a pregnant woman with family income not exceeding 150% of
the federal poverty guidelines who satisfies other requirements established by
rules qualifies for Medicaid.**

The bill permits the Governor to issue an executive order lowering, but not
increasing, the income eligibility limit for one or more components of the
Medicaid program. The Governor may not lower the income eligibility limit for a
component below an amount permitted by federal law. If the Governor issues
such an executive order, the component's income eligibility limit may not be
restored to its previous level except by an act of the General Assembly.

The bill requires that rules the Director of Job and Family Services adopts
regarding eligibility requirements for the Medicaid program be consistent with any
executive order the Governor issues under this provision.

134 42 Code of Federal Regulations, 35 et seq.

135 The hill increases the income digibility limit for pregnant women to 200% of the
federal poverty guidelines. (See "Eligibility of pregnant women for Medicaid" above.)
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Healthcheck information

(R.C. 5111.016)

Under current law, ODJFS must establish a combination of written and oral
methods designed to provide information about the Healthcheck program?® to all
persons eligible for the program and their parents or guardians. Each CDJFS or
other entity that distributes or accepts applications for Medicaid must display the
following message in a conspicuous place:

Under state and federal law, if you are a Medicaid
recipient, your child is entitled to a thorough medical
examination provided through Healthcheck. Once this
examination is completed, your child is entitled to
receive, at no cost to you, any service determined to be
medically necessary.

The bill requires ODJFS to adopt rules establishing methods to provide
information about the Healthcheck program. The rules must be established in
accordance with federal law and Ohio's Administrative Procedure Act (Revised
Code Chapter 119.). The hill also eliminates the requirement that the language
guoted above be displayed and instead requires that each CDJFS or other entity
display a notice complying with the rules adopted by ODJFS.

Medicaid Buy-In for Workers with Disabilities Program

Background

To qualify for federal financial participation, a state's Medicaid program
must cover certain populations. Federal law permits, but does not require, that a
state's Medicaid program cover additional populations.

The federa Ticket to Work and Work Incentives Improvement Act of 1999
established two new populations that a state's Medicaid program may cover.
However, a state may cover the second population only if it also covers the first.
These two optional eligibility expansions are popularly known as the Medicaid
buy-in.

The first population consists of individuals who, but for earnings in excess
of a limit established under federal law, would be considered to be receiving

136 "Healthcheck" is the Early and Periodic Screening, Diagnosis, and Treatment
component of the Medicaid program under which services are provided to children (R.C.
3313.714).
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Supplemental Security Income,*®’ are at least age 16 but less than age 65, and have
assets, resources, and income not exceeding such limitations, if any, as the state
may establish.**® The second population consists of employed individuals with a
medically improved disability who have assets, resources, and income not
exceeding such limitations, if any, as the state may establish.**® An "employed
individual with a medically improved disability" is defined as an individual who
(1) is at least age 16 but less than age 65, (2) is earning at least the applicable
minimum wage requirement specified in federal law and working at least 40 hours
per month or is engaged in a work effort that meets substantial and reasonable
threshold criteria for hours of work, wages, or other measures, (3) ceases to be
eligible for Medicaid under the first population described above because the
individual, by reason of medical improvement, is determined at the time of a
regularly scheduled continuing disability review to no longer meet federal
definitions of disability, and (4) continues to have a severe medically determinable
impairment as determined under federal regulations.*

Seeking federal approval to implement buy-in option

(R.C. 5111.70)

The ODJFS Director is required by the bill to submit an amendment to the
state Medicaid plan and any federal waiver necessary to establish a new
component of the Medicaid program to be known as the Medicaid Buy-In for
Workers with Disabilities Program. The amendment and, if necessary, waiver are
to be submitted to the United States Secretary of Health and Human Services not
later than 90 days after the effective date of this provision of the bill. The program
Is to be established in accordance with the bill and the provision of the Ticket to
Work and Work Incentives Improvement Act of 1999 that authorizes the Medicaid
buy-in eligibility expansions. The Director is required to implement the program
if the amendment and, if necessary, waiver are approved.

137 supplemental Security Income (SSI) is a federal program under which monthly
payments of up to $623 are made to qualified disabled individuals who do not have
sufficient work history to qualify for disability payments under the Social Security

program.
138 42 U.S.C. 1396a(a)(10)(A)(ii)(X V).
139 42 U.S.C. 1396a(a)(10)(A)(ii) (X V1).

140 42 U.S.C. 1396d(V).

IB Legislative Service Commission -265- Am. Sub. H.B. 119



Eligibility for Medicaid Buy-In for Workers with Disabilities Program

(R.C.5111.701, 5111.702, 5111.703, and 5111.707)

To qualify for the Medicaid Buy-In for Workers with Disabilities Program,
an individual must apply to participate and provide satisfactory evidence that the
individual:

(1) Isatleast age 16 and under age 65;

(2) Is either considered disabled for the purpose of the Supplemental
Security Income (SSI) program (regardless of whether the individual receives SSI
benefits) and has earnings from employment*** or meets the federal definition of
"employed individual with amedically improved disability";

(3) Meetsthe program's asset and income requirements,

(4) Meets the additional eligibility requirements the ODJFS Director is to
establish in rules.**?

An individual may also have to pay a premium for participating in the
program. (See "Premium reguirements" below.)

Under the program's asset limitation, the value of the assets of an
individual's family, less assets and asset value disregarded pursuant to rules the
Director is to adopt, cannot exceed $10,000. However, the Director is required to
annually adjust the asset eligibility requirement by the change in the consumer
price index for all items for all urban consumers for the previous calendar year, as
published by the United States Bureau of Labor Statistics. The annual adjustment
must go into effect on the earliest possible date.

141 Federal law permits the establishment of a Medicaid buy-in program for workers with
disability. To be €eligible to participate in a buy-in program, the individua must meet all
eligibility requirements for SSI and have earnings in excess of SSI earnings limitations.
(42 U.S.C. 1396a(a)(10)(A)(ii))(XV).) The hill states that, for purposes of meeting
disability requirements through SSI dligibility, the individual must be considered disabled
for the purpose of the SSI program and have earnings from employment. The bill does
not require a person to have earnings in excess of SSI limits or meet other SSI eligibility
requirements. Because this is inconsistent with federal law, this portion of the program
will require awaiver from the United States Secretary of Health and Human Services.

142 The rules governing the Medicaid Buy-In for Workers with Disabilities Program are
to be adopted in accordance with the Administrative Procedure Act (R.C. Chapter 119.).
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Under the program’'s income limitation, the income of an individual's
family, less the first $20,000 of the individual's earned income and other
disregarded amounts to be specified in rules, cannot exceed 250% of the federal
poverty guidelines.®® No amount that an employer of a member of the
individual's family pays to obtain health insurance for one or more members of the
family is to be treated as the income of the individua's family. This exclusion
includes any amount of the program's premium that the employer pays.

The bill defines "family" as an applicant for or participant of the Medicaid
Buy-In for Workers with Disabilities Program and the spouse and dependent
children of the applicant or participant. "Family" aso includes the parents of an
applicant or participant who is under age 18.

