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MARY TAYLOR

LT. GOVERNOR
STATE OF OHIO

Dear Ohioans:

| am pleased to share with you the 2017 Annual Report for Ohio’s
Common Sense Initiative (CSI). Since 2011, I have led the Common
Sense Initiative and our efforts to create a regulatory climate in Ohio
that promotes job growth while still protecting the health and safety of
our citizens.

Since 2012, when all proposed rules that impact business were
required to go through a CSI analysis, we have reviewed more than
12,500 business-impacting rules, and approximately 61 percent of
those rules have been either amended or rescinded. Our primary role is
to make sure agency regulations are as effective and business-friendly
as possible.

| am grateful for the cooperation of our Cabinet Directors and Licensing Boards and
Commissions, and for the work that many of them are doing to incorporate the CSI principles
into their agency cultures. We are seeing the results of these culture changes in several of the
measures of this report. Governor Kasich’s leadership established regulatory reform as a priority,
and our nine Small Business Advisory Council members have helped keep the CSI Office
focused on the issues that matter the most to the business community.

The foundation of the Common Sense Initiative is listening to our stakeholders and challenging
the way things have always been done. This is the attitude you should expect from your state
government, and we believe that these efforts are making a difference and enhancing the job
creation in Ohio.

There is much work yet to do, but it is clear that significant progress has been made and that the
work of the Common Sense Initiative is contributing to a bright future for Ohio.

Sincerely,

Wxﬁ%&a

Mary Taylor
Lieutenant Governor
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Executive Summary

The CSI strategic plan consists of five objectives:

1. Increase transparency and accessibility in the rulemaking process;

2. Foster a business regulatory climate that promotes a balance between public safety and
economic growth;

3. Promote public awareness of the CSI Office as a resource for the business community;

4. Instill the CSI principles in the long-term culture of state government; and,

5. Cultivate an environment in which businesses are active participants in the regulations
that impact them.

To pursue these objectives, CSI outlined a set of strategies that would have positive impacts
across multiple objectives. The office tracks and measures both its effectiveness in carrying out
the strategies and the impact they have on accomplishing the CSI objectives.

This annual report is organized around the five strategies from the strategic plan. Within the
discussion of each strategy, the report will explain how the strategy impacts the CSI objectives,
and the relevant metrics to track progress in implementing the strategies and achieving the
objectives.

Strategy 1: Review business-impacting rules to ensure business engagement and to balance
the regulatory purpose with the economic impact

In 2017, CSI reviewed 2,613 rules, which were presented in 284 rule packages. Of these rules,
more than 60 percent were either amended or rescinded. More notably, over half of the rule
packages submitted to CSI for review in 2017 were tangibly impacted by the CSI review, either
through the early stakeholder outreach required as part of the CSI process or through additional
changes made after the rules were submitted to CSI. This was also the fourth year that CSI saw
an increase in the number of rescinded rules, as seen in the chart below. These metrics
demonstrate that the CSI rule review is having a significant and substantive influence on making
Ohio’s rules more job-friendly.

341

Rescinded Rules

2012 2013 2014 2015 2016 2017
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This annual report also measures the efficiency of the CSI Office with respect to the length of
time it takes to review a rule package. In 2017, approximately 20 percent of the rule packages
reviewed by CSI were returned within 15 days of the agency’s comment period ending, and 42
percent were returned within 30 days. Those rule packages with longer turnaround times
constitute rule packages where the CSI process required additional work with the agencies and
stakeholders to achieve its mission of more jobs-friendly regulations and responsive state
government.

Strategy 2: Lead partnerships with agencies and business associations to implement CSI
projects that further the CSI vision

Two measures of success in meeting the objective of embedding the CSI principles in the long-
term culture of state government are instances of agencies pursuing their own initiatives to make
doing business easier, and the degree to which adherence to the CSI principles are reflected in
the agencies’ rulemaking activities. With respect to the first, a sampling of agency initiatives is
described in Appendix A. Regarding the second, agencies are addressing and resolving more
rules with business impacts, and many have become more adept at clearly demonstrating and
explaining the public interest being achieved by the rules.

A third track of CSI operation — in addition to the rule review and ombudsman tracks that it has
historically operated along — seeks to partner with agencies and business stakeholders on
proactive, often longer-term initiatives intended to make Ohio more jobs-friendly. Two
initiatives which were ongoing from 2016, modernization of the Ohio Business Gateway and
operation of the Small Business Toolkit, are described in this report. In addition, in 2017 the
Office took on a larger role in Lt. Governor Taylor’s work with the Conference of Great Lakes
and St. Lawrence Governors and Premiers — particularly her leadership of the Great Lakes
Economic Task Force — and has been charged by the Ohio General Assembly with reviewing
antitrust-related activity from state boards and commissions.

Strategy 3: Implement a communication plan to promote outreach to and seek input from
the business community

Raising the awareness of CSlI as a resource to the business community has remained a challenge
that continued to be addressed last year. The CSI Office distributes a “Week in Review” and a
“CSI Digest,” both of which highlight the office’s activities and information about rule packages
under review. CSI also utilizes social media to engage users and communicate with businesses
and individuals impacted by regulations. Data from CSI’s annual survey showed a roughly 60-40
split between respondents who were at least somewhat familiar with CSI, compared with those
who were not familiar. This is an increase from the 50-50 split we saw in the survey from 2016.
The goal will continue to be to increase the percentage that answers “very familiar” while
driving down the percentage that responds “not familiar.”
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Strategy 4: Utilize the Small Business Advisory Council to represent the business
community in implementation of the CSI vision

The Small Business Advisory Council maintained past practice of promoting interaction with the
business community by having one of its five meetings hosted outside the seat of state
government in Columbus. The Council convened in Chillicothe in June, to focus on workforce
development and education. These “regional” meetings are set up to allow local businesses and
attendees to hear from and interact with senior agency officials. The meetings set aside time for
roundtable discussions to assure a candid dialogue between business representatives and
government officials.

