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Greetings from the Tax
Commissioner

The Ohio Department of Taxation (0DT)
is pleased to provide you

with the 2005 edition of Ohio’s
Taxes — A Brief Summary of
Major State and Local Taxes

in Ohio.

This publication is a valuable and handy reference that offers
quick look at the key information regarding state and local taxes in
Ohio. It provides the rates, revenues, rules, distributions, and other
important provisions of all the principal taxes in Ohio.

Fiscal Year 2005 saw fundamental changes to the tax structure in
Ohio, particularly as it regards business taxes. House Bill 66, the
biennium budget bill for fiscal years 2006-2007, enacted compre-
hensive tax reform by lowering income and sales taxes, phasing
out two husiness taxes, and creating the new commercial activity
tax (CAT). More information on these changes can be found in
Ohio’s Taxes — Introduction and in the respective tax
chapters.

Ohio continued its participation in the Streamlined Sales Tax
Project (SSTP) during 2005. The state is now an associate member
of the system, but pending changes in the sourcing of delivery
sales, will assume full membership in early 2008. The SSTP is a
multi-state initiative to make sales tax laws, rules, and systems
more uniform across states. Thus, in making it easier for retail
vendors to voluntarily collect state sales taxes, Ohio and other
member states will recoup what is currently hundreds of millions
in lost revenue each year.

This edition of Ohio’s Taxes also contains a brief explanation of
the state’s taxing districts. The section Tax Brief-Ohio Taxing
Districts outlines the political subdivisions of the state and the
taxing powers of each.

Tax laws will always change, but not 0DT’s commitment to
delivering quality customer service. This remains one of our
guiding principles. Our staff is dedicated to helping those
taxpayers who are trying to do the right thing, but also remains
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committed to ensuring that all taxpayers comply with the tax laws
and pay their fair share.

Our mission is to provide quality service to Ohio taxpayers by
helping them comply with their tax responsibilities and by fairly
applying the tax law. Our motto is our commitment to CARE about
the quality of service by performing it in a Courteous, Accurate,
Responsive, and Equitable manner. I pledge that this department
will treat all taxpayers fairly while administering the tax system
that raises the revenues necessary to provide the services needed
by all Ohioans.

We hope you find this publication serves your needs for information
about our tax system at both the state and local levels. We will
always do our best to serve the citizens of Ohio.

Sincerely,
. b1
Ul rane b (e dtb
William W. Wilkins
Tax Commissioner
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Ohio’s Taxes-Introduction

Ohio’s Taxes, A Brief Summary of Major State and
Local Taxes in Ohio, provides a concise but comprehensive
description of each state and local tax, including for each the:

* Taxpayer

* Tax hase

* Rates

* Major Exemptions

* Revenue for the most current five years

* Disposition of revenue

* Payment dates

* Special provisions and credits

* Primary sections of pertinent Ohio Revised Code

* Responsibility for administration

* History of major changes

* Comparison to similar taxes in other states

The 12 states selected for comparison are either neighboring
states to Ohio or are considered to be large, economically
important stafes.

Ohio Tax Reform

Fiscal Year 2005 saw the most sweeping reform of Ohio’s tax code
in over 30 years. The changes were enacted in House Bill 66, the
biennium budget bill for fiscal years 2006-2007. The law took effect
July 1,2005, the beginning of Fiscal Year 2006.

The major tax components of H.B. 66 provided for tax relief and a
significant restructuring of the business tax code. These reforms
were designed to improve the climate for business investment and
job creation in Ohio. The existing state income and sales tax rates
were cut, while other tax provisions were modernized. On the
business tax side, the bill phases out two major taxes —
corporation franchise and tangible personal property —
and phases in the new commercial activity tax (CAT).

The new CAT is a tax on the privilege of doing business in Ohio,
structured with a broad base and a low rate. The tax is applied
against taxable gross receipts received in an annual or calendar
quarter time period. The CAT is being phased-in over five years
beginning July 1, 2005. It is imposed on taxable gross receipts in
excess of $150,000 accrued in a calendar year.
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The CAT rate depends on the amount of gross receipts:

* Businesses with annual gross receipts of $150,000 or less
are not subject to the CAT.

* Annual gross receipts from $150,001 - $1.0 million are
subject to a minimum $150 tax.

* Those with annual gross receipts over $1.0 million are
subject to the full rate of the CAT. When the tax is fully
phased in by tax year 2010, the rate will be 0.26%.

As the CAT is being phased-in, it is replacing two existing taxes on
business:

* The corporation franchise tax is phased-out in equal
increments over five years beginning in tax year 2006, when
the rate will be 80% times the liability. The last year
of payment of the tax, at a rate of 20% times the liability,
will be 2009.

* The tangible personal property (TPP) tax on most
businesses’ inventory, manufacturing machinery and
equipment, and furniture and fixtures is phased-out over four
years at about 25% of the rate annually beginning in tax
year 2006, when the total rate will be 18.75%. Most new
manufacturing machinery and equipment that would have
been first taxable in tax year 2006 and thereafter will not be
subject to TPP tax. The last year of payment of the tax, at
total rate of 6.25%, will be 2008.

Tax reforms in H.B. 66 also included individual taxpayer and
consumer relief:
* The individual income tax rate was cut for all tax
brackets in increments of 4.2% for tax year 2005 (from
2004 rates) and an additional 4.2% each year through 2009
for a total cut of 21%. Annual incomes of $10,000 or
less are exempt from tax.
* The state sales tax rate was cut from 6.0 to 5.5 %.
Vendors can still receive a 0.9% discount, however, for
timely filed and paid sales tax returns.

Other provisions of H.B. 66 increased business real property taxes
and the cigarette tax, while providing partial relief to estate
taxpayers:
* The 10% property tax rollback on most commercial
and industrial real property was eliminated. The rollback
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Ohio’s Taxes-Introduction

remains in effect for residential and agricultural real
property.

* Acigarette excise tax increase of $.70 was enacted,
bringing the total tax to $1.25 per pack of 20 cigarettes.
Cigarette wholesalers and retailers must pay the additional
70 cents per pack on cigarettes that were previously taxed
but still ininventory at the end of business on June 30, 2005.

* Ohio’s additional estate tax (sponge tax) was elimin-
ated. The Ohio basic estate tax remains in effect.

A description of the impact of H.B. 66 on each of the current
business and other taxes is contained in the appropriate chapters
of this publication.

Streamlined Sales Tax Progress

Ohio’s participation in the Streamlined Sales Tax Project (SSTP)
continued in 2005. Ohio was approved as an Associate Member
State on July 1, 2005, effective as of October 1, 2005, and will
become a full member once certain sourcing provisions are
completely phased-in. The SSTP is a multi-state initiative to capture
sales tax lost to out-of-state and Internet vendors that are exempt
under federal law from collecting state sales tax. Ohio loses an
estimated $500 million each year in sales tax revenue.

Significant changes to specific Ohio taxes in 2005 are highlighted in
the appropriate chapters.

The Ohio Department of Taxation welcomes comments regarding
our publications. Please address comments and questions about
this booklet to:

Ohio Department of Taxation
Attn: Communications Office
30 E. Broad St., 22nd Floor
Columbus, Ohio 43216-0530

(614) 644-6896

You can also access the ODT Weh site at: tax.ohio.gov for more
information.
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Tax Brief-Ohio Taxing Districts

Ohio’s system of taxation provides the state and local units of
government with varying degrees of authority to impose taxes.
Some taxes can be imposed and collected only by the state,
although revenue may be shared with local political subdivisions.
Other taxes are imposed and collected at the local level, where the
revenue remains. A brief explanation of terms regarding taxing
authority, taxing districts, the levels of political subdivisions and
the taxing powers of each is provided to help clarify Ohio’s system
of taxation. This section does not address the imposition of fees or
licenses by state or local government.

Tax levy — a piece of legislation that imposes or alters a tax.

Taxing district — a jurisdiction that by law can impose a tax
levy for property, sales, or municipal or school district income
taxes within a specified geographic area. This area can encompass
all or parts of contiguous political subdivisions. Taxing districts
may overlap.

Political subdivision/taxing authority — a political
subdivision is an entity created by the state to be an
administrative unit of government. In Ohio, these entities, and the
taxes they are authorized to impose, are:

Political Subdivision Taxing Authority

* County Sales tax either for general
revenue or a specific purpose; both
can be levied with or without
a vote of the people but are subject
to voter referendum (these taxes
are normally referred to as
“permissive taxes”). Counties also
collect a share of property taxes
and can impose additional
property tax, subject to voter
approval, for public safety and road
maintenance purposes, or for
certain specific purposes, such as
historic preservation or for a zoo or
cultural facility. In addition, counties
and certain large municipalities can
levy, without voter approval, sales-
type taxes on the cost of
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Tax Brief-Ohio Taxing Districts

Political Subdivision

- Municipality
- city (5,000 or
more inhabitants)
- village (less than

Taxing Authority

admissions, for general revenue, or
on lodging, for either general
revenue or the specific purposes of
construction and operation of
convention or sports facilities.
Counties can also levy, with or
without voter approval but subject to
referendum, permissive sales-type
taxes on alcoholic heverages and
cigarettes for sports facility funding
purposes; Cuyahoga County is the
only county currently doing so.

5,000 inhabitants) /ncome taxesupto 1.0%; any level

- Township

+ School District

above that must be approved by
voters; also property taxes, subject
to voter approval, for police or fire;
and sales-type taxes on lodging or
admissions, neither of which
requires voter approval, for general
revenue or in certain municipalities,
to fund a convention facility.

Praperty taxes subject to voter
approval, for police and fire
protection or roud maintenance;
also a sales-type tax on lodging,
which does not require voter
approval, for general revenue.

Praperty taxes subject to voter
approval, for operations or a
specific purpose, such as school
construction; income tax, also
subject to voter approval.
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Tax Brief-Ohio Taxing Districts

Political Subdivision Taxing Authority

Park District Property taxes subject to voter
approval, for operations or a
specific purpose.