Premium requirements

(R.C. 5111.704)

An individual whose family's income exceeds 150% of the federal poverty
guidelines is required to pay an annual premium as a condition of qualifying for
the Medicaid Buy-In for Workers with Disabilities Program. The amount of the
premium is to be determined as follows:

(1) Subtract an amount equal to 150% of the federal poverty guidelines, as
applicable for a family size equal to the size of the individual's family, from the
amount of the income of the individual's family;

(2) Subtract any amount a member of the individual's family pays, whether
by payroll deduction or otherwise, for other health insurance for one or more
members of the family from the difference determined under (1) above;

(3) Multiply the difference determined under (2) above by one tenth.

The bill stipulates that no amount that an employer of a member of an
individual's family pays to obtain health insurance for one or more members of the
individual's family, including any amount of a premium for the Medicaid Buy-In
for Workers with Disabilities Program that the employer pays, is to be treated as
income of the individual's family for purposes of determining whether an
individual must pay a premium or the amount of a premium an individual must
pay under the program.

143 The bill defines "income" as including earned and unearned income. The ODJFS
Director is required to adopt rules defining "earned income" and "unearned income."
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Six-months extended eligibility

(R.C. 5111.706)

The bill permits an individual participating in the Medicaid Buy-In for
Workers with Disabilities Program to continue to participate in the program for up
to six months after the individual no longer has earnings from employment or no
longer meets the federal definition of "employed individual with a medically
improved disability" due to ceasing to be employed. The individual would have to
continue to meet all of the program's other eligibility requirements to qualify for
the extended six-months eligibility.

Dual eligibility for Buy-1n and home or community-based services

(R.C. 5111.705 and 5111.851)

Ohio's Medicaid program includes a number of components under which
home or community-based services are provided as an alternative to services
provided by a hospital, nursing facility, or intermediate care facility for the
mentally retarded. The components are authorized by federal waivers granted by
the United States Department of Health and Human Services.

The bill provides that no individua is to be denied €ligibility for the
Medicaid Buy-In for Workers with Disabilities Program on the basis that the
individual receives home or community-based services under a Medicaid waiver.
The bill correspondingly provides that no individual is to lose eligibility for home
or community-based services under a Medicaid waiver or have such services
reduced or disrupted on the basis that the individual also receives services under
the Medicad Buy-In for Workers with Disabilities Program, even if the
individual's income or assets increase to an amount above the eligibility limit for
the Medicaid waiver (but not above the eligibility limit for the Medicaid Buy-In
for Workers with Disabilities Program). Individuals receiving services under a
Medicaid waiver are exempted by the bill from paying any cost-sharing expenses
otherwise applicable under the Medicaid waiver for any period during which they
also participate in the Medicaid Buy-In for Workers with Disabilities Program.

Medicaid Buy-1n Advisory Council

(R.C. 5111.708 and 5111.709; Section 309.30.95)

The bill creates the Medicaid Buy-In Advisory Council consisting of the
following 12 members:

The Executive Director of Assistive Technology of Ohio or the
Executive Director's designee.
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The Director of the Axis Center for Public Awareness of People with
Disabilities or the Director's designee.

The Executive Director of the Cerebral Palsy Association of Ohio or
the Executive Director's designee.

The Chief Executive Officer of the Ohio Advocates for Mental
Health or the Chief Executive Officer's designee.

The State Director of the Ohio Chapter of AARP or the State
Director's designee.

The Director of the Ohio Developmental Disabilities Council or the
Director's designee.

The Executive Director of the Governor's Council on People with
Disabilities or the Executive Director's designee.

The Administrator of the Legal Rights Service or the Administrator's
designee.

The Chairperson of the Ohio Olmstead Task Force or the
Chairperson’s designee.

The Executive Director of the Ohio Statewide Independent Living
Council or the Executive Director's designee.

The President of the Ohio Chapter of the National Multiple Sclerosis
Society or the President's designee.

The Executive Director of the ARC of Ohio or the Executive
Director's designee.

The Executive Director of the Commission on Minority Health or
the Executive Director's designee.

Members of the Council are to serve without compensation or
reimbursement, except as serving on the Council is considered part of their usua
job duties. A member isto be elected by the members to serve as chairperson. A
chairperson is to serve a two-year term and may be re-elected to successive terms
as chairperson.

ODJFS is required to provide the Council with accommodations for the
Council to hold its meetings. ODJFS must also provide the Council with other
administrative assistance the Council needs to perform its duties.
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The ODJFS Director must call the Council to meet for the first time not
later than 60 days after the bill's effective date. The Director or the Director's
designee is required to meet at least quarterly with the Council to discuss the
Medicaid Buy-in for Workers with Disabilities Program. The Council is permitted
to provide the Director or Director's designee with suggestions for improving the
program. The Director or designee must provide the Council with the following
information:

The number of individuals who participated in the program the
previous calendar quarter.

The cost of the program the previous calendar quarter.

The amount of revenue generated the previous calendar quarter by
the premiums paid under the program.

The average amount of earned income of participants families.

The average amount of time participants have participated in the
program.

The types of other health insurance participants have been able to
obtain.

The Director or Director's designee is also required to consult with the
Council before adopting, amending, or rescinding any rules governing the
program.

Report
(R.C. 5111.7010)

The bill requires that the ODJFS Director issue a report on the Medicaid
Buy-In for Workers with Disabilities Program not less than once each year. The
report is to be submitted to the Governor, Speaker and Minority Leader of the
House of Representatives, President and Minority Leader of the Senate, and
chairpersons of the House and Senate committees to which the biennial operating
budget bill is referred. The report is to include the same information that the bill

requires the Director or Director's designee to provide the Medicaid Buy-In
Advisory Council.
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M edicaid estate recovery

(R.C. 5111.11, 2113.041, 2117.061, 2117.25, 5111.112, 5111.113, 5302.221, and
5309.082)

Background

Federal Medicaid law requires states to implement an estate recovery
program under which a state, with certain exceptions, must seek adjustment or
recovery from the estates of certain deceased Medicaid recipients!** The
recoveries and adjustments are for the costs of services the Medicaid program
correctly paid or will pay on an individual's behalf.

Recovery or adjustment regarding long-term care insurance policy

A state must seek adjustment or recovery from the estate of three groups of
Medicaid recipients. The first group consists of Medicaid recipients age 55 or
older. Permanently institutionalized individuals of any age comprise the second
group.**

The third group consists of individuals who receive, or are entitled to
receive, benefits under a long-term care insurance policy in connection with which
assets or resources are disregarded in determining Medicaid eligibility. Recovery
or adjustment regarding the third group is limited to the costs of nursing facility
and other long-term care services the Medicaid program correctly paid or will pay
on an individual's behalf.

ODJFS is required to ingtitute an estate recovery program against the first
two groups of Medicaid recipients. Current law does not require ODJFS to seek
adjustment or recovery against the third group.

The bill amends state law governing the Medicaid Estate Recovery
Program to add the third group to the Medicaid recipients subject to estate
recovery. In accordance with federal law, estate recovery is limited to the costs of

144 42 U.S.C. 139%6p(b).

