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Bill: S.B. 255 of the 132nd G.A. Status: As Enacted
Sponsor: Sen. McColley Local Impact Statement Procedure Required: No

Subject: Occupational licensing entity review and regulation, home inspector licensure, makeup artist
registration, and criminal conviction disqualifications for an occupational license

Fiscal Highlights

e The bill requires the Legislative Service Commission (LSC) to issue certain
additional reports on (1) each bill introduced in the General Assembly that proposes
to substantially change or enact occupational regulations and (2) the regulatory
schemes of 33% of the occupations regulated by the state each biennium, beginning
in CY 2019. As a result of these additional duties, the agency will likely need to hire
one staff person. The annual salary and benefits for an entry-level staff person range
from $70,490 to $73,150.

e The bill requires all state occupational licensing entities, including the licensing
divisions of state agencies, to produce reports containing specified information to
certain standing committees of the General Assembly at least once every six years as
part of the bill's systematic review of occupational regulation. As a result, the
workload of state occupational licensing entities may increase to meet the bill's
reporting requirements.

e The bill creates the Ohio Home Inspector Board within the Department of
Commerce. A license issued under the bill is valid for three years. Application and
renewal fees are limited to $250. This revenue would be deposited into the newly
created Home Inspectors Fund. These fees would be used to offset the additional
expected staffing and other related costs.

Detailed Fiscal Analysis

Occupational licensing entity review and regulation

Overview

The bill establishes a statewide policy on occupational regulation of individuals,
requires all state occupational licensing entities, including boards, commissions, and the
licensing divisions of state agencies, to be renewed at least once every six years by the
General Assembly, requires the Legislative Service Commission (LSC) to issue certain
reports on all bills introduced in the General Assembly that propose to substantially
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change or enact occupational regulations and 33% of the occupations regulated by the
state each biennium, beginning in CY 2019, and requires the Common Sense Initiative
Office (CSIO) to provide public testimony on certain matters relating to the
occupational licensing entities under review, including any commentary received
through CSIO's process for adverse impact review and any other information
addressing the entity's effectiveness, efficiency, and quality of customer service. Those
provisions of the bill with fiscal effects are discussed below in more detail.

LSC reports

The bill requires LSC to issue two types of reports. First, it requires LSC to issue a
report for each bill introduced in the General Assembly that proposes to substantially
change or enact occupational regulations, with the purpose of comparing the regulatory
scheme proposed in the legislation with the proposed statewide policy on occupational
regulation of individuals. To the extent that information can be obtained or is readily
available, each report must discuss the potential consequences of the legislation with
respect to the following: (1) opportunities for employment within the occupation,
(2) consumer choices and costs, (3) market competition, and (4) cost to government. The
bill requires LSC to complete this assessment in a timely manner and specifies that a
proposed bill substantially changing or enacting an occupational regulation cannot be
reported out of committee until the assessment has been received and considered,
unless two-thirds of the committee members vote to favorably report the bill without
the assessment.

Second, the bill requires LSC to issue a report each biennium, starting with
odd-numbered years beginning in 2019, on 33% of the occupations regulated by the
state. All occupations must be assessed at least once before 2024, and at least once every
six years thereafter. Similar to the above reports on introduced legislation, this report
must compare the current regulatory scheme with the proposed statewide policy on
occupational regulation of individuals. Under the bill, LSC must issue all reports
completed during a biennium by December 1 of the even-numbered year of that
biennium to the General Assembly and the Attorney General.

LSC will likely need to hire one additional staff person to further review
applicable legislation, review occupational licensing regulatory schemes, and prepare
the reports. An entry-level staff person receives a salary of approximately $53,000 to
$55,000 per year. Assuming benefit costs of 33%, the total cost is between $70,490
($53,000 x 1.33) and $73,150 ($55,000 x 1.33).

Expiration of occupational licensing entities; General Assembly review

The bill requires the state's occupational licensing entities to be renewed at least
once every six years by the General Assembly, and triggers the termination of the entity
if it is not renewed within a six-year period from its creation or last renewal. If the
entity is not renewed within that six-year period, it expires at the end of June of the
following year.




In order for these renewals to occur, the bill establishes a process by which the
Speaker of the House of Representatives and the President of the Senate each will direct
certain standing committees of each respective chamber to hold hearings in alternating
years! to review those entities that are scheduled to expire in that calendar year, such
that approximately 33% of the entities are reviewed each biennium and all such entities
are reviewed at least once every six years. The bill requires the respective standing
committees to issue reports of their findings and recommendations by November 15 of
each year. The reports must be posted online. The Speaker of the House and the Senate
President also may direct the standing committees to review an entity that does not
expire in that year but for which LSC has performed a review. LSC must provide staff
services to a standing committee performing its duties under the bill. Note also that the
bill intends for the LSC and General Assembly occupational licensing entity reviews to
be staggered so that a licensing entity is not reviewed by both in the same biennium.
Ultimately, the House of Representatives and the Senate, in their respective year of the
biennium, must consider any bill offered by a standing committee regarding the
expiration of any entities by December 31 of that year.

The entities under review must submit a report to the appropriate standing
committee that contains the following information: (1) the entity's primary purpose,
(2) its past and anticipated workload, the number of staff required to complete that
workload, and the total number of current staff, (3) its past and anticipated budgets and
its sources of funding, and (4) the number of members of its governing board and their
compensation. The entity must also demonstrate to the standing committee "a public
need for its continued existence." To meet this determination, the bill requires the
standing committee to consider a series of 27 different criteria. Overall, the workload of
occupational licensing entities may increase to meet these reporting requirements.

