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Already facing a squeeze under what critics have deemed an unconstitutional funding system, local 
schools got another dose of bad news this week with an appeals court decision that threatens a fairly 
new but substantial revenue stream. 
 
If upheld by the Ohio Supreme Court, the appeals court decision Tuesday that struck down the 
commercial activity tax's application to food will reduce revenues from the three-year-old levy by an 
estimated $188 million a year starting in 2010, according to the Department of Taxation. (See 
Gongwer Ohio Report, September 2, 2008) 
 
The ruling also bolstered the hopes of the petroleum industry, which is challenging the 
constitutionality of the CAT as it applies to motor fuel sales. (See separate story) An industry victory 
in that case could deplete the revenues by an additional $139 million in 2010, the first year of the full, 
phased-in rate of .026%. 
 
Starting that year, the CAT is projected to generate $1.676 billion a year, with most of that funding 
earmarked for schools. The two pending legal challenges place about a fifth of the total annual 
revenue in jeopardy. 
 
"Obviously that's going to add a challenge for funding education and we already have a fiscal 
problem" with the upcoming two-year state budget, Barbara Shaner, associate executive director of 
the Ohio Association of School Business Officials, said in an interview. "This doesn't help matters." 
 
During legislative deliberations on the tax overhaul in 2005, the education community raised 
concerns about the plan to phase out the tangible personal property tax on business equipment, 
machinery and inventories because the tax revenue went directly to schools and local governments 
versus the state. 
 
Those concerns were allayed somewhat when policymakers directed, for the next several years, 70% 
of CAT intake into the School District Tangible Property Tax Replacement Fund and the other 30% 
into a similar fund for other local government entities. In the last budget measure (HB 119), the 
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legislature and administration of Gov. Ted Strickland agreed to make the school earmark from the 
CAT permanent, although a mechanism that holds individual districts harmless from the tangible tax 
losses will eventually still be phased out. 
 
"We would certainly not be taking sides from a business perspective but when they were doing tax 
reform we weren't crazy about them eliminating a local tax that a lot of districts relied on," Ms. Shaner 
said. 
 
"We went along with that change because our thought was what they came up with had a relatively 
low rate spread over a fairly large tax base and I think there's a lot to be said for keeping the integrity 
of that plan, particularly since it hasn't even all been phased in." 
 
While the unanimous appeals court ruling is likely headed to the Ohio Supreme Court for review, the 
specter of a further financial squeeze has school officials concerned, Ms. Shaner said. 
 
"This decision jeopardizes the whole plan for building things back up and making sure that the 
economy is stabilized while at the same time the services are provided for," she said. "The state will 
have to rethink the whole structure because they thought they had a tax base they could rely on." 
 
At minimum, Tuesday's ruling, if it stands, further complicates an already muddled school finance 
picture in light of what's expected to be another tight two-year budget. Gov. Strickland also plans to 
roll out his package of school policy and funding reforms next year. 
 
Ms. Shaner acknowledged the state will be hard-pressed to replace any lost CAT revenue in the 
short term, should the food and fuel industries prevail in court. 
 
"In the long run they would have to rethink that, whether the rate is the right one, whether it's the right 
tax and that kind of thing," she said. 
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A Southeast Ohio mental health facility closed by the state under budget duress will get new life as a 
privately run hospital, Gov. Ted Strickland announced Thursday. 
 
Oglethorpe Inc., based in Tampa, Fla., plans to "phase in" the operation of a 48-bed in-patient 
psychiatric hospital and a 16-bed substance abuse treatment center at the site of the former 
Appalachian Behavioral Healthcare facility in Cambridge, according to the state. 
 
The operation will be the second in Ohio for Oglethorpe, which currently operates a treatment facility 
in Gahanna. 
 
"Oglethorpe's purchase of the Cambridge hospital property is a perfect example of how the state, 
local communities and private businesses can partner together for the common benefit of all," Gov. 

Page 2 of 6Friday Legislative Update from the Ohio School Based Health Care Association

9/5/2008http://ui.constantcontact.com/visualeditor/visual_editor_preview.jsp?agent.uid=1102229626...



Strickland said in a news release. 
 
The company has offered to pay $3.2 million for the 40-acre property and three buildings at the 
Cambridge site, DMH spokeswoman Trudy Sharp said. The price was negotiated based on 
appraisals conducted by the Department of Administrative Services. 
 
The General Assembly must approve the sale, but the administration doesn't expect any opposition, 
Ms. Sharp said. "Nobody's mentioned any roadblocks at all. This is a good thing for everyone. 
Everybody wins." 
 
The Cambridge campus and Twin Valley Behavioral Health in Dayton were closed under the 
governor's plans to address a biennium budget imbalance that was estimated last January at more 
than $730 million. 
 
Shuttering the two locations were part of DMH's estimated $31 million in cost savings through fiscal 
year 2009. The moves prompted outcry among the two communities, which unsuccessfully asked the 
administration to reconsider the decision. 
 
During hearings on the budget fix, several Cambridge area government officials asked the legislature 
to push for sparing the hospital, saying its closure would wipe out more than 5% of the county's 
health care workers and some $3.6 million in economic activity. (See Gongwer Ohio Report, 
February 27, 2008) 
 
"I am pleased that this Cambridge hospital property will continue to be used in a similar way - to meet 
the needs of people," DMH Director Sandra Stephenson said. "I know that the Cambridge campus 
closure was a great loss to the community - in jobs and in treatment options." 
 
