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For | nmedi at e Rel ease: Contact: Keith Dailey

Sat urday, June 30, 2007 614 506-4949

Kei t h. Dai | ey@over
nor . ohi 0. gov

Governor Signs First Budget Bill

Col unbus, Chio — Chio Governor Ted Strickland today signed into | aw the state’s 2008-09
oper ati ng budget.

Following is the text of the governor’s budget nessage:

Article I'l, Section 16 of the Onio Constitution authorizes the Governor to veto any iten
or items in any bill making an appropriation of noney. | have boxed and initialed text
Amended Substitute House Bill 119 that | have disapproved. Al remaining text in the bi
is approved. The reasons for ny vetoes are set out bel ow.

n
I

I nt roducti on

The original budget bill passed unani nously through the House and Senate, and the fina
budget passed with only a single dissenting vote. Today | am happy to add ny signature
and nake this budget |aw

Thi s budget represents a historic consensus. But long after our agreement is forgotten
the people of Chio will be benefiting from what we agreed upon

Thi s budget makes a commitment to education from pre-schools to universities. Instead of
spiraling tuition costs, we will have a two year tuition freeze. W make a substanti al
investrment in our primary and secondary schools. And as we strengthen our schools we will
al so reduce the property tax burden on every senior and di sabl ed honeowner through an
expansi on of the Honmestead Property Tax Exenption

Thi s budget makes a conmtnment to provide health care coverage to the uninsured children
of Chi o.
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Thi s budget makes a conmitment to investing in growh and devel opnment, both by expanding
the skills and education of our people, and by identifying and supporting energing
econom ¢ opportunities.

The followi ng sections detail 38 line itemr vetoes | have issued anong five issue areas.

These are areas of honest disagreenment. But in a budget docunent containing 1865 pages,
and tens of thousands of lines of text, | would say our differences are renmarkably smal

in the face of our |arger conmon purpose.

I ndeed, the biggest area of disagreenments is not about a policy but rather questions of
governance and managenent. Such matters are a natural area for asserting executive
authority. In fact, in some cases the Constitution requires that we respond in order to
follow its provisions.

The budget reflects a set of commtnents | have nade, and the |egislature has supported,
to live within our neans and invest in what matters. | believe that a new Chio awaits us.
And that has never been clearer than it is today.

A. Health and Human Servi ces

The adm nistration believes we have both an obligation and an opportunity to invest in the
heal th of GChioans. This budget will provide health care coverage to uninsured children and
bot h expand and i nprove our preventive nedicine efforts through Healthy Chio. 1In the
process, we address sonme of Chio s nost urgent health needs. The follow ng vetoes refl ect
a conmtnment to pursuing a commonsense, conprehensive approach to the health of OChioans.
Several vetoes renove earmarks that would limt the effectiveness of avail able funds and
weaken the underlying program Ohers reflect a need to spend our funds in the nost

ef fecti ve manner possible, and to i npose oversight that is |ogical and productive.

I temr Nunber 1*+

On page 5, delete “5111.69,”

On page 9, delete “5111.69,”

On page 1117, delete the boxed text.

On page 1118, delete the boxed text.

Section 5111.69 — Medi cal Care Advisory Counci



3 of 25

The Medi cal Care Advisory Council is a federally required conponent of the Medicaid
program This provision places the commttee’ s operation in state | aw and unduly
restricts comrttee nenber appointnments. Vetoing this iter will allow the Departnent of
Job and Family Services to continue to operate the conmttee adm nistratively and will
provide flexibility with respect to comittee appointnments. This will assure broad based
representation on this inmportant advisory conmttee. Therefore this veto is in the public
i nterest.

Itemr Nunber 2

On page 1627, delete the foll owi ng boxed text, beginning with the words “The Departnent of
Heal th” and ending with “HEALTHY OH O ASSESSMENT. '’

On page 1627, delete the foll owi ng boxed text, beginning with the words “Of the foregoi ng”
and ending with the word “pneunococcal .”

On page 1627, the paragraph beginning with the words “OF the foregoing” and ending with
“retention.” was inadvertently boxed. It is not nmy intent to di sapprove this paragraph

On page 1628, delete the boxed text.

On page 1629, delete the boxed text.

On page 1631, delete the boxed text.

On page 1632, delete the boxed text.