Special District, Property taxes subject to voter
e.g., for: approval, for operations or a
special needs specific purpose.

education,

other educational

services,

libraries,

mental health,

children’s services

senior care

services

Fire District Property taxes subject to voter
approval, for operations or a
specific purpose.

Water or Sewer Property taxes subject to voter

District approval, for operations or a
specific purpose, such as facility
or service line construction.

Transit Authority Sales tax, subject to voter approval,

for operations or a specific purpose.

All'local tax levies (sales or property) are generally either
permanent or for a specified time period.
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General Revenue

Fund

Sources

Cigarette Tax Alcoholic Beverage Taxes

Kilowatt-Hour 2.90%

Excise Tax \\ /

1.71%

Public Utility
Excise Tax
0.52%
Corporation Sales and
Franchise Tax Use Tax
5.28% 39.32%

0.45%

Miscellaneous
2.51%

Individual
Income
Tax
43.20%

FISCAL YEAR 2005 (EXCLUDING FEDERAL AID)

REVENUE SOURCE
Individual Income Tax
Sales and Use Tax
Corporation Franchise Tax
Public Utility Excise Tax
Kilowatt-Hour Excise Tax
Cigarette Tax
Alcoholic Beverage Taxes
(including liquor gallonage)
Total
Miscellaneous:
Domestic Insurance Tax
Estate Tax
Foreign Insurance Tax
Intangible Property Tax
Total

Non-Tax Revenue:
Earnings on Investment
Liquor Profits
Miscellaneous™
Total

GRAND TOTAL

FY 2005
COLLECTIONS

$8,598,864,829
7,827,129,694
1,051,619,507
104,102,482
339,817,109
577,671,420

88,993,942
$18,588,198,983

$171,363,832
60,381,210
242,856,184
25,195,680
$499,796,906

$34,985,697
115,000,000
665,804,599
$815,790,295

$19,903,786,184

Note: All amounts are after refunds.
* Includes certain transfers into the General Revenue
Fund, licenses and fees, and other income.
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Non-Tax
Revenue
4.10%

43.20%
39.33%
5.28%
0.52%
1.71%
2.90%

0.45%

2.51%
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General Revenue
Fund Expenditures

Other

Justi d C ti Expenditures
ustice and Corrections 2 40%

Property |[*
Tax Relief

Primary &
General Secondary
Government 3 ::u;;:}on
3.34% Human 5 o
Services

30.26% 2.17%

FISCAL YEAR 2005 (EXCLUDING FEDERAL AID)

FY 2005
CATEGORY EXPENDITURES
Primary & Secondary Education $6,651,144,099
Higher Education $2,333,744,598
Human Services:
Public Assistance 4,623,298,312
Mental Health & Retardation 892,447,491
Miscellaneous 289,382,629
Total Human Services $5,805,128,433
General Government:
Transportation 31,142,610
Environment & Natural Resources 116,738,347
Economic Development 155,174,502
Miscellaneous 338,213,017
Total General Government $641,268,477
Property Tax Relief $1,379,052,464
Justice and Corrections $1,912,743,255
Other Expenditures $459,791,993
GRAND TOTAL $19,182,873,318
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Tax Burden Comparisons
Among the States

The USS. Census Bureau collects data on tax burdens

in each of the states. Data for Fiscal Year 2002 is the most
recent available. The tax burden comparisons show the
combined state and local aggregate taxes both on a per capita
basis and as a percentage of income. States selected for
comparison are either neighboring states to Ohio or are
considered to be large, economically important states.

For state and local taxes on a per capita basis among all 50
states and the District of Columbia, Ohio ranked 19™. As a
percentage of personal income among all 50 states and the
District of Columbia, Ohio ranked 13". The table helow shows the
national ranking for each of the 12 comparison states commonly
used in this publication, as well as the lowest and highest tax
burden states of all 50 states and the District of Columbia.

Tax Burdens: 12 Selected Comparison States(/)

Total State Total Taxes
and Local Taxes as a Percentage
State Per Capita(2)  Rank(3) of Income(2) Rank(3)
California $3,440 10 10.7% 16
Florida 2,686 35 9.4 45
lllinois 3,303 15 10.1 34
Indiana 2,759 30 10.0 36
Kentucky 2,636 38 10.6 17
Massachusetts 3,721 5 9.6 42
Michigan 3,051 23 10.3 29
New Jersey 4,038 4 10.6 18
New York 4,645 2 13.0 2
Ohio 3,170 19 11.0 13
Pennsylvania 3,052 22 10.0 38
Texas 2,713 34 9.7 40
West Virginia 2,571 1 11.3 9

Notes: (1)Data from the U.S. Census Bureav and the Bureau of
Economic Analysis. (2)“Total State and Local Taxes” does not
include revenue from charges, user fees, or special assessments.
(3)Comparison rankings shown are based on a tax burden analysis
of all 50 states and the District of Columbia.
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Tax Burden Comparisons Among the States(7)

Highest and Lowest State and Local Tax Burdens(3)

Total State Total Taxes

and Local Taxes as a Percentage
State Per Capita(2) Rank(3) of Income(2) Rank(3)
District
of Columbia  $5,636 ] — —
Alabama 2,170 51 — —
Maine — — 13.2% 1
New Hampshire — — 8.4 51

Notes: (1)Data from the U.S. Census Bureav and the Bureau of
Economic Analysis. (2)“Total State and Local Taxes” does not
include revenue from charges, user fees, or special assessments.
(3)Comparison rankings shown are based on a tax burden analysis
of all 50 states and the District of Columbia.
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Alcoholic Beverage Taxes

Taxpayer

* Manufacturers, importers, wholesale distributors (beer, wine,
and mixed beverages).

* Qhio Department of Commerce, Division of Liquor Control

(liquor).

Tax Base
Beer, wine, mixed heverages, and liquor.

Rates
Beer
Barrel (31 gallons) $5.58 per barrel
Containers (over 12 ounces)
per six ounces 0.84 cent(s)
Containers (12 ounces
or less) per ounce 0.14 cent(s)
Wine
Less than 14% alcohol
by volume 32 cents per gallon
14% to 21% alcohol
by volume $1.00 per gallon
Apple cider (alcohol content
over 0.5% by volume) 24 cents per gallon
Vermouth $1.10 per gallon
Sparkling wine, champagne $1.50 per gallon
Mixed beverages $1.20 per gallon
Liquor $3.38 per gallon

Major Exemptions

* Sacramental wine.

* Salestothe federal government.
* Salesininterstate commerce.

* Small breweries and wineries.
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Alcoholic Beverage Taxes

Revenue (In Millions)

Fiscal Wine & Mixed

Year  Beer Beverages Liquor Total
2001 $46.9 $8.8 $29.0 $84.7
2002 41.6 8.9 29.3 85.8
2003 48.3 9.0 29.7 87.0
2004 48.1 9.1 309 88.1
2005 48.1 9.5 32.2 89.8

Disposition of Revenue

* Qhio Grape Industries Fund (see Ohio Revised Code section
4301.432: five cents per gallon of wine, two cents of which is
atemporary levy).

* Remainder fo the General Revenue Fund.

Payment Dates

Beer Advance payment by 18" of current
month; balance due 10" of following
month.

Wine and 18" of each month for previous

mixed beverages month.

Liquor gallonage Weekly on or before Monday.

Special Provisions/Credits

Beer taxpayers can receive a 3.0% discount on the amount of their
estimated advance payment when filing and paying their return.
Estimated advance payments must be made by the 18" of the
month, and returns are due by the 10" of the following month.

Wine and mixed beverages taxpayers can receive a 3.0% discount
for timely filing of their return and payment of the tax if payment
is received by the 18™ of the month.

Any licensed Qhio brewer whose total production is less than 31
million gallons in a calendar year will receive in the following
year a credit for the full amount of excise tax up 0 9.3 million
gallons of beer distributed in Ohio, and a refund of any excise
tax paid.

Any licensed Qhio wine producer whose total sales do not
exceed 500,000 gallons in a calendar year will be granted in the
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Alcoholic Beverage Taxes

following year an exemption from excise tax and a refund of any
excise tax paid.

Counties and convention facilities authorities may levy taxes of
up to 16 cents per gallon on beer, 32 cents per gallon on wine
and mixed beverages, 24 cents per gallon on apple cider, and
$3.0 per gallon on spirituous liquor. This revenue is to

be used for the construction of a sports facility. Cuyahoga
County adopted this tax effective August 1, 1990 (see
Alcoholic Beverage Taxes — County section).

Sections of Ohio Revised Code
Chapters 131,4301,4303, 4305, and 4307.

Responsibility for Administration
* Tax Commissioner (beer, wine and mixed heverages).
* Ohio Department of Commerce, Division of Liquor Control

(liquor).

History of Major Changes
1933 « Beer and malt beverages taxed at $1.00 per barrel.
* Wine taxed at 10% of retail price.

1934 * Liquor taxed at $1.00 per gallon.
* Rate on bottled beer and malt beverages set at
0.75 cent(s) per six ounces.

1935 ¢ Mixed beverages taxed at 10% of retail price.
* Malt beverage tax increased to $2.50 per barrel.

1939 * Mixed beverages taxed at 40 cents per gallon.
* Wine tax revised as follows:
Wine (less than14% alcohol) 12 cents per gallon.
Wine (14% to 21% alcohol) 30 cents per gallon.

Vermouth 60 cents per gallon.
Sparkling wine and
champagne $1.00 per gallon.

1959 * Sales of wine and mixed beverages subjected to
sales tax.
* Beertaxincreased to $2.50 per barrel.
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1967 * Beer and malt beverages subjected to sales tax.

1969 « Liquor gallonage tax increased to $2.25 per gallon.
* Mixed beverage tax increased to 80 cents per gallon.
* Wine tax revised as follows:
Wine (less than

14% alcohol) 24 cents per gallon.
Wine

(14% to 21% alcohol) 60 cents per gallon.
Vermouth 75 cents per gallon.
Sparkling wine and

champagne $1.25 per gallon.

