
House Panel Hears Opposition To Raising CAT, Tobacco Taxes; Speaker Expresses 
Doubts On Quick Resolution 

Grocers and cigarette wholesalers asked House members reviewing Gov. John Kasich's latest tax 
proposal to deep-six the part about hiking tax rates on businesses' gross receipts and tobacco 
during a House hearing Wednesday. 

Meanwhile, House Ways & Means Chairman Rep. Jeff McClain (R-Upper Sandusky) said his 
prediction that lawmakers were approaching resolution on a plan to tax fracking may have been 
premature. 

"I tend to be a little optimistic and after we got to talking about it, I'm not sure we'll have it ready," he 
said in an interview. "We're working with the Senate and the administration and there's still some 
points that maybe aren't as agreed to as I thought they might have been." 

Earlier this week, the chairman said he believed a substitute version of the House's plan to create a 
new severance tax on horizontally fractured oil and gas wells (HB 375 ) would likely be ready next 
week. (See Gongwer Ohio Report, March 25, 2014) 

House Speaker Bill Batchelder (R-Medina) said the tax package in general was problematic both in 
terms of getting buy-in from his caucus and agreement with the Senate. 

"Obviously, I would say, in the caucus there is considerable concern about some of the tax matters," 
he told reporters after session. "Those were discussed yesterday with (Budget Director) Tim Keen." 

Following a dinner discussion Tuesday evening with Senate President Keith Faber (R-Celina), the 
speaker said there are also differences of opinion between the two majority caucuses on what to do 
with the commercial activity tax and other matters. 

"I would say at this point there wouldn't be consensus between the two Houses either, so that's a 
tough one on the tax piece," the speaker said. 

Still, he declined to say at this point what parts of the broad mid-biennium review budget package in 
general that he anticipates won't move forward prior to summer recess, adding that the governor 
wants it all. 

Creating a new severance tax on shale wells and raising the Commercial Activity Tax and tobacco 
taxes were part of Gov. Kasich's plan to raise roughly $2.47 billion to offset a $2.64 billion cut to the 
personal income tax by 8.5% over three years. The mid biennium review proposal was designed to 
accomplish the governor's goal of bringing the state's highest PIT rate below 5%. 

Members of the House Ways & Means Committee reviewing the tax portions of the MBR (HB 472 ) 
are far from sold on the plan. 

"That's going to be a tough sell," Chairman McClain said about raising the CAT and tobacco taxes. 

The Ohio Grocers Association and the Ohio Wholesale Marketers Association did their best 
to reinforce that impression during testimony Wednesday, while an Ohio State University 
expert on tobacco regulation tried to encourage members to approve the tax hike on 
cigarettes and "other tobacco products." 
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Nate Filler, OGA's president and CEO, said the proposal to raise the CAT rate from 0.26% to 
0.3% would fall especially heavily on his industry, which operates on a high-volume, low-
profit business model. 

The average profit margin in the grocery business is only 1.5%, he said. "The tax may be 
pennies on the dollar, but so is the grocer's profit." 

The proposed rate hike follows new fees on CAT payers that were included in last year's 
biennial budget bill (HB 59 ), he said. Businesses with gross receipts from $1-2 million must 
pay fees of $800, while those reporting more than $4 million pay $2,600. 

Mr. Filler said grocers cannot simply pass the increased taxes on to consumers because the 
industry is so competitive. 

The witness also testified in opposition to raising tobacco taxes, predicting it would lead to 
losses of $366 million in Ohio retailers' cigarette sales and $106 million from other tobacco 
products that would result in an estimated 1,125 retail and wholesale job losses. 

"From a timing standpoint, the proposed CAT and tobacco increases could not have come at 
a worse time," Mr. Filler said, citing rising food prices and federal health care and credit card 
regulations. 

OWMA Executive Director Beth Wymer said wholesalers that supply convenience stores also 
operate on a high-volume, low-profit business model. 

The industry would be seriously harmed by the plan to raise the cigarette tax by 60 cents and 
increase taxes on cigars, smokeless tobacco and e-cigarettes to roughly equal cigarettes, she said. 

Raising the cigarette tax will increase the cost of a roll of tax stamps covering 50 cases of product 
from $36,825 to $55,500 she said. "That's a huge increase." 

Hiking the tax on other tobacco products will only exacerbate illegal trade, or "trunk slammers," from 
Pennsylvania, which charges no OTP tax, Ms. Wymer said. Moreover, the proposal will drive 
consumers near the borders over state lines where taxes are considerably lower. 

"House Bill 472 nearly triples the OTP tax rate which will do nothing more than give the already 
illegal operators more incentive to come into Ohio, and it will put Ohio's wholesalers and retailers at 
more of a disadvantage all while costing the state tax revenue that should otherwise be collected," 
she said. 

Moreover, raising tobacco taxes will primarily impact the poor, she said, noting that nearly 50% of 
Ohio smokers and 40% of OTP users have a median household income of $25,000 or less. 

Responding to a question from Rep. Doug Green (R-Mt. Orab), Ms. Wymer allowed that some 
people would likely quit smoking if the tax were increased, but she asserted the effect is commonly 
overstated. "If it happened at the degree which the tax increase correlated to, nobody would be 
smoking today." 

OSU professor Micah Berman, of the school's Center of Excellence in Regulatory Tobacco Science, 
said tax policies that increase the price of tobacco are one of three key factors in a successful 
tobacco control program. 
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"Put simply, higher tobacco taxes prompt current users to quit and they make it less likely that kids 
will start smoking," he said, noting that Ohio's current cigarette tax of $1.25 a pack is well below the 
national average. 

Past experience shows that a 10% increase in price leads to a 3-7% decrease in adult smoking rates 
and a 5-15% drop in youth smoking, he said, noting the MBR would raise cigarette taxes by about 
11% over two years. "To put that in context, a 3% reduction in the adult smoking rate in Ohio would 
mean approximately 60,000 fewer smokers." 

Mr. Berman also praised Gov. Kasich's proposal to use $26.9 million from a recent Master 
Settlement Agreement payment to fund tobacco prevention and cessation efforts over five years. 

"This would be a very positive first step towards creating a comprehensive tobacco control program 
that could help connect current smokers to the resources they need to quit and work with 
communities all around Ohio to help reduce youth tobacco use," he said. 

Gavin Devore Leonard, state director of One Ohio Now, questioned the overall goal of cutting 
income taxes, saying it would primarily benefit the wealthy and continue tax-cutting policies that 
have not worked to improve the economy. 

All of the various tax changes that have been implemented since 2005 have resulted in shrinking 
state revenues by about $3 billion a year, he said. That money could likely pay for pre-kindergarten 
education for every child in Ohio, or would go a long way toward fixing ailing infrastructure, reversing 
cuts to the Local Government Fund, or making college more affordable, he said. 

"For $3 billion a year we ought to feel the difference," he said. "Most people don't even know they 
got those tax cuts." 

Mr. Leonard also warned that the bill would trade stable income tax revenue with unstable sources 
like severance and tobacco taxes. 

 


