From: John Hill

To: LRO

Subject: HB-2270 testimony

Date: Monday, April 8, 2019 6:39:57 PM

Attachments: HB-2158 and 2270 Cigar Presentation_Testimony.pdf
Hello-

| would like to submit the following presentation for public testimony on HB-2270. In short, this bill
neither provides additional Revenue for Oregon, but also is not supportive of the long-term strategy
to promote a Smoke-Free Oregon. Revenues will be reduced with no impact to premium cigar
enthusiasts consumption- making this a lose/lose situation. | say lose/lose because lower revenue
means lower funds to support those programs that support a Smoke-Free Oregon; like the Oregon
Tobacco Education Program.

Regards,

John Hill
Oregon Cigar Association

The information transmitted (including attachments) is covered by the Electronic Communications Privacy Act (18 U.S.C. §§2510-2522),
and is intended for the named recipient only. If the reader of this e-mail is not the intended recipient, you are hereby notified that you
have received this message in error and that any review, dissemination, distribution or copying of this e-mail or its contents is strictly
prohibited. If you have received this e-mail in error, please notify the sender immediately by e-mail and delete this e-mail. The
transmission may contain confidential and proprietary information. In that regard, financial and technical information are confidential and
proprietary information of Amber Road, Inc. and its subsidiaries. Notwithstanding any agreements or understandings to the contrary,
Amber Road, Inc. and its subsidiaries have an expectation that such information will be kept confidential, not disclosed to anyone and will
only be used to promote the business relationship with Amber Road, Inc. and its subsidiaries.


mailto:johnhill@amberroad.com
mailto:lro.exhibits@oregonlegislature.gov

CHALLE





2 Separate House Bills to propose the implantation of

additional tax revenues

HB 2158 - Removes premium cigar cap in favor of 65% of
wholesale per premium cigar tax rate

> e in cigarette tax to 10¢ per cigaretite

igar 50¢ in favor of 65% of
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CHANGING BEHAVIORS





Raising premium cigar taxes will result in consumers flocking to other markets

WA State has a 65¢ cap

ID State has a 40% of wholesale tax
>Mmium cigar






Increosmg ’rox rates will drive additional Oregonians to online markets both

here there is No fax
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Measure 44 in 1996 saw a reduction of OTP revenue by over $1M when it raised cigar
taxes from 45% to 65% of wholesale

The 50¢ cap brought revenue back info Oregon with over $1M+ in its first year and an
addifional increase to OTP revemiue by 30% the following year.

WA State premium cigar tax was 129% in 1996. It is now capped at 65¢

On-line presence was less prevalent in 1996
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Removing the 50¢ tax cap from premium cigars will REDUCE funding for the
following benefactors:

> ion for senior citizens

>

>






Passing HB-2270 as is, or passing HB-2158 will:
Reduce State tax revenue by over SIM+/year

Will not impact premium cigar consumption behavior.

Negatively impacts the long-term goal of a Smoke-Free Oregon.
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A premium cigar is 100% Cigarettes and machine-

all-natural organic made mass-produceg
tobacco leaf varietal that cigarillos are not made from
contains no additives or the same organic vafietal
preservatives. Itis 100% tobacco, contain gdditives,
man-made by “Mom & preservatives and other

Pop” tobacco farms. chemical compounds
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Bottled water is 100% all-
natural oreganic that
contains no additives or
preservatives.

Coke products do contain
mostly water, but also
contain additives,
preservatives and other
chemical compounds





HB-22/70 IGNORES PRODUCT RISK DIFFERENCES

Graph taken from FDA Family Smoking Prevention and Tobacco
Control Act — Ref 76

See additional health impact statements and reports in Backup #6 -
11

Owerall weighted scores For each of the producks. Cigarettes, with an owverall harm score of
99.6, are judged to be most harmful, and fellowed by small cigars at 67. The heights of the
coloured portions indicate the part scores on each of the criteria. Product-related mortality,
the upper dark red sections, are substantial contributors to those two products, and they
alzo contribute moderately to cigars, pipes, water pipes, and smokeless unrefined. The
numbers in the legend show the normalized weights on the criteria. Higher weights mean
larger differences that matter between most and least harmful productks on each criterion.
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PREMIUM CIGAR ACCESS WITH CHILDREN