Section 293.30 and 293.35 - Healthy GChio

Healthy Ohio is a key component of the adm nistration’s commitnent to protecting the

heal th of Chioans. Setting expectations of state agencies and providers, |linking state
dollars to results, and connecting people to interventions that work, are all key pathways
to prevention. The program will enhance the state’s efforts to efficiently use our
resources to pronmote heal thy behaviors and prevent illness, address health care

di sparities, and inprove chronic care nanagenent. |In total, the earmarks for this line
itemr are greater than the appropriation. The $200,000 earnmark for the purchase of
pneunococcal vaccinations is an anount inadequate for the stated purpose. The earmark for
the Health Chio Assessnent inpinges on the executive authority to use funds to neet the
pur poses of the program The | anguage for the Healthy Ohio Assessnment is too
prescriptive. Taken together, the earmarks and the prescriptive | anguage woul d prevent
the Departnment of Health from achieving the established goals of Healthy Chio. This veto
will restore the programis ability to neet its objectives. Therefore this vetois in the
public interest.
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I temr Nunber 3

On page 1455, delete the boxed text.

On page 1456, delete the boxed text.

On page 1458, delete the boxed text.

On page 1459, delete the boxed text.

Pages 1460 through 1464 contain inadvertent stanps. It is not nmy intent to di sapprove any
items on these pages.

Section 9.901 - School Enpl oyees Health Care Board Duties

This item creates an agency to identify and develop health care plans to encourage
efficient and effective health care services for public school enployees through the use
of industry best practices and fiscal transparency nethods. The School Enpl oyees Health
Care Board woul d be responsi ble for the devel opment and i npl enentation of the program
However, the provisions in this item conprom se the School Enpl oyees Health Care Board's
authority to carry out that task. The provisions constrain the School Enployees Health
Care Board' s ability to devel op best practice standards and approve health care plans

whi ch may provide the optinmal conbination of coverage, cost, choice and stability of
benefits. In sum this provision underm nes the School Enployees Health Care Board s
ability to fulfill its mssion and places an undue burden on the agency’s ability to carry
out the responsibilities of statutory law. In order to strengthen the School Enpl oyees
Health Care Board' s authority to devel op and inplenment the program a veto is necessary to
ensure that the board can nmeet the expectations of statutory |law and create cost savings
for school districts and, ultimately, the public. Therefore this veto is in the public

i nterest.

I temr Nunber 4

On page 1697, delete the boxed text.

On page 1698, delete the boxed text.

On page 1699, delete the boxed text.
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On page 1700, delete the boxed text.

Section 335.40.15 - Behavioral Health Pil ot

This itenm establishes a Behavioral Health Pilot program The adm nistration has nunerous
concerns with this provision. The | anguage does not fully recognize the need to coordinate
care across all payer sources, including local, state, federal and private. Further, the
vagueness of the |anguage does not appear to propose a system which is user friendly,
transparent and seamless to all Chioans. Nor does it adequately address the state
oversight responsibilities directly connected to the Substance Abuse Prevention and

Treat ment (SAPT) Bl ock Grant, which is a predom nant source of revenue for substance
abuse/ addi ction services, or the oversight responsibilities for Chio' s Medicaid program
Finally, this proposal singles out two healthcare conponents (substance abuse/addiction
and nental health) and places them on a different work schedul e rather than maintaining
integration within the broader healthcare system Rather than support a conpartnentalized
pil ot progranm approach to reform the admnistration believes we would be better served to
seek a systemw de solution. Indeed, a broad focus coupled with an incl usive approach
that brings together the Legislature, the Admi nistration, boards, providers and advocates
woul d produce the best results for reform ng our health care system and serving the needs
of Chioans. Therefore this veto is in the public interest.

Itemr Nunber 5

On page 1464, delete the boxed text.

Section 9.901- Annual Review of the best practices of the School Enployees Health Care
Board

This item requires the Superintendent of |Insurance to evaluate the performance of the
School Enpl oyee Health Care Board's best practices during the previous year and submt the
results in witing to the Governor and the CGeneral Assenbly. These requirenents, however,
are outside of the scope of the Chio Departnent of Insurance’s work and m ssion
Additionally, the Departnent |acks the resources necessary to carry out these functions
and there is not sufficient funding provided to perfornm the required reviews and audits.
Therefore this veto is in the public interest.

I temr Nunber 6

On page 1098, delete the boxed text.

On page 1108, delete the boxed text beginning with “(4)” and ending with “(C)” and
beginning with “and the linmtations” and ending with “section” and beginning with “(Q”
and ending with “coverage for”.