145 A state must also seek adjustment or recovery on the sale of property of apermanently
institutionalized individual (or such an individual's spouse) that is subject to a lien
imposed on account of Medicaid paid or to be paid on the individual's behalf.
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nursing facility and other long-term care servi ces the Medicaid program correctly
paid or will pay on such an individual's behal .14

M edicaid estate recovery reporting form

Current law requires a person responsible for a decedent's estate'*’ to
determine whether the decedent was, at any time during the decedent's life, a
Medicaid recipient if the decedent, at the time of death, was age 55 or older or a
permanently institutionalized individual. If the decedent was a Medicaid recipient,
the person responsible for the decedent's estate must submit a properly completed
Medicaid estate recovery reporting form to the administrator of the Medicaid
Estate Recovery Program. The bill requires instead that the person responsible for
a decedent's estate submit the form if the decedent was subject to the Estate
Recovery Program or the spouse of a decedent who was subject to the Estate
Recovery Program.

Under current law, the Medicaid estate recovery reporting form must
require, at a minimum, that the person responsible for the estate list all of the
decedent's real and personal property and other assets that are part of the
decedent's estate.l*® The bill provides that this applies in the case of a decedent

146 Federal law permits a state to implement a qualified state long-term care insurance
partnership program under which an individual may have a certain amount of assets or
resources exempt from adjustment or recovery. The amount to be exempt is to equal the
insurance benefit payments that are made to or on behalf of the individual under a long-
term care insurance policy meeting federal requirements. (42 U.S.C. 1396p(b)(1)(C).)
Am. Sub. H.B. 66 of the 126th General Assembly requires the ODJFS Director to
establish a qualified state long-term care insurance partnership program as permitted by
federal Medicaid law. H.B. 66 also provides that adjustment or recovery required under
the Medicaid Estate Recovery Program is to be reduced in accordance with ODJFS rules
for participants of the qualified state long-term care insurance partnership program.

147 The person responsible for a decedent's estate is the executor, administrator,
commissioner, or person who applied to the probate court to have the decedent's estate
released from administration. According to an official with the Attorney Genera's office,
the commissioner is the individual who signs off as fiduciary when application is made to
release an estate from administration.

148 »Egtate” includes (1) al real and personal property to be administered under the state's
probate law, (2) property that would be administered under that law if not for probate law
authorizing limited releases from administration, and (3) any other rea and personal
property and other assets in which an individua had any legal title or interest at the time
of death (to the extent of the interest), including assets conveyed to a survivor, heir, or
assign of the individua through joint tenancy, tenancy in common, survivorship, life
estate, living trust, or other arrangement. (R.C. 5111.11(A)(1).)
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who was subject to the Medicaid Estate Recovery Program. In the case of a
decedent who was the spouse of a decedent subject to estate recovery, the form
must require, at a minimum, that the person responsible for the estate list all of the
decedent's real and personal property and other assets that are part of the
decedent's estate and were also part of the estate of the decedent who was subject
to estate recovery.

Reporting forms for transfers of death deeds and survivorship tenancies

The bill requires the administrator of the Medicaid Estate Recovery
Program to prescribe a form regarding transfer of death deeds and a form
regarding survivorship tenancies.

The beneficiary of a transfer on death deed or the beneficiary's
representative is to provide certain information on the form regarding transfer on
death deeds if the beneficiary survives the deceased owner of the real property or
IS in existence on the date of death of the deceased owner. The information is
whether (1) the deceased owner was either a decedent subject to the Medicaid
Estate Recovery Program or the spouse of such a decedent and (2) the real
property was part of the estate of a decedent subject to estate recovery.

Regarding the form for survivorship tenancies, the surviving tenant or his
or her representative is to indicate whether (1) the deceased survivorship tenant
was either a decedent subject to the Medicaid Estate Recovery Program or the
spouse of such a decedent and (2) the registered land under a survivorship tenancy
was part of the estate of a decedent subject to estate recovery.

A county recorder is required to obtain a properly completed form
regarding transfer on death deeds and send a copy to the administrator of the
Medicaid Estate Recovery Program before recording atransfer. A county recorder
must obtain a properly completed form regarding survivorship tenancies and send
acopy to the administrator before registering atitle in the surviving tenants.

Mental health partial hospitalization services

(R.C. 5111.023)

Current law requires the state Medicaid plan to provide for community
mental health facilities to include partial -hospitalization mental health services of
three to fourteen hours per service day to mentally ill patients. The bill removes
the provision specifying the number of hours mental health services can be
provided.
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Mental health drugs

(R.C. 5111.085 and 5111.172(C))

For purposes of the Medicaid program, the bill provides that a mental
health drug may be subjected to a prior authorization requirement, preferred drug
list, or generic substitution requirement only if the drug is a brand name drug with
ageneric equivalent. The same limitation applies to the coverage of mental health
drugs provided through a Medicaid-participating health insuring corporation.
Under the bill, adrug is a mental health drug if one of the following is the case:

(1) Thedrug is classified as an antianxiety, antidepressant, anticonvulsant,
or antipsychotic central nervous system drug in the most recent edition of one of
the following publications: (a) The American Psychiatric Press Textbook of
Psychopharmacology, (b) Current Clinical Strategies for Psychiatry, (¢) Drug
Facts and Comparisons, or (d) a publication with a comparable focus and content
as determined by the ODJFS Director.

(2) The drug is classified in one of the publications specified above as a
central nervous system drug in a category or classification that is created after the
bill's effective date.

(3) The drug is classified in one of the publications specified above as a
cross-indicated drug for any of the central nervous system drugs described in (1)
or (2) above because the drug's use in that capacity is generally held to be
reasonable, appropriate, and within the community standards of care even though
the use is not included in the U.S. Food and Drug Administration's approved
labeling for the drug.

(4) The drug is recommended for the treatment of a mental illness or
mental disorder, as those terms are defined in the most recent edition of the
American Psychiatric Association's Diagnostic and Satistical Manual of Mental
Disorders.

M edicaid occupational therapy services

(R.C. 5111.029)

The bill requires the Medicaid program to cover occupational therapy
services provided by a licensed occupational therapist.’*® Coverage may not be

149 »Occupational therapy” means the therapeutic use of everyday life activities or
occupations with individuals or groups for the purpose of participation in roles and
situations in the home, school, workplace, community, and other settings. The practice of
occupational therapy includes activities such as interventions and procedures to promote
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limited to services provided in a hospital or nursing facility. The bill permits any
licensed occupational therapist!° to enter into a Medicaid provider agreement with
ODJFS to provide occupational therapy services under the Medicaid program.

Medicaid cost-sharing program

(R.C. 5111.0112)

Current law requires the ODJFS Director to establish a co-payment
program under which a Medicaid recipient is charged a co-payment for certain
services. Co-payments may be charged only for dental services, vision services,
nonemergency emergency department services, and prescription drugs other than
generic drugs, to the extent permitted by federal law.

The bill requires the ODJFS Director to institute a cost-sharing program
(instead of a co-payment program) for at least the services listed above and
requires the program to establish requirements regarding premiums, enrollment
fees, deductions, and similar charges in compliance with federal law. ODJFS is
authorized by the bill to work with other state agencies administering components
of the Medicaid program to apply aspects of the cost-sharing program to the
components administered by those agencies.