Strategy 5: Operate an ombuds function to assist businesses with regulatory issues and
identify broader areas of concern

In 2017, the CSI Office received suggestions and requests for assistance through the CSI web
site or through referral. Issues related to professional licensure constituted the largest segment at
15 percent, followed by various environmental issues at 13 percent. Liquor-related matters
represented six percent of the contacts.

As in past years, the CSI ombudsman success is measured largely through “success stories”
which demonstrate the ability of the CSI Office to intervene and get results for businesses facing
regulatory obstacles. The stories outlined in this report illustrate how CSI has attempted to help
businesses reduce the impact of regulations without undermining the benefit of regulations to
public health and safety.
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Strategy 1: Review business-impacting rules to ensure business engagement and to balance

the regulatory purpose with the economic impact

Rule Review Data

Since January 1, 2012, all proposed rules that impact business are submitted to the CSI Office for
review before they can proceed to the Joint Committee on Agency Rule Review (JCARR), the
legislative committee charged with reviewing executive agency rules for consistency with the
authority granted by the Ohio General Assembly. These rules can be new, amended, rescinded,
or no-change submitted for their statutorily-required five-year review or for an agency-requested
review.

As shown in Table 1, CSI
Table 1: Rules Reviewed by CSI reviewed 2,613 rules in
2017, which is 304 more
rules than in 2016. Of these
2,613 2,613 rules, CSl reviewed
2,316 2,309 380 new rules, 1,241
amended rules, 651 no-
1,519 1,543 change rules, and 341
’ rescinded rules. Since 2012,
CSI has reviewed more than
12,500 rules. To date, all
' ' ' ' ' ' 1| specific recommendations to
2012 2013 2014 2015 2016 2017 agencies regarding
corrective actions have been
implemented, and JCARR has never moved to invalidate a rule after CSI review. In 2017, CSI
issued 11 specific recommendations to agencies. Typically, the CSI review process involves
engaging stakeholders and agencies to make any necessary changes before issuing official
recommendations. As a result, the CSI Office has developed measures to track rule packages that
have changed during the early stakeholder outreach process, which is required before rules are
submitted to CSI, as well as during the CSI review itself. These measurements are better
reflections of the impact of the CSI rule reviews, and in 2017 as was the case in 2016, more than
half of the rule packages were affected in one of these ways.

2,476

Table 2 below illustrates the distribution of rules submitted to CSI from the highest-volume
agencies, and as in previous years, professional licensing boards and commissions submitted the
most rules. Licensing board requirements comprised nearly one-third of the rules reviewed by
CSlin 2017. Of the 857 rules submitted by boards and commissions for CSI review, 42 were
rescinded. Professional licensing can be some of the most impactful regulations in Ohio, and CSI
continues to see many rule packages and stakeholder comments on these issues.
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Table 2: Ten Agencies with the Most Rules Reviewed
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CSI engages stakeholders throughout the rulemaking process to meet its goals of ensuring
regulations are transparent and responsive, while also fair and consistent. In 2017, 935
stakeholder comments were submitted during CSI reviews, and 128 of the 284 rule packages
received comments. Comments received represented a substantial increase from the 593 received
in 2016. The increase was at least partially due to large statutorily-required rule packages such as
those for the new medical marijuana program and Medicaid’s behavioral health redesign.
Additionally, the administration’s acute pain opioid prescribing guidelines garnered a large
number of comments.

Agencies are finding ways to abolish unnecessary or outdated regulations while working to
amend those that must remain. Of the 2,613 rules reviewed by CSI in 2017, 1,582 of them were
either amended or rescinded. A total of 341 rules were rescinded in 2017, which is the most in
the era of CSlI reviews. This continues the four-year trend of increasing the number of rescinded
regulations.

Table 3 represents CSI’s efficiency through review times for each rule package. This data is
measured from the date of the agency’s comment period closing, as a package cannot be
complete without stakeholder engagement and consideration. Just under half of the packages
were reviewed in 30 days or fewer, as CSI works to meet agency deadlines while also
conducting thorough and thoughtful reviews. It is important to understand that the primary
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mission of the rule review process is to ensure that business-impacting rules meet the CSI
standards. If a package does not meet those standards and/or does not properly balance
regulatory objectives with the cost of compliance, the CSI Office will push back on the agency to
obtain answers, justifications, or changes to the rules. Additionally, there were three rule
packages in 2017 rejected by CSI. It is extremely important for state agencies to understand the
necessity for stakeholder engagement in regulating their respective industries. As such, CSI
employed its authority to reject rule packages when the agency failed to do so.

Table 3: 2017 Rule Review Times

H 1-30 days
119 packages m31-60
42% W61+

82 packages
29%

Rule Review Highlights

Medical Marijuana — With the passage of House Bill 523 of the 131st General Assembly,
multiple state agencies were tasked with implementing rules for the state’s newest industry,
medical marijuana, by September 2018. CSI completed its review of the 147 new rules this year,
which include regulating cultivators, dispensaries, testing labs, processors, physicians, patients,
and caregivers. This rules development process required intense stakeholder engagement as 75
stakeholders commented on the packages submitted by the Department of Commerce, Pharmacy
Board, and Medical Board. The CSI process impacted each rule package.

Invasive Plants — In 2017, CSlI reviewed a rule package from the Ohio Department of Agriculture
pertaining to invasive plant species. During CSI review, multiple stakeholders raised concerns
about which plants were included on the list. Specifically, the Ohio Nursery and Landscape
Association (ONLA) noted that certain species had already been cultivated on a large scale at
nurseries across the state. Because of the large amounts of inventory, the rules as drafted would
require those nurseries to destroy their inventories and thereby incur thousands of dollars in
losses. After discussion between the stakeholders and CSI, the Department of Agriculture and
the ONLA came to an agreement on the removal of certain species from the invasive plant list
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and understanding that there will be a grace period for nurseries to phase out their inventories so
that they are able to mitigate costs.

