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TO: Members of the Senate Ways & Means Committee

FROM: Daniel Navin — Assistant Vice President, Tax & Economic Policy
DATE: February 23, 2016

RE: Support for Senate Bill 264

This letter is being sent to you to indicate the Ohio Chamber's support for Senate Bill 264,
which would authorize a sales tax exemption for sales of clothing up to $75 and of school
supplies & materials up to $20 during the three-day weekend beginning the first Friday of
August. While the philosophy behind a sales tax holiday espouses undeniable benefits, yet
with some reservations or unresolved questions as to its long-term sustainability, we
believe on balance there are more definite positive outcomes for Ohio's consumers, retail
businesses and the state's revenues that outweigh the perceived drawbacks.

The February 2016 study done by the University of Cincinnati Economics Center does
provide evidence that the sales tax holiday this past August raised sales tax collections. In
that vein, the study indicates consumers purchased more non-exempt items during the
sales tax holiday period in 2015, along with the exempt items, than they otherwise would
have purchased during the same period in 2014. Further, particularly in Ohio border
counties, the study suggests non-Ohio residents from our border states traveled to Ohio
and purchased both exempt and non-exempt items during the sales tax holiday period,
when they would have otherwise purchased those items in their home state.

One additional fact leads to our decision to support the legislation. That is, while Ohio with
the passage of this bill would become the 19th state to adopt some form of a sales tax
holiday, there are no other states that have a border with Ohio that has already adopted
one (although PA completely exempts clothing purchases). Consequently, at least in the



short run, if not the forseeable future, Ohio could expect to have the same competitive
advantage (or lack of competition) as it experienced during the 2015 sales tax holiday.

Finally, it is our understanding that the Department of Taxation intends to put forward an
amendment requiring vendors with more than $3 million or more in sales to provide data of
“sales tax holiday exempt sales” on a county-by-county basis. The Ohio Chamber opposes
this proposed amendment for several reasons, not the least of which is that it creates a
new, more intrusive standard and mandate on business taxpayers to provide potentially
proprietary and confidential information to the state. In addition, many if not most
retailers, and certainly of the size of the companies that would be targeted by this
requirement, don’t track sales of their merchandise by the price of each item sold;
consequently, it would require the affected retailers to devote a substantial amount of
resources and time to provide this data in such granular detail. And, lastly, none of the
other 17 states that has a sales tax holiday requires retailers to gather and prepare any such
special reports or data in advance.

For these reasons, the Ohio Chamber supports SB 264 and would oppose the presumed
Department of Taxation amendment.