Public Assistance Reporting | nformation System

(R.C. 5101.27 and 5101.272)

The bill requires the Director of Job and Family Service to submit a report
no later than August 31, 2007, to the General Assembly on the costs and potential
three-year cost savings associated with participation in the Public Assistance
Reporting Information System (PARIS). If cost savings are indicated, the Director
IS to enter into any necessary agreements with the United States Department of
Health and Human Services and neighboring states to join and participate as an
active member in PARIS no later than October 1, 2007.

or enhance safety and performance in activities of daily living; consultative services, case
management, and education of patients, to promote self- management, home management,
and community and work reintegration; designing and instructing in the use of selected
orthotic or prosthetic devices and other equipment which assists the individual to adapt to
the individual's potential or actual impairment; and administration of topical drugs that
have been prescribed by a licensed hedth professional authorized to prescribe drugs.
(R.C. 4755.04, not in the bill.)

150 Occupational therapists are licensed under R.C. 4755.08.
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PARIS is a federally managed and voluntary federal-state partnership
program providing information to participating states to assist in detecting
improper public assistance payments. The system uses participant data, such as
Social Security numbers, birth dates, or other distinguishing data, to determine
duplicate interstate public assistance payments’®  Current law provides
exceptions to a general prohibition on the soliciting, disclosure, receiving, using,
or knowingly permitting, or participating in the use of any information regarding a
public assistance recipient for any purpose not directly connected with the
administration of a public assistance program. The bill adds PARIS to the
exceptions to permit the Department to disclose information relating to public
assistance participants to the extent necessary to participate in PARIS.

Primary Alternative Care Treatment program

(Section 309.32.60)

The Department of Job and Family Services established the Primary
Alternative Care and Treatment (PACT) program in 1983 to assist in determining
Medicaid recipients who have a history of utilizing Medicaid services that are not
medically necessary. |If a pattern of inappropriate utilization of services is
determined through a review of the recipient's claims for services, the recipient is
placed with PACT and assigned to a single primary care physician and pharmacy.
PACT participants are enrolled for a minimum of 18 months. The recipient may
receive services only from a single provider for the duration of PACT
participation. A recipient may be released from the program if a review of
services deems the services as medically necessary; the participant enrolls in a
M edicaid managed care plan; or is admitted to along-term care facility. >

The bill requires the Director of Job and Family Services to submit a report
to the General Assembly no later than January 1, 2008. The report is to compare
the average monthly medical costs of current participants in the program with the
average monthly costs of those individuals prior to program participation. The bill
further requires the Director, no later than January 1, 2009, to submit a report on
the total cost savings achieved through the program.

151 PARIS provides information and matches for participants of TANF, Medicaid, food
stamps, Supplemental Security Income (SSI), and other federal or state public assistance
programs.

152 Ohio Administrative Code 5101:3-20-01, 5101:3-20-02, and 5101:3-20-03.
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Pharmaceutical drug report

(Section 309.30.70)

ODJFS is authorized to establish the Supplemental Drug Rebate Program
under which drug manufacturers may be required to provide ODJFS a
supplemental rebate as a condition of having the drug manufacturer's drug
products covered by the Medicaid program without prior approval >3

The bill requires the Director of ODJFS, no later than one year after the
effective date of this provision, to submit a report to the General Assembly on the
effect of Medicare Part D and the care management system on the Supplemental
Drug Rebate Program. The report is to evaluate the changing cost of
pharmaceuticals for which supplemental rebates are made under the program as a
result of the high volume of drug purchases being transferred to Medicare Part D.
The report is to include a review of the use of generic drugs by Medicaid
recipients and cost savings to be achieved by increasing the use of generic drugs.

Fraud, Waste, and Abuse Prevention and Detection

(R.C.5111.101)

Current law requires a person or government entity that receives or makes
payments under the Medicaid Program that, during a calendar year, total $5
million to provide to employees, contractors, and agents detailed, written
information about the role of the following in preventing and detecting fraud,
waste, and abuse in federal health care programs. (1) federal false claims law, (2)
federal administrative remedies for false claims and statements, (3) Ohio and other
state law regarding civil and criminal penalties for false claims and statements,
and (4) whistleblower protections. The information must include detailed
information about the person or government entity's policies and procedures for
preventing and detecting fraud, waste, and abuse. The person or government
entity is aso required to include thisinformation in its employee handbook.

The bill requires an "entity," rather than a "person or government entity," to
comply with its requirements'™* if the entity receives or makes in a federal fiscal

158 R.C. 5111.081.

154 “Entity" is defined as "a governmental entity or an organization, unit, corporation,
partnership, or other business arrangement, including any Medicaid managed care
organization, irrespective of the form of business structure or arrangement by which it
exists, whether for profit or not-for-profit." "Entity" does not include "a government
entity that administers one or more components of the Medicaid Program, unless the
government entity receives Medicaid payments for providing items or services."
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year payments under the Medicaid program, either through the state Medicaid plan
or a federa Medicaid waiver, totaling at least $5 million. Not later than the first
day of the succeeding calendar year, the entity must establish written policies,
rather than written information, for its employees® contractors, and agents'®®
about the role of the federal and state laws and programs listed above in
preventing and detecting fraud, waste, and abuse in federal health care programs.

The policies must include detailed provisions regarding the entity's policies
and procedures for preventing and detecting fraud, waste, and abuse. The entity
must disseminate the written policies to its employees, contractors, and agents in
paper or electronic form and make the policies readily available, as well as include
them in its employee handbook if it has one.

The bill adds a requirement that an entity providing items or services at
multiple locations or under multiple contractual a other payment arrangements
comply with the bill's requirements if it receives Medicaid payments totaling at
least $5 million in a federal fiscal year. It specifies that this requirement applies
regardless of whether the entity submits claims for Medicaid payments using
multiple provider identification or tax identification numbers.

Private causes of action to enforce state Medicaid laws

(R.C. 5111.102)

The bill prohibits any provision of state public welfare law (Title 51 of the
Revised Code), or any other state law, that incorporates a provision of federal
Medicaid law*” or may be construed as requiring the state, a state agency, or any
state official or employee to comply with that federal provision, from being
construed as creating a cause of action™® to enforce the state law that differs from
the causes of action available under federal law.

155 The hill adds a definition of "employee” which "includes any officer or employee
(including management employees) of an entity."

1% The bill specifies that "contractor" and "agent" “include any agent, contractor,
subcontractor, or other person who, on behalf of an entity, furnishes or authorizes the
furnishing of health care items or services under the Medicaid Program, performs billing
or coding functions, or is involved in monitoring of health care that an entity provides.”

157 Title X1X of the Socia Security Act, 42 U.S.C. 1396 et seq.

158 »Cause of action” is not defined in the bill, but is defined in a legal dictionary as "the
right which a party has to ingtitute a judicial proceeding.” (BLACK'S LAW DICTIONARY
221 (6th ed. 1990).
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Medicaid Care Management Working Group

(R.C. 5111.161, repealed)

The main operating budget bill of the 126th General Assembly (Am. Sub.
H.B. 66) created the Medicaid Care Management Working Group. The group was
to develop guidelines for ODJFS to consider when entering into contracts with
managed care organizations for purposes of the Medicaid care management
system. The act required the Working Group to prepare an aanual report on its
activities. The report was to include any findings and recommendations the
Working Group considered relevant to its duties.

The bill repeals the law authorizing creation of the Working Group.

Performance-based financial incentivesin managed care contracts

(R.C.5111.17)

The main operating budget bill also required ODJFS to develop and
implement a financial incentive program to improve and reward positive health
outcomes through the Medicaid contracts entered into with managed care
organizations. ODJFS could take into consideration the recommendations made
by the Medicaid Care Management Working Group.