1981 * Temporary tax increases on beer, malt beverages, wine,
and mixed beverages during the period January - June
1981.

1982 * Credit against taxes enacted for Ohio brewers and wine

producers.

* Wine tax increased two cents per gallon.

* Three cents per gallon of tax on wine earmarked for Ghio
grape industries.

* Distinction between “beer” and “malt” beverages
repealed.

* Tax on beer in containers of 12 ounces or less changed to
0.125 cent(s) per ounce.

1989 * Barreled beer rate increased to $3.50 per barrel.

1992 * Alcoholic beverage and liquor gallonage rates

increased, as follows:

- Beerto 0.14 cent(s) per ounce for bottled and
$5.58 per barrel.

- Wine (less than 14% alcohol) to 32 cents per gallon.

- Wine (between 14% and 21% alcohol) to $1.00 per
gallon.

- Sparkling wine to $1.50 per gallon.

- Vermouth to $1.10 per gallon.

- Mixed beverages to $1.20 per gallon.

1995 « An additional two cents of the excise tax on wine
allocated to the Ohio grape industry special
account until July 1,1999.
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* Tax on apple cider reduced fo 24 cents per gallon.

1997 * Department of Liquor Control was renamed
Division of Liquor Control and fransferred to the
Department of Commerce.

1999 « Continuation of the two cents/gallon credit to the
Ohio Grape Industries Fund until July 1,2001.

2001 * Continuation of the two cents/gallon credit to the
Ohio Grape Industries Fund until July 1,2003.

2003 * Continuation of the two cents/gallon credit to the
Ohio Grape Industries Fund until July 1, 2005.

2005 * Continuation of the two cents/gallon credit to the
Ohio Grape Industries Fund until July 1, 2007.

Comparisons with Other States (As of 04/06)(1)(2)
Notes: (1)Percentages refer to alcohol confent, which is
measured by volume. (2)Beer excludes malt beverages.

California
Beer
Still wines
Sparkling hard cider
Champagne, sparkling wine
Distilled spirits

(100 proof or less)
Distilled spirits

(over 100 proof)

Florida

Malt beverages

Ciders

Beverages and wine (0.5%
to less than 17.259%)

Beverages, other than wine
(17.259%
t0 55.78%)

Beverages (over 55.78%)

Wine (17.259% or more)

20 cents per gallon
20 cents per gallon
20 cents per gallon
30 cents per gallon

$3.30 per gallon
6.60 per gallon

48 cents per gallon
89 cents per gallon
$2.25 per gallon
6.50 per gallon

9.53 per gallon
3.00 per gallon
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Comparisons with Other States (As of 04/06)(7)(2)
Notes: (1)Percentages refer to alcohol confent, which is
measured by volume. (2)Beer excludes malt beverages.

Natural sparkling wine 3.50 per gallon
Illinois
Beer and cider (between 0.5%

to 7.0%) 18.5 cents per gallon
Alcohol and spirits, including

wine (less than 20%) 73 cents per gallon
Alcohol and spirits

(20% or more) $4.50 per gallon
Indiana
Beer and hard cider 11.5 cents per gallon
Mixed beverages

(15% or less) 47 cents per gallon
Wine (less than 21%) 47 cents per gallon
Liquor and wine

(21% or more) $2.68 per gallon
Kentucky
Beer $2.50 per barrel
Wine 50 cents per gallon
Spirits 1.92 per gallon
Massachusetts
Beer $3.30 per 31-gallon barrel
Cider (3.0% to 6.0%) 3.0 cents per wine gallon
Still wine, including

vermouth 55 cents per wine gallon
Sparkling wine

and champagne 70 cents per wine gallon
Other alcoholic beverages:

(15% or less) 1.10 per wine gallon

(over 15% to 50%) 4.05 per wine gallon

(over 50%) 4.05 per proof gallon
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Comparisons with Other States (As of 04/06)(1)2)
Notes: (1)Percentages refer to alcohol content, which is
measured by volume. (2)Beer excludes malt beverages.

Michigan
Beer $6.30 per 31-gallon barrel
Wine (16% or less) 13.5 cents per liter
Wine (over 16%) 20 cents per liter
Liquor (21% or more)

On premises 8.0% of retail price + 4.0% surtax

Off premises 9.85% of retail price + 4.0%

surtax

Mixed drinks 48 cents per liter
New Jersey
Beer 12 cents per gallon
Apple cider (3.2% t0 7.0%) 12 cents per gallon

(7.0% or more) 70 cents per gallon
Wines, vermouth,
sparkling wines 70 cents per gallon
Liquor $4.40 per gallon
New York
Beer 11 cents per gallon
Wine (still and sparkling) 18.93 cents per gallon
Cider 3.79 cents per gallon
Liquor (less than 2%) 1.0 cent per liter

(2% to 24%) 67 cents per liter

(more than 24%) $1.70 per liter
Pennsylvania
Beer $2.48 per barrel

Wine (all wine sales are
through state stores;
revenue is generated
from various taxes,
fees, and net profits)
Liguor 18% of price (including
all applicable federal excise
taxes and allowed mark-ups)
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Alcoholic Beverage Taxes

Comparisons with Other States (As of 04/06)(1)2)
Notes: (1)Percentages refer to alcohol confent, which is
measured by volume. (2)Beer excludes malt beverages.

Texas

Beer $6.00 per barrel

Still wine (14% or less) 20.4 cents per gallon
Still wine (over 14%) 40.8 cents per gallon
Sparkling wine 51.6 cents per gallon
Malt liquor (over 4.0%) 19.8 cents per gallon
Distilled spirits 2.40 per gallon

Mixed beverages 14% of gross receipts

West Virginia

Beer $5.50 per barrel
Wine 26.406 cents per liter
Liquor 5.0% of purchase price
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Cigarette and Other Tobacco
Products Tax

Taxpayer

Cigarette tax: cigarette dealers (primarily wholesalers), who
must be licensed, pay the tax by purchasing tax indicia (stamps
or impressions). The indicia must be affixed to all packs of
cigarettes before sale at retail.

Other tobacco products: manufacturers that sell to retail
dealers, wholesale dealers, and retail dealers that receive
untaxed products.

Tax Base

* (igarettes.

* Qther tobacco products including cigars, chewing
tobacco, snuff, and smoking tobacco.

Rates

* Cigarettes: 2.75 cents per cigarette (55 cents per pack of 20
cgarettes).
Rates increased to 6.25 cents per cigarette ($1.25 per pack of 20
cgarettes) effective July 1,2005.

* Other tobacco products: 17% of wholesale price.

Major Exemptions
None.

Revenue (In Millions)

Fiscal

Year Total
2001 $282.5
2002 281.3
2003 599.9*
2004 5515
2005 5711

Note: *Includes floor tax of $35.3 million.

Disposition of Revenue
General Revenue Fund.
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Payment Dates

Cigarette dealers file returns on January 31 and July 31.
However, most tax payments are remitted as advanced
purchases of indicia.

Other tobacco products dealers file returns by the end of the
month for the previous month’s liability or by April 30, July 31,
October 31, and January 31 for the previous quarter’s liability.

Special Provisions/Credits

The Tax Commissioner is required to allow cigarette dealers a
minimum discount of 1.8% of face value of the purchase of
tax stamps or impressions as a commission for affixing and
cancelling them. The current applicable discount rate is 1.8%.

For other tobacco products dealers, a 2.5% discount is given for
timely payment. Counties may levy taxes of up to 0.225 cenf(s) per
cigarette (4.5 cents per pack of 20 cigarettes). The revenue must be
used for construction of a sports facility. Cuyahoga County adopted
a tax of 4.5 cents per pack as of August 1, 1990 (see Cigarette
Tax — County section).

Sections of Ohio Revised Code
Chapter 5743.

Responsibility for Administration
Tax Commissioner.

History of Major Changes

Total
Tax Rate
Year Per Pack of 20
1931 * Tax enacted. Two cents
1956 * One cent rate increase. Three cents
1959 « Two cents rate increase. Five cents
1969 « Five cents rate increase. 10 cents

1971 * Five cents rate increase.
* (igarettes exempted from sales tax. 15 cents
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1981

1983

1986

1987

1991

1992

1994

1999

2001

Cigarette and Other Tobacco Products Tax

One cent rate decrease.
(igarettes made subject to sales tax.

Tax changes to a per-cigarette
rate of 0.7 cent(s).

Counties authorized to levy permissive
cigarette tax for funding the building of
a sports facility.

Rate increase of 0.2 cent(s) per cigarette.

All cigarette tax revenues allocated to the
General Revenue Fund when capital
improvement bonds retired in 1992.

As of January 1, 1992, taxpayers no
longer allowed 30-day credit on
purchases of tax stamps and
impressions.

Other tobacco products tax enacted at
17% of the wholesale price.

Rate increase of 0.3 cent(s) per cigarette.

Taxpayers allowed 30-day credit on
purchases of tax stamps and meter
impressions from July 1 fo

April 30 of each year.

Prohibited affixing of tax stamps to
certain packages of cigarettes

(gray market cigarettes).

Required tobacco manufacturers selling
cigarettes in Ohio and not part of the
Attorney General’s tobacco settlement to
place funds annually in escrow accounts
for payment of future lawsuits.

