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Greetings from the Tax Commissioner

Welcome to a publication that may be
our most popular and heavily used: 2002
Ohio’s Taxes - A Brief Summary
of Major State and Local Taxes in
Ohio.

This pocket-sized publicationis packed
with descriptions of and important in-
formation on every significant tax at the
state and local levels.

For each tax, this publication describes the tax rates, the
taxpayer, therevenueraised, and whereitisdistributed. There
are details on exemptions, specia provisions, and credits.
This publication also provides a history of major changes to
the tax, a comparison with other states, and much more. It is
among the most useful tax reference guides you'll find.
Please note that as we were about to go to press with this
publication, the Ohio General Assembly enacted Substitute
Senate Bill 261. This bill increased the cigarette tax by 31
cents per pack, subjected the undistributed income of trusts
to the personal income tax (taxed for three years only), and
spread out the benefits over six years to Ohio businesses of
the bonus depreciation enacted by the federal government.
These changes are not reflected in the text of the publication.

The Ohio Department of Taxation is changing as we con-
tinue to work on our four major goal's of enhancing taxpayer
services, modernizing thetax system, providing quality inall
we do by exceeding expectations, and replenishing a staff
that is rapidly turning over because of retirements.

We remain committed to providing quality serviceto the tax-
payers of Ohio as we help them comply with tax laws that
wewill apply fairly to all. This publication demonstrates our
continued commitment to all of these goals.

Very truly yours,

Thomas M. Zaino
Ohio Tax Commissioner



OHIO'S TAXES

This publication, 2002 Ohio’s Taxes- A Brief Summary
of Major State and Local Taxes in Ohio, includes the
following information on each tax:

Tax Base

Tax Rate

Major Exemptions

Revenue

Disposition of Revenue
Sections of the Ohio Revised Code
Responsibility for Administration
Remitter of Tax

Payment Dates

Special Provisions/ Credits
History of Major Changes
Comparison with Other States

Dueto the declining economy and a projected budget deficit,
the General Assembly enacted tax law changes impacting
the fiscal years 2002-2003 biennium. The passage of
Amended Substitute House Bill 405, which occurred in
December of 2001, wasin response to an estimated deficit of
$1.5billion. Amended Substitute House Bill 405 madethree
significant changesto statetax law. First, beginning February
1, 2002, sales taxes on taxable | eases must be paid up front.
Second, the minimum allowable discount rate for cigarette
stamp paymentsis reduced from 3.6 to 1.8 percent. Third,
dealersinintangibles owned by financial institutions become
subject to the dealers in intangibles tax beginning with the
2003 payments.

Under previously enacted law, the assessment rate for
tangible personal property tax on inventories declinesto 24
percent from 25 percent in tax year 2002. Amended Substitute
House Bill 94, the current state budget, freezesfor two years
the allocation of monies to the local government funds at
the fiscal year 2001 levels. Finally, because there was no
surplusin state funds, the tax year 2001 personal income tax
rates return to the statutory rates for the first time since
1995.

Data for the Comparison with Other States came from
Commerce Clearing House, revenue agency websites, or
discussion with personnel in other revenue agencies. The
information in this publication is current as of May 2002.

For current and historical tax data,
pleasevisit our web site:
www.state.oh.us/tax
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EXPLANATION OF
REVENUE FIGURES

The state tax revenue figures in this publication generally
differ fromthefiguresshowninthe2001 Annual Report of the
Ohio Department of Taxation. This publication uses official
revenues received and accounted for by the state, asreported
by the Office of Budget and Management from the State of
Ohioaccounting system. The Annual Report usestax liability
figuresderived fromtax returnsand reported by taxpayers, or
taxes levied against taxpayers.

The two publications provide complimentary but different
profiles of the Ohio tax system. Thispublication providesan
overview of all taxesinthestateand how they compareto other
states. Revenue figures display the yield from taxes on a
"cash" basis. The Annual Report provides a more detailed
description of the nature of each tax and analysis of the
incidence of each tax on various groups or categories of
taxpayersor by incomeclass. Thisinformation comesfromtax
returnsor isbased ontaxeslevied, rather than from accounting
records.
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GENERAL REVENUE FUND SOURCES

FISCAL YEAR 2001: $16,781.4 MILLION
(EXCLUDING FEDERAL AID)

Corporate
Franchise
$915.3 (5.5%)

Individual Income Tax
$7,263.4 (43.3%)

Other Taxes
$505.4 (3.0%)

Cigarettes & Non-Tax Revenue

Alcohol Bev
$366.5 (2.2%)

$1,131.9 (6.7%)

Sales & Use Tax
$5,935.6 (35.4%)

Public Utility Excise
and Kilowatt-Hour Taxes
$663.3 (3.9%)

GENERAL REVENUE FUND EXPENDITURES

FISCAL YEAR 2001: $16,616.3 MILLION
(EXCLUDING FEDERAL AID)

Justice and
Corrections
$1,814.0 (10.9%)

Property Tax Relief
$1,118.7 (6.7%)

Primary & Secondary
Education
$5,554.6 (33.4%)