The bill eliminates ODJFS's specific authority to include performance-
based financial incentivesin managed care contracts.

Actuarially sound M edicaid managed care capitation rates

(R.C.5111.17)

The bill requires ODJFS to develop, certify, and implement actuarially
sound capitation rates™ for purposes of making payments under Medicaid
managed care contracts with health insuring corporations (HICs). In taking these

159 As defined in federal regulations, "actuarially sound capitation rates" are rates that (1)
have been developed in accordance with generally accepted actuarial principles and
practices, (2) are appropriate for the populations to be covered, and the services to be
furnished under the contract, and (3) have been certified by actuaries who meet the
gualification standards established by the American Academy of Actuaries and follow the
practice standards established by the Actuarial Standards Board (42 Code of Federa
Regulations 438.6(c)).
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actions, ODJFS is required by the bill to comply with all applicable requirements
of federal statutes and regul ations.*®°

Before ODJFS is permitted to submit proposed capitation rates for approval
by the U.S. Centers for Medicare and Medicaid Services (CMYS), the bill requires
ODJFS to prepare a separate document that specifies the manner in which the rates
conform to generally accepted actuarial principals and practices. When the
proposed rates are submitted for approval, ODJFS must include the document as
part of its submission of information to CMS. The bill requires that the document
include information on the following: (1) how the proposed rates are appropriate
with respect to the individuals or groups who will be enrolled in the HICs, (2) how
the rates are appropriate for the services that will be covered by the HICs, (3) how
the rates are adequate to meet the HICs administrative requirements, and (4) any
other matter ODJFS considers relevant to the development of actuarially sound
capitation rates.

In preparing the document, ODJFS is authorized to consult with the
Superintendent of Insurance. The bill specifies that ODJFS may ask the
Superintendent to assess whether the proposed rates would do any of the
following:

(1) Adversely affect a HIC in a manner that results in the need to prepare
and submit arisk based capital plan;*®*

(2) Cause the Superintendent, in the case of a HIC with a parent company,
to take actions requiring the use of the parent company's guaranty, which current
law establishes as a condition of the HIC's receipt of a certificate of authority to do

160 42 C.F.R. 438.6 and 42 United States Code 1396b(m).

161 Under current law, each HIC must submit to the Superintendent of Insurance an
annual report on its risk based capital (RBC) levels for the preceding calendar year. The
RBC levels are calculated according to a formula that takes into account asset risk, credit
risk, underwriting risk, and other businessrisks. If an HIC's total capital level falls below
a certain level of risk based capital, the HIC is required to submit to the Superintendent
an RBC plan specifying proposed corrective actions. If the RBC plan is satisfactory, the
Superintendent must require the HIC to implement the plan. If the RBC plan or arevised
plan is unsatisfactory, the Superintendent is authorized to take regulatory actions. (R.C.
1753.31 to 1753.43; Ohio Department of Insurance News Release: Legislation
Supported to Protect Consumers and Providers, Safeguard HMO Financial Solvency,
September 14, 2000.)
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business in Ohio and as a duty of the parent company to provide funds as
necessary to maintain the HIC's minimum net worth; %2

(3) Negatively impact, in general, aHIC'sfinancial solvency.

Medicaid managed care payment rate for non-contracting providers of
emergency Sservices

(R.C.5111.163)

In accordance with a Medicaid provision of the federal Deficit Reduction
Act of 2005, current law provides that when an Ohio Medicaid recipient is
enrolled in a managed care organization and receives emergency services from a
health care provider that is not under contract with the organization, the provider
must accept from the organization, as payment in full, not more than the amounts
(less any payments for costs of medical education) that the provider could collect
if the Medicaid recipient were not enrolled in a managed care organization. In
effect, the provider is required to accept the Medicaid fee-for-service payment
rate. "Emergency services," as defined in federal law, "are covered inpatient and
outpatient services that are furnished by a qualified provider and are needed to
evaluate or stabilize an emergency medical condition."

The existing requirement that the Medicaid fee-for-service payment rate be
accepted applies only to Medicaid-participating providers. The bill extends the
requirement to any person, institution, or entity that furnishes emergency services
to a Medicaid recipient enrolled in a managed care organization, regardless of
whether the health care provider has a Medicaid provider agreement.

Managed care pharmacy management utilization programs

(R.C. 5111.172(B))

With respect to a Medicaid-participating health insuring corporation (HIC),
the bill requires that ODJFS permit the HIC to develop and implement a pharmacy
management utilization program. Through the program, the HIC may require that
a Medicaid recipient receive prior authorization as a condition of obtaining a

162 Current law requires each HIC to maintain total admitted assets and a net worth in
specified amounts based on the types of services the HIC is authorized to provide. For
example, an HIC that is authorized to provide basic health services must maintain tota
admitted assets equal to at least 110% of the HIC's liabilities, without at any time having
anet worth that is less than $1.2 million. (R.C. 1751.28.)
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controlled substance by prescription.’®®* The bill specifies that the program may
include processes for requiring Medicaid recipients at high risk for fraud or abuse
involving controlled substances to have their prescriptions for those drugs filled by
a pharmacy, medical provider, or health care facility designated by the program.

Dispensing for increases for generic druqg prescriptions

Background--outpatient drug coverage under Medicaid

Outpatient drug coverage is an optional benefit that all state Medicaid
programs have elected to include in their Medicaid benefit packages. State
Medicaid programs do not directly purchase drugs; rather, they reimburse retail
pharmacies that have entered into Medicaid provider agreements with the state's
Medicaid agency for covered outpatient prescription drugs dispensed to Medicaid
reci pients. 14

Background--federal upper limits (FULS)

Overview. For some generic drugs, referred to as "multiple source drugs,”
that are dispensed to Medicaid recipients on an outpatient basis, state Medicaid
programs may receive federal matching funds for reimbursements only up to a
maximum amount known as a "federal upper limit" or "FUL."**®* According to the
Centers for Medicare & Medicaid Services (CMS), FULs are intended to assure
that the federal government acts as a prudent buyer of drugs.*®®

Until January 1, 2007, federal law required that FULs be established for
multiple source drugs for which there were three or more therapeutically

163 Not all prescription drugs are controlled substances. Controlled substances are drugs
that have been designated by state and federal law as having a high potential for abuse or
addiction. The drugs are identified on lists, or schedules, numbered in descending order
of their potential for abuse or addiction: Schedules |, II, I11, IV, and V. (R.C. Chapter
3719. and U.S. Department of Justice Drug Enforcement Administration, "Controlled
Substances  Security  Manual,”  http://www.deadiversion.usdoj.gov/pubs/manual s/
sec/security.pdf.)

164 U.S. Government Accountability Office. Letter to the Honorable Joe Barton,

Chairman, Committee on Energy and Commerce, U.S. House of Representatives (GAO-
07-239R "Medicaid Federal Upper Limits') (last visited May 29, 2007), available at
<http://www.gao.gov/new.items/d07239r.pdf>, at p. 5.