On page 1109, delete the boxed text.
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Section 5111.085 and 5111.172 - Limtations on Restrictions of Coverage of Mental Health
Drugs

The proposed | anguage restricts the ability of the Departnment of Job and Family Services,
and Medi cai d managed care plans, to provide an appropriate and cost-effective prescription
drug benefit for the Medicaid program This veto serves the need to provide coverage for
appropriate drugs and neet federal Medicaid requirenents. Therefore this veto is in public
i nterest.

I temr Nunber 7

On page 1627, delete the foll owi ng boxed text, beginning with the words “The guidelines,”
and ending with “locations.”

On page 1629, delete the boxed text

Section 293.30 - Federal Abstinence Earmark

This earmark requires the Departnent to spend federal dollars on a progran regardl ess of
whet her these funds may be expended for this purpose under federal law. Therefore this
veto is in the public interest.

I temr Nunber 8

On page 1627, delete the foll owi ng boxed text, beginning with the words “The guidelines,”
and ending with “locations.”

Section 293.30 — Abstinence Education

This provision creates a General Revenue Fund appropriation and requires it be used for
abstinence and adoption education. Focusing exclusively on abstinence is contrary to a
conpr ehensi ve educational approach. Avail able evidence denonstrates that utilizing an
approach that includes abstinence education and vital health information will serve to
better protect the health and well-being of our youth. For school districts inclined to
continue the abstinence-only approach, funding remains available from the federal

gover nment through the Conmunity-Based Abstinence Education (CBAE) grants. Therefore this
veto is in the public interest. Note an identical veto has al so been used on page 1629
that pertains to federal funds.
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B. Educati on

The adm nistration believes that strengthening education is the surest path to
strengthening Chio. There is little doubt that jobs will go where the workforce is best
educated. The adm nistration is comrtted to dramatically expandi ng the nunber of GChi oans
who graduate fronm coll ege, and doing so by strengtheni ng our schools at every |level of the
education system This budget expands early |earning opportunities, strengthens our
primary and secondary schools, and opens the doors of our public colleges and universities
to nore Chioans with an infusion of resources and a two year tuition freeze. The
followi ng vetoes reflect a need to preserve flexibility and efficiency in education
prograns, and a conmitnment to use public tax dollars in the nost effective way to benefit
public school prograns that are accountable to Chioans.

I temr Nunber 9

On page 1761, delete the boxed text.

Section 375.50.50 — Student Choice Grants

H storically, balances fronm the Onio Choice Grant have been used to supplement shortfalls
in Ohio’ s financial aid progranms, such as the Chio College Qpportunity Grant (OCOG, which
offers a benefit twice as large to students of private colleges conpared to those
attendi ng public institutions. These shortfalls occur because there are many significant
unknowns related to enroll nent |evels and the participation of non-traditional students
that affect the overall cost of OCOG inplenentation. Accordingly, it remains inportant
that the adm nistration preserves the right to transfer any unused or |apsed funds from

ot her state-funded financial aid or schol arship prograns, including the Chio Choice Gant,
to the Onio College Qpportunity Grant Program to assist in defraying additional costs.
Therefore this veto is in the public interest.

I temr Nunber 10

On page 1737, delete the boxed text.

Section 375.20.40 - Innovation Incentive

The I nnovation Incentive Program is designed to build world-class research capacity within
Chio’s universities and conplenent the Third Frontier Project. Rather than distributing
funding on a conpetitive basis, this provision would di sburse funds through a forml a.

The administration believes that Chio can maxin ze the effect of the Innovation Incentive
Program on our state’s econom c growh by providing funds to reward the achi evenent of
excel l ence. Therefore this veto is in the public interest.

I temr Nunber 11
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On page 9, delete “3345.35,”

On page 685, delete the boxed text.

On page 1754, delete the boxed text.

Section 3345.35 - Purchasing Consortiun

This provision would prevent a statew de, all-inclusive approach to purchasing
col I aboration. Logic and evi dence suggest a col |l aborative approach to purchasi ng anong
state institutions would be beneficial. Indeed, a statew de, all-inclusive approach that

is aligned with the strategic plan for higher education in Chio would be nost appropriate.
The admi nistration believes this provision would perpetuate inefficiencies and cones at
t he expense of taxpayers. Therefore this veto is in the public interest.

ltemr Nunber 12

On page 1, delete “109.57,”.

On page 7, delete 109.57,”

On page 24 del ete the boxed text.

On page 25, delete the boxed text.

On page 27, delete the boxed text.

On page 36, delete the boxed text.

On page 37, delete the boxed text.

On page 395, delete the boxed text.

On page 396, delete the boxed text.
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1430, delete *109.57,".

1554, del ete the boxed text.
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On page 1555, delete the boxed text.