Acute Pain Prescribing Rules — Also in 2017, CSI reviewed rules for the acute prescribing of
opioids, submitted by the Board of Pharmacy, Dental Board, Nursing Board, and Medical Board.
The series of packages established limits on the number of days (seven for adults and five for
minors) and the potency of opiate prescriptions. During the review process, CSI received
numerous comments from state associations including the Ohio Hospital Association and Ohio
State Medical Association. Specifically, both organizations expressed concern regarding the new
reporting requirements imposed on doctors. The rules, submitted by the Board of Pharmacy,
required that prescribers of opiates input a designated code into the Ohio Automated Rx
Reporting System (OARRS) so that the State can track which type of condition a patient was
treated for. Both associations contended that the requirement would force prescribers to take time
to look up the code diagnosis, input it into the system, and thereby create overly burdensome
costs. After CSI discussions with both associations, the Board of Pharmacy amended the rules to
lessen the burden on prescribers and provide compliance assistance while ensuring conditions
can still be tracked.

Medicaid Coverage for Acupuncture — The Ohio Department of Medicaid proposed a new rule to
reimburse licensed acupuncturists for their services. During CSI review, the Department
removed the limitation on place of service so that acupuncture could be provided in a wide
variety of locations. Additionally, chiropractors and acupuncturists raised concerns regarding
scope of practice and the list of qualified diagnoses. Under the proposed rule, acupuncture would
only be covered for low back pain and migraine, even though multiple other conditions exist for
which acupuncture has provided relief. As Ohio faces an unprecedented opiate epidemic, CSI
recognized the need to have Medicaid reimbursement for acupuncture as an alternative for pain
relief even if the reimbursement was limited. Because of the stakeholder concerns and need for
alternative methods for dealing with pain, CSI recommended Medicaid continue to engage
stakeholders to examine the scientific evidence to include more diagnoses and re-evaluate
reimbursement policies. Since sending the recommendation in October, Medicaid has met with
CSI and multiple stakeholders to continue the dialogue and move toward potentially expanding
acupuncture’s coverage.

Skill-Based Amusement Machines — Licensing fees are a substantial impact on business in many
of the rule packages CSI reviews. In August 2016, CSI received a rule package from the Casino
Control Commission regarding licensing for skill-based amusement machines. Some comments
were received expressing concern over the high fees; however, the Commission justified the fees
as it based them on estimates of Commission costs associated with the new regulatory structure
required by statute. In 2017, as the Commission neared the final filings of all the skill-based
amusement machine rules, it revisited the issue of fees with input from stakeholders and
determined it could operate with reduced licensing fees. As a result, the rules have been amended
to reduce fees from $20,000 to $6,000, which will significantly reduce the burden on business as
originally requested through the CSI process.
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Charter School Sponsor Compliance — In 2016, the Ohio Department of Education submitted one
rule pertaining to charter school sponsor compliance in response to legislative changes in House
Bill 2. CSI worked with the Department to get a list of compliance items sent to sponsors and
verification of a certification document that would reduce some of the burden on sponsors. For
the first time, the Joint Committee on Agency Rule Review re-referred the rule to CSI after it
was found that the cost impacts may have been underestimated by the Department. Following the
second review, CSI issued a recommendation memo highlighting new concerns raised by
stakeholders and outlining action steps for the Department before moving forward with the rule.
ODE withdrew the rule and implemented CSI’s recommendations by re-engaging stakeholders.
In 2017, the Department submitted an amended rule package which had much more support from
stakeholders. Based on the previous CSI recommendations and additional stakeholder
engagement, the Department addressed concerns of retroactive rule implementation,
distinguishing between sponsor and school compliance requirements, posting the compliance
lists in a timely manner, and highlighting any compliance items the Department may weight,
generally due to health and safety concerns. These rule changes ensure that the Department has
strengthened charter school regulations while engaging stakeholders to find a less impactful
method.
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Strategy 2: Lead partnerships with agencies and business associations to implement CSI

projects that further the CSI vision

Historically, the CSI Office has operated along two tracks to improve the business climate in
Ohio. The first is the review of jobs-impacting administrative rules, as described in Strategy 1 of
this report. The second track is the operation of an ombudsman function to help businesses
overcome roadblocks in dealing with regulatory agencies, as described in Strategy 5. The third
track, developed as part of the CSI review of its strategic plan in 2014, is to work with state
agencies, business associations, and other stakeholders proactively to address issues that will
improve the business climate, but not necessarily as a result of specific regulatory frustrations
from businesses.

These partnerships tend to be larger policy initiatives that develop over longer timeframes than
any specific rule review or regulatory issue, so by nature there will be fewer occurring at any one
time and each may be ongoing for longer periods of time. In 2017, one such initiative continued
from prior years, and two new initiatives were commenced.

Ohio Business Gateway Modernization (business.ohio.gov/gatewaymodernization)

The Ohio Business Gateway represents a key touchpoint for businesses in Ohio. The
Gateway is the primary online source for business information, tax filing, and other
services offered by the state to the business community. It was originally created in 2002
and has grown since then in the number of services available. A recurring concern the
CSI Office has heard from the business community is that the existing Gateway, while
functional, is difficult to navigate and cumbersome to use. In addition, as the existing
Gateway infrastructure ages and the demands of modern electronic commerce increase,
concerns about the stability of system must be addressed as well.

My Business | Dashboard
Pacfe Bue. i v o-:
- a - °
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Consequently, in 2015 Lt. Governor Mary Taylor assumed the role of Chair of the Ohio
Business Gateway Steering Committee, and through CSI, began spearheading an ongoing
inter-agency project to modernize the Gateway, and engaged in an intensive planning
process involving business users and other Gateway stakeholders. In 2016, the Gateway
Modernization Project entered the implementation phase, and a vendor was brought on
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board to build the reimagined version of the Gateway developed during the planning
phase. The modernized Gateway has the express mission to make doing business in Ohio
simpler and secure. In 2017 the Gateway Modernization Project focused on completing
the last pieces of system design and build, in addition to conducting thorough testing to
make sure all systems are appropriately interacting. This year also included a large effort
for stakeholder outreach and business user testing. Stakeholders were invited in to “kick
the tires” on the system and provide their feedback. Based on suggestions from these
sessions, the Gateway is being reconfigured to provide a more efficient payment and
checkout process. The modernization is scheduled to go live in 2018.