Human Services
$4,619.4 (27.8%)

Other
Expenditures
$288.7 (1.8%)

REVENUE SOURCES

Individual Income Tax
Sales and Use Tax
CorporateFranchise Tax
Public Utility Excise Tax
Cigarette Tax
Alcoholic Beverage Tax
Kilowatt-Hour Tax
Other Taxes:
Foreign Insurance Tax
Estate Tax
Domestic Insurance Tax
Dealers in Intangibles Tax
Total
Non-tax Revenue:
Earnings on Investments
Liquor Profits
Miscellaneous
Total

TOTAL

FY 2001 COLLECTIONS
(IN MILLIONS OF DOLLARS)

$7,263.4

5,935.6

915.3

640.5

2825

84.0

228
$220.6
166.0
109.3
9.5

$505.4
$153.4
102.0
876.5

$1,131.9

$16,781.4

2

General
Government Higher Education
$702.1 (4.2%) $2,518.8 (15.2%)
EXPENDITURE
CATEGORIES FY 2001 EXPENDITURES
(IN MILLIONS OF DOLLARS)

Primary & Secondary Education $5,554.6
Higher Education 2,518.8
Human Services:

Public Assistance $3,505.2

Mental Health & Retardation 842.1

Miscellaneous 272.1

Total $4,619.4

General Government:

Transportation $39.8

Environment & Natural Resources  129.6

Economic Development 180.6

Miscellaneous 352.1

Total $702.1

Property Tax Relief 1,118.7
Justice and Corrections 1,814.0
Other Expenditures 288.7
TOTAL $16,616.3




COMPARING STATE

TAX BURDENS

Each year, the U.S. Census Bureau compiles data on tax
burdensin each of the states. Datafor tax year 1998-1999is
themost recent whichisavailable. Thetax burden comparisons
show the combined state and local aggregate taxes both on a
per capitabasisand asa percentage of income. For state and
local taxes on a per capita basis, Ohio ranked 20th. As a
percentage of personal income, Ohio ranked 23rd. Thetable
bel ow showsthenational ranking for each of the 13 comparison
statescommonly usedinthispublication, aswell asthelowest
and highest tax burden state of all 50 states.

Total Taxes
Total Taxes asaPercentage
State Per Capita Rank of Income Rank
Cdlifornia $3,167 12 11.4% 15
Florida 2,663 28 10.0% 44
Illinois 3,131 14 10.5% 34
Indiana 2,621 31 10.5% 37
Kentucky 2,464 38 11.1% 21
Massachusetts 3,606 4 10.9% 26
Michigan 3,032 15 11.4% 14
New Jersey 3,878 3 11.4% 13
New Y ork 4,515 2 14.0% 1
OHIO 2,869 20 11.0% 23
Pennsylvania 2,934 18 10.7% 32
Texas 2,456 39 9.7% 46
West Virginia 2,368 43 11.7% 10

HIGHEST AND L OWEST TAX BURDEN STATES

Connecticut $4,536 1 - -
Alabama 2,007 50 - -
New Y ork - - 14.0% 1
Tennessee - - 8.8% 50

Note: Data for tax year 1998-1999 is the latest year available.

State government taxesare generally for the period of July
1, 1998 through June 30, 1999, while local government
taxes are generally for calendar year 1998.




ALCOHOLIC BEVERAGE TAXES

TAXBASE
Beer, wine, mixed beverages, and liquor.

RATES

Beer

Barrel (31gallons) $5.58

Containers (over 12 0z.) per six ounces 0.84 cent

Containers (12 oz. or less) per ounce 0.14 cent
Wine

L ess than 14% alcohol by 32 cents per gallon

volume

14% to 21% al cohol by volume $1.00per gallon
Apple Cider* 24 cents per gallon
Vermouth $1.10pergalon
Sparkling Wine, Champagne $1.50per gallon
Mixed Beverages $1.20pergallon
Liguor $3.38pergallon

* Alcoholic content over 1/2%.

MAJOR EXEMPTIONS
Sacramental wine.
Sales to the federal government.
Salesininterstate commerce.
Small breweriesand wineries.

REVENUE (IN MILLIONS)

Fiscal Wine & Mixed

Year Beer Beverages Liquor Total
1998  $450 $8.1 $27.3 $304
1999 46.1 83 217 821
2000 46.9 9.0 285 84.4
2001® 469 88 29.0 84.7

M For Fiscal Year 2001, $84.0 million was distributed to the
General Revenue Fund and $0.7 million to the Ohio Grape
Industries Fund.

DISPOSITION OF REVENUE
General Revenue Fund.
Ohio GrapelndustriesFund (ORC 4301.432) (fivecentsper
gallon of wine, two cents of which isatemporary levy).

SECTIONS OF OHIO REVISED CODE
Chapters131, 4301, 4303, 4305, and 4307.

ALCOHOLIC BEVERAGE TAXES

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner (beer, wineand mixed beverages).
Ohio Department of Commerce, Division of Liquor Control

(liquor).