Pages 26, 28, 29 and 30 contain inadvertent stanps. It is not nmy intent to di sapprove any
items on these pages.

Section 109.57; 109.572; 3310.51-3310.63; 3317.022; 3317.03; 3323.052; 5727.84; 101.02;
269. 60. 33; 269.60.36 - Special Education Schol arship Pilot Progran

This itemr would create a Speci al Education Schol arship Pilot Program that woul d, starting
in fiscal year 2009, provide vouchers for students in grades K-12 who have an

i ndi vidual i zed education program (IEP) to attend private schools, other public schoo
districts, or public entities that are not school districts. The adm nistration believes
that funding private schools with public tax dollars deprives the state and its taxpayers
of proper oversight and accountability of these prograns. Further, by draining funds that
woul d ot herwi se be used to support public schools, such a program serves to harm the vast
majority of students, including disabled students, who attend public schools. The

adm nistration is conmtted to working with the Departnent of Education and parents to
review alternative policies to best neet the needs of all children with disabilities.

I ndeed, the adm nistration has increased funding for special education by nore than 8
percent in each year of the biennium However, this programr does not serve that goal
Therefore this veto is in the public interest.

I temr Nunber 13

On page 477, delete the boxed text.

On page 478, delete the boxed text.

Section 3314.08 (O - Disputed Enrollnment between Community School and District

Thi s | anguage creates an unnecessary burden for |ocal school districts in instances where
school districts and community schools dispute enrollnent figures and where the two
parties are not able to resolve the differences. The Departnent of Education has worked
with affected parties over the past several nonths to develop a set of business practices
to address the concerns related to this item The business practices devel oped by the
Department will nmore fairly apply to both conmunity schools and school districts. The
creation of new statutory provisions is unnecessary and would [imt agency discretion to
address the needs of stakehol ders and resol ve di sagreenents. Therefore this veto is in
the public interest.

I temr Nunber 14



11 of 25

On page 2, delete *“3318.36,”

On page 1431, delete *“3318. 36, ".

On page 592, delete the boxed text.

On page 607, delete the boxed text.

On page 608, delete the boxed text.

Section 3318.36(F) - Ranking of Expedited Local Partnership Program Districts

Thi s | anguage would result in noving Expedited Local Partnership Progranm (ELPP) districts
hi gher on the equity list, and therefore nove other districts lower relative to the ELPP
districts. This would increase the I ocal share of education costs of sone, potentially
many, districts. Additionally, this would increase the anbunts and m || ages necessary for
school district bond issues. This violates the prem se of which Chio school facilities
conmmi ssion funds are allocated. Therefore this veto is in the public interest.

I temr Nunber 15

On page 1560, delete the boxed text.

Section 269.20.20 — Literacy | nprovenent Professional Devel opnent (Readi ng Recovery
Tr ai ni ng Net wor k)

This item woul d provide $900,000 in each fiscal year to fund the Readi ng Recovery Training
Net wor k, provide pilot grants to other districts to inplenent other reading inprovenent
prograns, and conduct an evaluation of the inpact and effectiveness of the Reading
Recovery progran and ot her reading inprovenent progranms. Reading Recovery is a short tern
early literacy intervention program The progran accelerates the reading ability of
students that have difficulty with reading. The program utilizes job enbedded peer
coaches and intensive literacy training for the Readi ng Recovery teachers. The provisions
inthis iter woul d divert valuable funds fronm the Readi ng Recovery progranm to unproven,
non-research based pilot projects. The veto of this item is necessary to ensure the cost
effective inplenentation of this proven research based reading intervention program
Therefore this veto is in the public's interest.

C. Environment and Public Safety

The administration is conmtted to protecting the well being of Chioans by protecting our
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envi ronnent and providing public safety services. This budget allows us to nove forward
on plans to inprove the efficiency of state resources and to make inprovenments in such
areas as energency managenent. The followi ng vetoes reflect a conmtnment to utilize our
resources wi sely and preserve sensible safety policies.

I temr Nunber 16

On page 1718, delete the boxed text.

Section 343.35 - Fairport Harbor

The Ohio Waterways Safety Fund provides grant funding, on a conpetitive basis, to | oca
communi ties throughout the state. Conmunities use these grants for a variety of purposes

i ncl udi ng enhancing the public’ s access to water related recreation opportunities and

i mprovi ng access areas for boating safety. The adm nistration recognizes the need for
dredging the Grand River at the Village of Fairport Harbor. However, this provision would
di sadvant age ot her comunities applying for these grant funds. Instead, the Chio Division
of Watercraft has been instructed to work with the Village to address this situation

bef ore the 2008 dredgi ng season begins. Therefore this veto is in the public interest.

