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OHIO TAXES OVERVIEW 

 
OHIO 2005 BUSINESS TAX REFORM 
 
Ohio Governor, Bob Taft has initiated Ohio’s tax reform plan  to  
improve Ohio’s economic climate for business. The Governor’s 
plan phases out the tax on tangible personal property over 4 
years, and the corporation franchise tax over 5 years.  It also 
reduces all personal income tax rates by 21% over 5 years.   
 
The centerpiece of the plan is a commercial activity tax (“CAT”).  
The CAT is essentially a tax on gross receipts from commercial 
activities.  “Taxable gross receipts” means those gross receipts 
allocated to Ohio receipts from the sale of tangible personal 
property delivered to customers in Ohio and from the sale of 
services in proportion to the extent that the benefit is received in 
Ohio, are allocated to Ohio.  

The tax is effective beginning July 1, 2005.  While the tax may 
not be passed through to customers as an itemized charge, its 
cost may be passed on in the form of an increase in price.  The 
tax is included as part of the sales tax base. The minimum tax 
on the first $1 million in taxable receipts per calendar year is $150.  If a taxpayer has 
receipts in excess of $1 million, the tax is the sum of $150 and the product of the tax rate 
and the receipts in excess of $1 million.  For the six month period beginning July 1, 
2005, the tax for 2005 is $75 plus the product of .06% (the phased tax rate) and receipts 
in excess of $500,000.  Initial returns and payment are due February 15, 2006.  
Beginning April 1, 2006, the tax is phased in by increasing increments of 20% for the 
subsequent 12 months, until it is fully in place by April 1st  2009. 

Limited credits are available against the tax.  These include the jobs creation tax credit, 
the jobs retention tax credit, a qualified research and development credit under R.C. 
5751.51, equal to 7% of the excess of qualifying expenditures during the year over the 
average for the prior three years; and the borrowers qualified research and development 
loan payment credit, which is capped at $150,000 annually.   

The accompanying table on the next page displays the abbreviated tax reform package 
with the phase-out and phase-in schedule. 
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Tax Commercial Tangible Personal Property (TPP) Tax Corporation Individual 
Year Activity Tax Machinery & Furniture & Franchise Tax* Income Tax 

  Inventory Equipment Fixtures   
 7/1-"-12/31    100%x 4.2% cut across 

2005 .06% 23%** Existing - 25%** 25%** all brackets from 
 (23% x .26%)    

tax liability 
2004 rates 

2006 1/1-3/31 18.75% New M&E: 18.75% 80%x 8.4% cut from 2004
 23% x .26%  not taxable  tax liability rates 
 4/1 - 12/31      
 40% x .26%  Existing - 18.75%    
 1/1 - 3/31  New M&E:    

2007 40% x .26% 12.5% not taxable 12.5% 60% x 12.6% cut from 
 4/1 - 12/31   tax liability 2004 rates 
 60% x .26%  

Existing ."-12.5% 
   

 1/1 - 3/31  New M&E:    
2008 60% x .26% 6.25% not taxable 6.25% 40% x 16.8% cut from 

 4/1 - 12/31   tax liability 2004 rates 
 80% x .26%  

Existing - 6.25% 
   

 1/1- 3/31      
80% x .26% 20% x 21 % cut from 20042009 4/1-..-12/31 No Tax No Tax No Tax tax liability rates 

 .26%      

2010 0.26% No Tax No Tax No Tax No Tax 21 % cut from 
2004 

      rates 

 
** new personal property acquired after January 1st 2005 is not subject to tax 
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Ohio’s Changing Tax Structure 
 
 An Ohio corporate franchise (income) tax is imposed on all corporations doing 
businesses in Ohio. Corporations pay the higher of two computations: a tax rate of 4.00 
mills on the value of the corporation's net worth, with a $150,000 maximum liability; or a 
5.1 percent tax rate on the first $50,000 of net income plus 8.5 percent of the net income 
over $50,000. The tax applies only to the income attributable to Ohio sources. The 
minimum corporate franchise tax is $50. Phased out in 5 years. 
 