REMITTER OF TAX
Manufacturers, Importers, Wholesale Distributors (beer,
wine, and mixed beverages).
Divisionof Liquor Control (liquor).

PAYMENT DATES

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

Wine and 18th of each month for previous

Mixed Beverages month.
Liquor Gallonage  Weekly on or before Monday.

SPECIAL PROVISIONS / CREDITS
Taxpayers receive a three percent credit for advance pay-
ment of the tax on beer. Taxpayers receive athree percent
discount for timely payment on wine and mixed beverages.

Ohio is a liqguor monopoly state. Profits deposited in the
General RevenueFundinFiscal Y ear 2001 were $102.0 mil-
lion, in addition to the liquor gallonage tax revenue.

Any licensed Ohio brewer whosetotal production, wherever
produced, islessthan 31 million gallonsayear will receive
inthefollowingyear acredit for thefull amount of excisetax
up to 9.3 million gallons of beer distributed in Ohio.

Any licensed Ohio wine producer whose total production,
wherever produced, does not exceed 500,000 gallonsayear
will beallowedinthefollowing year atax exemptionfor all,
but two cents per gallon.

Counties and Convention Facilities Authorities may levy
taxes of up to 16 cents per gallon on sales of beer, 32 cents
per gallon on sal esof wineand mixed beverages, 24 centsper
gallonon salesof applecider, andthreedollarsper gallonon
the sale of spirituous liquor. This revenueisto be used for
the construction of a sports facility. Cuyahoga County has
adopted thistax asof August 1, 1990. (See ALCOHOLIC
BEVERAGE TAXES-COUNTY.)




ALCOHOLIC BEVERAGE TAXES

HISTORY OF MAJOR CHANGES

1933

1934

1935

1939

1959

1967

1969

1981

1982

Beer and malt beveragestaxed at $1.00 per barrel.
Winetaxed at 10% of retail price.

Liquor gallonagetaxed at $1.00 per gallon.
Rate on bottled beer and malt beverages set at .75
cents per six ounces.

Mixed beveragestaxed at 10% of retail price.
Malt beveragetax increased to $2.50 per barrel.

Mixed beveragestaxed at 40 cents per gallon.
Winetax revised asfollows:
Wine (less than 14% alcohol) 12 centsper gal.

Wine (14%to 21% alcohol) 30 cents per gal.

Vermouth 60 cents per gal.

Sparkling wineand $1.00per gal.
champagne

Sales of wine and mixed beverages subject to sales
tax.
Beer tax increased to $2.50 per barrel.

Beer and malt beverages subject to sales tax.
Liquor gallonagetax increased to $2.25 per gallon.

Mixed beveragesincreased to 80 cents per gallon.
Winetax revised asfollows:

Wine (less than 14% 24 cents per gal.
alcohol)

Wine (14%to 21% 60 cents per gal.
alcohol)

Vermouth 75 cents per gal.

Sparkling wineand $1.25per gal.
champagne

Temporary tax increases on beer, malt beverages,
wine, and mixed beverages during the period Janu-
ary-June1981.

Credit against taxes for Ohio brewers and wine
producers.

Two cents per gallon excise tax increase on wine.
Three centsper gallon of wineearmarked for grape
industries.

ALCOHOLIC BEVERAGE TAXES

HISTORY OF MAJOR CHANGES (con't.)
1982 « Repeal distinctionbetween“beer” and“malt bev-
erages.”
e Tax on beer in containers of 12 ounces or less
changed to 0.125 cent per ounce.

1989 « Barreled beer rate increased $1.00 to $3.50 per
barrel.

1992 « Alcoholic beverage and liquor gallonage rates
increased.

1995 « Anadditional two centsof the excisetax on wines
allocated to the Ohio grape industry special ac-

count until July 1, 1999.
« Tax on applecider reduced to 24 cents per gallon.

1997 « Department of Liquor Control isrenamed Division
of Liquor Control and transferred to the Depart-
ment of Commerce.

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

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

COMPARISON WITH OTHER STATES®
(AS OF 12/01)

California
Beer $6.20 per bar.
Still Wines (less than 14%) 20 cents per gal.
Sparkling hard cider (14% or more) 20 cents per gal.
Champagne, Sparkling Wine 30 cents per gal.
Distilled Spirits (Iess than 50%) $3.30per gal.
Distilled Spirits(50% or more) $6.60 per gal.
8




ALCOHOLIC BEVERAGE TAXES

COMPARISON WITH OTHER STATES®

(con't.)
Florida
Malt beverages 48 cents per gal.
(in containers less than 6 cents per pint
one gallon) or fraction
Beverages and Wine
(0.5% to lessthan 17.259%) $2.25per gal.
Wine(17.259% or more) $3.00per gal.
Wine Coolers $2.25per gal.
Natural SparklingWine $3.50 per gal.
Beverages, other than Wine,
(17.259%1t055.78%) $6.50 per gal.
Spirits $9.53 per gal.
Ilinois
Beer (between 0.5% to 7%) 18.5 cents per gal.
Wine (7% or less) 73 cents per gal.
Alcohol and Spirits (20% or more) $4.50 per gal.
Indiana
Beer and Hard Cider 11.5 centsper gal.
Wine (less than 21%) 47 cents per gal.
Wineand Liquor (21% or more) $2.68 per gal.
Kentucky
Beer $2.50 per bar.
Wine 50 cents per gal.
Spirits $1.92 per gal.
M assachusetts
Beer $3.30per bar.
Still Wine 55 cents per wine gal.