Tk 2 Pevakne of Tobacco U According to Produ e Ty pe, U Geegory, and Age Group.®
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Data were collected from September 12, 2013, through December 15 2014, The columns in the mble am not mumally exdusive; patidpants who used one product may ako have
used ancther peoduc Percen ages were weighted to the U.S adult and youth populaions, snd confidence intevals were estimated with the methed of balan ced. repeated replica-
tons. Gomple e data about every ype of Lhacco product were mquired © define nanuse of any tobacco; similirly, comple v data about every ype of Cigar were mquired © define
mocese of ary cigar, and complee dxa ot smokeless tobacco nd srus pouches were required to define monuse of smokeless wbacco includng srus pouches Foe the desaip:
tons of the ypes of tobaoo products that were provided to pamidpants see the Supplementay Append k

Exduded were those who reported using dgars as blunts fi.e. cigs thatha e wbacco removed and meplaced weh marijuana) ad did notidentiy as cigar users.

Dats am Br smoke kss tobacco includ ing snus pouches.

Data are for pardcipants who had ever usead the product even one or two puUs (dgaremes) or one or two Imes (ohe produces)

The estimate was suppressed owing to a relitive standand erroe greater than 30

Cata am for participan s who had smoked or used the preduc pven one o two times) in the peevicus 30 days

Foreach obaxo product other than cigaete s and hookah cumentuse indicates that the participant now smole s or use s the produc tevery day or 0 me days. For cigar ttes, the
‘aarentregala use” Gtegory was used which indicates that the prdcipare has smoked & least 100 dgarasesin his oe her lifeime and now smokes every day o some days For
heok#y curient use indicates that the participant now uses the product even day, some days usually weekly, o usualy monthly.

Daily useind icates that the participant now smokes or uses the product wey day. Daily use of any tobacco, any dgar, and smokdess whbacoo induding snus peu ches efiects cnly
thase who used atlemstoneofthe proaducts thae make up the combinaton goup evendiy.
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*The New England Journal of Science and Medicine; “Tobacco-Product Use by Adults and Youths in the
United States in 2013 and 2014" Kasza, Ambrose, Conway et all; 1/26/2017





Premium Cigars are not cigarettes or mass produced small cigars (cigarillos)
Significantly smaller risk profile

Significantly different product components- even though they are both forms of
tobacco

Bottled Water —vs- Coke

N maller health cost impacts

o )

iNng characteristics

in inefficient





THANK YOU
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CURRENT TOBACCO TAX REVENUE TREND

Graphs show that over the years the tax has increased on cigars (both State and Fed (SCHIP))
forcing folks to purchase more mail order outside of Oregon (extreme price sensitivity).

Raising taxes further will result in further negative returns
Total State Tobacco Tax Revenues, 2004-2012

s=Nominal - Inflation-Adjusted

Federal Tobacco Tax Revenues Are Declining After 2009 Tax Hike
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.‘- - \_

* On-line purchases outside of Orego
« USPS doesn’t report tobacco sales to States
« On-line stores only required to add State sales tax and not tobacco tax
|

L

« Oregon has no authority
over interstate commerce.

*Handout exhibit 1






The steady decline in tobacco consumption since the 1960s makes tobacco tax revenue
an unstable revenue source. Administration plans to fund pre-kindergarten education with

a federal cigarette tax increase are not sustainable in the long tferm, because revenues are
projected to decline, while costs will grow.

The bills potentially create an anti-small business image of Oregon.

The increased tax will drive away many customers of the 140+ retailers that sell premium cigars.
NQC

: _the tax will not reduce the number of premium cigar consumers, it will only drive
ower prices outside of Oregon (ie- promoting current trend to continue.
* mption, only premium cigar buying behavior]

oy reducing OTP revenue






The steady decline in tobacco consumption since the 1960s makes tobacco tax revenue
an unstable revenue source. Administration plans to fund pre-kindergarten education with

a federal cigarette tax increase are not sustainable in the long term, because revenues
are projected to decline, while costs will grow.

Analysis from TaxFoundation.org finds The high tax burden on tobacco results in de facto

prohibifion of the products, bringing all the undesirable outcomes associated with alcohol
prohibifion in the 1920s.

