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OMA Tax Policy Committee 
May 20, 2014 

 
AGENDA 

 
Welcome & Self-Introductions: Allan Thompson, Chairman 

A K Steel Corporation 
  
Guest Speaker State Representative Jeff McClain 

Chairman 
House Ways and Means Committee 
 

OMA Counsel’s Report Mark Engel 
Bricker & Eckler 
 

Ohio Unemployment Tax Presentation 
 

Dan Hilson 
Roetzel & Andress 
 

OMA Public Policy Report 
 
 
Discussion Items 

Rob Brundrett 
OMA Staff 
 
Severance tax 
Mid-biennium review 
OMA tax policy priorities 

  
 
Please RSVP to attend this meeting (indicate if you are attending in-person or by 
teleconference) by contacting Denise: dlocke@ohiomfg.com or (614) 224-5111 or toll 
free at (800) 662-4463. 
 
Additional committee meetings or teleconferences, if needed, will be scheduled at the 
call of the Chair. 
 

Thanks to Today’s Meeting Sponsor: 
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Representative Jeff McClain 
87th House District

 
State Representative Jeff McClain is serving his third term in the Ohio House

of Representatives for all the citizens of Wyandot, Crawford and Morrow

counties and parts of Marion and Seneca counties.
 
Prior to his time in the House, Jeff was the Wyandot County Auditor for more

than 26 years.  He has served on many professional, community and faith-

based boards over the years. 
 
Jeff has a Bachelor of Business Administration in higher accounting from

Tiffin University.  While in school, he was a scholarship athlete competing in

baseball and basketball for the Dragons.
 

In his tenure as a representative, McClain has been named a "Friend of Agriculture" by the Ohio Farm Bureau,

awarded the "Watchdog of the Treasury" award in 2010 and 2012 by the United Conservatives of Ohio, and was

named the "Elected Official of the Year" by the Ohio District 5 Area Agency on Aging, as well as the Ohio

Association of Area Agencies on Aging.
 
The McClain family that Jeff and Barb are blessed with are Riordan and Sarah McClain, Chad and Mallory

Guined, and Mackenzie McClain.  There are also three lovely little granddaughters named Norah, Makaria, and

Fiona.
 

The Ohio Statehouse       Columbus, Ohio 43215       (614) 644-6265       rep87@ohiohouse.gov
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Presented by: 

 Dan Hilson 

SUTA 
An Overview and Status Update of 

Unemployment Compensation in Ohio 

© Roetzel & Andress LPA 2013 May 16, 2014 
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FUTA VS. SUTA 

FUTA 
• Federal Unemployment Tax Act (1939) 

• Federal law that imposes a federal employer tax to assist in funding state 
workforce agencies  

• Filed with the IRS 
 

• Through June 30, 2011, the FUTA imposed a tax of 6.2% 
• Permanent rate of 6.0% and temporary rate of 0.2%, passed by Congress in 

1976 
• Futa imposed a 6.2% tax on first $7,000 of gross earnings per year, per 

employee. 
 

• After July 1, 2011, the rate decreased to 6.0%. 
• Law provides a credit against federal liability of up to 5.4% for employers 

who pay state taxes on time under an approved state UI (Unemployment 
Insurance) program, effectively lowering the FUTA tax to 0.6%.  

Page 36 of 95



• Federal government 
requires a state with a 
negative fund balance to 
increase the FUTA rate by 
3/10th or 0.3 percent each 
year that the state fund 
has a negative balance. 

 

• Employers operating in 
Ohio have seen their 
FUTA rate increase in the 
last three years from 0.6 
to 1.5 in 2013. 

 

• It will increase to 1.8% in 
2014. 

 

DELINQUENT STATE TRUST FUND BALANCES 

RALAW.COM         3 
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FUTA VS. SUTA 

SUTA 
• State Unemployment Tax Authority  

• State unemployment tax (form of payroll tax) 
• Part of the nation’s unemployment insurance program 
• Paid by an employer and is added to a fund that can be used by a 

qualifying employee for a set time if they become unemployed (26 
weeks unless extended. During the recession, the benefits were 
extended to 99 weeks).  

• Each state has different requirements, but all require employers to pay a 
SUTA tax based upon some formula of payroll and experience for all 
employees, unless exempt. 

