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State Board of Cosmetology Overview
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OVERVIEW

Agency Overview

The State Board of Cosmetology (COS) was created in 1932 to establish and
maintain sanitary and professional standards in the beauty salon industry. The Board is
charged with ensuring the health, safety, and sanitation of the beauty industry and its
patrons through licensing and regulation of salons and individual licensees. In
addition, the Board has oversight over the indoor tanning industry through regulation
of ultraviolet radiation devices. COS is one of the state's largest licensing boards,
overseeing more than 119,000 licensees in FY 2008.

The Board as a governing body consists of nine members appointed by the
Governor, with members representing the various facets of the beauty salon industry.
Board members are compensated for board meetings that they attend according to
Chapter 124 of the Revised Code. The day-to-day operations of the Board are managed
by an executive director who is appointed by the nine-member governing authority.
Including the director, the Board has 39 full-time and one part-time staff, with an
FY 2009 appropriation of $3.5 million. The Board receives no GRF; its operations are
funded entirely by license fees and other amounts paid by cosmetologists.

Appropriation Overview

The executive recommendation provides COS with continuation funding of
$3.5 million in each fiscal year, the same as the FY 2009 appropriation. This provides
funding for 39 full-time staff members and will allow the Board to maintain the same
level of service in the FY 2010-FY 2011 biennium. Chart 1 below shows the
appropriation by category of expense over the two-year span. As with other licensing
and regulatory boards, payroll and fringe benefit costs are COS's largest expense,
accounting for 73% of recommended funding in the upcoming biennium. Supplies and
maintenance make up a further 16%. The remaining 11% is slated for purchased
personal services and equipment.
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Overview State Board of Cosmetology

Chart 1: Biennial Executive Budget Recommendations
by Expense Category, FY 2010-FY 2011
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Counted within the Supplies and Maintenance category are support services
COS receives from the Central Services Agency (CSA) of the Department of
Administrative Services. COS paid $58,960 for these services in FY 2008 and expects to
pay approximately $72,000 for them in FY 2009. CSA charges for FY 2010-FY 2011 are
estimated to be approximately $79,000 in each fiscal year.

The Board uses the eLicensing system, an on-line tool also employed by many
other licensing boards that allows for applications and renewals to be processed and
stored electronically. The Board stores approximately 354,806 records in the database,
approximately 23% of the system's total capacity. The system was free in FY 2009, but
users will be charged for it in FY 2010 and FY 2011. Estimated eLicensing charges in the
upcoming biennium are expected to be about $88,000 in each year.
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State Board of Cosmetology Overview

Fee Revenues and Fund 4K90

Table 1 below shows the license types and corresponding fees charged by the
Board. Licenses must be renewed on a biennial basis during odd-numbered years.

Table 1. License Fees

License Fee
Cosmetologist/Cosmetologist Instructor/Managing Cosmetologist $45
Beauty Salon $75
Esthetician/Esthetician Instructor/Managing Esthetician $45
Esthetic Salon $75
Hair Designer/Hair Designer Instructor/Managing Hair Designer $45
Hair Designer Salon $75
Independent Contractor $75
Manicurist/Manicurist Instructor/Managing Manicurist $45
Nail Salon $75
Natural Hair Stylist/Natural Hair Stylist Instructor/Managing Natural Hair Stylist $45
Natural Hair Stylist Salon $75
Private Cosmetology School $250
Tanning Facility $65

In May 2006, COS gained Controlling Board approval for an increase in
appropriation of approximately $580,000, including an increase in the primary license
renewal from $30 to $45. This allowed the Board to move into a larger facility in the
Grove City area and hire two additional examiners. Consequently, testing capacity was
expanded from 32 to 50, thereby reducing the waiting times for examinations. Before
moving into the Grove City location, the estimated waiting period to take a licensing
examination was six to eight weeks. The current wait time is two to three weeks.

As Table 2 below shows, the fee change in FY 2006 caused a substantial increase
in revenues between the FY 2005-FY 2006 and the FY 2007-FY 2008 renewal cycles.
Revenues increased by approximately $2.0 million (36%) whereas expenditures
increased by only $1.6 million (30%). Correspondingly, the net balance was about three
times greater in the FY 2007-FY 2008 renewal cycle than previously.

Table 2. Revenues and Expenditures, FY 2005 to FY 2010 (est.)

