business taxes in ohio

business taxes in ohio are a critical aspect for both new and established businesses operating
within the state. Understanding the various taxes that apply to businesses in Ohio, including income
tax, sales tax, and property tax, can help entrepreneurs and business owners make informed financial
decisions. In this article, we will delve into the specifics of these taxes, the filing requirements, and
tips for compliance. We will also explore the impact of local taxes and the resources available for
business tax assistance in Ohio. By the end of this article, readers will have a comprehensive
understanding of business taxes in Ohio, enabling them to navigate the tax landscape effectively.
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Overview of Business Taxes in Ohio

In Ohio, business taxes are imposed at both the state and local levels, creating a multifaceted tax
system for entrepreneurs. The state has designed its tax framework to be competitive, aiming to
attract and retain businesses. Understanding the nuances of these taxes is essential for compliance
and strategic financial planning. Business owners must be aware of their tax obligations, including
various types of taxes that may apply to their specific business structure.

Ohio taxes businesses based on their income, sales, and property, among other factors. Additionally,
certain local jurisdictions may impose their own taxes, adding another layer of complexity. It is crucial
for business owners to stay informed about these obligations to avoid penalties and ensure they are
taking advantage of available credits and deductions.



Types of Business Taxes in Ohio

Ohio's tax system includes several types of taxes that businesses need to be aware of. Here, we will
explore the main categories of business taxes applicable in the state.

Ohio Corporate Income Tax

The Ohio Corporate Income Tax applies to corporations operating in the state. However, it is
important to note that Ohio does not impose a traditional corporate income tax. Instead, the state has
a Commercial Activity Tax (CAT) that replaces the corporate income tax for most businesses.

The CAT is assessed on gross receipts and is applicable to all businesses with annual gross receipts
exceeding a certain threshold. The current threshold is set at $150,000. Businesses with gross
receipts below this threshold are exempt from the tax, while those above it must pay a rate of 0.26%
on gross receipts over $1 million.

Ohio Sales and Use Tax

Ohio levies a sales and use tax on the sale of tangible personal property and certain services. The
standard state sales tax rate is 5.75%, but local jurisdictions can impose additional taxes, resulting in
varying rates across the state.

Businesses must collect sales tax on taxable goods and services sold to customers and remit these
taxes to the state. Additionally, the use tax complements the sales tax and applies to goods
purchased out of state but used within Ohio. It is the responsibility of the buyer to report and pay this
tax.

Ohio Franchise Tax

The Ohio Franchise Tax was previously applicable to certain business entities, but it has been phased
out for most businesses. However, some specific entities may still be subject to this tax based on their
franchise operations. It is essential for business owners to check if this tax applies to their specific
situation.

Local Taxes

In addition to state taxes, many local municipalities in Ohio impose their own business taxes. These
can include income taxes, property taxes, and additional sales taxes. Each municipality has its own
rates and regulations, making it important for businesses to research the specific tax obligations
based on their location.

¢ Cleveland: 2.5% income tax

¢ Cincinnati: 1.8% income tax



e Columbus: 2.5% income tax

e Dayton: 2.5% income tax

Filing Requirements and Deadlines

Businesses in Ohio must adhere to specific filing requirements and deadlines to remain compliant with
state and local tax laws. The requirements can vary based on the type of tax and the business
structure.

For the Commercial Activity Tax, businesses must file annually, with the deadline typically falling on
May 10 for the prior year’s gross receipts. Sales tax returns are generally due on a monthly or
quarterly basis, depending on the volume of sales. Local income taxes may also have varying
deadlines based on the jurisdiction, so it is essential for business owners to be aware of these dates.

Tax Credits and Incentives

Ohio offers several tax credits and incentives designed to encourage business growth and investment.
These incentives can significantly reduce a business's tax liability, making it advantageous for
business owners to familiarize themselves with available options.

Some of the notable tax credits include:

* Job Creation Tax Credit: Provides credits for businesses that create jobs in Ohio.
e Research and Development Tax Credit: Offers credits for qualifying research activities.

¢ Investment Tax Credit: Available for businesses making capital investments in the state.

Business owners should consult with tax professionals to identify which credits they may qualify for
and how to apply for them effectively.

Resources for Business Owners

Navigating the complexities of business taxes in Ohio can be daunting, but numerous resources are
available to assist business owners. The Ohio Department of Taxation provides valuable information
and guidance on various taxes applicable to businesses.

Additionally, local chambers of commerce often offer resources, seminars, and workshops focused on
tax compliance and business development. Engaging with a tax professional or accountant familiar
with Ohio tax laws can also provide significant benefits in ensuring compliance and optimizing tax



strategies.

Common FAQs about Business Taxes in Ohio

Q: What is the Commercial Activity Tax in Ohio?

A: The Commercial Activity Tax (CAT) is a tax imposed on businesses in Ohio based on their gross
receipts. It applies to businesses with receipts exceeding $150,000 annually and is calculated at a
rate of 0.26% on gross receipts over $1 million.

Q: Are there local business taxes in Ohio?

A: Yes, many local jurisdictions in Ohio impose their own business taxes, including income taxes and
additional sales taxes. The rates and regulations vary by municipality.

Q: What are the filing deadlines for business taxes in Ohio?

A: Filing deadlines depend on the type of tax. The Commercial Activity Tax is due annually by May 10,
while sales tax returns may be due monthly or quarterly, depending on sales volume.

Q: Can businesses in Ohio receive tax credits?

A: Yes, Ohio offers various tax credits for businesses, including the Job Creation Tax Credit and the
Research and Development Tax Credit, aimed at encouraging investment and job creation.

Q: How can I find resources for business taxes in Ohio?

A: The Ohio Department of Taxation provides information on business taxes, and local chambers of
commerce often offer workshops and resources. Consulting with a tax professional is also advised.

Q: What should I do if | cannot pay my business taxes on
time?

A: If you cannot pay your business taxes on time, it is important to contact the Ohio Department of
Taxation to discuss your options, including payment plans or extensions, to avoid penalties.

Q: Is there a tax for home-based businesses in Ohio?

A: Yes, home-based businesses in Ohio are subject to the same business taxes as traditional
businesses, including sales tax and the Commercial Activity Tax if applicable.



Q: What types of businesses are exempt from sales tax in
Ohio?

A: Certain types of transactions and entities are exempt from sales tax in Ohio, including sales to non-
profit organizations, certain educational institutions, and sales of certain food items.

Q: How does Ohio's business tax climate compare to other
states?

A: Ohio's business tax climate is considered competitive, particularly due to the absence of a
traditional corporate income tax and the Commercial Activity Tax structure, which may be more
favorable for some businesses compared to other states with higher corporate taxes.

Q: What are the consequences of not filing business taxes in
Ohio?

A: Failing to file business taxes in Ohio can result in penalties, interest on unpaid taxes, and potential
legal action from the state. It is crucial to file on time to avoid these consequences.
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laws tailored to business owners who are experts in their field—not in taxes. A complete listing of
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