( https://taxfoundation.org/tobacco-taxation-and-unintended-consequences-us-senate-hearing-
tobacco-taxes-owed-avoided-and-evaded/ )




https://taxfoundation.org/tobacco-taxation-and-unintended-consequences-us-senate-hearing-tobacco-taxes-owed-avoided-and-evaded/



Surgeon General reporied in 2014 that, "[eJompared with persons who smoke

cigarettes, smokers who smoke pipes or cigars exclusively have a lower risk for
many smoking-related diseases (internal citation omitted). Smoke from pipes and
cigars contains the same toxic substances as cigarette smoke, but those who use
a pipe or cigar usually smoke at a lower frequency; observation indicates that
end not to inhale the smoke, thus reducing their exposure to its toxic

itations omitted). Evidence indicates that former cigarette
igar smoke than are primary pipe and

citations omitted)”




https://www.surgeongeneral.gov/library/reports/50-years-of-progress/index.html



A 2016 study co-sponsored by the FDA found that 1 — 2 cigars per day is not
statistically significant in terms of all mortality rates.

Average cigar smoker is 1.5 per day according to the FDA report.

For the full summary and access to the full citation go to
https://rodutobaccotfruth.blogspot.com/2016/08/fda-study-cancer-risks-nearly-nil-for-




https://rodutobaccotruth.blogspot.com/2016/08/fda-study-cancer-risks-nearly-nil-for-1.html



HEALTH CARE COSTS AND TOBACCO USE

Exhibit 1: National Health Expenditures per Capita,
1990-2018
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The Helping Benefit Oregon Smokers (HBOS) collaborative is targeted toward
ending the “addictive” tobacco traits and to get Oregonians to quite smoking.

Many insurance companies segment cigarettes from Cigars

Cigars freated as non-addictive “entertainment” products

age/non-usage does not impact SB-734






While premium cigar health risks and addiction are significantly lower than cigarettes,
there are still risks associated with consumption

Price increases on premium cigars won't work due to “Black Market” sales; providing
ample channels to purchase premium cigars outside of Oregon

Sales of premium cigars on-line
Sales of premium cigars from adjoining States (i.e. illicit channels)

Dan embargo- unless you have visited Cuba
[ - see on-line






HEALTH CARE COSTS AND CONSUMER SENSITIVITY

>

Exhibit 4: Cumulative Changes in Health
Insurance Premiums, Inflation, and Workers’
Earnings, 1999-2008
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2 Separate House Bills to propose the implantation of

additional tax revenues

HB 2158 - Removes premium cigar cap in favor of 65% of
wholesale per premium cigar tax rate

> e in cigarette tax to 10¢ per cigaretite

igar 50¢ in favor of 65% of
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Raising premium cigar taxes will result in consumers flocking to other markets

WA State has a 65¢ cap

ID State has a 40% of wholesale tax
>Mmium cigar




Increosmg ’rox rates will drive additional Oregonians to online markets both

here there is No fax
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*Priced at $120 per 1 less — 8% of mvoice price
Prced 3t more than $120 per 1000 - 2P of invoice
)
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no substautial amount of nen-tobacco ingredients - $11.00°1000

*Cagars weighisg maore than 3 Ihs. 1000 solbd for more than 5.3 cents cach containng 2
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*Nol excoeding 4 comts per piece: 10 cenls tax per'pe Asof V1118
*Excewding 4 conls per peece: 12 cents per piece



Measure 44 in 1996 saw a reduction of OTP revenue by over $1M when it raised cigar
taxes from 45% to 65% of wholesale

The 50¢ cap brought revenue back info Oregon with over $1M+ in its first year and an
addifional increase to OTP revemiue by 30% the following year.

WA State premium cigar tax was 129% in 1996. It is now capped at 65¢

On-line presence was less prevalent in 1996
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Removing the 50¢ tax cap from premium cigars will REDUCE funding for the
following benefactors:

> ion for senior citizens

>
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Passing HB-2270 as is, or passing HB-2158 will:
Reduce State tax revenue by over SIM+/year

Will not impact premium cigar consumption behavior.

Negatively impacts the long-term goal of a Smoke-Free Oregon.