Sparkling Wine and Champagne 70 cents per wine gal.
Other Alcoholic Beverages:

(15% or less) $1.10 perwinegal.
(over 15%to 50%) $4.05 perwinegal.
(over 50%) $4.05 per proof gal.
Michigan
Beer $6.30 per bar.
Wine (16% or less):
Michigan grapes one cent per lit.
Non-Michigan grapes 13.5 centsper lit.

ALCOHOLIC BEVERAGE TAXES

COMPARISON WITH OTHER STATES®
(con't.)
(Michigan Cont.)
Wine (over 16%):

Michigan grapes one cent per lit.
Non-Michigan grapes 20 cents per lit.
Liquor (21% or more):
On premises 12% of price
Off premises 9.85% of price
Mixed Drinks 48 cents per liter
New Jer sey
Beer 12 centsper gal.
Wines, vermouth, sparking wines 70 cents per gal.
Liquor $4.40per gal.
NewYork
Beer 12.5 cents per gal.
Still Wine 18.93 centsper gal.
Artificial SparklingWine 18.93 centsper gal.
Natural Sparkling Wine 18.93 centsper gal.
Liquor (24% or less) 67 cents per lit.
Liquor (morethan 24%) 1.70 cents per lit.
Ohio
Beer: barrels $5.58 per bar.
Beer: Containers(over 120z.) 0.84 cent per 6 oz.
Beer: Containers(12 oz. or less) 0.14 cent per 1 0z.
Wine (lessthan 14%) 32 centsper gal.
Wine (14% to 21%) $1.00 per gal.
AppleCider* 24 centsper gal.
Vermouth $1.10 per gal.
SparklingWine, Champagne $1.50 per gal.
Mixed Bever ages $1.20 per gal.
Liquor $3.38 per gal.
Pennsylvania
Liquor 18% of price(including
all applicablefederal excise
taxes and all owed markups)
Wine 0.5 cent per unit proof per gal.
Beer $2.48 per barrel

10




ALCOHOLIC BEVERAGE TAXES

COMPARISON WITH OTHER STATES®

(con't.)
Texas
Beer $6.00 per barrel
Wine é14% or less) 20.4 cents per gal.
Wine (over 14%) 40.8 cents per gal.
SparklingWine 51.6 cents per gal.
Malt L(ieguor (over 4%) 19.8 cents per gal.
Distilled Spirits $2.40per gal.
West Virginia
Beer $5.50 per barrel
Wine 26.406 centsper liter
Liquor 5% of purchase price

@ Percentages in parentheses refer to alcohol content.
*  Alcohol content over 1/2%.
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CIGARETTE AND OTHER
TOBACCO PRODUCTS TAX
TAXBASE
1. Cigarettes.

2 Cigars, chewing tobacco, snuff, smoking tobacco, and
other tobacco products.

RATES
Cigarettes: 1.2 cents per cigarette (24 cents per package of
20 cigarettes), increased to 55 cents July 1, 2002.
Other tobacco products: 17% of wholesale price.

REVENUE (IN MILLIONS)

Fiscal
Yex Total
1998 $296.6
1999 290.6
2000 287.7
2001 2825

DISPOSITION OF REVENUE
General Revenue Fund.

SECTIONS OF OHIO REVISED CODE
Chapter 5743.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Cigarettetax: Cigarettedeal ers(primarily wholesalers), who
must be licensed, pay the tax by purchasing tax indicia
(stampsor meter impressions). Theindiciamust beaffixedto
all packages of cigarettes before sale at retail.

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

12

CIGARETTE AND OTHER
TOBACCO PRODUCTS TAX

PAYMENT DATES
Cigarette dealers file returns on January 31 and July 31.
However, most tax payments are remitted as advanced pur-
chases of indicia. Other tobacco product dealersfilereturns
by the end of the month for the previous month'sliability or
by April 30, July 31, October 31 and January 31 for the
previousquarter'sliability.

SPECIAL PROVISIONS / CREDITS

TheTax Commissionerisrequiredtoallow cigarettedeal ers
aminimum discount of 1.8% of face value on the purchase
of tax stamps or meter impressions as acommission for
affixing and cancelling them. Thecurrent applicablerateis
1.8%. For other tobacco product dealers, a2.5% discount is
givenfor timely payment. Counties may levy taxesof up to
0.225 cent per cigarette (4.5 cents per package of 20 ciga-
rettes). The revenue must be used for construction of a
sportsfacility. Cuyahoga County adopted atax of 4.5 cents
per packageasof August 1, 1990. (See CIGARETTE TAX-
COUNTY.)