I temr Nunber 17

On page 1603, delete the boxed text.

Section 281. 10 — Areaw de Pl anni ng Agenci es

This item requires Chio EPA to provide up to $75,000 per year to the six areaw de planning
agencies for water quality managenent and planning. |In recognition of the valuable role
of the areaw de planning agencies, the Chio EPA will work closely with each of these
agencies in support of their efforts. This provision, however, would have a direct and
negative inpact on the Division of Surface Water. This earmark would result in a
reduction of funds available to the Division of Surface Water inpeding the permtting
process for 401 water quality certifications and/or NPDES permits, and woul d negatively
affect the State 208 Plan for the 22 counties not covered by an areaw de pl anni ng agency.
Therefore this veto is in the public interest.

I temr Nunber 18

On page 842, delete the boxed text.

On page 843, delete the boxed text.
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On page 846, delete the boxed text.

On page 847, delete the boxed text.

On page 848, two red lines were inadvertently added above and bel ow the foll owi ng text
“(5) A fireworks show oon structure that exists on”. It is not nmy intent to box and
di sapprove this text.

On page 848, delete the follow ng boxed text “the effective date of this section June 30,
1997, ".

On page 848, delete the follow ng boxed text “or if a licensee voluntarily so elects,”.

On page 848, delete the follow ng boxed text “, in which case division (A)(1) of this
section does not apply”.

On page 848, delete the follow ng boxed text “the effective date of this section June 30,
1997, ".

Section 3743.17, 3743.19, and 3743.25 - Fireworks Law Changes

The | anguage in this provision raises issues and questions around defused sanple stores
not having proper fire suppression systens and renoves |law currently in place for public
safety protection. The adm nistration believes this | anguage creates potential public
safety hazards. Therefore this veto is in the public interest.

I temr Nunber 19

On page 4, delete “3704.14,”.

On page 806, delete the boxed text.

On page 807, delete the boxed text.

On page 951, delete the boxed text.
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On page 1601, delete the boxed text.

Section 3704.14; 281.10; 4503.10; 105.01 - E-check progran

This item requires using decentralized testing prograns that enploy only onboard

di agnostics (OBD) tests. Wile EPA currently uses OBD testing for sone vehicles, the
method is ineffective in vehicles manufactured prior to 1996. OBD-only testing woul d
result in an estimated | oss of 800 tons per year of air pollution reductions which could
lead to tighter restrictions on industry to conpensate for the loss. Utimtely this
woul d i npede econom ¢ devel opnent and seriously threaten Chio jobs. Therefore this veto
isin the public interest.

D. Technol ogy

The adm nistration believes that investing in and devel oping technology in Ghio will help
create a conpetitive, well-connected econony benefiting us individually and collectively.
Thi s budget funds Broadband Chio, a commitnent to expandi ng access to hi gh-speed Internet
connections across all of Onio’'s 88 counties. The followi ng vetoes reflect a commtnent to
wi sely using the resources available to us and assuring that a sensible advisory structure
is utilized.

I temr Nunber 20

On page 1859, delete the boxed text.

Section 3353.02 -3353. 03— eTech Conm ssi on Menbership and Duti es

During its consideration of HB119, the Senate adopted changes to Section 3353.02 making
nmodi fications to the nmenbership, operations, organization and duties of the eTech
Commission. Wile it appears as though the Senate | anguage was adopted by the Conference
Committee, with one small exception, there are no references to Section 3353.02 in the
enrolled bill. At Section 815.03 of the enrolled bill, Section 3353.02 is listed in the
group of new or anended sections of code that will go into i medi ate effect when HB 119
becones aw. Since no nodifications to Section 3353.02 are reflected in the enrolled
bill, the suggestion that nodifications to Section 3353.02 will go into i nmedi ate effect
when HB 119 becones law is untenable. It appears as though the Senate amendnents to
Section 3353.02 were inadvertently left out of the enrolled bill. Nevertheless, the

adm ni stration disagrees with the changes to Section 3353.02 that were proposed because

t hey woul d pl ace an undue burden on the Conm ssion in fulfilling its duties, would

i nappropriately limt the decision making authority of the conmm ssion, and unnecessarily
limt the governor’s ability to appoint the Conm ssion’s chair. Although the Senate-
enact ed changes to Section 3353.02 are not contained in the enrolled bill, because of the
reference to the i nmedi ate enactnment of those changes, this provision is vetoed. Had the
changes appeared in their entirety, they would al so have been vetoed. This veto is in the
public interest.