DMH has provided Oglethorpe with the resumes of some former state facility workers, Ms. Sharp 
said. However, many of the former employees - the Cambridge operation employed 130-140 at full 
staffing levels - took jobs at Ohio's psychiatric hospital in Athens or elsewhere in state government. 
 
Ms. Sharp said 38 Cambridge employees transferred to Athens, 34 took early retirement and 13 
landed in other state agencies. 
 
While the total number of psychiatric facility beds overseen by DMH - 1,060 - remain the same, they 
were consolidated at other sites with the closure of the Cambridge and Dayton hospitals, Ms. Sharp 
said. 
 
The Dayton facility formerly employed more than 200 at full staffing levels, according to the agency. 
Under the consolidation, 55 jobs were added at Athens and another 80 positions were transferred to 
hospitals in Cincinnati, Columbus and Toledo. 
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After spending nearly $2 million on the campaign to require paid sick days in Ohio, the union behind 
Issue 4 agreed to scrap it Thursday after Gov. Ted Strickland committed to supporting a federal 
version. 
 
Coming a day before ballot forms were to be finalized, the announcement prompted a flood of 
reaction from business groups and other stakeholders who have been preparing anxiously for 
months in anticipation of a bare-knuckled campaign over the proposal. (See separate story) 
 
Flanked by Gov. Strickland, Lt. Gov. Lee Fisher, and U.S. Sen. Sherrod Brown (D-Cleveland), 
Service Employees International Union President Becky Williams said the union made the difficult 
decision after realizing that the campaign would be "marred by misinformation and disinformation" 
that would divide Ohioans. 
 
Moreover, Ohio officials' pledges of support for a federal alternative helped seal the deal, she said. 
 
"One of the factors that really allowed us to come to this conclusion was Gov. Ted Strickland made a 
commitment and reassured us that he supports the federal paid sick day initiative," Ms. Williams said. 
"He will work hard to see that a bill makes it through Congress and is ultimately signed." 
 
Ms. Williams said presidential nominee Barack Obama's comments during the Democratic National 
Convention reassured her that he would work to enact a national paid sick day bill (S.B. 910) that he 
co-sponsored with Sen. Brown. 
 
Despite the change of course, SEIU maintains that paid sick days would have a beneficial impact on 
the economy, she said. "But we do understand that the governor has come to a different conclusion." 
 
The announcement, puts to rest what was expected to be an expensive campaign and anti-campaign 
on the citizen-initiated statute to require employers offer full-time workers seven paid sick days a 
year. 
 
The Ohioans for Healthy Families coalition sent a letter to Secretary of State Jennifer Brunner 
requesting she withdraw the issue from the ballot one day before the deadline to do so. 
 
Gov. Strickland welcomed the union's decision, saying nationwide legislation would allay his concern 
that an Ohio-only measure would put the state at a competitive disadvantage with other states. 
 
Speaking with reporters after the event, the governor said he offered union leaders no promises other 
than to agree to support a federal proposal. "There was no deal." 
 
While he supports a federal initiative, he did not endorse any specific bill, preferring instead to offer 
general agreement with the concept. 
 
"I think workers who are sick should not be required to go to work in order to keep their jobs or 
should not lose income as a result," he said. 
 
Deliberations over clarifying the administration's policy on prevailing wage in state supported 
construction projects had "zero, none, no connection whatsoever" to the paid sick day issue, he said. 
 
Sen. Brown said the paid sick day issue would become part of a national Democratic agenda aimed 
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at helping working families. 
 
"It's also a global competitiveness issue," he said. Of the world's 10 most competitive economies, 
only the U.S. does not provide any sick leave days, while most countries offer more than 10. 
 
"It's good business to invest in workers' health so they can, in turn, remain productive employees," he 
said. 
 
Lt. Gov. Fisher, who unsuccessfully tried to forge a compromise version between SEIU and business 
groups, said he hoped the development would spark a "constructive partnership between business 
and labor." 
 
Although SEIU spent an estimated $1.7-$1.8 million on the campaign, President Williams said union 
members were confident that retracting the issue was the right decision. 
 
"Our members understand that we've elevated the issue - people now are talking about the right of 
workers to have paid sick days, and that really does matter," she said. 
 
Moreover, federal action would benefit members throughout SEIU District 1199, which includes 
Kentucky and West Virginia, rather than just Ohio, she said. 
 
Maternity Leave: Separately, Gov. Strickland said he would name a successor to former Civil Rights 
Commission Chairwoman Barbara Sykes "at the time of my choosing." 
 
The OCRC chair position has remained vacant since Ms. Sykes resigned last December after 
denying the governor's request to delay implementation of a controversial rule that would ensure 
women 12 weeks of unpaid maternity leave. 
 
Gov. Strickland said he would not base his appointment on the candidate's position on the pregnancy 
leave issue. "There will be no litmus test placed on that person."�
�

������ !"�#�$%�&!&�'() �

�

The viewpoints expressed in this newsletter are not necessarily those of the OSBHCA Board of 
Directors or membership. The information is compiled and presented as an update to our members in 

order to keep them informed about current legislative issues in Ohio.��
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