Reduced minimum allowable cigarette
stamp discount rate from 3.6% to 1.8%.
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Cigarette and Other Tobacco Products Tax

2002 * Rate increase of 1.55 cents per
cigarette effective July 1. 55 cents

2003 * Purchase of stamps on credit
without a bond permitted

for qualifying wholesalers. 55 cents

2005 * Rate increase of 3.5 cents per
cigarette effective July 1. $1.25

Comparisons with Other States (As of 01/06)

Cigarette
Tax Rate Other Tobacco
Per Pack of 20 Products Rate

State (monetary amount) (percent of wholesale price)
California 87.0 cents 46.76%
Florida 339 25.001)
lllinois 98.0 18.0
Indiana 55.5 18.0
Kentucky 30.0 15
Massachusetts $1.51 30.0(2)
Michigan 2.00 32.0
New Jersey 240 30.0
New York(3) 1.50 37.0
Pennsylvania 1.35 —
Texas 41.0 cents 35.213(4)
West Virginia 55.0 7.0

Notes: (1)Tax is levied on smoking tobacco, chewing tobacco, and
snuff. (2)Tax is levied on smoking tobacco and cigars. There is also
a tax on smokeless tobacco of 90% of the wholesale price.
(3)There is also a use tax of $1.50 per pack on unstamped
cigarettes. (4)Tax rate shown is for tobacco and snuff. Cigars are
taxed at a variable rate, based on price, of from one centto 15
cents per fen cigars.

tux.ohio.govl


http:tax.ohio.gov

State Taxes

28

Corporation Franchise Tax

Taxpayer

Domestic and foreign corporations doing business in Ohio,
owning capital or property in Ohio, holding a charter or
certificate of compliance authorizing the corporation to do
business in Ohio, or otherwise having nexus with Ohio during
the calendar year (unless specifically exempt).

Tax Base

The corporation franchise tax is an excise tax levied on the value
of a corporation’s issued and outstanding shares of stock.

There are two bases for determining the value of a corporation’s
issued and outstanding shares: the netincome base and the net
worth base. A taxpayer pays tax on that base, described below, that
produces the greater tax.

1. Ohio Net Worth Base (taxable value): Net book value of
assets less net carrying value of liabilities yields net worth.
The net book value of exempted assets is subtracted from net
worth, and any “qualifying amount” as reflected on the books of
the corporation is added to net worth, thus yielding the net
value of the stock. This amount is multiplied by the Ohio
apportionment ratio to yield taxable net worth.

2. Ohio Net Income Base (Ohio taxable income): The
computation begins with federal taxable income, plus or minus
any Ohio adjustments. From this tax base, business income is
apportioned to Ohio by the Ohio apportionment ratio, and
nonbusiness income is allocated in and outside Ohio based upon
certain situsing provisions. For taxable years ending prior to
June 26, 2003, Ohio law made no distinction between business
income and nonbusiness income. The total income allocated and
apportioned to Ohio, plus certain additions and minus certain
deductions, yields Ohio taxable income.

The Ohio apportionment ratio is the sum of the property factor (the
ratio of property in Ohio fo property everywhere, times 20%), the
payroll factor (the ratio of payroll in Ohio to payroll everywhere,
times 20%), and the sales factor (the ratio of sales in Ohio to
sales everywhere, times 60%).

Net income base apportionment:

For taxable years ending on or after June 26, 2003 the net income
base property, payroll, and sales factors specifically exclude that
portion of property, payroll, and sales otherwise includable in the
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factors to the extent that the portion relates to, or is used in
connection with, production of nonbusiness income allocable under
Ohio Revised Code section 5733.051 (see R.C. 5733.05(B)(2) as
amended by Amended Substitute House Bill 95, 125" General
Assembly). For example, real property generating allocable
nonbusiness rental income is excluded from the denominator of the
property factor, and if the property is in Ohio, from the numerator
as well.

For taxable years ending on or after December 11,2003, receipts
from services are sitused to Ohio in proportion to the purchaser’s
benefit, with respect to the sale, in Ohio, to the purchaser’s benefit,
with respect to the sale, everywhere.

Net worth base apportionment:

For taxable years ending on or after June 26,2003, the numerator
and denominator of the netincome base property, payroll, and
sales factors are adjusted to include the portion of any real
property and tangible personal property, payroll, and sales,
respectively, relating to, or used in connection with, production of
nonbusiness income allocated under R.C. 5733.051 (see R.C.
5733.05(C)(2). For example, real property generating nonbusiness
rental income allocated to Ohio is excluded from both the
numerator and denominator of the netincome base property factor,
but the net worth base apportionment property factor is adjusted to
include such property.

Rates

General Rate (excluding financial institutions):

1. 4.00 mills on Ohio net worth. The maximum tax for each
taxpayer on the net worth base is $150,000.

2. 5.1% on the first $50,000 of Ohio net income plus 8.5% on Ohio
net income in excess of $50,000. (Corporations that meet
ownership requirements to file a combined report must share
the tax bracket to which the 5.1% rate applies, regardless of
whether or not the corporations filed combined.)

For taxable years ending on or before June 25,2003, the minimum
fee is $50. For taxable years ending on or after June 26, 2003, the
minimum fee increased to $1,000 if: (a) the sum of the taxpayer’s
gross receipts from its activities in and outside Ohio during the

year equals or exceeds $5.0 million, or (b) the total number of its
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employees in and outside Ohio at any time during the year equals
or exceeds 300. For all other taxpayers the minimum fee
remains $50.

In addition, corporations are subject to a litter tax. Each
corporation is subject to the Tier I litter tax, and “litter stream”
corporations are also subject to the Tier Il litter tax. The litter tax
does not apply to financial institutions.

Franchise Tax Phase-Out. For most taxpayers the franchise
tax will ratably phase out over the five franchise tax years 2006
through 2010 (taxable years ending in 2005 through 2009; rates
decrease each year to reach zero in 2010). During this same period
Ohio’s new commercial activity tax (CAT) will phase in by
increasing rates each year for most franchise taxpayers. (For a list
of entities not subject to the franchise tax phase-out and not
subject to the CAT, see the “Exceptions to Franchise Tax Phase-Out”
paragraph on the following page.)

For report years 2006, 2007, 2008, 2009, and 2010, franchise
taxpayers subject to the phase-out must pay 80%, 60%, 40%,
20%, and 0.0%, respectively, of the franchise tax after non[]
refundable credits that they would otherwise pay were it not
for the phase-out. However, the nonrefundable credit for tax paid by
a qualifying pass-through entity is fully recoverable. Rather than
applying the phase-out factor to this credit, the new law phases out
the tax that a pass-through entity must pay on its Ohio income
passing-through to qualifying investors that are subject to the
franchise tax phase-out.

For report year 2006, franchise taxpayers subject to the phase-out
must multiply their franchise tax after nonrefundable credits (other
than the nonrefundable credit for tax paid by a qualifying pass-
through entity) by the 80% phase-out factor. For those taxpayers
subject fo the franchise tax phase-out, the phase-out applies to the
2006 report even if the taxpayer’s taxable year ended prior to the
June 30, 2005 effective date of the new law.

The phase-out factor has no effect on the franchise tax minimum

fee. Taxpayers liable for the minimum fee will continue to pay the
full fee during the phase-out period.
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Exceptions to Franchise Tax Phase-Out. The franchise tax
phase-out and CAT phase-in do not apply to the following entities:
(o) financial institutions, (b) financial holding companies, (c) bank
holding companies, (d) savings and loan holding companies, (e)
affiliates of entities described in (a) through (d) above when
engaged in financial institution-type activities, (f) certain offiliates
of insurance companies when engaged in insurance-type activities,
and (g) “securitization” companies described in R.C. 5751.01(E)(10).

Financial institutions rate:
13 mills on net worth, but the $150,000 net worth tax limit does

not apply.

Major Exemptions

* Nonprofit corporations.

* Dealersinintangibles (stockbrokers, mortgage
companies, etc.).

* Insurance companies, HMO’s, and other corporations
required to file annual reports with the Director of the Ohio
Department of Insurance.

* Public utilities (except railroads, electric companies, long
distance telephone companies, and beginning in 2005 all
telephone companies).

* Credit unions.

* “S” corporations and qualified subchapter S subsidiaries
(QsSS).

* Real Estate Investment Trusts (REIT), Regulated Investment
Companies (RIC), and Real Estate Mortgage Investment
Conduits (REMIC).

* Corporations in bankruptcy proceedings under Chapter 7 of
the U.S. Bankruptcy Code.

* Corporations exempt under federal law.

* High-technology start-up companies are exempt from the net
worth base. Subject to certain limitations, a corporation that
is organized not more than three years prior to March 31 of
any tax year during the 2003-2007 period is not subject to
the net worth base of the franchise and litter taxes during
such tax year. (Such corporations are subject to the net
income base of the franchise and litter taxes.)

* Qualifying holding companies are exempt from the net
worth base.
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Revenue (In Millions)

General Local

Fiscal Rev. Gov't. Other

Year Fund Funds Funds* Total
2001 $915.3 $46.1 $11.6 $973.0
2002 7123 48.8 13.3 774.4
2003 747.2 47.5 13.6 808.3
2004 809.1 475 14.0 870.6
2005 1,051.6 47.5 12.5 1,111.6

Note: *Includes litter funds and Attorney General
Claims Fund.

Disposition of Revenue

After making any required deposits in the Attorney General
Claims Fund, 95.2% of remaining revenue is deposited in
the General Revenue Fund, 4.2% is deposited in the Local
Government Fund, and 0.6% is deposited in the Local
Government Revenue Assistance Fund.

For fiscal years 2002 and 2003, the two local government

funds were frozen and each received the sume amount of
corporation franchise tax revenue as they received in Fiscal Year
2001. The remainder was deposited in the General Revenue

Fund. This freeze was continued in fiscal years 2004 and 2005 and
again in the biennium budget for fiscal years 2006 and 2007. Refer
to Disposition of Revenue in the Individual Income Tax
section for information on the semi-annual reduction of the
deposits into the local government funds.

Payment Dates

January 31:  1/3 of tax liability.
March 31:  1/3 of tax liability.
May 31: 1/3 of tax liability.

Special Provisions/Credits

Anonrefundable credit is provided for cash donations made to
municipal corporations, townships, counties, park districts, and
boards of education that have received litter control and recycling
grants. The credit is limited to the lesser of one-half of the cash
donation or one-half of the sum of the litter taxes paid by the
taxpayer.
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Anonrefundable credit is provided fo state-chartered savings
and loan institutions for the difference between the annual
assessment paid fo the state division of savings and loans and
the supervisory fees paid to the federal savings and loan
insurance corporation.