FY 2005-FY 2006 FY 2007-FY 2008 FY 2009-2010 (est.)
Revenues $5,477,113 $7,435,715 $7,660,497
Expenditures . $5,316,090 $6,929,521 $7,067,358
Net $161,023 $506,194 $593,139
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Overview State Board of Cosmetology

Modernizing Cosmetology Statutes and Rules

One of the Board's major goals for the upcoming biennium is to make statutory
and rules changes to reflect the needs of the modern cosmetology field. Several of these
statutory changes are included in the executive budget. Below is a discussion of these
rules or statutory changes that will have a substantial fiscal impact on the Board.

Fine Increase

The executive budget includes a provision that would increase the maximum
fines allowed in statute for license holders who break cosmetology laws and rules.
Currently, section 4713.64 of the Revised Code dictates that the maximum fine allowed
is $100 for the first offense, $500 for the second offense, and $1,000 for the third offense.
At these amounts, the Board cannot recoup the costs associated with investigating and
issuing certain violations. Nor, according to the Board, are these dollar amounts a
sufficient deterrent to potential law breakers. Overall, a total of $64,515 in fines and
penalties was collected during FY 2008.

The executive budget contains provisions that would increase these maximum
fines to $500, $1,500, and $2,000, respectively. The majority of violations are first
offenses and the increased minimum fines are expected to generate approximately
$40,000 per year in additional revenue just from first offenses. Any additional fine
revenue generated by this provision would be deposited in Fund 4K90. The Board does
not intend to use additional revenues to fund any expansion in services or new
initiatives.

License Reinstatement

The executive budget includes a provision that would give COS the statutory
authority to offer an amnesty program to those individuals whose licenses have lapsed.
As of March 2009, there were 136,843 licenses in lapsed status. Under current law, an
individual would have to retake the Board's licensing examination in order to be
recertified. Under the proposed statutory change, the holder of a lapsed license would
be required to pay back-fees and a fine in order to have the license re-instated. If a
license had been lapsed for more than two renewal cycles (four years), practicing and
managing license holders would also have to participate in continuing education
courses. The minimum amount required to reinstate a license, in a situation where the
license was lapsed for one renewal cycle, would be $135 ($45 original license fee + $45
current license fee + $ 45 late fee). Under the change, all revenue from license
reinstatement would be deposited into the GRF, not Fund 4K90. Based upon customer
interest, the Board anticipates that at least 1% of individuals with lapsed licenses will
take advantage of the reinstatement program in FY 2010, which would provide revenue
of over $184,000 (approximately 1,368 lapsed licenses multiplied by $135 minimum
reinstatement fee) to the GRF.
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State Board of Cosmetology Overview

On-line Renewals

Beginning January 31, 2011, the Board will require that all license renewals must
be completed on-line. The Board has seen a substantial increase in the number of its
licensees using the on-line renewal system, with approximately 50,000 (42%) of the
120,000 current active licensees having done so during the most recent renewal cycle.
Requiring all licensees to renew on-line will substantially reduce, if not completely
eliminate, the $60,000 that the Board spends on postage during renewal years.

Certified Mailings

When issuing a violation, licensing boards are statutorily required by section
119.07 of the Revised Code to notify the offender of his or her right to a hearing via
certified mail. Currently, the Board issues approximately 50 violations per month at a
cost of $5.32 per item mailed, or $3,192 annually. Though such a provision is not
included in the executive budget, COS will be pursuing statutory changes what would
allow it to also send violations with a certificate of mailing, or to present the violation to
the recipient at the time of the inspection. Sending items with a certificate of mailing
would cost $1.47 per item mailed, or $882 annually. Presenting letters of violation at the
time of infraction would have no cost.

Appeal Hearings

The Board would also like to pursue statutory authority to charge offenders for
costs associated with cancelled disciplinary hearings. There were four such instances
during the March 2008-March 2009 period. Although the cost of conducting a hearing
varies by case, hiring a hearing officer and a stenographer costs a minimum of $280.
The Board would like the authority to charge licensees who are found to be guilty via
administrative hearing, or who plead guilty after a hearing has been scheduled, but
before it has taken place, for these costs. In the event that an administrative hearing
occurred and the licensee was found to be innocent, the Board would pay all costs
associated with the hearing.
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Analysis of Executive Proposal State Board of Cosmetology

ANALYSIS OF EXECUTIVE PROPOSAL

COS's operations are funded by a single line item appropriation within the
Occupational Licensing and Regulatory Fund (Fund 4K90). The table below shows the
Governor's recommended funding.