Great Lakes Economic Task Force

The Conference of Great Lakes and St. Lawrence Governors and Premiers represent a
$5.8 trillion economic powerhouse that would, if separate, represent the third largest
economy in the world. As Lt. Governor, Mary Taylor has served as Ohio’s representative
to the Conference and in 2016 was appointed the Chair of the body’s new Economic Task
Force created to inform trade issues and develop cooperative strategies for economic
growth in the Great Lakes region. The work of this task force is to develop an action
agenda to ease cross-border trade, improve regional labor productivity, and support key
economic clusters. Through their meetings and work with stakeholders — including
releasing the Task Force’s first deliverables at the 2017 Conference summit in Detroit
and Windsor — this task force recognized the growing importance of regulatory
cooperation between the Canadian provinces and American states in the region. As Chair,
Lt. Governor Taylor has shared the work of CSI with these other governments and
conversations are ongoing as to how the principles of CSI can translate into regulatory
cooperation and reform on an international scale.

Antitrust Referrals

The Fiscal Year 2018-19 budget bill (House Bill 49) established a new responsibility for
the CSI Office. CSI is now tasked with evaluating referrals concerning actions taken or
proposed to be taken by state boards and commissions that may have anticompetitive
effects on Ohio industries. Referrals may be submitted from the board or commission or
from anyone impacted by the action. This new law gives CSI a powerful new tool to
review professional licensing board actions, which significantly impact Ohio’s regulatory
environment, for actions that serve as impediments to business growth and individual
upward mobility.

CSI has established a system to review these referrals and ensure the statutory
requirements of the Office are met. As part of the legislation, CSI was given rulemaking
authority to implement the review process. As is consistent with the principles of CSl and
what we demand of state agencies, CSI engaged internal and external stakeholders by
providing opportunities to comment on proposed rules before they were filed with
JCARR.

From the beginning, the CSI Office has recognized that improving regulation is as much about
attitude as it is about any specific regulation. A major effort of CSI has been to incorporate the
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CSl values within agencies themselves so that regulators are practicing these values in their daily
activities. Just as the regulatory process is more effective through compliance than through
enforcement, the CSI process has become more effective as it has become a part of agency
cultures, rather than relying on the CSI Office to “fix” regulations. Two measurements of the
success in meeting this objective are instances of agencies pursuing their own initiatives to make
doing business easier, and the degree to which adherence to the CSI principles are reflected in
the agencies’ rulemaking activities.

CSl initiatives by agencies independent of CSI| Office

The CSI process encourages agencies to initiate improvements to their regulations on their own.
While the CSI Office does not have to spearhead every initiative, agencies have been asked to
report on those initiatives so CSI efforts occurring organically within the agencies can be
catalogued. Examples of such initiatives undertaken by the agencies and provided to the CSI
Office can be reviewed in Appendix A.

Compliance among agencies

Draft rules and Business Impact Analyses (BIA) should address unnecessary business impacts
prior to being submitted to CSI for review. As such, tracking the results of the CSI rule reviews
helps identify whether this understanding is occurring. For 2017, the following are some key
statistics from the rule review process demonstrating agency compliance:

2014 2015 2016 2017
Number of Rule Packages 396 317 320 284
Reviewed
CSI Recommendations 14 4 11 11
Rule Packages Rejected by CSI 0 0 0 3
Revised Business Impact Analyses | 105 58 46 32
Percent of Rule Packages with 26% 18% 14% 11%
Revised BIA

For the third year, CSI asked Ohio businesses and associations to complete a survey. The survey
asked respondents who had participated in a rulemaking during 2017 how receptive they thought
the relevant agency was to input from the business community. Respondents characterized
agencies as being “very receptive” 32 percent of the time and “somewhat receptive” 44 percent
of the time. Compared with the 2016 survey results (29 percent “very receptive,” 38 percent
“somewhat receptive”), the 2017 results moved in a positive direction. This is consistent with
other measurements. Likewise, the lower percentage of revised BIAs seems to indicate continued
improvement in the agencies’ collective ability to better explain the public interest being
advanced by the rules.

In evaluating the broader business climate in Ohio, the changes in the regulatory climate are
important but may also be the most difficult to measure. Moreover, regulatory reform is but one
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piece of the state’s overall economic development efforts and by itself does not drive Ohio’s
economic performance. However, there are broader performance indicators that can help identify
whether CSI is having an impact on Ohio’s regulatory environment. The measures that CSI uses
to track progress can be found in Appendix B.

Understanding and tracking where Ohio stands, the role that regulations play in the perception of
our state, and any impact of CSI on that perception are important measures to guide our
operations. In the survey itself, two questions in particular are intended to help measure how the
business community feels about Ohio’s current regulatory environment. Specifically, 36 percent
of respondents felt that Ohio’s regulatory environment had gotten better over the last five years,
up from 27 percent in the previous year. The percentage of respondents who felt the regulatory
environment had gotten worse was 11 percent, down from 25 percent in the previous year. As far
as a letter grade for the current regulatory environment, the vast majority (85 percent) gave Ohio
a grade of B or C. Regardless of progress, room for improvement exists. The perception of
Ohio’s regulatory climate influences the state’s ability to attract and retain jobs.
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Strategy 3: Implement a communication plan to promote outreach to and seek input from

the business community

It is important that the CSI Office effectively communicate its successes and failures so that
stakeholders have an accurate perception of Ohio’s regulations. Communication flowing in both
directions is critical to the success of the initiative.

The CSI website (www.governor.ohio.gov/CSl) is intended to encourage more public input into
the regulatory process. Rule packages under review in the CSI Office are updated online to
include the Business Impact Analysis (BIA), the comment period time frame, CSI’s
recommendation, the agency response, and a link to allow the public to comment on each
package. Visitors to the website also have access to a fact sheet about CSI with updated statistics,
the CSI Office Strategic Plan, annual and semi-annual reports, a blank BIA form, and
information about the Small Business Advisory Council. Additionally businesses understand and
use the CSI Small Business Toolkit to more easily utilize the regulatory reform services relevant
to them.