I temr Nunber 21
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On page 1539, delete the boxed text.

On page 1540, delete the boxed text.

Section 263.20.90 - Limtations on NextGen/ Third Frontier earmark

Thi s | anguage sl ows the provision of funding to the NextGen Network and hi nders the

i npl enentati on of the admi nistration’s Broadband GChi o Pl an. The Next Gen Network wil|

i nprove and consol i date broadband service delivery to Chio s executive agencies, boards,
and comni ssions, and | everage existing network resources to focus on innovation, research
education, and econonic conpetitiveness. The first phase will, anong ot her goal s,
establish a foundati on upon which broadband network speed can be supplied to all 88
counties. In this phase, the primary task is procurenment of equi pnment necessary to provide
the infrastructure for service provision, a task that is substantively different from the
conpetitive process supervised by the Third Frontier Comm ssion. Therefore this veto is
in the public interest.

I temr Nunber 22

On page 1605, delete the boxed text.

Section 285.30 Digital/HDTV Ear mark

This provision would earmark $1 mllion to public broadcast stations to purchase and
install digital high definition conversion. 1In atinm of limted resources, state

i nvestments nust be focused on effective responses to public necessities. Therefore this
veto is in the public interest.

E. CGovernance, Managenent, and Adm ni stration

The administration is conmtted to maintaining the ability of the executive branch to
effectively and efficiently manage Chio' s state governnent. The follow ng vetoes reflect
that conmitnent.

Executive Branch Policy

I temr Nunber 23



16 of 25

On page 892, delete the follow ng boxed text “No rule shall set a price that exceeds
twenty dollars to purchase an individual lottery ticket.”

Section 3770.03 - Maxinum Lottery Ticket Price

Thi s | anguage prevents the Lottery Conm ssion fromr approving any game with a ticket price
exceedi ng $20. The Chio Lottery Conmi ssioners have historically exercised their authority
to set ticket prices. This provision overrides the authority of the Comm ssion and limts
the Lottery's ability to market new games. Therefore this veto is in the public interest.

I temr Nunber 24

On page 892, delete the follow ng boxed text “No rule shall authorize on a Sunday for any
lottery gane unless the rule is approved by executive order of the governor.”

Section 3770.03 - Executive Order for Sunday draw ngs

Thi s | anguage requires that any ganme rul e approved by the Comm ssion authorizing Sunday
drawi ngs nust further be approved by an Executive Order of the Governor. Historically,
drawi ng days have been deterni ned exclusively by the Director of the Chio Lottery upon
consultation with the Governor. Gane rules do not, by definition, include the timng of a
drawi ng. Therefore this veto is in the public interest.

Fi nanci al Managenent

I temr Nunber 25

One page 1803, delete the boxed text.

Section 503.15 - Controlling Board Notification GRF Subsidy Encunbrances

In a typical fiscal year, nore than 200 encunbrances occur that woul d be subject to

addi tional reporting requirenents under this provision. This |anguage inposes an undue
burden on the Executive Branch by establishing excessive red tape and duplicative
reporting requirenments that could interfere with the flexibility of the admnistration to
manage state finances on a daily basis. Therefore this veto is in the public interest.

I temr Nunber 26
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On page 83, delete the boxed text.

Section 126.16 (G - 5% Debt Service Limtation Calcul ation

Thi s | anguage requires that calcul ations of the 5%debt [imt for the State’'s “direct
obligations” include debt service on obligations that are “avoi ded” (not issued) as a
result of the tobacco securitization authorized in ORC 183.51. This provision creates
uncertainty in the calculation of the State’s 5% debt limt because it fails to provide
necessary gui dance for how the debt service that would have been incurred is to be

calcul ated. Further, the provision indicates that any new direct obligations of the State
may not be issued wi thout passage of additional issuance authority by the CGenera
Assenbly. This provision is duplicative of Section 518.03 which requires that the

aut hori zation to issue those avoi ded obligations be reduced on a dollar for dollar basis.
The Executive Branch will fully conply with both the letter and spirit of existing
constitutional debt limtations. Therefore this veto is in the public interest.

Tax Administration

I temr Nunber 27

On page 1304, delete the boxed text.