Anonrefundable credit is available equal fo the taxpayer’s
proportionate share of the tax paid by a pass-through
entity in which the taxpayer is directly or indirectly a
qualifying investor.

In determining Ohio taxable income, a corporation claiming the
pass-through entity credit must add to federal taxable income the
amount claimed as a credit to the extent that the amount was
deducted or excluded from the corporation’s federal taxable income.

In addition to other applicable credits, corporations located in
an “enterprise zone” may qualify for three nonrefundable
credits:

* C(redit for amount reimbursed to certain employees for day care
costs — maximum of $300 per child.

* (redit for amount reimbursed to certain employees for job
training costs — maximum of $1,000 per employee.

* C(redit for each new employee hired who had been a
participant in the Ohio Works program, the prevention,
retention, and contingency program, or the former general
assistance program — $1,000 per employee.

Anonrefundable credit or grant may be taken for manufacturing
machinery and equipment purchased between July 1,1995 and
June 30, 2005 and located in Ohio. The credit is 7.5% of the
amount by which the cost of the qualifying equipment purchased
during the qualifying period for use in an Ohio county exceeds the
“base investment” for that county. For equipment that is located in
certain eligible areas (areas classified as inner city, distressed,
labor surplus, or in situational distress), the credit percentage is
13.5% rather than 7.5%. For taxable years ended on or after July
1,2005, the credit converts to a grant administered by the Ohio
Department of Development (even for the 1/7 amounts from 2004
and earlier qualifying purchases).
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A nonrefundable credit may be claimed by grape producers equal to
10% of the cost of property used in growing, harvesting or
producing grapes in Ohio.

A nonrefundable credit may be granted to investors who make
qualified investments in qualifying small Ohio-based research and
development or technology transfer companies. The credit is 25%
of the amount of capital invested by the taxpayer in the qualifying
company.

A nonrefundable credit is provided equal to one-half of the average
annual costs for an eligible job training program, subject to a
maximum of $1,000 per trained employee and a $100,000
maximum per taxpayer.

A nonrefundable credit is available equal to 7.0% of the excess of
qualified research expenses incurred during the taxable year over
the average annual qualified research expenses incurred during the
three preceding taxable years. For those taxpayers subject to the
franchise tax phase-out and the CAT phase-in, the 2008 franchise
tax report is the last report for which the R.C. 5733.351 nonrefund-
able credit for qualified research expense will apply. The credit
then automatically converts to a nonrefundable credit against the
taxpayer’s CAT liahility for CAT periods beginning on or after
January 1,2008. For those taxpayers not subject to hoth the
franchise tax phase-out and the CAT phase-in, the credit continues
under the franchise tax.

A nonrefundable credit is available to an offiliated group if the
group pays over $3.5 million in additional tax as a result of the
related entity and related member adjustments. The credit is equal
to the additional tax in excess of $3.5 million but may not exceed
$1.5 million.

A nonrefundable credit is provided fo railroad companies equal to
10% of their total maintenance expenditures during the taxable
year for each grade crossing warning device in this state. But the
credit for each device may not exceed $200 per year.

A nonrefundable credit may be granted by the Director of the Ohio

Department of Development equal to 10% of a company’s costs
incurred in completing a voluntary clean-up of a contaminated site

(not to exceed $500,000).
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A nonrefundable credit is available to electric companies equal to
$1.0 per ton of Ohio coal used in a coal-fired electric generating
unit.

A nonrefundable credit is available beginning in tax year 2004
equal to a borrower’s qualified research and development loan
payments during the calendar year immediately preceding the tax
year. These payments represent principal and interest on a loan
made to the borrower from the research and development fund
administered by the Ohio Department of Development. For those
taxpayers subject to the franchise tax phase-out and the CAT phase-
in, the last year the credit is applicable to the franchise tax is
report year 2008. This credit then automatically convertstoa
nonrefundable credit against the CAT. For those taxpayers not
subject to both the franchise tax phase-out and the CAT phase-in,
the credit continues under the franchise tax.

A nonrefundable credit is available to encourage large Ohio
manufacturers to retain jobs in Ohio. The credit applies to: (a)
taxpayer-manufacturers that make a capital investment of af least
$200 million af a single Ohio project site during any three
consecutive calendar years after 2001, and to (b) taxpayers that
make a capital investment of at least $100 million at a single Ohio
project site during any three consecutive calendar years after 2001
provided that the average wage of all full-time employment
positions at the project site is greater than 400% of the federal
minimum wage. For those taxpayers subject to the franchise tax
phase-out and the CAT phase-in, the 2008 franchise report is the
last year in which the credit may be claimed on the franchise
report. The credit then automatically converts to a nonrefundable
CAT credit beginning on January 1, 2008 for the remaining years of
the taxpayer’s agreement with the Ohio Tax Credit Authority. For
those taxpayers not subject to the franchise tax phase-out and the
CAT phase-in, the credit continues under the franchise tax.

A credit is available beginning in tax year 2007 to Ohio Venture
Capital Program lenders and investors to provide some security

against losses on loans to the program.

Telephone companies may be enfitled to one or more of the
following credits for:
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* small telephone companies;
* eligible nonrecurring 9-1-1 charges; and
* providing programs to aid the communicatively impaired.

Financial institutions are subject fo a franchise tax net worth base
that differs from the net worth base of general corporations.
Financial institutions are also subject to a different apportionment
formula than that used for general corporations.

A corporation that dissolves or surrenders its license to conduct
business prior to January 1 of the tax year, while not subject o the
franchise tax, is subject to an “exit tax” on its unreported Ohio net
income (income not previously included in a franchise tax report).
Under certain circumstances the income of a transferor corporation
no longer subject to the franchise tax is attributed to a transferee
corporation that received substantially all of the transferor
corporation’s assets in a tax free reorganization.

Under certain circumstances a taxpayer must add to its income
certain gains and losses that were included in the federal taxable
income of arelated entity that is not an Ohio taxpayer. Interest
expense and intangible expense paid to related members are
also added to a taxpayer’s net income.

If ataxpayer is a related member to a qualifying holding company,
the taxpayer must adjust its net worth and debt by the “qualifying
amount.” The qualifying amount is an amount that results in the
taxpayer’s debt-to-equity ratio equaling the debt-to-equity ratio of
the qualifying controlled group of which the taxpayer is a member.

Sections of Ohio Revised Code
Chapter 5733, Chapter 5751.

Responsibility for Administration
Tax Commissioner.

History of Major Changes
1902 * Enacted at rate of 1.0 mills on value of capital
stock located in Ohio.

1959 * Rate increased to 3.0 mills.

1967 * Rate increased to 4.0 mills.
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1969

1971

1978

1980

1981

1982

1983

1985

Corporation Franchise Tax

Rate increased to 5.0 mills.

Income hase added; 4.0% on first $25,000 of net
income, 8.0% on $25,001 and above.

Credit allowed for certain tangible property taxes.

Additional “litter” rates enacted for tax years

1981 through 1986:
Litter rates for all corporations except “litter stream
corporations — 0.14 mill on net worth, or 0.11% on the
first $25,000 of income and 0.22% on income over
$25,000. Maximum tax of $5,000.

Litter rates for corporations manufacturing or selling
“litter stream” products — 0.28 mill on net worth, or
0.11% on the first $25,000 of income and 0.44%
onincome over $25,000. Maximum tax of $10,000.

15% surtax imposed for tax year 1981.

Increase in regular corporate rates to 5.5 mills

on net worth and to 4.6% and 8.7% on net income.

The minimum tax was increased to $150. Financial
institutions exemption repealed; they became taxed at

a 6.5-mill rate on net worth for tax years 1982 and 1983.
5.75% surtax imposed for tax year 1982.

5.75% surtax imposed for tax year 1983.

Increase in regular corporate rates to 5.82 mills

on net worth and fo 5.1% and 9.2% on net income plus
0 5.4% surtax. The minimum tax was reduced to $50.
Increase in financial institutions rates to 15 mills

on net worth plus an additional tax of 6.47 mills

on savings and loans and 1.54 mills on other

financial institutions for tax years 1984 and 1985.

Litter tax rates continued through 1991.

Surtax on net income reduced to 2.7% in 1987, repealed in
1988.

“S” corporations exempted beginning in 1987.
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1986 *

1987

1989 *

1991

1992

1994

1995 ¢

1996 *

1997

Corporation Franchise Tax

Net income top rate decreased to 8.9% in 1988; lower
bracket doubled to first $50,000 of net income for 1989.

Long-distance telephone companies subject to tax
in1988.
Litter tax rates continued through 1993.

Corporations undergoing “F” reorganizations
subject to tax.

Income transferred to passive investment
corporations subject to tax and certain costs and
expenses paid to those corporations disallowed.

Credit for increased exports enacted.
Credit for new jobs created.

Railroads explicitly subject to tax in 1993.
Litter tax rates extended to 1995.

20% investment tax credit enacted.
Enterprise zone employment credit created.
Grape production credit enacted.

Litter tax rates made permanent.

7.5% and 13.5% investment tax credits enacted.
Portion of corporation franchise tax payments
made by railroads earmarked for rail development
fund (expired in FY 2000).

Credit given for costs incurred completing

voluntary clean-up of a contaminated site.

Credit given for investors who make qualified
investments in an Ohio early stage investment entity.

Eligible period for 7.5% and 13.5% investment tax

credits extended to December 31, 2000.

Effective tax year 1999, net worth tax simplified,

tax rate lowered to 4.0 mills and maximum liability

of $150,000; top net income tax rate also lowered to 8.5%.
Tax on financial institutions reformed effective tax year
1998 with a 14-mill rate in tax year 1999 and 13-mill rate
beginning tax year 2000. Net income tax rates imposed on
qualifying pass-through entity income.
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2001

2002
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Eligible period for 7.5% and 13.5% investment tax credits
extended to December 31, 2005.