165 Id

166 Centers for Medicare & Medicaid Services. Overview of Federal Upper Limits (last
visited April 17, 2007), available at <http://www.cms.hhs.gov/Federal UpperLimits/>.
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equivalent products!®’ Beginning January 1, 2007, the Deficit Reduction Act of
2005 requires that FULs be established for multiple source drugs for which there
are at | east two therapeutically equivalent products.*®®

CMS determines the FUL for a multiple source outpatient drug by grouping
a drug's therapeutically equivalent versions together and setting a FUL for each
group. Each of a drug's therapeutically equivalent versions has severa published
prices associated with it, including the average wholesale price (AWP)%°
wholesale acquisition cost (WAC),*"° and direct price (DP).1"* All of these prices
are published in each of three national drug pricing compendia-First DataBank,
Medi-Span, and Red Book--which use different methods for determining these
published prices. The lowest published price for a FUL group (that is, a drug)
may be any one of these three prices, and this can vary depending on the FUL

group.

FULs prior to January 1, 2007. Prior to January 1, 2007, CMS set a FUL
by identifying a drug's therapeutic equivalent with the lowest price--either AWP,
WAC, or DP--in any of the three nationd drug pricing compendia and multiplied
that price by 150%.'"

FULs on _and after January 1, 2007. Section 6001 of the Deficit
Reduction Act of 2005 requires that, effective January 1, 2007, FULs be set at
250% of the average manufacturer price (AMP) for the least costly therapeutic
equivalent of each drug. AMP represents the average of prices pad to
manufacturers by wholesalers for a drug distributed to the retail pharmacy class of

167 42 U.S.C. 1396r-8(€)(4) (2000).

168 42 U.S.C. 1396r-8(€)(4), as amended by Section 6001(a)(1) of the Deficit Reduction
Act of 2005.

169 "Average wholesale price® (AWP) is the average of the list prices that the
manufacturer suggests wholesalers charge pharmacies. U.S. Government Accountability
Office, supra note above at p. 6.

170 mWholesale acquisition cost" (WAC) is the manufacturer's list price for wholesalers or
other direct purchasers before any rebates, discounts, alowances, or other price
concessions. 1d.

171 "Direct price" (DP), as published by First DataBank, represents the manufacturer's
published catalog or list price for a drug product to nonwholesalers. DP does not
represent actual transaction prices and does not include prompt pay or other discounts,
rebates, or reductions. Id.

172 Id
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trade, including retail pharmacies, and is typically less than any of a drug's
published prices in the three pricing compendia.!”® In a December 2006 letter to
the Chairman of the U.S. House of Representatives Committee on Energy and
Commerce, the U.S. Government Accountability Office (GAO) wrote that
"[t]hough representing a potential cost saving measure for Medicaid, the change in
FUL calculation methodology--using AMP instead of the lowest published price--
has raised concerns among retail pharmacies serving Medicaid beneficiaries." "
The GAO letter stated that drug manufacturers are required to report AMP data on
their drugs to CMS. Because these data are not publicly available, retail
pharmacies cannot determine what the relationship will be between AMP-based
FULs and the prices the pharmacies pay to acquire these drugs (the pharmacy's
"drug acquisition cost"). The GAO letter concludes that there will be an
opportunity to determine the extent to which the AMP-based FUL s facilitate both
cost-effective Medicaid drug expenditures and adequate reimbursement to retail
pharmacies only after AMP-based FUL s are implemented in 2007.

Comparison: Calculation of FUL s Before and On and After Jan. 1, 2007

FUL calculation before Jan. 1, 2007 FUL calculation effective Jan. 1, 2007

[lowest of average wholesale price (AWP), | [average manufacturer price (AMP)* X
wholesale acquisition cost (WAC), or 250%]

direct price (DP)*" in any of the three drug
compendia x 150%]

*As stated above, the U.S. Government Accountability Office (GAQ) reports that AMP is typically less than any of a
drug's published prices (AWP, WAC, or DP) in the three pricing compendia.

In addition, Section 6001(c) of the Deficit Reduction Act removes
customary prompt pay discounts extended to wholesalers from the AMP
calculation and requires manufacturers to report discounts to the U.S. Secretary of
Health and Human Services. The Secretary isrequired, not later than July 1, 2007,
to promulgate a regulation that clarifies the requirements for, and manner in
which, AMP is determined, taking into consideration any recommendations the

1314, at p. 2.

174 Id

175 see footnotes above for definitions of AWP, WAC, and DP.
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Inspector General must make in areport that was due not later than June 1, 2006.
Asof May 31, 2007, the Secretary had not promulgated a final regulation.’®

Fiscal impact analyses

(Sections 309.31.13(B) and 309.31.16(B))

The bill requires the ODJFS Director to analyze the fiscal impact that the
federal upper limits (FULS) established under federal law,’” as amended by the
Deficit Reduction Act of 2005 (DRA),'"® will have on pharmacists in fiscal years
2008 and 2009. The bill requires the fiscal impact anaysis for 2008 to be
completed not later than 30 days after the effective date of the regulation the
Secretary of Health and Human Services must promulgate, as discussed above,
under Section 6001(c)(3) of the DRA. The fiscal impact analysis for 2009 must be
completed not later than March 15, 2008. Each fiscal impact analysis must
include a projection of the revenue a pharmacist is expected to lose during fiscal
year 2008 or 2009 from each unit of multiple source drug'’® dispensed to a
Medicaid recipient.

M edicaid dispensing fees

(R.C. 5111.07 and 5111.071 (not in the bill); Sections 309.31.13(C) and
(D) and 309.31.16(C) and (D))

Current law requires the ODJFS Director to establish, every two years in
December effective for the following January, a dispensing fee to be paid to
pharmacists for each prescription dispensed. In establishing the dispensing fee the
Director must take into consideration the results of a survey of retail pharmacy
operations in Ohio that the Department of Job and Family Services must initiate
every two years in July. The survey must conform with federal regulations and
include operational data and direct prescription expenses, professional services

176 cMS published a proposed regulation (CMS-2238-P) in the Federal Register on
December 22, 2006 (available at http://a257.g.akamaitech.net/7/257/2422/01
[an20061800/edocket.access.gpo.gov/2006/pdf/06-9792.pdf>). The comment period on
this proposed regulation ended February 20, 2007.

177 42 U.S.C. 1396r-8(6)(4).
178 pup. L. 109-171.
179 Again, a "multiple source drug" is, in summary, a drug with available generic

equivalents. The bill defines the term consistent with the definition of this term in the
DRA (codified at 42 U.S.C. 1396r-8(k)(7)).
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and personnel costs, usual and customary overhead expenses, and profit data of the
retail pharmacies surveyed.

The bill requires the Director, notwithstanding current law governing the
establishment of the dispensing fee and subject to the prohibition described below,
to increase the dispensing fee to be paid to pharmacists with a valid Medicaid
provider agreement for dispensing a multiple source drug to a Medicaid recipient
in fiscal year 2008 or 2009. For each fiscal year, the bill requires that the increase
be made not later than ten days after the Director completes the fiscal impact
anal yses described above. The amount of the increase for each fiscal year must be
determined in a manner that compensates pharmacists for the loss of revenue the
Director projects pharmacists will, on average, incur during fiscal year 2008 or
2009. However, the bill prohibits the total amount the Director expends to pay the
increase in the dispensing fee for a fiscal year to exceed the total the Medicaid
program is projected to save for that year as a result of the changes to the FULs
made by the DRA.