The Ohio sales and use tax underwent major changes at the end of FY 2003 with the 
enactment of the state’s two-year budget. The 125th General Assembly passed H.B. 95, 
the FY 2004-2005 Biennium Budget Bill, on June 26, 2003. This bill temporarily 
increased the statewide sales and use tax rate to 6.0 percent from 5.0 percent as of July 
1, 2003, to remain in effect until June 30, 2005. Stark County also has a sales tax of .25 
percent and use tax of .25 percent supporting RTA. Stark County has a total sales tax of 
6.0 percent, which makes it one of the four lowest counties in Ohio. 
 
All real and tangible personal property used by businesses, unless exempted, is subject 
to property taxation. Real property is assessed at 35 percent of true value. The tangible 
personal tax base is property located and used in business in Ohio - including 
machinery, equipment, and inventories. The assessment percentage for tax year 2004 is 
25 percent on everything except inventories. The inventory assessment percentage for 
tax year 2004 is 23 percent. Personal property tax is p
out in 4 years.

hased 

 
The personal income tax rates are reduced 4.2% per year for 
5 years, until the top marginal bracket is reduced to 5.95% in 
2010. The Ohio individual income tax is the largest revenue 
producer for the state with total collections in Fiscal Year 2004 
exceeding $8.53 billion, or 43.4 percent of general revenues. 
Income tax revenue is split between state government, local 
governments, and libraries in proportions mandated by state 
law. Ohio’s municipalities may also impose a municipal i
tax up to 2%. 

ncome 
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http://tax.ohio.gov/Publications/2003_Annual_Report/Corporation Franchise Tax.pdf
http://tax.ohio.gov/Publications/2003_Annual_Report/Sales and Use Tax.pdf
http://tax.ohio.gov/Publications/2003_Annual_Report/Real Property Tax.pdf
http://tax.ohio.gov/Publications/2003_Annual_Report/Tangible Personal Property Tax.pdf
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Summary courtesy of the Ohio department of taxation. 

HTC 1 & 2  
Nos. 42 & 43 (2004)  

October 18, 2004 
 
Ohio's per capita state and local taxes were $3,170 in 2001-02, ranking Ohio 19th among the 50 states 
and the District of Columbia. The high was $5,636 (District of Columbia) and the low was $2,170 
(Alabama). 
The U.S. average was $3,142. As a percent of personal income, combined state and local taxes in Ohio 
ranked 13th at 11.0 percent. This compares to a high of 13.2 percent (Maine) and a low of 8.4 percent 
(New Hampshire). The US average was 10.4 percent. State and local taxes include all taxes levied 
within the State of Ohio, including such state taxes as the personal income tax, sales tax, and corporate 
franchise tax, as well as local taxes that include municipal income, local permissive sales and various 
property taxes. State and local taxes as well as population and personal income data for this publication 
are derived from the "Government Finances" data series of the U.S. Department of Commerce, Bureau 
of the Census (issued July 2004). The tax data are for fiscal year 2002, meaning any twelve-month 
accounting period that ended between July 1, 2001 and June 30, 
2002. Most states (including Ohio) use a July through June accounting period so the state data 
generally reflects the July 1, 2001 - June 30, 2002 period. Most local governments (including those in 
Ohio) use a calendar year based accounting period, so the local tax figures most commonly reflect the 
January 1 - December 31, 2001 period. Personal income data (Hused in table TC-2H) are for calendar 
year 2001 while the population data (used in HTable TC-1H) are as of April 1, 2000. 
 
For the first time, the District of Columbia was included in the HTC-1 and TC-2 tablesH. The District of 
Columbia's income and population data was obtained from the US Department of Commerce, Bureau of 
Economic Analysis. TC 1 & 2 Nos. 42 & 43 (2004) October 18, 2004 
 
Ohio's per capita state and local taxes were $3,170 in 2001-02, ranking Ohio 19th among the 50 states 
and the District of Columbia. The high was $5,636 (District of Columbia) and the low was $2,170 
(Alabama). The U.S. average was $3,142. 
 
As a percent of personal income, combined state and local taxes in Ohio ranked 13th at 11.0 percent. 
This compares to a high of 13.2 percent (Maine) and a low of 8.4 percent (New Hampshire). The US 
average was 10.4 percent. 
 
State and local taxes include all taxes levied within the State of Ohio, including such state taxes as the 
personal income tax, sales tax, and corporate franchise tax, as well as local taxes that include municipal 
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