The bill creates a process for winding up the affairs of an expired entity. An
entity may operate after its expiration has been triggered, but no longer than June 30 of
the following year, to provide for the orderly and efficient conclusion of the entity's
operations. The General Assembly also may enact laws to transfer some or all of the
functions of an expired entity to a successor agency. If an occupational licensing entity
expires, any person may engage in the profession or activity that was formerly licensed
by the entity without a license, notwithstanding any other state law to the contrary.

Common Sense Initiative Office testimony

The bill also requires the Senate President and the Speaker of the House to notify
the Chief of the Common Sense Initiative Office (CSIO) when an occupational licensing
entity is identified to be reviewed by a standing committee. CSIO must appear before
the committee and testify, with respect to the entity, about at least all of the following:
(1) whether CSIO has, within the past six years, received commentary related to the

! The House of Representatives will review occupational licensing entities in odd-numbered years while
the Senate will review them in even-numbered years.
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entity under CSIO's process for adverse impact review, (2) whether CSIO has, within
the past six years, received advice from the Small Business Advisory Council related to
the entity, and (3) any other information the Chief believes will address the entity's
effectiveness and efficiency, and in particular, the quality of customer service the entity
provides. Compiling the information required by this provision may increase CSIO's
workload.

Other provisions

The bill includes various other provisions related to occupational licensing and
regulation, including the establishment of (1) a state licensing requirement for home
inspectors, which will be administered by a new Ohio Home Inspector Board within the
Department of Commerce, and (2) a state registration requirement for makeup artists,
which will be administered by the Ohio State Cosmetology and Barber Board. The bill
also permits an individual to request, at any time, that a state or local licensing
authority determine whether that individual's criminal conviction disqualifies the
individual from obtaining a license issued by the authority. Additional details on these
provisions are provided below.

Home inspector licensure

The bill establishes the Home Inspector Law and requires individuals wishing to
perform home inspections to obtain a license, establishes criminal penalties, and creates
the Ohio Home Inspector Board within the Department of Commerce. While we know
there are approximately 450 home inspectors statewide who are certified by the
International Association of Certified Home Inspectors, there are likely far more than
that conducting business in the state. As a comparison, Kentucky has approximately 490
active licensed home inspectors, and Indiana approximately 690 active licensees.

The Home Inspector Board would be supported by the Division of Real Estate
and Professional Licensing within the Department of Commerce. The costs to oversee
the licensure of home inspectors will depend on a number of different factors, but
primarily on how many new staff the Division hires to carry out the licensure and
oversight of home inspectors. Currently, the Division oversees approximately 42,000
active licenses and employs approximately 39 full-time equivalent (FTE) employees.
The table below shows the possible extent of the additional operating costs if the
Department of Commerce were to hire five new staff to administer this program as the
agency estimates could be necessary under the bill. The estimated annual costs are
rounded to the nearest thousand, and include the cost of benefits. Additionally, there
could be other costs associated with office space and equipment that are necessary.
Finally, note that it may be possible that current staff handling other Division of Real
Estate and Professional Licensing functions could also be assigned some of the home
inspection oversight responsibilities outlined in the bill. If so, this would reduce the
additional staffing costs shown in the table below.




Potential Home Inspector Certification Program Staffing Expenses

Program Requirement (Position) Estérgztegaﬁggual
Home Inspection Certification Program Manager (Program Administrator 1) $58,013-$71,829
Licensing/Continuing Education (Certification/Licensing Examiner 2) $49,449-$60,119
Complaint Investigation/Record Auditing (Investigator) $44,533-$79,466
Program Support Staff (Admin. Assistant 1) $47,230-$55,514
Legal Counsel (Attorney 3) $72,194-$105,890
Possible Annual Staffing Costs $271,419-$372,818

The bill further requires the Superintendent of Real Estate and Professional
Licensing to appoint an administrative hearing officer for cases involving Child Support
Order Law determinations, unlicensed inspector violations, and disciplinary measures
against licensees. This could also result in additional staffing costs for hearing officers
should any such cases arise.

Finally, the bill creates the Home Inspection Recovery Fund, which consists of a
special annual assessment between $3 and $5 per year depending on prior year fund
balances, to each licensee applying for an initial license or a renewal of a home inspector
license. Up to $5 per year per license may be assessed if the July 1 fund balance is below
$250,000. The maximum that may be assessed drops to a maximum of $3 per year when
the fund balance is between $500,000 and $1.0 million as of July 1. No assessment may
be imposed if the fund balance exceeds $1.0 million. The fund is to be used to pay
judgements against home inspectors when a final judgement is granted by the Franklin
County Court of Common Pleas. In such instances, a home inspector's license is
suspended until that individual repays the amount of the judgement, plus any
applicable interest, to the fund. The bill limits the judgement amounts to $40,000, but
sets out special procedures if $40,000 is not sufficient to cover all claims.

Makeup artist registration

The bill includes "makeup artistry" in the definition of "boutique services" under
the regulation authority of the Ohio State Cosmetology and Barber Board. Under
current law, individuals that practice boutique services must register with the Board.
Thus, individuals that practice makeup artistry would be required to register with the
Board under the bill. As a result, there may be a slight increase in administrative costs
for the Board to register additional boutique service providers. The number of
individuals practicing makeup artistry that would be required to register is unknown.

Review of criminal conviction disqualifications for an occupational license

The bill may increase the administrative costs of state and local licensing
authorities by permitting an individual to request, at any time, that the authority
determine whether that individual's criminal conviction disqualifies the individual
from obtaining a license issued by the authority. The licensing authority may charge the
individual a fee of up to $25 per request to defray its costs for making the
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determination, which must be made within 30 days of the request. Licensing authorities
must also make available on their websites a list of all criminal offenses that would
disqualify an individual from obtaining a license.
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