The CSI Small Business Toolkit (www.governor.ohio.gov/CSIToolkit) provides a one-stop-shop
for small businesses to find the information they need to better navigate Ohio’s regulatory
environment. The concept of the Toolkit was conceived by business members of the Council of
Smaller Enterprises (COSE), the small business division of the Greater Cleveland Partnership
(GCP). Since regulations can be confusing and it is sometimes difficult for small business to
know how to reach out for help, the Toolkit allows a small business to find out how to utilize the
various resources available through the CSI Office, or to become involved in the development of
a regulation.

The CSI Office distributes “Week in Review” and “CSI Digest” newsletters, highlighting the
office’s activities and information about rule packages under review. Both are posted on the
website, promoted via social media, and emailed directly to stakeholders to proactively share
these resources.

All of these efforts are undertaken by the CSI Office to promote public awareness of the office as
a resource for the business community. For the 2017 business survey, the percentage of
respondents characterizing their degree of familiarity with CSI is shown in Table 4. When
compared with the previous year, two data points stand out. First, the percentage of respondents
unfamiliar with CSI decreased to 39 percent from 49 percent. Secondly, for the first time the
percentage of persons who indicated that they were at least somewhat familiar with CSI was
greater than those who were unfamiliar with the office.
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Table 4: Familiarity with CSI

Not
Familiar Very
30,0% Familiar
21.4%

Somewhat
Familiar
39.6%

The objective of all of this activity is to cultivate an environment in which the business
community actively participates in the regulations that impact them. The percentage of business
respondents who indicated that they had participated in an agency rulemaking during the
previous calendar year was unchanged at 22 percent. Nonetheless, 2017 saw significant increases
in the stakeholder participation in the rulemaking process as indicated by the 935 comments CSI
received on various rules. That rate of comment was driven by the medical marijuana rules and
proposed changes to Medicaid rules. Nevertheless, the 935 comments represent a 58 percent
increase over 2016. Additionally, 45 percent of the rule packages received comments, up from
36 percent the previous year, indicating that the breadth of comment also increased.
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Strategy 4: Utilize the Small Business Advisory Council to represent the business

community in implementation of the CSI vision

One of CSI’s objectives is to cultivate an environment in which businesses are active participants
in the rulemaking process for regulations. For the Common Sense Initiative to be as effective as
possible, businesses and/or organizations that support businesses need to participate in the
regulatory process and represent their respective interests directly. That message has a greater
chance of being heard and acted upon by the business community when it is delivered by fellow
business persons.

A business that has had a positive interaction with CSI and mentions it to other local business
owners is one mode for having that message delivered. A complementary proactive approach
consists of the Small Business Advisory Council interacting with the business community in
their capacity as Council members. To facilitate this, one of the Council’s five meetings in 2017
was held “on the road” and hosted by the Chillicothe Ross Chamber of Commerce in June. In
addition to allowing local businesses and attendees to interact with senior agency officials, these
meetings incorporate roundtable discussions so that attendees can interact directly with the
Council members (see Appendix C for the current roster) and talk about the regulatory issues
that impact their business operations.

At its 2017 meetings, in addition to specific CSl-related information, the Council spoke with
Cabinet directors and agency senior staff on major issues that affect small businesses. This
included topics such as:

Small Business Start-Ups

The Council met with the Director of the Ohio Development Services Agency to discuss the
Ohio Third Frontier. In addition to providing a brief history of its creation in the 2000s and its
focus on increasing the commercialization of Ohio’s research and development capacity, the
Director highlighted two programs: the Entrepreneurial Signature Program (ESP) and the Pre-
Seed/Seed Plus Fund Capitalization Program. The ESP consists of a robust network of
entrepreneurial services and capital, while the Pre-Seed/Seed Plus Fund Capitalization Program
provides investment capital for early-stage technology companies.

The Council also met with representatives from Your Management Team (a consultancy focused
on helping entrepreneurs grow their businesses and educating the community on the needs of
microbusinesses) to talk about the challenges facing the microbusiness segment of the small
business sector. They discussed proposed legislation to develop programs more focused on
assisting that segment of the small business sector.

Environmental Compliance Assistance
The Chief of Ohio EPA’s Division of Environmental & Financial Assistance talked to the
Council about the resources available through Ohio EPA to help businesses comply with
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environmental requirements. They discussed the emphasis Ohio EPA devotes to helping
businesses develop compliance solutions and avoid enforcement actions. For example, the Office
of Compliance Assistance and Pollution Prevention (OCAPP) provides free and confidential on-
site assistance to help companies evaluate pollution prevention opportunities and identify
potential funding resources.

Medical Marijuana

The Ohio Department of Commerce, Ohio Medical Board, Ohio Board of Nursing, and Ohio
Board of Pharmacy briefed the Council on the regulatory framework being established to govern
the cultivation, processing, distribution, and use of medical marijuana. From a business
perspective, Council members expressed concerns about the ability of small businesses to
participate given the fees and capital costs and also the potential for out-of-state businesses to be
advantaged over Ohio-based businesses.

Smart Transportation

Senior staff from the Ohio Department of Transportation discussed the State’s efforts to keep
pace with the coming changes driven by the growth of autonomous transportation. The Council
was given an overview of the differing mobile and fixed technologies being tested in Ohio in
designated smart mobility corridors.

Workforce Development

Having consistently expressed concern about potential over-emphasis on the four-year college
route of high school students at the expense of skilled trades, vocational education and other
post-high school pathways into the workforce, the Council discussed K-12 education and
workforce preparation with the Ohio Department of Education (ODE). The ODE representative
stated that only 58 percent of Ohio high school students who enter college obtain a degree within
six years. The remaining 42 percent accumulate student debt but ultimately have no degree to
show for it. The ODE representative focused on efforts within the state to diversify post-high
school workforce preparation beyond the heavy emphasis on college entrance. The efforts focus
on first helping a student determine what career they want to pursue, and then identifying
stepping-stone professional credentials and certifications that are of immediate use to employers,
provide practical learning and experience, and prepare the student for the next step on their path
toward their ultimate career goal.