B Marlhoro

LIGHTS

15 Malboro Ligirs | .

‘ e MadboroLiGrrs

B Wiarlboro | — [SUOMMHIY 5
= Mariboro | MR Tl
RIOQIIBIAL SLHOTWe -\ -um '

—groaren_tT suomuga ] |- — V] Il
- RIOATEIAL L Y Nl s

WI=rlboro ‘l-‘IHI Marlhoro

-

A premium cigar is 100% Cigarettes and machine-

all-natural organic made mass-produceg
tobacco leaf varietal that cigarillos are not made from
contains no additives or the same organic vafietal
preservatives. Itis 100% tobacco, contain gdditives,
man-made by “Mom & preservatives and other

Pop” tobacco farms. chemical compounds
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Bottled water is 100% all-
natural oreganic that
contains no additives or
preservatives.

Coke products do contain
mostly water, but also
contain additives,
preservatives and other
chemical compounds



HB-22/70 IGNORES PRODUCT RISK DIFFERENCES

Graph taken from FDA Family Smoking Prevention and Tobacco
Control Act — Ref 76

See additional health impact statements and reports in Backup #6 -
11

Owerall weighted scores For each of the producks. Cigarettes, with an owverall harm score of
99.6, are judged to be most harmful, and fellowed by small cigars at 67. The heights of the
coloured portions indicate the part scores on each of the criteria. Product-related mortality,
the upper dark red sections, are substantial contributors to those two products, and they
alzo contribute moderately to cigars, pipes, water pipes, and smokeless unrefined. The
numbers in the legend show the normalized weights on the criteria. Higher weights mean
larger differences that matter between most and least harmful productks on each criterion.
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PREMIUM CIGAR ACCESS WITH CHILDREN

Tk 2 Pevakne of Tobacco U According to Produ e Ty pe, U Geegory, and Age Group.®
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Data were collected from September 12, 2013, through December 15 2014, The columns in the mble am not mumally exdusive; patidpants who used one product may ako have
used ancther peoduc Percen ages were weighted to the U.S adult and youth populaions, snd confidence intevals were estimated with the methed of balan ced. repeated replica-
tons. Gomple e data about every ype of Lhacco product were mquired © define nanuse of any tobacco; similirly, comple v data about every ype of Cigar were mquired © define
mocese of ary cigar, and complee dxa ot smokeless tobacco nd srus pouches were required to define monuse of smokeless wbacco includng srus pouches Foe the desaip:
tons of the ypes of tobaoo products that were provided to pamidpants see the Supplementay Append k

Exduded were those who reported using dgars as blunts fi.e. cigs thatha e wbacco removed and meplaced weh marijuana) ad did notidentiy as cigar users.

Dats am Br smoke kss tobacco includ ing snus pouches.

Data are for pardcipants who had ever usead the product even one or two puUs (dgaremes) or one or two Imes (ohe produces)

The estimate was suppressed owing to a relitive standand erroe greater than 30

Cata am for participan s who had smoked or used the preduc pven one o two times) in the peevicus 30 days

Foreach obaxo product other than cigaete s and hookah cumentuse indicates that the participant now smole s or use s the produc tevery day or 0 me days. For cigar ttes, the
‘aarentregala use” Gtegory was used which indicates that the prdcipare has smoked & least 100 dgarasesin his oe her lifeime and now smokes every day o some days For
heok#y curient use indicates that the participant now uses the product even day, some days usually weekly, o usualy monthly.

Daily useind icates that the participant now smokes or uses the product wey day. Daily use of any tobacco, any dgar, and smokdess whbacoo induding snus peu ches efiects cnly
thase who used atlemstoneofthe proaducts thae make up the combinaton goup evendiy.
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*The New England Journal of Science and Medicine; “Tobacco-Product Use by Adults and Youths in the
United States in 2013 and 2014" Kasza, Ambrose, Conway et all; 1/26/2017



Premium Cigars are not cigarettes or mass produced small cigars (cigarillos)
Significantly smaller risk profile

Significantly different product components- even though they are both forms of
tobacco

Bottled Water —vs- Coke

N maller health cost impacts

o )

iNng characteristics

in inefficient



THANK YOU
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CURRENT TOBACCO TAX REVENUE TREND

Graphs show that over the years the tax has increased on cigars (both State and Fed (SCHIP))
forcing folks to purchase more mail order outside of Oregon (extreme price sensitivity).