Medical Care Advisory Council

(R.C. 5111.69)

Federal regulations require that each state participating in the Medicaid
program establish a committee to advise the state's Medicaid agency about health
and medical services.*® Currently, ODJFS establishes this committee through a
nonstatutory mechanism. The bill creates the committee, known as the Medical
Care Advisory Council, in statute, consisting of the following 11 members:

(1) Three individuals representing health professions, including one or
more individua s representing board-certified physicians, who are familiar with the
medical needs of low-income population groups and with the resources available
and required for their care, one appointed by the President of the Senate, one
appointed by the Speaker of the House of Representatives, and one appointed by
the Governor;

(2) Two individuals representing consumers groups, including Medicaid
recipients and consumer organizations such as labor unions, one appointed by the
President of the Senate and one appointed by the Speaker of the House of
Representatives;

(3) Three individuals representing health insuring corporations that have
entered into contracts with the ODJFS under the Medicaid program, one appointed

180 42 C.F.R. 431.12.

IB Legislative Service Commission -286- Am. Sub. H.B. 119



by the President of the Senate, one appointed by the Speaker of the House of
Representatives, and one appointed by the Governor;

(4) Two individuals representing the business community, one appointed
by the President of the Senate and one appointed by the Speaker of the House of
Representatives;

(5) One individual representing county departments of job and family
services, appointed by the Governor.

The members of the Council serve at the pleasure of their appointing
authorities. Vacancies are to be filled in the manner provided for origina
appointments. At its first meeting, the Council is required to organize by electing
a chairperson from among its members and adopting bylaws for its operation. The
bylaws must include provisions specifying the length of the term a member may
serve as chairperson.

The Council is to advise ODJFS about health and medical care services for
purposes of the Medicaid program. ODJFS is required by the bill to grant the
Council the opportunity to participate in Medicaid policy development and
program administration.

Assisted Living Program

Background

Am. Sub. H.B. 66 of the 126th General Assembly authorized the Director
of Job and Family Services to apply for a federal waiver to provide assisted living
services under Medicaid to up to 1,800 individuals.*®" At the time of application
for the Assisted Living Program, the individual must need an intermediate level of
care as determined under ODJFS rules and either be a nursing home resident who
is seeking to move to a residential care facility*®? but will remain in a nursing

181 »Assisted living services" is defined as home and community-based services providing
personal care, homemaking, chores, attendant care, companion, medication oversight,
and therapeutic social and recreationa programming (R.C. 5111.89).

182 "Residential care facility" (formerly "rest home") is defined as a home that provides
either of the following:

(1) Accommodations for seventeen or more unrelated individuals and
supervison and persona care services for three or more of those
individuals who are dependent on the services of others by reason of age,
physical, or mental impairment.
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home if not for the Assisted Living Program or a participant in certain Medicaid
waiver components who would move to a nursing facility if not for the Assisted
Living Medicaid program.'®® The Medicaid waiver components are PASSPORT,
the CHOICES program administered by the Department of Aging, or another
Medicaid component administered by ODJFS.

Eligibility expansion

(R.C. 5111.891)

The bill makes a resident of aresidential care facility who has resided in a
residential care facility for at least six months immediately before the date the
individual appliesfor the Program eligible to participate in the Program.

Notification of eligible individuals

(R.C. 5111.894)

The bill provides that when an area agency on aging determines that an
individual residing in the area served by the agency is eligible for Medicaid and
has been admitted to a nursing facility, the agency must notify the Long-Term
Care Consultation Program administrator about the determination.  The
administrator must then determine whether the Assisted Living Program is
appropriate for the individual and whether the individual would rather participate
in the Assisted Living Program than continue to reside in the nursing facility. If
the administrator determines the individual prefers the Assisted Living Program,
the administrator must provide the individual or the individual's representative
information on how to apply to the Assisted Living Program and whether thereis a
waiting list for the program.

Notice of Section 1115 waiver request

(R.C. 5111.94)

Federal law permits the United States Secretary of Heath and Human
Services to authorize a state to conduct an experimental, pilot, or demonstration

(2) Accommodations for three or more unrelated individuals, supervision
and personal care services for at least three of those individuals who are
dependent on the services of others by reason of age, physical, or mental
impairment, and, to at least one individual, skilled nursing services as
specified in the Revised Code. (R.C. 3721.01(A)(7) and 3721.011.)

183 R.C. 5111.891.
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project that in the Secretary's judgment is likely to assist in promoting the
objectives of certain programs authorized by the Social Security Act, including the
Medicaid program. To authorize a project, the Secretary issues a waiver of federal
law that would otherwise be violated in implementation of the project. These
waivers are often referred to as "Section 1115" waivers because the projects are
authorized by Section 1115 of the Social Security Act.

The bill prohibits the ODJFS Director from submitting a request to the
United States Secretary of Health and Human Services for a Section 1115
Medicaid waiver unless the Director provides the Speaker of the House of
Representatives and President of the Senate written notice of the Director's intent
to submit the request at least ten days before the date the Director submits the
request to the Secretary. The rotice must include a detailed explanation of the
Medicaid waiver the Director proposes to seek.

Money follows the person

(Section 309.30.70)

The bill authorizes the Director of Budget and Management to do any of
the following in support of any home and community-based services waiver
program:

(1) Create new funds and account appropriation items to support and track
funds associated with a unified long-term care budget;

(2) Transfer funds among affected agencies and adjust corresponding
appropriation levels;

(3) Develop a reporting mechanism to show clearly how the funds are
being transferred and expended.

Before any of the actions specified above may be taken, the bill requires the
Director of Budget and Management to present the proposed action to the
Controlling Board for its review. The bill prohibits the Director from
implementing the proposed action unlessit is approved by the Controlling Board.

Disability determination process

(Section 309.32.50)

The bill requires the Rehabilitation Services Commission (RSC) and
ODJFS to work together to reduce the duplication of activities performed by each
agency and develop a systems interface so that medical information for mutual
clients may be transferred between the agencies. RSC and ODJFS are to rely on
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the recommendations of the Disability Determination Consolidation Study
Council 184

Cost outlier paymentsto children's hospitals for inpatient admissions

(Section 309.30.13)

Backaground

Ohio pays hospitals for Medicaid inpatient admissions under a prospective
payment system that includes pre-established, fixed amounts for each admission
based on diagnosis-related group (DRG) codes. ODJFS makes additional
payments to hospitals, called "cost outlier payments' and "exceptional outlier
payments,” to supplement base DRG payments for certain high- and
extraordinarily high-cost inpatient admissions. The outlier payment policy is
intended to promote access to care for patients with more costly claims.*®® The
reimbursement methodology for cost outlier and exceptional outlier casesisin an
administrative rule adopted by the ODJFS Director, Ohio Administrative Code
5101:3-2-07.9.1%

184 The Disability Determination Study Council was created in Am. Sub. H.B. 66 of the
126th General Assembly, the biennial budget bill. The Council was to study the issues
surrounding disability determinations and the feasibility of combining the responsibility
for performing such determinations into a single agency.

185 U.S. Department of Health and Human Services, Office of Inspector General. Review
of Ohio's Medicaid Hospital Outlier Payments for Sate Fiscal Years 2000 through 2003
(March 2006) (last visited June 11, 2007), available a
<http://oig.hhs.gov/oas/reports/region5/50400064. pdf>.