Improving Agency Operational Efficiencies

The State’s LeanOhio office met with the Council to share an overview of its organization and
mission to “make state government in Ohio simpler, faster, better, and less costly.” LeanOhio
personnel obtained Lean Six Sigma certification through training provided by Fortune 500 firms
and, in turn, have trained Lean Liaisons in every Cabinet agency. As a case study, LeanOhio
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highlighted an example working with the Bureau of Motor Vehicle’s mail-in vehicle registration
renewal process and the significant, sustainable process improvements gained by the agency’s
customers.

Human Services Innovation

The Council met with the Director of the Ohio Department of Job and Family Services to discuss
the agency’s efforts to take a more holistic approach by focusing on client services. The agency
has an enhanced focus on persons aged 16-24 who are most at risk of failing to make the
transition to a gainfully employed adulthood. A case plan is made to stabilize each client by
addressing immediate needs and then developing an individualized plan with a goal and action
plan for re-entering and remaining in the work force.
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Strategy 5: Operate an ombuds function to assist businesses with regulatory issues and

identify broader areas of concern

As part of its efforts to foster a business climate that promotes a balance between public safety
and economic growth, CSI has always functioned in an ombudsman capacity to assist businesses
with regulatory issues lying outside the formal rulemaking process. In 2017, the CSI Office
received suggestions and requests for assistance on matters ranging from professional licensure
to the medical marijuana control program.

Success Stories

Previous reports have established that the ombudsman track of CSI operations is less quantifiable
in terms of the number of regulations impacted. Reporting has focused on communicating stories
of CSI successes to demonstrate change to the business community and to encourage others to
engage. Throughout its existence, these success stories have served to define the CSI operations
and impact. As such, this section is intended to help illustrate the way in which the CSI Office
can help resolve regulatory matters with agencies beyond the rule review process.

Neo-Natal Addiction Treatment — CSI assisted Brigid’s Path, a neo-natal care center and second
of its kind in the U.S., develop a pilot program with the Ohio Departments of Health, Medicaid,
Mental Health and Addiction Services, and Jobs and Family Services. The facility provides
extended stay and care for babies born chemically dependent, typically on opioids. In addition to
providing medical care, the facility also offers services to mothers such as job placement and
counseling. The new and unique nature of the program meant that the health and safety protocols
and data reporting which apply to more traditional and established types of programs did not
always fit if applied directly to the innovative pilot program. CSI helped facilitate negotiations
between the parties to tailor the requirements without compromising the health and safety goals
of those requirements. These included the amount of staff required; administration of certain
medications; and the frequency that data be reported to state agencies. With CSI’s help, all
parties came to agreement and the guidelines for the innovative pilot program were crafted and
agreed to in less than 60 days.

Construction Permit Timing — A food processing company in northeast Ohio seeking to expand
its existing warehouse had reached an agreement with the city to acquire land on which the Ohio
Department of Transportation (ODOT) held an easement. Construction on the project could not
begin without knowing whether ODOT would relinquish the easement, and the company was
told that the process consisted of several steps and could take up to two months to fully
complete. After being contacted by the company, CSI reached out to ODOT and working
together, the solution gave the company the proper go-ahead for construction in two weeks rather
than two months.

Farmers’ Markets — A central Ohio farmer contacted CSI to highlight that farmers from different
counties had different requirements on how they were to keep perishable food cold at farmers’
markets. As a result, in any given farmers’ market one farmer might be required to have a
refrigerated chest powered by a portable generator to keep meat cold while another farmer might
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only be required to use ice packs and insulated chests to keep meat at the required safe
temperature. Upon investigating the issue, CSI learned that a vendor must have a license issued
by a local health department in order to sell food at a farmers’ market that requires refrigeration
for safety — such as meat, eggs and cheese. CSI was able to have the Ohio Department of
Agriculture and the Ohio Department of Health re-issue a February 2010 Letter of Opinion
reminding local health departments that they can allow refrigeration equipment, which has not
been approved by a recognized testing agency, as long as the equipment keeps the food at
appropriate temperatures and does not compromise food safety.

Restaurant Indoor/Outdoor Interfaces — CSI was contacted by a local chamber of commerce
located in southwest Ohio. As part of an effort to establish a dining and entertainment corridor to
help drive revitalization its local downtown, the chamber was looking to promote the
development of restaurants with the fashionable trend of large windows or walls that could be
opened or rolled up. However, initial discussions with the city government created the
impression that such restaurant designs were prohibited by the Ohio Food Safety Code. CSI
engaged all the parties to the issue and helped them resolve the confusion and come to an
understanding that, properly designed, such restaurants were not prohibited.

Workers” Compensation — CSI was contacted by a business located in western Ohio that sells
and rents power equipment. The owner had mistakenly self-enrolled into workers’ compensation
despite being a business with no employees, so enrollment was optional. As a result of the
confusion and frustration caused by the subsequent billing for the inaccurate registration, the
business contacted CSI for help. CSI worked with the Bureau of Workers” Compensation to get
the registration and billing corrected so that the owner would no longer be billed in a way that
wasn’t appropriate for his business.
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Appendix A — Examples of Agency CSI Initiatives

APPENDIX A: EXAMPLES OF AGENCY CSI INITIATIVES

1 Easier Certification: In 2011, the PASSPORT Program began offering Enhanced Community
Living (ECL) as a personal-care-like service for older individuals living in senior apartment
buildings. However, Aging’s rule for ECL required that providers be certified by Medicare in
order to be certified by Aging. In contrast, Aging’s rules for providers of personal care and
providers of any other personal-care-like service did not require Medicare certification.
Consequently, few would-be ECL providers were certified which in turn limited the reach of
the ECL program. In 2017, there were only two providers certified to provide ECL. To address
the issue, Aging amended its rules so that effective November 1, 2017 the requirements to
become an ECL provider were made similar to those for other personal-care-like services and
no longer requires Medicare certification.