Effective tax year 2001, credit given for increased instruc-
tional costs for employee training.

Effective tax year 2002, credit provided for increase in
qualified research expenses.

Effective tax year 2002, credit available for costs of
maintaining active railroad grade crossing devices.
Electric utilities subject to corporation franchise tax
effective in 2002.

Credit of $3.0 per ton of coal burned in coal-fired electric
generating unit after April 30,2001 but before January 1,
2005, effective in 2002.

Effective tax year 2001, credit of lesser of $1,000 or one-
half of the cost of lights and reflectors installed on
agricultural tractors, if purchased between October 5,2000
and October 4, 2001.

Job training credit changes enacted.

Job training tax credit delayed until tax year 2004 and
extended through tax year 2006 (originally scheduled to
expire in tax year 2004).

Credit for increase on qualified research expenses delayed
until tax year 2004 (originally scheduled to begin in tax
year 2002).

Effective tax year 2003, credit available on investments
made by a financial institution in a dealer in intangibles.
Effective tax year 2003, credit available for fostering job
retention.

Effective tax year 2003, net worth exemption for high-tech
start-ups for first three years of existence.

Job retention credit created.

Net worth exemption enacted for high-tech start-up
companies.

(redit enacted for investment in certified ethanol plants.
Bonus depreciation adjustment.

Codification of the Department of Taxation’s policy and
interpretation of disregarded entities.

Codification of uniform application for refund procedure
applicable to franchise tax and various other taxes.
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2003

2004 *

2005 *

Corporation Franchise Tax

Codification of a uniform petition for reassessment
procedure applicable to franchise tax and various other
taxes.

Revision of the late payment penalty including a penalty
safe-harbor for estimated payments.

Extension of the Ohio net operating loss carry over
consistent with federal law.

For taxable years ending on or after June 26,2003, enacted
business/nonbusiness income treatment:
- Internal Revenue Code (I.R.C.) section 179 depreci-

ation adjustment;
- revision of sham transaction statute;
- increased to $1,000 the minimum fee for certain

large corporations; and
- permitted net worth apportionment ratio to differ

from netincome apportionment ratio.
Manufacturing and equipment credits extended ten years to
Dec. 31, 2015.
Research and development loan repayment credit enacted.
Credit allowed for losses on loans made to Ohio Venture
Capital Program.
Sales factor amendments enacted that implemented
a market-theory approach for sales other than inventory
sales of tangible personal property and real estate.

Local telephone companies subjected to tax beginning in
tax year 2005. Tax year 2005 liability, for companies with
a taxable year ending in 2004, was computed by multiply-
ing by 50% the tax otherwise due, net of all nonrefundable
credits; companies also required to compute the net
operating loss carried forward from tax year 2005 to a
future year by multiplying by 50% the net operating loss
otherwise computed for the taxable year ending in 2004.
Apportionment method of netincome base changed for
sales factor ratio of income from sales of services and
certain intangibles; such sales were sitused to the location
where the henefit of the sale is received.

Phase-out of the corporation franchise tax enacted over the

five franchise tax years 2006 through 2010. For report
years 2006, 2007, 2008, 2009, and 2010 franchise
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taxpayers must pay 80%, 60%, 40%, 20%, and 0.0%,
respectively, of the franchise tax after nonrefundable
credits they would otherwise pay were it not for the
phase-out. The nonrefundable credit for tax paid by a
qualifying pass-through entity made fully recoverable.

* For taxable years ending on or after July 1, 2005 the
nonrefundable credit for purchases of new manufacturing
machinery and equipment (7.5%-13.5% credit) converted
to a grant administered by the Department of Develop-
ment. The qualifying purchase period for the credit and the
grant ended on June 30, 2005; equipment purchased after
June 30, 2005 does not qualify for the credit or the grant.
Equipment required to be installed by June 30, 2006. Prior
law required installation by December 31,2015.

* (redit per ton of Ohio coal used in a coal-fired electric
generating unit decreased to $1.0 per ton (from $3.0).

Comparisons with Other States (As of 01/06)
California
8.84% of net income.

Florida

5.5% of net income. Corporations subject to federal alternative
minimum fax pay equal to the greater of the regular 5.5% net
income tax or 3.3% alternative minimum tax. Taxpayers are also
subject to excise tax of 2.2% on the adjusted value of the federal
Accelerated Cost Recovery System (ACRS) depreciation allowance.

Illinois

4.8% of netincome. Taxpayers are also subject to 2.5% personal
property replacement tax on net income and 0.1% franchise tax on
paid-in capital.

Indiana

8.5% of udjusted gross income; 5.0% of adjusted gross income
derived from sources within a qualified area that contains an
inactive or closed military base.

Kentucky

Taxpayers pay tax based on the greater of the taxable netincome
calculation, the alternative minimum calculation, or the minimum
tax of $175. Tax on net income is imposed at the following rates:
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Comparisons with Other States (As of 01/06)

Taxable Net Income Rate
Upto  — $50,000 4.00%
$50,001 — 100,000 5.00
Over  — 100,000 7.00

The alternative minimum tax calculation is equal to the lesser of
$0.095 per $100 of gross receipts or $0.75 per $100 of the
taxpayer’s Kentucky gross profits.

Massachusetts
Corporations pay a tax based in part on each of the following:

* 0.26% on taxable tangible property that is not subject to
local taxation or on allocated net worth, plus a 14% surtax;
and

* 9.5% of taxable net income plus a surtax of 14% with
minimum tax of $456 (5400 base rate, plus a surtax of 14%
of the net tax paid).

Michigan

Adjusted tax base includes business income, compensation paid
to employees, interest payments, and depreciation of tangible
assets. For taxpayers with a fiscal year ending in December, the
tax year 2006 rate is 1.9%.

New Jersey
For tax year 2006, corporations pay the greater of the
following:
* aminimum tax of $500 ($2,000 if annual payroll is at least
$5.0 million); or
* atax of 9.0% if the corporation’s entire net income
exceeds $100,000, 7.5% if the corporation’s entire
net income is $50,001 to $100,000, or 6.5% if the
corporation’s entire net income is $50,000 or below.

New York
The greater of:
* 7.5% of allocated entire net income;
* 0.178% of allocated business and investment capital (not fo
exceed $350,000 for manufacturers or $1.0 million for all
other taxpayers);
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Comparisons with Other States (As of 01/06)
* 2.5% of minimum taxable income or a fixed dollar minimum
of $100 to $10,000, depending on gross payroll;
* plus 0.9% of allocated subsidiary capital.

Pennsylvania
9.99% of netincome plus 0.499% of taxable value of capital stock.

Texas
The greater of 0.25% on net taxable capital or 4.5% on net
taxable earned surplus.

West Virginia

9.0% of net income plus additional franchise tax equal to $50 or
0.70% of the value of the taxpayer’s capital, whichever is greater.
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Taxpayer

Firms having an office or other place of business in Ohio and
engaged in: lending money; discounting, buying or selling bills of
exchange, drafts, acceptances, notes, mortgages, or other evidences
of indebtedness; buying or selling bonds, stocks, or other invest-
ment securities; or as agent or broker for others with a view to
profit or personal earnings.

Tax Base

The tax base for dealers in intangibles is either: shares of stock of
incorporated dealers or unincorporated dealers with capital stock
divided into shares; or, capital employed by unincorporated
dealers with capital stock divided into shares.

Rate
Eight mills (0.8%) of value.

Major Exemptions
The following are excluded from the definition of a dealer
inintangibles:
* institutions used exclusively for charitable purposes;
* insurance companies; and
* financial institutions.

Revenue (In Millions)*

Gen.

Fiscal Rev. Local

Year Fund Portion Total
2001 $9.5 $15.4 $24.9
2002 1.1 114 18.5
2003 30.0 8.7 38.7
2004 299 10.7 40.6
2005 25.2 114 36.6

Note: *Figures in this table are on a fiscal year basis and
from the Office of Budget and Management. These amounts will
not match the calendar year tax liability data contained in the
Department of Taxation’s Annual Report.

Disposition of Revenue
* State General Revenue Fund: three-eighths of taxes.
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* County Undivided Local Government Fund: five-eighths of taxes.

* Effective for tax year 2003, all taxes from qualifying dealers
that are members of a qualifying controlled group of whicha
financial institution or an insurance company is a member are
deposited in the state General Revenue Fund.

Payment Dates

Dealers in intangibles must file tax returns by the second

Monday in March, and the Tax Commissioner certifies the tax to
the Ohio Treasurer of State by the first Monday of May. Within

20 days the Treasurer issues a tax bill with payment 30 days from
the date the tax bill is mailed.

Special Provisions/Credits

* The venture capital tax credit is available to qualified dealers in
intangibles.

* The eligible employee training cost tax credit is available to
dealers in intangibles.

Sections of Ohio Revised Code
Chapters 150,5707,5719, and 5725.

Responsibility for Administration
Tax Commissioner.

History of Major Changes
1931 * Enacted af 5.0 mills.

1971 * One mill increase earmarked for state General
Revenue Fund.

1987  Two mill increase for state General Revenue Fund.
* Assessment certification date changed from first
Monday in June to first Monday in May.

2001 « Effective for tax year 2003, qualifying dealers in
intangibles defined to be those dealers that are members
of a qualifying controlled group of which a financial
institution or insurance company is a member. All revenue
generated from such taxpayers is deposited in the state
General Revenue Fund.

2005 « Effective for 2006, the term “primarily” is used to
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determine who meets the definition of a dealer in
intangibles, and the Tax Commissioner is required fo
adopt a rule defining “primarily” with input from industry
representatives.

* Effective for 2006, a Notification Form of Dealer Status is
required.

* The venture capital tax credit made available to qualified
dealers in intangibles.

Comparisons with Other States (As of 01/06)
No other state has a similar special tax on dealers in intangibles.
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Taxpayer
The estate representative (executor, administrator, trustee, etc.)

or person in possession of taxable property.