HISTORY OF MAJOR CHANGES

Total Tax Rate
Year Per Pack of 20
1931 « Tax enacted. 2 cents
1956 ¢ 1 cent rateincrease. 3
1959 e« 2 cents rate increase. 5
1969 + 5 cents rate increase. 10
1971 + 5 centsrate increase.
* Cigarettesexemptedfrom
salestax. 15
1981 + 1 cent rate decrease.
« Cigarettes made subject to
salestax. 14
1983 « Tax changesto a per cigarette
rate of 0.7 cent. 14

13




CIGARETTE AND OTHER CIGARETTE AND OTHER

TOBACCO PRODUCTS TAX TOBACCO PRODUCTS TAX
HISTORY OF MAJOR CHANGES (con't.) COMPARISON WITH OTHER STATES
Total Tax Rate (AS OF 12/02)
Yexr Per Pack of 20 Cigarette Other Tobacco
1986 - Counties authorized to levy per- State  Tax RatePer Pack of 20 Product Rates
missive cigarette tax for funding (amount incents)  (percent of wholesale
the building of a sports facility 14 cents price)
California 87.0W 54.89%
1987 + 0.2 cent per cigaretteincreased. 18 Florida 339 25.0@
[llinois® 93.0 180
1991 -« All cigarette tax revenuesto be Indiana 555 150
allocated to the General Revenue K entucky 3.0 -
Fund when capital improvement Massachusetts® 151.0 75.0
bondsareretiredin 1992. 18 Michigan 125.0 16.0
New Jersey 150.0 480
1992 + Asof January 1, 1992, taxpayers New York® 150.0 20.0
no longer allowed 30 day credit Ohio 55.0 17.0
on purchases of tax stamps and Pennsylvania 100.0 -
meter impressions. Texas 1.0 35.2130©
* Other tobacco product tax enact- West Virginia 170 -
ed at 17% of the wholesal e price.
« 0.3 cent per cigarette increased. 24 @ Includes an additional 50 cent tax on cigarettes.
@ Tax on smoking tobacco, chewing tobacco, and snuff.
1994 « Taxpayersallowed 30 day credit ®)  There is a "like" use tax of 58 cents per pack of unstamped
on purchases of tax stamps and cigarettes.
meter impressionsfrom July 1to ) There is a separate 15% rate on cigars and smoking tobacco.
April 30 of each year. 2% ) There is a "like" use tax of 56 cents per pack of unstamped
cigarettes.

®  Cigars are taxed at 1.5 cents per cigar.

1999 « Prohibited affixing of tax stamps
to certain packages of cigarettes
(gray market cigarettes). 24
» Required tobacco manufacturers
selling cigarettes in Ohio and not
part of the Attorney General's to-
bacco settlement to place funds
annually in escrow accounts for
payment of future lawsuits. 24

2001 e« Reduced minimumallowablecig-
arette stamp discount rate from
3.6%101.8%. 24

14 15




CORPORATE FRANCHISE TAX

TAXBASE

The corporatefranchisetax isan excisetax levied on thevalue
of acorporation'sissued and outstanding sharesof stock. There
aretwo basesfor determining theval ueof acorporation'sissued
and outstanding shares: the net income base and the net worth
base. A taxpayer pays tax on the base, described below, that
produces the greater tax.

1 OhioNetWorth (taxablevalue): Netbook val ueof assetsless
net carryingvalueof liabilitiesyieldsnet worth. Thenet book
valueof exempted assetsissubtracted from net worthand any
"qualifying amount” asreflected on the books of the corpo-
rationisadded to net worth, thusyielding thenet value of the
stock. Thisamount ismultiplied by the Ohio apportionment
ratiotoyield taxablevalue.

2. Ohio Net Income (Ohio taxable income): Federa taxable
incomeisused asthebeginning point, plusor minusany Ohio
adjustments. From the resulting tax base, certain types of
incomeareallocated to Ohio or outside of Ohio accordingto
Ohio franchise tax law and the remaining (unallocated) in-
comeismultiplied by the Ohio apportionment ratio to yield
apportioned income. Thetotal income allocated and appor-
tioned to Ohio, plus certain additions and minus certain
deductions, yields Ohio taxableincome.

TheOhioapportionment ratioisthesum of aproperty factor (the
ratio of property within Ohioto property everywhere, multiplied
by 20%), a payroll factor (the ratio of payroll within Ohio to
payroll everywhere, multiplied by 20%), and asal esfactor (the
ratio of sales within Ohio to sales everywhere, multiplied by
60%).

RATES
General Rate (excluding financial institutions):

The general franchise tax rates are as follows:

1 4.00millson Ohionetworth. Themaximumtax for each
taxpayer on the net worth base is $150,000.

2 5.1%onthefirst $50,000 of Ohionetincomeplus8.5%
on Ohionetincomein excessof $50,000. (Corporations
that meet ownership requirements to file a combined
report must sharethetax bracket towhichthe5.1%rate
applies, regardless of whether or not the corporations
filed combined.)

Theminimumfeeis$50.
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CORPORATE FRANCHISE TAX

RATES (con't.))
In addition, corporations are subject to an additional (litter)
tax. Each corporationissubject tothetier onelitter tax, and
"litter-stream" corporations are also subject to the tier two
litter tax.