 

• Paid by employer, deposited in state trust fund, used by 

qualifying employees if they become unemployed 
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OVERVIEW OF SUTA IN OHIO 

 

• Current taxable wage base: SUTA tax is paid on the first 

$9,000 in reportable wages 

 

• Current minimum tax rate based upon experience: 0.3% 

 

• Current maximum tax rate based upon experience: 8.4% 

 

• New Employer starts at 2.7% 

 

• Average Employer rate is 2.9% 
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• Trust Fund has a negative balance 

 

• The goal is to reduce the negative balance by 

increasing SUTA revenues. 

• What are the options? 

• Should Ohio raise its base wage from, $9,000 in wages? 

• Should Ohio add surtaxes? 

• Should Ohio raise the experience rate structure? 

• Current rate ranges 0.3% to 8.4% 

 

OHIO’S UNEMPLOYMENT TAX 

RALAW.COM         6 
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• Arguably raising rates 
or the wage base can 
actually lower revenue. 

 

• States with the best tax 
systems are actually 
the most competitive at 
attracting new 
businesses. 
• New businesses increase 

employment which 
generates more revenue  

 

OHIO’S UNEMPLOYMENT TAX 

RALAW.COM         7 
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HISTORICAL PERSPECTIVE  

• Ohio suffered from the global recession in the early 

1980s, the last major recession before 2007.  

• As a result, Ohio’s trust fund had a negative balance from 1983-1992 

• Ohio utilized several strategies beginning in 1990 
• Lowered minimum tax rate from 0.5 to 0.3 

• Raised maximum tax rate from 5.5 to 8.4 

• Moved taxable wage rate from $7,000, to $8,000, to $9,000 over 4 years 

• Eliminated mutualized account write-offs 

 

• Ohio’s trust fund returned to a negative balance in 

2009. 

• Trust fund had a peak negative balance of 2.6 billion, it is currently at 
1.5 billion  

Page 42 of 95
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HOW DOES OHIO TAKE ACTION? 

• The Unemployment Compensation Advisory Council 

is a 12-member panel of business, labor, and 

legislative leaders tasked with overseeing Ohio’s 
unemployment trust fund – How is it doing? 

• Hasn’t met in over three years 
• No valid members.  Appointments are supposed to be made by 

the Governor and House and Senate Leadership 
• Has not submitted recommendations to the General Assembly 

since 2006 
• Ohio’s trust fund has a negative balance of 1.5 billion 
• Interest on the 2014 debt is 1.75 million annually 
• What happens when interest rates increase? 
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WHAT OTHER STATES ARE DOING 

• Some states are:  
1. Using general funds or issue bonds to pay down the debt (results in 

employers paying less) 
2. Shoring up unemployment funds by raising taxes on employers  
3. Cutting benefits by reducing the amounts paid or length of time benefits 

are paid 
4. Structuring their systems to trigger an increase in employer taxes when 

their trust fund reaches a certain level 
5. Enacted special assessments or surtaxes to repay loans 
 

• Vermont capped maximum weekly benefit at $425 and 
made workers wait a week with no income before 
making benefits available 

 

• Texas, Pennsylvania, and Michigan sold bonds to pay 
off loans 
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PROJECTION FOR THE FUTURE 

• Without state changes, of which the state 
has none authorized, it will take Ohio 4-6 

more years before the trust fund has a 
positive balance.  
 

• There will continue to be a 0.3% increase 
in the FUTA tax rate until Ohio’s fund 
balance is no longer negative.  

RALAW.COM                                 11 
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1. Explore some options used in other states 
• Issue bonds to lock in lower interest rates 
• Cut benefits 
• Cap the number of weekly benefits 
• Raise employer taxes 
• Raise the wage base 
 

2. Reconvene Unemployment Compensation Advisory Council  

 

3. Look at solutions from past: 
• Raise Taxable Wage Base (above $9,000) 
• Increase Minimum Tax Rate (0.3%) 
• Extend Maximum Tax Rate (8.4%) 
• Enact a surtax 

 

4. Introduction of Legislation 
• House Bill 329 - FEDERAL FUNDS REPAYMENT-UNEMPLOYMENT BENEFITS (HALL, D) 

• To require the Director of Budget and Management to make payments on the balance of 
amounts borrowed by the state from the federal government to issue unemployment benefits 
and to make an appropriation. 

 

 

 

 

POSSIBLE FIXES 

RALAW.COM                                 12 
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QUESTIONS? 
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Daniel G. Hilson 
155 East Broad St. 