188 |n March 2006, the U.S. Department of Health and Human Services' Office of the
Inspector General (OIG) issued a report summarizing the results of areview it completed
of Ohio's Medicaid outlier payments for state fiscal years 2000 through 2003 (see
footnote above). In that report, the OIG concluded that the state's "fixed ratio” method of
computing inpatient cost outlier payments, in which the state used "outdated" fixed ratios
to convert allowable billed charges to outlier payments, was unreasonable. Instead, the
OIG recommended that the state incorporate the use of hospital-specific cost-to-charge
ratios in Medicaid hospital outlier reimbursement policy. 1d. ODJFS amended Ohio
Administrative Code 5101:3-2-07.9 to reflect this recommendation. The amended rule
became effective January 1, 2006.
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Current law

The cost for an inpatient case is determined by multiplying the allowed
charges for the claim by the hospital -specific cost-to-charge ratio.’®” As directed
by paragraph (A)(6) of O.A.C. 5101:3-2-07.9, ODJFS pays the full estimated cost
(100%) for a case where the cost exceeds an amount ($443,463) that is adjusted
annually for inflation.®® For cases where the cost does not meet or is equa to
$443,463 adjusted annually for inflation, ODJFS pays 85% of the estimated
cost 18°

Thebill

For fiscal years 2008 and 2009 only, the bill requires the ODJFS Director to
pay the full cost (100%) of Medicaid cost outlier claims for inpatient admissions at
children's hospitals'® that are |ess than $443,463 (adjusted annually for inflation),
rather than just 85% of the cost. The bill requires that the practice of paying the
full cost of such claims cease and revert back to 85% of the estimated cost when
the difference between the total amount the Director has paid at full cost for the
outlier claims and the total amount the Director would have paid children's
hospitals for such claims at the 85% level exceeds the sum of the state funds
earmarked for the additional cost outlier payments in each fiscal year and the
corresponding federal match.

In addition, the bill requires the ODJFS Director, for fiscal years 2008 and
2009 only, to make supplemental Medicaid payments to children's hospitals for
inpatient services under a program modeled after the program that ODJFS was
required to create under Section 206.66.79 of Am. Sub. H.B. 66 of the 126th
General Assembly for supplemental payments to children's hospitals when the
difference between the total amount the Director has paid at full cost for Medicaid
outlier claims and the total amount the Director would have paid at the 85% level
for the claims does not require the expenditure of all state and federal funds
earmarked for the additional cost outlier paymentsin the applicable fiscal year.

187 The bill defines "Medicaid inpatient cost-to-charge ratio" as the historic Medicaid
inpatient cost-to-charge ratio applicable to a hospital as described in rules adopted by the
ODJFS Director in O.A.C. 5101:3-2-22(B)(2).

188 0.A.C. 5101:3-2-07.9(D).
189 0.A.C. 5101:3-2-07.9(C)(5).

190 The hill defines "children's hospital" as a hospital that primarily serves patients 18
years of age and younger and is excluded from Medicare prospective payment in
accordance with federal regulations (42 U.S.C. 412.23(d)).
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Further, the bill prohibits the ODJFS Director from adopting, amending, or
rescinding any rules that would result in decreasing the amount paid to children's
hospitals for cost outlier claims.

Medicaid ratesfor nursing facilities

Current law establishes the formula for determining the rate nursing
facilities are to be paid under the Medicaid program for providing Medicaid
covered services to Medicaid recipients eligible for the services. The formulais
divided into several parts sometimes referred to as cost centers or price centers.
The price centers in the nursing facility reimbursement formula are direct care
costs, ancillary and support costs, tax costs, capital costs, and franchise permit
fees!® A nursing facility is paid a rate for each price center; there is a separate
formula for determining each rate. There is also a quality incentive payment
included in the formula. A nursing facility's total rate is the sum of all of the rates
and quality incentive payment.

Direct care costs include costs for nurses, direct care staff, medical
directors, respiratory therapists, quality assurance, employee benefits, and other
costs. A nursing facility's rate for direct care costs is determined in part by
calculating a cost per case mix-unit for the nursing facility's peer group.

Ancillary and support costs include costs for activities, social services,
pharmacy consultants, habilitation supervisors, incontinence supplies, food,
laundry, security, travel, dues, subscriptions, and other costs not included with
direct care costs or capital costs!%

Tax costs are costs for real estate taxes, personal property taxes, corporate
franchise taxes, and commercial activity taxes.!%

Capital costs means a nursing facility's costs of ownership, which is the
actual expense incurred for (1) depreciation and interest on capital assets costing

191 See "Nursing home and | CE/MR franchise permit fees," above.

192 Nursing facilities are placed in one of three peer groups as part of the process of
determining their rate for direct care costs. Which peer group a nursing facility is placed
in depends on the county in which it islocated. For example, the first peer group consists
of nursing facilities located in Brown, Butler, Clermont, Clinton, Hamilton, or Warren
county. (R.C.5111.20 and 5111.231.)

198 R.C. 5111.20 and 5111.24.

194 R.C. 5111.242.

IB Legislative Service Commission -292- Am. Sub. H.B. 119



$500 or more per item, (2) amortization and interest on land improvements and
leasehold improvements, (3) amortization of financing costs, and (4) lease and rent
of land, building, and equipment.*®®

The quality incentive payment is based on the number of points a nursing
facility earns for such factors as having no health deficiencies on its most recent
standard survey and a resident satisfaction above the statewide average. The mean
quality incentive payment for fiscal year 2007, weighted by Medicaid days,'
must be $3 per Medicaid day.*®’

Current law requires ODJFS to adjust the rates determined under the
formulas for direct care costs, ancillary and support costs, tax costs, and capital
costs as directed by the General Assembly through the enactment of law governing
Medicaid payments to nursing facilities!®® ODJFS must also annually adjust the
mean quality incentive payment starting in fiscal year 2008 by the same
adj ustment factors.**°

FY 2008 Medicaid Reimbursement Rate for Nursing Facilities

(Section 309.30.20)

The bill establishes adjustments to the fiscal year 2008 Medicaid rates for
nursing facilities that have a valid Medicaid provider agreement on June 30, 2007,
and a valid Medicaid provider agreement during fiscal year 2008. The cost per
case mix-unit calculated as part of direct care costs, rate for ancillary and support
costs, rate for capital costs, and rate for tax costs are to be adjusted as follows:

(1) Increase the cost and rates by 2%.

(2) Increase the amount calculated above by another 2%.

195 R.C. 5111.20 and 5111.251.

19 Medicaid days' is defined as all days during which a resident who is a Medicad
recipient eligible for nursing facility services occupies a bed in a nursing facility that is
included in the facility's Medicaid-certified capacity. Therapeutic or hospital leave days
for which payment is made are considered Medicaid days proportionate to the percentage
of the nursing facility's per resident per day rate paid for those days. (R.C. 5111.20.)

197 R.C. 5111.244.
198 R.C.5111.222.

19 R.C. 5111.244.
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(3) Increase the amount calculated above by 2.8%.

Instead of adjusting the mean quality incentive payment by the same
adjustment factors, the hill stipulates that the mean payment for fiscal year 2008 is
to be $3.06 per Medicaid day and weighted by Medicaid days.

In addition to establishing the adjus