Financial Institutions Rate:
13 millson net worth, but the $150,000 net worth tax limit
does not apply.
Theminimumfeeis$50.
(Neither the net incometax nor thelitter tax apply.)

MAJOR EXEMPTIONS

* Non-profit corporations.

¢ Deadlersinintangibles (stockbrokers, mortgage
companies, etc.).

* Insurance companies, HMO's, and other corporations
requiredtofileannual reportswith the superintendent of
insurance.

¢ Publicutilities(except railroads, long-distancetel ephone
companies and electric companies).

¢ Creditunions.

e "3 corporationsand qualified subchapter Ssubsidiaries
(QSsS).

* Real Estatelnvestment Trusts(REIT), Regulated Invest-
ment Companies (RIC), and Real Estate Mortgage In-
vestment Conduits(REMIC).

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

¢ Corporationsexempt under federal law.

¢ High-technology start-up companiesare exempt fromthe
net worth base. Subject to certain limitations, a corpo-
ration that is organized not more than three years prior
toMarch 31 of any tax year during the2003-2007 period
is not subject to the net worth base of the franchise and
litter taxesduring suchtax year. (Such corporationsare
subject to the net income base of the franchiseand litter
taxes).

¢ Qualifying holding companies are exempt from the net
worth base.

17




CORPORATE FRANCHISE TAX

REVENUE (IN MILLIONS)
Generd Locd

Fiscal Rev. Gov't. Other

Year Fund Funds Funds® Total
1998 $1,190.6 $60.4 $17.7 $1,268.7
1999 1,078.7 54.7 16.9 1,150.3
2000 969.4 489 11.6 1,029.9
2001 9153 46.1 11.6 973.0

@ Includes litter funds, and Attorney General Claims Fund; also
includes Rail Development Fund for Fiscal Years 1998 and 1999.

DISPOSITION OF REVENUE
After making any required deposits in the Attorney General
Claims Fund, 95.2% of remaining revenue is deposited in the
General RevenueFund, 4.2%isdepositedinthe L ocal Govern-
ment Fund, and 0.6% is deposited in the Local Government
Revenue Assistance Fund.

For fiscal years 2002 and 2003, the two local government
funds each receive the same amount of corporate franchise
tax revenueasthey receivedinfiscal year 2001. Theremain-
der is deposited in the General Revenue Fund. Refer to
Disposition of Revenueinthelndividual IncomeTax section
for information on the semi-annual reduction of the local
government fund, local government revenueassistancefund,
and library and local government support fund deposits.

SECTIONS OF OHIO REVISED CODE
Chapter 5733.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Domestic and foreign corporations that are doing business
in Ohio, owning capital or property in Ohio, holding acharter
or certificate of complianceauthorizingthecorporationtodo
business in Ohio, or otherwise having nexus with Ohio
during the calendar year (unless specifically exempt).

PAYMENT DATES

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

SPECIAL PROVISIONS / CREDITS
A nonrefundable credit is provided for cash donations made
tomunicipal corporations, townships, counties, park districts,
and boards of education that have received litter control and
recyclinggrants. Thecreditislimitedtothelesser of one-half
of the cash donation or one-half of the sum of thelitter taxes
paid by the taxpayer.

A nonrefundabl e credit is provided to state-chartered savings
and loan ingtitutions for the difference between the annual
assessment paid to the state division of savingsand loansand
the supervisory fees paid to the federal savings and loan
insurance corporation.

A nonrefundable credit is available equal to the taxpayer's
proportionate share of the 8.5% tax paid by a pass-through
entity inwhichthetaxpayerisdirectly orindirectly aqualifying
investor.

Inadditionto other applicablecredits, corporationslocatedin
"enterprise zones" may qualify for three nonrefundabl e cred-
its:
1 Creditforamount reimbursedto certainemployeesfor
day-care costs— maximum of $300 per child;
2. Creditforamount reimbursed to certain employeesfor
job-training costs— maximumof $1,000 per employee;
3. Credit for each new employee hired who had been a
participantinthe OhioWorksprogram, theprevention,
retention, and contingency program, or the former
general assistance program — $1,000 per employee.

For tax years 1990 - 2003, three separate nonrefundablecredits
are available for Ohio - licensed child day-care used by a
taxpayer's employees. One credit is equal to the lesser of
$100,000 or 50% of the expensesthat the taxpayer incurred to
establish a child-day care center located at the taxpayer's
worksite. Another credit equal s50% of support paymentsmade
by the taxpayer to those child-day care centers serving the
children of the taxpayer's employees. Thethird credit equals
50% of the amount that the taxpayer reimbursed itsemployees
for child day-careexpenses, but thecredit may not exceed $750
per child.
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CORPORATE FRANCHISE TAX

SPECIAL PROVISIONS / CREDITS (con't.)
If approved by the Tax Credit Authority, a refundable tax
credit may betakenfor new jobscreation. Thecreditisequal
to adesignated percentage of the stateincometax withheld
from the wages paid to the taxpayer's new employees.