Raising taxes further will result in further negative returns
Total State Tobacco Tax Revenues, 2004-2012

s=Nominal - Inflation-Adjusted

Federal Tobacco Tax Revenues Are Declining After 2009 Tax Hike

Federal Tobacco Excise Tax Revenue, 2000-2025, Billions of Dollars
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* On-line purchases outside of Orego
« USPS doesn’t report tobacco sales to States
« On-line stores only required to add State sales tax and not tobacco tax
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« Oregon has no authority
over interstate commerce.

*Handout exhibit 1




The steady decline in tobacco consumption since the 1960s makes tobacco tax revenue
an unstable revenue source. Administration plans to fund pre-kindergarten education with

a federal cigarette tax increase are not sustainable in the long tferm, because revenues are
projected to decline, while costs will grow.

The bills potentially create an anti-small business image of Oregon.

The increased tax will drive away many customers of the 140+ retailers that sell premium cigars.
NQC

: _the tax will not reduce the number of premium cigar consumers, it will only drive
ower prices outside of Oregon (ie- promoting current trend to continue.
* mption, only premium cigar buying behavior]

oy reducing OTP revenue




The steady decline in tobacco consumption since the 1960s makes tobacco tax revenue
an unstable revenue source. Administration plans to fund pre-kindergarten education with

a federal cigarette tax increase are not sustainable in the long term, because revenues
are projected to decline, while costs will grow.

Analysis from TaxFoundation.org finds The high tax burden on tobacco results in de facto

prohibifion of the products, bringing all the undesirable outcomes associated with alcohol
prohibifion in the 1920s.

( https://taxfoundation.org/tobacco-taxation-and-unintended-consequences-us-senate-hearing-
tobacco-taxes-owed-avoided-and-evaded/ )



https://taxfoundation.org/tobacco-taxation-and-unintended-consequences-us-senate-hearing-tobacco-taxes-owed-avoided-and-evaded/

Surgeon General reporied in 2014 that, "[eJompared with persons who smoke

cigarettes, smokers who smoke pipes or cigars exclusively have a lower risk for
many smoking-related diseases (internal citation omitted). Smoke from pipes and
cigars contains the same toxic substances as cigarette smoke, but those who use
a pipe or cigar usually smoke at a lower frequency; observation indicates that
end not to inhale the smoke, thus reducing their exposure to its toxic

itations omitted). Evidence indicates that former cigarette
igar smoke than are primary pipe and

citations omitted)”



https://www.surgeongeneral.gov/library/reports/50-years-of-progress/index.html

A 2016 study co-sponsored by the FDA found that 1 — 2 cigars per day is not
statistically significant in terms of all mortality rates.

Average cigar smoker is 1.5 per day according to the FDA report.

For the full summary and access to the full citation go to
https://rodutobaccotfruth.blogspot.com/2016/08/fda-study-cancer-risks-nearly-nil-for-



https://rodutobaccotruth.blogspot.com/2016/08/fda-study-cancer-risks-nearly-nil-for-1.html

HEALTH CARE COSTS AND TOBACCO USE

Exhibit 1: National Health Expenditures per Capita,
1990-2018
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The Helping Benefit Oregon Smokers (HBOS) collaborative is targeted toward
ending the “addictive” tobacco traits and to get Oregonians to quite smoking.

Many insurance companies segment cigarettes from Cigars

Cigars freated as non-addictive “entertainment” products

age/non-usage does not impact SB-734




While premium cigar health risks and addiction are significantly lower than cigarettes,
there are still risks associated with consumption

Price increases on premium cigars won't work due to “Black Market” sales; providing
ample channels to purchase premium cigars outside of Oregon

Sales of premium cigars on-line
Sales of premium cigars from adjoining States (i.e. illicit channels)

Dan embargo- unless you have visited Cuba
[ - see on-line




HEALTH CARE COSTS AND CONSUMER SENSITIVITY
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Exhibit 4: Cumulative Changes in Health
Insurance Premiums, Inflation, and Workers’
Earnings, 1999-2008

2002 2003 2004

—+— Health Insurance Premiums —s—Workers' Earnings —a— Dwverall Inflation




	HB 2270 - John Hill Email
	HB 2270 - John Hill Presentation