OHIO EPA

9 Division of Environmental and Financial Assistance:

o

Air Source Permitting Exemptions for Small Business Activities: During 2017, Ohio
EPA’s Office of Compliance Assistance and Pollution Prevention (OCAPP) worked
with the Division of Air Pollution Control (DAPC) to draft exemption language from
air permitting requirements for several emission units/activities that are common at
small businesses, including: electric arc welding, torch cutting, rubber extrusion, rubber
milling, pet crematoriums and small aggregate piles. OCAPP also worked with DAPC
to create a streamlined permit-by-rule provision for small metal coating operations.
Once finalized in rules during 2018, these will eliminate and/or streamline air
permitting requirements for some common small business-related activities

Ohio Materials Marketplace: In April 2017, the Ohio Materials Marketplace (OMM)
was launched as a free, online platform to help businesses find outlets for reuse of their
recyclable materials and by-products. The tool helps connect businesses with other
organizations that can reuse materials, helping to reduce costs associated with landfill
disposal. Since OMM was launched, over 400 businesses and communities have joined
and 64,000 pounds of materials have been diverted from landfills.

Helping Business with Environmental Permitting and Regulations: OCAPP helped
businesses complete 944 environmental forms, permits or other related paperwork. By
directly assisting small businesses in completing their paperwork, they recognize
significant savings in costs that would have otherwise been spent on consulting
services. In addition, OCAPP’s proactive approach to outreach included participating in
99 education events to help businesses understand their environmental requirements
and identify resources available through Ohio EPA to help them meet these
requirements and save money through environmentally sustainable practices.

9 Division of Materials and Waste Management

(0]

In April 2017, the Division began a new program for issuing permits for the beneficial
reuse of certain common waste materials like foundry sand, sewage sludge incinerator
ash, drinking water treatment sludge, and dredged material from federal waterways.
The program developed General Permits for the reuse of foundry sand and sewage
sludge incinerator ash, which apply statewide and ensure consistent testing and
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operating practices for reuse of the materials. The General Permits replace a less
efficient, case-by-case permitting system that lacked consistency and clear instructions
for permit applicants. General Permits can be processed quickly and potential
applicants can view the application and permit conditions in advance to better
understand their future obligations. The program continues to develop more General
Permits for additional uses.

MENTAL HEALTH AND ADDICTION SERVICES

1 Rules were amended so that providers who offer both mental health (MH) and substance use
disorder (SUD) assessments, counseling, medical, and crisis services can now do so under a
single certification, rather than having to obtain both separate MH and SUD certifications. In
addition, other services and programs that required separate certifications were combined. For
example, SUD residential and sub-acute detox programs can be provided under a single
certification, rather than two. Also, to reduce paperwork, a provider can expand services within
the defined service category without seeking additional certification. Take for instance general
services, a single certification covering assessment, counseling and medical services. A
provider certified under general services initially offering only assessment and counseling
services can expand and begin providing medical services without seeking additional
certification.

9 State law and regulations for methadone licensure were updated to remove the restriction that
only non-profits and government agencies can be licensed as a methadone treatment provider.
In addition, the previous requirement that providers be certified for non-methadone treatment
services for at least two years before being allowed to apply for methadone licensure was
reduced to two months.

NATURAL RESOURCES
9 Division of Mineral Resources Management

o Working with Ohio University, the Division developed a regulatory water database that
is easily accessible to the general public and to the coal and industrial mineral
companies in Ohio. This information is available to Ohio operators for inclusion in
their mining applications (when applicable) as a way to reduce sampling time and costs.

o The Division implemented an electronic permitting system (EPS) for Ohio coal
operators. EPS is 100 percent electronic and eliminates the need for paper application
submittals, reduces application costs to the operator and decreases time spent in the
revision process.

o The Division developed and implemented an electronic pay estimate system for the
Abandoned Mine Land (AML) program. This system allows for change orders to be
made to the contract electronically and pay estimates. This significantly decreases the
time required to advance payment to contractors. Additionally, the AML bid documents
are now online, available for contractors to download and review at no cost.

9 Division of Oil and Gas Resources Management

0 The Division’s Orphan Well Program began bundling orphan well contractor
opportunities in January 2017. Over the previous months, the Division performed an
extensive review of its contractor plugging agreements, established a list of bonded and
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insured contractors and geographically combined individual orphan wells into
combined plugging projects. Feedback from contractors indicates that bundled projects
are attractive bid opportunities by reducing equipment mobilization time and costs. The
Division benefits from these efficiency cost savings through the competitive bidding
process, while retaining the ability to prioritize orphan wells based on public health and
safety evaluation considerations.

9 Division of Forestry

(0]

TAXATION

The Division developed a new website designed to help logging and forester companies
obtain quick and easy access to the requirements of the silvicultural pollution
abatement law. The website includes a free PDF version of the Best Management
Practices for Erosion Control guidebook, which is referenced in the law. Prior to this
change, the guidebook was only available for purchase through a single source.

The Division also worked to revise Ohio law to make the posting of bond more
efficient for the logging contractor when signing a timber sale agreement, while still
protecting the State’s resources in case of potential damage done by contractor. The
Chief of the ODNR Division of Forestry is now able to set the bond rate to more
closely match the needs of the job, which protects a contractor from posting a required
timber contract bond that is either unnecessarily high or impudently low.

1 Centralized Filing of the Municipal Net Profit Tax on Business

(0]

Problem: Business taxpayers in Ohio who earn income in more than one municipality
have been required to file a tax return in each of those communities. The result is a
complex, burdensome local tax system that has been called the worst in the country.
For businesses the cost of compliance often costs more than the amount of tax owed.
Solution: The Department of Taxation, working with the Governor, more than thirty
statewide business associations, and the General Assembly, developed a centralized
filing system that will allow business taxpayers to file one return with the state of Ohio
that will satisfy the tax obligations for every community to which tax is owed. If every
business chooses to use the optional, new system, the potential savings in tax
compliance costs could exceed $800 million a year.