A nonrefundable credit may be taken for manufacturing
machinery and equipment purchased between July 1, 1995
and December 31, 2005 and located in Ohio. For equipment
notlocatedinaneligiblearea, thecreditis7.5% of theamount
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 equip-
ment that islocated inan eligiblearea, the credit percentage
i$13.5% rather than 7.5%.

A nonrefundabl e 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
makequalifiedinvestmentsinaqualifying small Ohio-based
research and development or technology transfer compa-
nies. Thecredit is25% of the amount of capital invested by
the taxpayer in the qualifying company.

A nonrefundable credit is provided equal to one-half of
average annual costs for an eligible job training program,
subject to maximum of $1,000 per trained employee and
$100,000 maximum per taxpayer. (Delayed until 2004.)

A nonrefundablecreditisavailableequal to 7% of theexcess
of qualified research expensesincurred during the taxable
year over the average annual qualified research expenses
incurred during thethree preceding taxableyears. (Delayed
for most taxpayersuntil 2004.)

A nonrefundable credit isavailableto an affiliated group if
such group pays over $3.5 million in additional tax as the
result of therelated entity and related member adjustments.
The credit is equal to the additional tax in excess of $3.5
million but may not exceed $1.5million.
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CORPORATE FRANCHISE TAX

SPECIAL PROVISIONS / CREDITS (con't.)
A nonrefundable credit is provided to railroad companies
equal to 10% of their total maintenance expendituresduring
the taxable year for each grade crossing warning devicein
thisstate, but thecredit for each device may not exceed $200
per year.

A nonrefundable credit may be granted by the director of
development equal to 10% of acompany's costsincurredin
completing avoluntary cleanup of acontaminated site (not
to exceed $500,000). Authority to grant tax creditsto addi-
tional companiesexpired on June 30, 1999.

A nonrefundable credit is available to electric companies
amounting to $3 per ton of Ohio coal used in a coal-fired
electric generating unit.

I n determining Ohiotaxableincome, acorporation claiming
the pass-through entity tax credit must add to federal taxable
income the amount claimed as acredit to the extent that the
amount was deducted or excluded from the corporation's
federal taxableincome.

Financial institutionsare subject to afranchisetax net worth
base that differs from the net worth base of general corpo-
rations. Financial institutionsare also subject to adifferent
apportionment formulathan that used for general corpora-
tions.

A corporation that dissolves or surrenders its license to
conduct businessprior to January 1 of thetax year issubject
to an "exit tax" on its unreported Ohio net income. Any
income not previously included in a franchise tax report is
subject to the exit tax.

Under certain circumstances a taxpayer must add to its
income certain gains and losses that were included in the
federal taxableincome of arelated entity that isnot an Ohio
taxpayer. Interest expense and intangible expense paid to
related members are also added to ataxpayer's net income.

21




CORPORATE FRANCHISE TAX

SPECIAL PROVISIONS / CREDITS (con't.)
If ataxpayer is arelated member to a qualifying holding
company, thetaxpayer must adjust itsnet 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 con-
trolled group of which the taxpayer isamember.

HISTORY OF MAJOR CHANGES

1902

1959

1967

1969

1971

1978

1980

1981

1982
22

Enacted at rate of 1 mill on value of capital stock
located in Ohio.

Rateincreased to 3 mills.
Rateincreased to 4 mills.
Rateincreased to 5 mills.

Income base added; 4% on first $25,000 of net
income, 8% onincomeover $25,000.

Credit allowed for certain tangible property taxes.

Additional "litter" ratesenacted for tax years 1981
through 1986:

- Litter rates for all corporations except litter
stream corporations— 0.14 millson net worth,
or 0.11% on the first $25,000 of income and
0.22%onincomeover $25,000. Maximum tax of
$5,000.

- Litter ratesfor 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% on income over $25,000.
Maximumtax of $10,000.

15% surtax imposed for tax year 1981.

Increase in regular corporate rates to 5.5 mills on
networthandto4.6% and 8.7% on netincome. The
minimum tax wasincreased to $150.

Financial institutionsexemptionrepeal ed; they be-
cametaxedat a6.5mill rateonnetworthfor tax years
1982and 1983.

5.75% surtax imposed for tax year 1982.

5.75% surtax imposed for tax year 1983.

CORPORATE FRANCHISE TAX

HISTORY OF MAJOR CHANGES (con't.)
1983 « Increaseinregular corporateratesto 5.82 millson

1985

1986

1987

1989

1991

1992

1994

1995

net worth and to 5.1% and 9.2% on net income plus
a5.4% surtax. Theminimumtax wasreduced to $50.
Increaseinfinancial institution ratesto 15 millson
net worth plus an additional tax of 6.47 mills on
savingsand loansand 1.54 mills on other financial
institutionsfor tax years 1984 and 1985.

Litter tax rates continued through 1991.

Surtax on net income reduced to 2.7% in 1987,
repealedin1988.

"S" corporations exempted from corporate fran-
chisetax for year 1987 and thereafter.