5739. 029 - Nonresident Mtor Vehicle Sal es Tax

This itemr makes it difficult to inplenent the new requirenment to collect the Ohio sales
tax from nonresident purchasers of autonmobiles in a tinely and efficient manner. By
requiring that every credit and exenption of the custoner’s hone state and | ocal taxing
jurisdiction be subtracted from the tax-base, the | anguage would result in an expensive,
cunber some and conpl ex administrative process to calculate and collect the tax. Therefore
this veto is in the public interest.

I temr Nunber 28

On page 1809, delete the boxed text.

Section 512.38 - Transfer from Automated Titl e Processing Fund

The Chio Constitution, Article XIl, 85a prohibits the use of notor vehicle licensing fees
or taxes for purposes other than those explicitly set forth in the Constitution. Thi s
provi sion, however, would result in noneys being transferred for purposes outside those
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provided for in the Constitution. Therefore this veto is in the public interest.

I temr Nunber 29

On page 4, delete “3313.82,”

On page 438, delete the boxed text.

On page 439, delete the boxed text.

On page 440, delete the boxed text.

On page 441, delete the boxed text.

On page 1246, delete the boxed text.

On page 1247, delete the boxed text.

On page 1248, delete the boxed text.

On page 1249, delete the boxed text.

On page 1250, delete the boxed text.

Section 3313.82 - Cuyahoga County Special Services District

This provision allows nultiple school districts from a county with 1.2 mllion people to
form a Special Services District to serve special education students. This provision
woul d create one special tax district in the state and enpower the district to tax and

i ssue debt. The inpact of granting the tax and debt issuance authority is unknown.
Therefore this veto is in public interest.

Progranmr Managenent
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I temr Nunber 30

On page 5, delete “5111.085,".

On page 9, delete “5111.085,".

On page 1105, delete the boxed text.

On page 1106, delete the boxed text.

On page 1107, delete the boxed text.

Section 5111.17- Managed Care Rei mbursenent Rates

This itenm specifies paynent standards for Medicai d managed care organi zation rates.
Sections of the |language restate the federal Medicaid paynents standards. Qher sections
i npose additional requirenents over and above the federal requirenents. To the extent the
| anguage restates federal paynment requirenents, it is unnecessary as the state is required
to conply with federal Medicaid requirenments. To the extent the |anguage inposes

requi renents over and above federal requirenments, the | anguage could result in unnecessary
costs. Therefore this veto is in the public interest.

I temr Nunber 31

On page 5, delete “5111.165,".

On page 5, delete “5111.166,".

On page 9, delete “5111.165,".

On page 9, delete “5111.166,".

On page 1105, delete the boxed text.

On page 1106, delete the boxed text.
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On page 1107, delete the boxed test beginning with “health insuring” and ending with
“reports.” And beginning with “(1)” and ending with “rates”.

Section 5111.165 - Ri sk adjusted nmanaged care rates

This item specifies paynent standards for Medicai d managed care organi zations. The

| anguage i nposes requirenments over and above federal requirenents and could result in
paynments over and above federal requirenents. The proposed | anguage will restrict the
ability of the Departnment of Job and Family Services to set rates in a manner that is
prudent and fiscally responsible. Further, this provision conpronises the Departnent of
Job and Famly Services' ability to manage the Medicaid program in an efficient manner.
Therefore this veto is in the public interest.

I temr Nunber 32

On page 1642, delete the boxed text.

On page 1643, delete the foll owi ng boxed text, “approved by the Controlling Board”

On page 1643, delete the foll owi ng boxed text, beginning with “submit” and ending with
“shal | ”.

On page 1643, delete the foll owi ng boxed text, “approved by the Controlling Board”

Section 309. 30. 16- Medi cai d Reserve Fund

This item creates a Medicaid reserve fund and requires the Ofice of Budget and Managenent
to seek Controlling Board approval to transfer $120,000,000 of the state share in fisca
year 2008 and $205, 000, 000 of the state share in fiscal year 2009 to the General Revenue
Fund. This requirenment infringes upon the Executive Branch’s authority and Iimts the
state’s ability to effectively nmanage the Medi caid program Therefore this veto is in the
public interest.

I temr Nunber 33

On page 1072, delete the boxed text.

On page 1641, delete the boxed text.
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On page 1005, delete the boxed text.

Section 5111.017 - Electronic Subm ssion and Mi ntenance of Applications

Thi s | anguage requires el ectroni c subm ssion and mai nt enance of Medicaid applications by
county boards. This constitutes an unfunded mandate, creates conpeting records storage
systens for the same material, and conflicts with the Departnent of Job and Famly
Services’ conprehensive information technology efforts and inpl enentation strategy.
Therefore this veto is in the public interest.