Tax Base

The net taxable estate equals the value of the gross estate less

allowable deductions.

Rates
Net
Taxable Estate

Tax Rate

For dates of death on or after January 1, 2002:

If the net taxable estate is: The tax shall be:
Over $338,333 but not $13,900 plus 6% of the
over $500,000 excess over $338,333
Over $500,000 $23,600 plus 7% of the
excess over $500,000

For dates of death on or after January 1, 2001 but hefore

January 1, 2002:

If the net taxable estate is: The tax shall be:
Over $200,000 but $6,600 plus 5% of the
not over $300,000 excess over $200,000
Over $300,000 but not $11,600 plus 6% of the
over $500,000 excess over $300,000
Over $500,000 $23,600 plus 7% of the
excess over $500,000

For dates of death on or after July 1, 1968 but before

January 1, 2001:

If the net taxable estate is: The tax shall be:
Not over $40,000 2% of the net taxable
estate
Over $40,000 but not over $100,000 $800 plus 3% of the
excess over $40,000
Over $100,000 but $2,600 plus 4% of the
not over $200,000 excess over $100,000
Over $200,000 but not $6,600 plus 5% of the
over $300,000 excess over $200,000
Over $300,000 but not $11,600 plus 6% of the
over $500,000 excess over $300,000
Over $500,000 $23,600 plus 7% of the
excess over $500,000
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Major Exemptions

* Marital Deduction:
A marital deduction is allowed in an amount equal fo the net
value of any asset passing from the decedent to the
surviving spouse, but only to the extent that the
asset is included in the value of the Ohio gross estate.

* Other Deductions:
Certain items eligible to be deducted from the gross estate
prior fo calculating tax liability include, but are not limited
to: funeral expenses, costs of administering the estate,
unpaid debts against the estate, charitable bequests, as well
as that portion of an annuity or other death benefit plan
contributed by an employer or former employer of the decedent.

Revenue (In Millions)*

General
Fiscal Local Revenue
Year Governments Fund Total
2001 $285.6 $166.0 $451.6
2002 259.2 116.3 375.5
2003 256.9 100.8 357.7
2004 226.1 64.2 290.3
2005 240.5 60.4 300.9

Note: *State General Revenue Fund figures are based on

actual receipts reported by the Office of Budget and Management.
Local government figures represent a liability because they are
based on the certification of the local share (including fees) from
the semi-annual settlements that occur each year.

Disposition of Revenue

Estates with dates of death on or after January 1, 2002:

* 80% to the municipal corporation or township of origin;

* 20%, less costs of local administration, to the state General
Revenue Fund.

Effective for dates of death on or after June 29, 2004, local
governments share in the costs of administering the estate tax in
the same 80/20 split as the disposition of estate tax revenue.

Payment Dates

The estate tax return is to be filed within nine months of the
decedent’s death. However, an automatic six-month extension is
granted to all estates. Payment of the estate tax is due at the
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expiration of nine months from the date of the decedent’s death
to the treasurer of the county where the estate tax return was
filed.

Special Provisions/Credits

For estates with a date of death on or after January 1,2002, the
credit is equal to the lesser of $13,900 or the amount of estate
tax owed. This effectively exempts the first $338,333 of the
taxable estate from taxation.

Additional Estate Tax:

Tax levied in addition to the basic estate tax, to take advantage
of a now repealed federal law which allowed a credit against
federal estate tax liability for state death taxes paid. Because the
additional estate tax statute has been amended to incorporate
changes made by Congress to the Internal Revenue Code as of
June 30,2005, the state additional estate tax is constructively
repealed for all decedents who die on or after July 1, 2005.

Generation-Skipping Tax:

Tax levied to take advantage of a now repealed federal law which
allowed a state credit against federal tax liability on generation-
skipping transfers of property. Because the generation-skipping
transfer tax statute has been amended to incorporate changes
made by Congress to the Internal Revenue Code as of June 30,
2005, the state generation-skipping transfer tax is constructively
repealed for all taxable distributions and taxable terminations
occurring on or after July 1,2005.

Sections of Ohio Revised Code
Chapter 5731.

Responsibility for Administration

The Tax Commissioner administers the estate tax. The tax is
collected locally by the treasurer of the county in which the
decedent resided. Tax due for a nonresident decedent owning
real property or tangible personal property in Ohio is paid to
the county where the return is filed. This is generally the county
in which the majority of the real property or tangible personal
property is located.
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History of Major Changes

1893 *

1968 *

1976 *

1979

1982 *

1983 *

1993 *

1997

1999

2000 *

First Ohio death tax enacted — an inheritance tax levied on
the succession of property from a decedent’s estate.

Inheritance tax repealed and an estate tax levied on
taxable value of the estate.

Surviving spouse exemption raised from $20,000 to
$30,000.

Resident decedent estates with gross value under $5,000
exempted from filing returns.

Resident decedent estates with gross value under $10,000
exempted from filing returns, and all previous general and
family exemptions doubled in amount.

Tax credit and marital deduction adopted, family and
general exemptions repealed, and resident decedent
estates with gross value under $25,000 exempted from
filing returns.

Unlimited marital deduction became effective July 1,1993.

Effective March 7, 1997, excluded from taxable estate that
portion of an annuity or other death benefit plan contribut-
ed by an employer.

Increased from $25,000 to $40,000 the amount of property
or money that a surviving spouse and/or children of the
decedent can claim as an allowance for support.

Increased from $85,000 to $100,000 the maximum value of
a decedent’s estate that can be relieved from administra-
tion, but only where the surviving spouse is entitled to
inherit all assets of the estate.

Two year phased-in increase of the estate tax

credit from $500 o $13,900.

Two year phased-in increase of the local share of estate
tax revenue from 64% to 80%, lowering the state share
from 36% to 20%.

Deduction created for qualifying family-owned business

inferests.
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2001

2002

2003 *

2004

2005

Estate Tax

Atrustee’s duty to distribute income at least annually to a
surviving spouse from an IRA marital deduction frust is
safisfied so long as the language is in place fo require that
distribution.

Adoption of provisions (where certain circumstances
apply)increasing from nine months to 13 months the
timeframe within which an executor or administrator, after
the date of their appointment, shall collect decedent’s
assets and complete the estate administration.

Provisions adopted that shortened the amount of time that
another person must survive a decedent in order to inherit;
also expanded the presumptive order of death to include
probate and nonprobate transfers.

Procedures enacted for distribution of a trust estate when
a probate court terminates a trust with a fair market value
of less than $100,000; also expanded the prohibition
against trusts accumulating more than one year of income
interest granted o a surviving spouse where that income
interest is eligible for a qualified terminable interest
property deduction.

Requirement expanded for sharing of administrative costs
of estate tax between local governments and the state in
proportion to their respective share of gross estate tax
revenues; local governments required to pay 80%, and the
state 20%.

Adoption of a general definition of the Internal Revenue
Code for purposes of Ohio estate tax law.

Constructive repeal of the Ohio additional estate tax.
Creation of a temporary credit so that this change can be
incrementally retroactive to Junuary 1,2002.

Constructive repeal of the Ohio generation-skipping
transfer tax. The termination of the state generation-
skipping transfer tax applies to all taxable distributions
and taxable terminations occurring on or after July 1,2005.
The estate tax deduction for qualifying family-owned
business interests repealed effective for decedents’ dates
of death occurring on or after July 1,2005.

Effective July 1,2005, interest owing on both underpay-
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ments and overpayments of estate tax calculated based on
the “federal short-term rate” without adjustment. Any
interest calculated on the estate tax is consequently
reduced by 3.0%.

* County auditors, in addition to the undivided inheritance or
estate tax fund, authorized to use revenue from the county
real estate assessment fund for estate tax enforcement.

Comparisons with Other States (As of 03/06)

Unlike Ohio, some states, including Indiana, Kentucky, New
Jersey, and Pennsylvania levy inheritance taxes rather than
estate taxes. An inheritance tax is based upon the succession of
property transferred to an individual and the relationship of that
individual to the decedent, rather than upon the value of the
estate itself.

Other states, including California, Florida, Michigan, Texas,
and West Virginia, levy a pick-up tax equivalent to the current
federal credit. Consequently, effective January 1,2005 with the
total repeal of the federal credit, these states currently have no
death tax.

The following states have de-coupled their estate tax from the

federal code: lllinois, Massachusetts, New Jersey, New
York, and Pennsylvania.

tux.ohio.govl


http:tax.ohio.gov

State Taxes

51

Horse Racing Tax

Taxpayer
Racing permit holder.

Tax Base

Pari-mutuel tax is levied on the fotal amount wagered each day.
An additional wagering tax is levied on exofic wagering (other
than win, place and show). This includes the daily double,

quinella, perfecta, an

Rates

d trifecta.

Pari-mutuel daily wagering (total rates):

Amount

Wagered
First $200,000
Next 100,000
Next 100,000
Over 400,000

Exotic wagering:

Daily Rate
1.0%
2.0
3.0
4.0

3.0% of the amount wagered daily.

Major Exemptions

None.

Revenue (In Millions)
Thoroughbred Standardbred Other

Fiscal  Passport

Year Fund
2001 $5.5
2002 52
2003 4.6
2004 44
2005 4.0

Fund Fund

$4.2 $1.9
3.9 21
3.3 2.0
3.2 21
29 1.9

Disposition of Revenue

Distribution to:
Ohio Passport Fund

Agricultural Societies

Amount

Funds Total
$5.7 8173
62 174
56 155
6.2 159
58 146

25% of gross tax, 0.5% of amount
wagered at an off-track betting parlor,
2.5% of the amount paid on winning
tickets at an off-track betting parlor.

Remainder after distributions to other
funds plus 16.7% of the tax on exotic
wagering conducted at county fairs.
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Ohio Fairs Fund 0.5% of total wagering plus 8.3% of
exotic wagering.