Governor's Recommended Amounts for the State Board of Cosmetology
Fund ALl and Name FY 2010 FY 2011

General Services Fund
4K90 879609 Operating Expenses $3,533,679 $3,533,679

This line item supports all of COS's operating expenses. The funding
recommended each year for FY 2010 and FY 2011 is the same as the FY 2009
appropriation.  This continuation funding will support 39.5 FTEs responsible for
licensing and enforcement of cosmetology regulations, including four inspectors and
one investigator. The Board conducted 9,426 exams in FY 2008, or between 45-50
people each day examinations are held. Of those that take the exam, roughly 75%
receive passing marks and are licensed immediately.

Licenses

Table 3 shows the number of active registrations issued by COS as of the end of
FY 2007 and FY 2008. It can be seen from the table that the total number of active
licenses increased by 7.4% between these years. That growth is expected to continue,
and perhaps at a higher rate, as a result of the license reinstatement program proposed
in this budget and described previously in the Overview of this analysis.
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State Board of Cosmetology

Analysis of Executive Proposal

Table 3. Active Registrations, FY 2007 and FY 2008

Registration FY 2007 FY 2008 % Change
Beauty Salon 9,339 9,605 2.85%
Cosmetologist 21,063 23,342 10.82%
Cosmetologist Instructor/School 5,034 5,392 7.11%
Esthetician 896 1,108 23.66%
Esthetician Instructor/Salon 288 351 21.88%
Hair Designer 136 180 32.35%
Hair Designer Instructor/Salon 148 172 16.22%
Independent Contractor 9,305 10,739 15.41%
Managing Cosmetologist/Esthetician/Other 57,389 60,584 5.57%
Manicurist/Instructor 4,576 4,899 7.06%
Nail Salon 1,106 1,169 5.70%
Natural Hair Stylist/Instructor/Salon 21 17 (19.05)%
Tanning Facility 2,287 2,290 0.13%
Total 111,588 119,848 7.40%

Investigation and Enforcement Statistics

In FY 2008, the Board incorporated random selection into its inspection process
to remove the potential for personal bias in the selection of businesses to be inspected.
The new system randomly selects a business from a specified zip code and places it on a
"to do" list for an inspector. After the inspection has been completed, the business is
removed from the list. There were 17,023 such random inspections in FY 2008, resulting
in 635 violations and $61,475 in fines collected from these administrative actions.
Separately, the board received 156 official complaints, all of which were investigated.
Through either inspection or investigation, 19 offenses resulted in official hearings, four
of which were settled before the hearing occurred. Table 4 summarizes the Board's
enforcement statistics for the March 2008-March 2009 period.

Table 4. Enforcement Statistics, March 2008-March 2009

Enforcement Action Number
Random Inspections 17,023
Administrative Actions 635
Complaints 156
Disciplinary Hearings 15
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State Board of Cosmetology - Catalog of Budget Line Items

General Services Fund Group
4K90 879609 Operating Expenses

2006 2007 2008 2009 2010 2011
Executive Proposal | Executive Proposal
$2,622,288 $3,379,011 $3,550,510 $3,533,679 $3,533,679 $3,533,679
28.9% 5.1% -0.5% 0.0% 0.0%
Source: GSF: License fees and other assessments collected by the state's professional

and occupational licensing boards

Legal Basis: ORC 4713.02 and 4743.05 (originally established by Am. Sub. H.B. 152 of the
120th G.A.)

Purpose: This appropriation is used to support general operating expenses, including
payroll, supplies, and equipment for the Ohio State Board of Cosmetology.
The Board licenses and regulates individuals and salons in the fields of
cosmetology, esthetics, manicuring, and tanning.

COBLI: 10of 1
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LSC Budget Spreadsheet by Line Item, FY 2010 - FY 2011

As Introduced % Change  As Introduced % Change

Fund  ALI ALI Title 2008 2009 2010 2009 to 2010 2011 2010 to 2011
COS State Board of Cosmetology

4K90 879609 Operating Expenses $ 3,550,510 $ 3,533,679 $ 3,533,679 0.0% $ 3,533,679 0.0%

General Services Fund Group Total $ 3,550,510 $ 3,533,679 $ 3,533,679 0.0% $ 3,533,679 0.0%

Total All Budget Fund Groups $ 3,550,510 $3,533,679 $ 3,533,679 0.0% $ 3,533,679 0.0%

Monday, March 02, 2009 Prepared by the Legislative Service Commission Pagelof 1