I temr Nunber 34

On page 5, delete “5111.0120,".

On page 9, delete “5111.0120,".

On page 1069, delete the boxed text.

On page 1074, delete the boxed text.

Section 5111.0121 - El ectronic Subm ssion of Medicaid Applications

Thi s | anguage requires el ectronic subm ssion of Medicaid applications. This | anguage is

i nconsistent with the adm nistration’s conprehensive information technol ogy plan. The

| anguage will divert resources from the plan to new requirenents while offering uncertain

benefits to the state and to Medicaid applicants. Therefore this veto is in the public
i nterest.

I temr Nunber 35

On page 825, delete the boxed text.

On page 825, it is not nmy intent to box “Sec. 3727.391.” A correction has been nade to
i nadvertent boxing of this text with correction fluid.
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On page 1630, delete the boxed text.

Section 3727.391 - Hospital Performance Data

This provision requires the Director of Health to enter into a contract with an outside
vendor to create a website listing data on hospital performance. The adm nistration
agrees that it is inportant for Chioans to have access to valid, conplete and easy-to-use
data nmeasuring hospital performance. However, the $50,000 appropriated here is not
sufficient to carry out the required task using an outside contractor. To best serve the
public’'s need for this informati on while safeguarding our linmted resources, the

requi renent that the Departnment of Health pay an outside contractor to create this website
is vetoed and the Departnment has been instructed to create this website using current
staff and internal resources. Therefore this veto is in the public interest.

I temr Nunber 36

On page 1643, delete the foll owi ng boxed text, beginning with “SECTION 309. 30. 18" and
ending with “Code.”

Section 309.30.18 - Medicaid Provider Audits

This itemr provides $2,000, 000 per year for the Auditor of State, in consultation with the
Department of Job and Family Services, to perform audits of providers of Medicaid
services. The Departnment already perforns this function, and paying the Auditor to repeat
this task is an unnecessary expense in view of the funding Iimtations being inposed on
the Departnent in HB119. Therefore this veto is in public interest.

I temr Nunber 37

On page 1501, delete the boxed text.

On page 1501, the phrase “shall be used for conmunity based care” was inadvertently boxed.
It is not ny intent disapprove this text.

Section 335.20.50 - Auditor of State Performance Audit of the Department of Al cohol and
Drug Addiction Services

This provision calls for an unfunded performance audit perforned by the Auditor of State
that is duplicative of the internal review of policies and procedures included in the
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Executive Budget. The goal of the internal review provision that was included in the
Executive Budget was to ensure that the state’s Al cohol and Drug Addiction Services systen
operates as efficiently as possible to ensure Chioans receive the services they need with
savings resulting from the review being used to support conmunity services. This audit
woul d require the expenditure of resources that could be utilized to benefit the
community. The adm nistration believes that the internal review process is sufficient and
will yield useful results. Therefore this veto is in the public interest.

I temr Nunber 38

On page 1693, delete the boxed text.

On page 1694, delete the boxed text.

Section 335.20.50 - Auditor of State Perfornmance Audit of the Departnment of Mental Health

This provision calls for an unfunded performance audit perforned by the Auditor of State
that is duplicative of an internal review of policies and procedures included in the
Executive Budget. The goal of the internal review provision included in the Executive
Budget was to ensure that the state’s Mental Health Services systemr operates as
efficiently as possible to ensure Chioans receive the services they need with savings
resulting from the review being used to support inportant services. This audit would
require the expenditure of resources that could be utilized to benefit Chioans in need.
The admi nistration believes that the internal review process is sufficient and will yield
useful results. Therefore this veto is in the public interest.

| signed this veto nessage on June 30, 2007 in Colunbus, Chio and transnmitted it, today,
wi th copies of the disapproved text, to the derk of the Chio House of Representatives.

In order to signal ny approval of the text not disapproved by ne, | have, today, also
filed the enrolled and engrossed original copies of the bill with the Secretary of State.

Ted Strickl and,
Gover nor



24 of 25

I acknow edge recei pt of an original copy of this veto nessage, along with a copy of the
di sapproved text in the bill on June 30, 2007.

Nane of O ficer

Title of Oficer

Date and Ti me of Receipt

--30--

* Throughout this Veto Message, the di sapproval of consecutive lines of boxed text is
i ndi cated by use of the phrases “beginning with” and “ending with.” The use of these
phrases indi cates di sapproval of all text contained within the referenced box.

+ Page 6 contains an inadvertent stanp and signature. This has been corrected with
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correction fluid. It is not nmy intent to di sapprove any itens on these pages.