Ohio Standardbred 1.125% of total wagering on harness

Development Fund races plus 8.3% of exotic wagering

on harness races.

Ohio Quarter Horse 0.625% of total wagering on quarter
Development Fund horse races plus 8.3% of exotic
wagering on quarter horse races.

Ohio Thoroughbred 1.125% of total wagering on

Race Fund thoroughbred races and 0.50% of total
wagering on commercial harness
races plus 8.3% of exotic wagering
onthoroughbred races.

State Racing Commission  0.25% of total wagering plus 16.7%

Operating Fund of the revenues from the 3.0% exotic
wagering tax and 0.50% of exotic
wagering on thoroughbred, harness,
and quarter horse races.

Payment Dates
At the end of each racing day.

Special Provisions/Credits

* (apital improvements credit:
0.75% of amount wagered is deducted from tax liability at
tracks making approved construction.

* Major capital improvements credit:
1.0% of amount wagered is deducted from tax liability at
tracks making an approved renovation costing $6.0 million or
more.

Sections of Ohio Revised Code
Chapter 3769.

Responsibility for Administration

* Tax Commissioner administers tax.
* Racing Commission regulates racing and licensing.
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History of Major Changes

1933 ¢

1953 ¢

1955 ¢

1957 ¢

1959

1975 ¢

1976 *

1977

1979

1981

1984 »

1989 *

1993 *

Enacted.
Rates reduced.

Rates increased for thoroughbred racing; separate rate
schedule for harness racing and agricultural societies
established.

Ohio Fairs Fund established.
Rates increased; thoroughbred fund established.

Flat rate adopted for thoroughbred racing; rates reduced
for harness racing; quarter horse and standardbred funds
established; tax credit for capital improvements
established; racing days increased.

Quarter horse rates reduced.

Tax credit for reconstruction of damaged racetracks estab-
lished.

Quarter horse rates reduced for a period of four
years.

Thoroughbred and harness racing rates reduced; tax credit
for capital improvements increased; additional tax on
exotic wagering established.

Tax rates and brackets for thoroughbred, harness, and
quarter horse wagering reduced.

1.5% major capital improvements credit with a minimum
credit of $10 million enacted.

Exotic wagering rate increased from 2.5% to 3.0%.
Major capital improvements tax credit minimum level for

eligibility lowered from $10 million to $6.0 million. Credit
only applied to projects approved prior to March 29, 1988.
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1994 * Wagering on simulcast events allowed. Required that
revenues not going to horse racing funds go to the Pass-
port Program.

* Amount of major capital improvements tax credit
reduced from 1.5% to 1.0% of wagering. Credit scheduled
to end as of December 31, 2004.

1996  Ohio Horse Racing Quality Assurance Fund eliminated.
Share of gross tax revenues allocated to the Passport Fund
at 25%. Wagering on out-of-state simulcast of race tracks
allowed.

1999 * Race tracks allowed to apply for a major tax abatement
equal to the cost of repairs made to the race track as a
result of damage caused by the 1997 Ohio River flood.

* Sunset date of major capital improvements tax credit
extended by ten years, from December 31,2004, to
December 31, 2014. Credit limited only to projects
approved prior to March 29, 1988.

2001 * Provisions limiting major capital improvements tax
credit fo projects approved by State Racing Commission
prior to March 29,1988 removed.

* Additional tax of 0.25% on exotic wagering imposed, with
revenues to be distributed to the State Racing Commission
Operating Fund.

* $2.5 million limit on the amount of money the State Racing
Commission Operating Fund may receive in a calendar
year from allocations of the horse racing tax removed.

2003 = Two-year temporary additional tax of 0.25% on exofic
wagering imposed until June 30, 2005, with revenues
distributed to the State Racing Commission Operating
Fund. Permanent additional tax of 0.25% on exofic
wagering to remain in effect.

2005 * Two-year temporary additional tax of 0.25% on exofic
wagering expired as of July 1,2005.
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Comparisons with Other States (As of 01/06)

Type of Racing Rate Range
California

All horse 09% — 2.0%
Quarter horse 0.4%

Harness 0.4%

Florida

Harness 05% — 33%
Thoroughbred 05% — 24%
Dog 55% — T7.6%
llinois

All horse 1.5% of daily pari-mutuel handle

(total pari-mutuel wagers)

Indiana

All horse 20% — 25%
Kentucky

All horse 15% -  35%
Massachusetts

All horse 40% — 11.0%

All dog 40% - 11.75%
Michigan

All horse 35%

New York

All horse 15% — 50%

Exotic wagering 6.75% — 8.25%
Pennsylvania

All horse 15% —  20%

Texas

All horse 10% —  5.0% for live events,
and greyhound depending on the betting pool.
All horse 1.0% for simulcast pools,

and greyhound regardless of species or amount

wagered.
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Comparisons with Other States (As of 01/06)

Type of Racing Rate Range
West Virginia

Thoroughbred 04% — 1.4%
Harness 30% — 575%
Dog 40% - 8.0%

New Jersey does not have a tax on pari-mutuel wagering.
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Individual Income Tax

Taxpayer

Individuals, estates, and trusts residing in Ohio or earning or
receiving income in Ohio, including lottery winnings, prizes, or
awards; and on every individual, trust, and estate otherwise
having nexus with or in this state under the U.S. Constitution; and
employers who pay wages and salaries to an Ohio resident.

Tax Base

For individuals, the base is federal adjusted gross income plus
or minus adjustments, according to Ohio income tax law. For
estates and trusts, the base is federal taxable income plus or
minus adjustments, according to Ohio income tax law. There are
no personal exemptions allowed to estates, and no exemption
credits are allowed to estates and trusts.

Rates (Tax Year 2005)
Ohio Taxable Income Tax Calculation
0 $5,000 0.712% of Ohio taxable income
$5,001 — $10,000 $35.60 + 1.424% of excess over  $5,000
$10,001 — $15,000 $106.80 + 2.847% of excess over $10,000
$15,001 — $20,000 $249.15 + 3.559% of excess over $15,000
$20,001 $40,000 $427.10 + 4.270% of excess over $20,000
$40,001 — $80,000 $1,281.10 + 4.983% of excess over $40,000
$80,001 —$100,000 $3274.30 + 5.693% of excess over $80,000
$100,001 —$200,000 $4,412.90 + 6.610% of excess over $100,000
$200,001 — over $11,022.90 + 7.185% of excess over $200,000

The tax rates for 2006 through 2009 are outlined in Ohio Revised
Code section 5747.01(A).

In July of each year, beginning in 2010, the Tax Commissioner shall
adjust the income amounts prescribed in this division by multiply-
ing the percentage increase in the gross domestic product deflator
computed that year under R.C. 5747.025 by each of the income
amounts resulting from the adjustment under this division in the
preceding year, adding the resulting product to the corresponding
income amount resulting from the adjustment in the preceding year,
and rounding the resulting sum to the nearest multiple of $50. The
Tax Commissioner also shall recompute each of the tax dollar
amounts to the extent necessary to reflect the adjustment of the
income amounts. The rates of taxation shall not be adjusted.
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Individual Income Tax

Major Exemptions
See Special Provisions/Credits.

Revenue (In Millions)

Fiscal General Local and

Year Rev. Fund  Library Funds  Other*  Total
2001 $7,263.4 $852.5 $34  $8,119.3
2002 7,304.2 848.7 42 8,157.1
2003 7,420.7 829.8 6.0 8,256.5
2004 7,696.9 829.7 4.6 8,531.2

2005 8,598.9 829.3 6.3 94345

Note: *Includes Political Party Fund and Attorney General Claims
Fund.

Disposition of Revenue

After making any required deposits in the Attorney General
(laims Fund, 89.5% of remaining revenue is deposited in

the General Revenue Fund, 5.7% is deposited in the Library and
Local Government Support Fund, 4.2% is deposited in the Local
Government Fund, and 0.6% is deposited in the Local Government
Revenue Assistance Fund. The Political Party Fund received a
transfer from the General Revenue Fund equal to the amount
calculated from the check-off on the income tax return.

Local government fund distributions have been frozen since Fiscal
Year 2002. In 2002 and 2003, the three local government funds each
received the same amount of individual income tax revenue as
they received in FY 2001. The remaining revenue was deposited in
the General Revenue Fund. However, if the total amount deposited
in the local funds from all selected tax revenue sources during a
designated semi-annual period exceeded the amount that would
have been deposited had the statutory percentages been in effect,
such excess was transferred from the local funds to the General
Revenue Fund.

This freeze on local government funds was continued in Ohio’s
biennium budget for fiscal years 2004 and 2005 and again in the
biennium budget for fiscal years 2006 and 2007. During these fiscal
years, each of the three local government funds will receive the
same amount of revenue received during fiscal years 2002 and
2003.
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Individual Income Tax

The Ohio Constitution requires that af least 50% of income

tax collections be returned to the county of origin. This obligation
is met primarily through General Revenue Fund allocations to
education and local property tax relief.

Payment Dates

For individuals, trusts and estates:

Generally, the annual return is due on or before April 15. The
return reconciles tax liability with amount remitted through
withholding by employers and quarterly estimated payments
by taxpayers.

Taxpayers file quarterly declarations if they expect to owe
more than $500. After withholding, such taxpayers must file an
estimated return and make quarterly payments on or before
April 15, June 15, and September 15 of the current year and
January 15 of the next year.

For employers:
Employers remit tax from several times a week to quarterly,
depending on the amount of state income tax withheld.

Special Provisions/Credits

Standard Personal Exemption and Credit:

Personal exemptions for tax year 2005 were $1,350 per person.
This amount is indexed for inflation each year. A credit against
tax due of $20 per each personal exemption is allowed.

Joint Filer Credit:

A husband and wife who file a joint return are allowed a tax

credit if each had at least $500 of income exclusive of

interest, dividends and distributions, royalties, rents, capital gains,
and state or municipal income tax refunds that are included in Ohio
adjusted gross income. The maximum cr