91 Simplify Real Property Appeals

(0]

0]

Problem: Typically, a Board of Revision (BOR) decision is appealed directly to the
Board of Tax Appeals (BTA). However, there is a single real property issue that must
first be appealed to the Tax Commissioner, adding an extra, unnecessary step to the
process.

Solution: Create consistency by allowing a taxpayer to appeal any decision by a BOR
directly to the BTA.

I Abolish ODT’s Administrative Fees Related to IT1040 Donations

0]

Problem: ODT is entitled to retain an administrative fee of up to 2.5 percent of the
amount designated as donations on personal income tax returns (military injury relief,
breast/cervical cancer, Wishes for Sick Children, state nature preserves, wildlife
species, Ohio History Fund). As the number of eligible causes has increased, donations
to individual causes have dropped. The fees retained by ODT are insignificant.
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0 Solution: Repeal the administrative fee so that all donations are distributed to the

respective causes.
1 Simplify the Personal Use Exemption from Severance Tax

0 Problem: People who have gas wells on their property do not pay the severance tax on
the first $1,000 market value of gas they use themselves. However, because the wells
are not metered and market prices change frequently, there is no way for the taxpayer to
accurately know how much they use to determine whether they have gone over the
threshold and owe the severance tax.

0 Solution: Remove the market value calculation and exempt all of the homeowner’s
personal use of gas produced on their land.
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APPENDIX B — STATEWIDE MEASURES OF PROGRESS

December Unemployment Rates (Ohio & National)
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Source: Ohio Labor Market Information — www.ohiolmi.com

Private Investment Projects
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2010 — 304 projects totaling approximately $4.8 billion and 16,341 jobs created
2011 — 468 projects totaling approximately $6.5 billion and 28,213 jobs created
2012 — 456 projects totaling approximately $7.5 billion and 26,886 jobs created
2013 — 409 projects totaling approximately $6.0 billion and 20,686 jobs created
2014 — 490 projects totaling approximately $5.4 billion and 25,249 jobs created
2015 — 469 projects totaling approximately $5.9 billion and 27,496 jobs created
2016 — 498 projects totaling approximately $6.3 billion and 26,644 jobs created
(Most Recent Data)

Note: Qualifying projects involve minimum $1 million investment, 20,000 square feet, or 50 jobs.
(Source: Ohio Private Investment Survey, Ohio Development Services Agency)

Forbes Best States for Business and Careers

= =4 =8 =8 -8 a1

2011 Ohio Overall — 38th
2012 Ohio Overall — 33rd
2013 Ohio Overall — 29th
2014 Ohio Overall — 26th
2015 Ohio Overall — 15th
2016 Ohio Overall — 11th
2017 Ohio Overall — 14th

2011 Ohio Regulatory Climate — 10th
2012 Ohio Regulatory Climate — 16th
2013 Ohio Regulatory Climate — 7th
2014 Ohio Regulatory Climate — 6th
2015 Ohio Regulatory Climate — 5th
2016 Ohio Regulatory Climate — 10th
2017 Ohio Regulatory Climate — 12th
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Site Selection Top State Business Climate Rankings

2011 2012 2013 2014 2015 2016 2017
Overall 9th 2nd 4th 5th 5th 3rd 4th
Executive 8th oth 10th oth 11th 11th oth
Survey Rank
Competitiveness | 4 3rd 6th oth oth 8th 6th
Rank
New Plant Rank | 2nd 1st 2nd 6th 5th 8th 9th

Chief Executive Magazine Best & Worst States for Business

2012 Ohio Overall — 35th Ohio Taxation and Regulation — 35th (4.25)
2013 Ohio Overall — 22nd Ohio Taxation and Regulation — 33rd (5.31)
2014 Ohio Overall — 27th Ohio Taxation and Regulation — 34th (5.49)
2015 Ohio Overall — 22nd Ohio Taxation and Regulation — 2 % stars"
2016 Ohio Overall — 10th Ohio Taxation and Regulation® — 24th

2017 Ohio Overall — 11th Ohio Taxation and Regulation — 24th

CNBC’s America’s Top States for Business

2011 Ohio Overall — 23rd Ohio Business Friendliness — 42nd
2012 Ohio Overall — 25th Ohio Business Friendliness — 37th
2013 Ohio Overall — 28th Ohio Business Friendliness — 33rd
2014 Ohio Overall — 18th Ohio Business Friendliness — 33rd
2015 Ohio Overall — 23rd Ohio Business Friendliness — 37th
2016 Ohio Overall — 21st Ohio Business Friendliness — 37th
2017 Ohio Overall — 16th Ohio Business Friendliness — 37th

! In 2015, the “Taxes and Regulation” category was scored on a five-star basis, but no comparison state rankings were
provided.

? The ranking system for this specific category has been changed by the publishing magazine in each of the last three years.
Where possible, the original published data has been converted to ordinal ranking. The original published data is shown in
parentheses.
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APPENDIX C: SMALL BUSINESS ADVISORY COUNCIL ROSTER

ORLANDO ALONSO MICHAEL BAACH MICHAEL CANTY

Columbus Pest Control, Inc. Philpott Solutions Group Alloy Bellows & Precision Welding, Inc.
Office: (614) 279-1587 Office: (330) 225-3344 Office: (440) 648-3000
Lonnie@columbuspestcontrolinc.com  mbaach@philpottsolutions.com m.canty@alloybellows.com

THOMAS DEMALINE CRYSTAL FAULKNER RICHARD FEDOROVICH
Willoway Nurseries MCM CPAs & Advisors Bober Markey Fedorovich
Office: (440) 934-4435 Office: (513) 768-6798 Office: (330) 762-9785
tom@willowaynurseries.com Crystal.Faulkner@mcmcpa.com rfedorovich@bobermarkey.com

9

: -
MICHAEL FLOWERS LORRAINE WALKER ONE OPEN SEAT
Steptoe & Johnson PLLC Silver Bridge Coffee Company
Office: 614-456-1655 Office: (740) 612-6300

Michael.Flowers@steptoe-johnson.com lorraine@silverbridgecoffee.com
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