12th Floor 

Columbus, OH 43215 

614.723.2060 

dhilson@ralaw.com 
 
 

© Roetzel & Andress LPA 2013 
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As Introduced

130th General Assembly

Regular Session H. B. No. 329

2013-2014

Representative Hall

Cosponsors: Representatives Retherford, DeVitis, Henne, Letson,

Romanchuk, Brown, Thompson, Grossman, Scherer, Smith, Blair, Terhar,

Hackett, Conditt

A B I L L

To require the Director of Budget and Management to

make payments on the balance of amounts borrowed

by the state from the federal government to issue

unemployment benefits and to make an

appropriation.

1

2

3

4

5

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF OHIO:

Section 1. There is hereby appropriated from the General

Revenue Fund $404,000,000 for the Director of Budget and

Management to make payments to the United States Secretary of the

Treasury on the balance of amounts borrowed by the state from the

federal government to issue unemployment benefits from the state's

Unemployment Compensation Trust Fund. The Director of Budget and

Management shall fully expend the aforementioned amount for this

purpose by June 30, 2015. The Director of Budget and Management

may establish new appropriation items as determined necessary by

the Director to facilitate the payments.

6

7

8

9

10

11

12

13

14

15
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Bill Proposed to Encourage Purchase or Use of Motor Vehicles Using Alternative Forms of Fuel 

Mark A. Engel 

Bricker & Eckler LLP 

The General Assembly is considering a bill that is intended to encourage the acquisition and use 

of motor vehicles propelled by alternative forms of motor fuel.  H.B. 336 provides for the 

treatment of compressed natural gas used to propel motor vehicles on the public highways as 

motor fuel for purposes of the motor fuel tax, the motor fuel gross receipts tax, and the 

commercial activity tax.  It also creates a number of credits and exclusions related to the 

purchase of, or conversion of existing vehicles to, alternative fuel vehicles, including the income 

tax, the commercial activity tax, and the sales tax.  It also provides for a grant program to 

encourage public and nonprofit organizations to encourage the use of such vehicles. 

Compressed Natural Gas as a Motor Fuel: 

R.C. Chapter 5735 imposes a tax on each gallon of motor vehicle fuel purchased or used on the 

public highways in Ohio.  The bill would amend the Chapter to include within its scope, 

compressed natural gas (“CNG”), with the tax being imposed based upon prescribed gallon 

equivalents, depending on the manner of delivery of the CNG.  In addition, the tax is phased.  

The tax is 7 cents per gallon for the first three years after the law becomes effective; 14 cents per 

gallon for the next two years; and the full rate of 28 cents per gallon after five years. 

Because compressed natural gas would be taxed under the bill as motor fuel, receipts from its 

sale would no longer subject to the commercial activity tax (“CAT”).  Instead, the receipts from 

its initial sale in the state would be subject to the motor fuel receipts tax imposed by R.C. 

Chapter 5736. 

Sales Tax Exemption for Electric Plug-In Vehicles: 

Proposed R.C. 5739.02(H) would provide a sales tax credit for the purchase or lease of a 

“qualified plug-in electric drive vehicle.”  The proposed credit is up to $500, but may not exceed 

the sales tax otherwise due on the transaction.  The credit is limited to one vehicle per year for 

individuals, and up to 10 vehicles per year for businesses. 

Credits for Alternative Fuel Vehicles 

A nonrefundable credit against either the personal income tax, or the CAT, for the purchase of 

new alternative fuel vehicles, or for the conversion of traditional fuel vehicles into alternative 

fuel vehicles, is proposed.  The credit is the lesser of 50% of the adjusted purchase price of the 

new vehicle or the cost of the conversion parts and equipment, or $5,000, $10,000 or $25,000 

depending on the gross vehicle rating of the vehicle.  The credit would be claimed in the year the 

vehicle is purchased or the conversion is accomplished, and any excess credit may be carried 

forward indefinitely.  If the taxpayer is an equity investor in a pass-through entity that purchases 

or converts the motor vehicle, then the taxpayer may claim a proportionate share of the credit for 

income tax purposes.  The credit sunsets after 5 years. 
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Gaseous Fuel Vehicle Conversion Program 

Lastly, the bill would establish the Gaseous Fuel Vehicle Conversion Program.  The purpose of 

the program is to promote the conversion of public and nonprofit motor vehicle fleets to cleaner 

fuels.  Under the program the director of environmental protection may make grants to assist 

public entities and nonprofit organizations to convert vehicles to operate on gaseous fuel, or to 

purchase vehicles that operate on gaseous fuel.  “Gaseous fuel” means compressed natural gas, 

liquefied natural gas, or liquid petroleum.  The maximum grant amount is $500,000 per eligible 

entity. 
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