Decreaseinregular corporatetax onnetincometop
rateto 8.9% effective 1988; lower bracket doubled
tofirst $50,000 of net income effective 1989.

Long-distance telephone companies subject to
corporate franchisetax effectivetax year 1988.
Litter tax rates continued through 1993.

Corporationsundergoing "F" reorganizations sub-
ject to tax.

Incometransferred to passiveinvestment corpora-
tions is subject to tax and certain costs and ex-
penses paid to those corporations are disallowed.

Credit for increased exports.

Credit for new jobs created.

Railroads are explicitly subject to corporate fran-
chisetax effectivetax year 1993.

Litter tax rates extended to 1995.

20% investment tax credit enacted.

Enterprise zone subsidized employment credit en-
acted.

Grape production credit enacted.

Litter tax rates made permanent.

7.5%/13.5% investment tax credit enacted.

Portion of corporate franchise tax payments made
by railroads earmarked for the rail development
fund (expiredinfiscal year 2000).
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CORPORATE FRANCHISE TAX

HISTORY OF MAJOR CHANGES (con't.)
1996 « Creditisgivenfor costsincurred completingvolun-
tary clean-up of a contaminated site.
 Credit is given for investors who make qualified
investmentsin an Ohio early stage investment en-
tity.
» "Alternative" 20% investment tax credit enacted.

1997  Eligibleinvestment periodfor 7.5%/13.5% invest-
ment tax credit extended to 12/31/2000.
 Effectivetax year 1999, net worthtax issimplified,
thetax rateislowered to 4 millsand the maximum
liability is $150,000; top net income tax rate also
lowered to 8.5%. Tax on financial institutions is
reformed effectivetax year 1998withal4 mill ratein
tax year 1999 and 13 mill ratebeginningtax year 2000.
Net income tax rates imposed on qualifying pass-
through entity income.

1999 - Eligibleinvestment period for the 7.5%/13.5% in-

vestment tax credit extended to 12/31/2005.

 Effectivetax year 2001, creditisgivenfor increased
instructional costs for employee training.

 Effectivetax year 2002, credit providedforincrease
in qualified research expenses.

 Effectivetax year 2002, creditisavailablefor costs
of maintaining active railroad grade crossing de-
vices.

« Electric utilities subject to corporate franchise tax
effectivein2002.

* Credit of $3 per ton of coal burned in coal-fired
electric generating unit after April 30, 2001 but
before January 1, 2005, effectivein 2002.

2000 ¢ Effectivetax year 2001, credit of lesser of $1,000 or
one-half of the cost of lightsand refl ectorsinstalled
onagricultural tractors, if purchased between 10/5/
00and 10/4/01.

« Job training credit changes enacted.

2001 - Job training tax credit delayed until tax year 2004
and is extended through tax year 2006 (originally
scheduled to expireintax year 2004).

 Credit for increase on qualified research expenses
delayed until tax year 2004 (originally scheduled to
beginintax year 2002).
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CORPORATE FRANCHISE TAX

HISTORY OF MAJOR CHANGES (con't.)

2001 - Effectivetax year 2003, creditisavailableoninvest-
ments made by afinancial institutioninadealer in
intangibles.

« Effectivetax year 2003, creditisavailablefor foster-
ing job retention.

 Effective tax year 2003, net worth exemption for
high-tech start-upsfor first threeyearsof existence.

COMPARISON WITH OTHER STATES
(AS OF 11/01)
California
8.84% of netincome.

Florida
5.5% of net income. Corporations subject to federal alter-
nativeminimumtax pay tax equal tothegreater of theregular
5.5% netincometax or 3.3% alternative minimumtax.

Taxpayersal so subject toexcise tax of 2.2% ontheadjusted
value of the federal Accelerated Cost Recovery System
(ACRS) depreciation allowance.

Illinois
4.8% of netincome. 2.5% personal property replacement tax
on net income. 0.1% franchise tax on paid-in capital.

Indiana
4.5% of net income (Indiana adjusted gross income less
taxes paid). In addition, the greater of adjusted gross
income tax (3.4% of federal taxable income with adjust-
ments) or gross income tax (0.3% and 1.2% rates applied
according to source of the income).

Kentucky
TaxableNet Income Rate
Upto $25,000 4.00%
$25,001 - 50,000 5.00
50,001 - 100,000 6.00
100,001 - 250,000 7.00
Over 250,000 8.25

Plus: 0.21% on capital employed.
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CORPORATE FRANCHISE TAX

COMPARISON WITH OTHER STATES (con't.)
M assachusetts
9.5% of net income plus 0.26% of either net worth or value
of tangible property.

Michigan
Adjusted tax base includes business income, compensa-
tion paid to employees, interest payments, and deprecia-
tion of tangible assets. For taxpayers with fiscal year
ending in December, thetax year 2001 rateis2.0%

New Jersey
7.5% on corporationswith under $100,000 of netincomeand
9.0% on corporationswith over $100,000 of netincome.

New York
7.5% of netincome, 0.178% of capital, or 3.0% of modified
net income, whichever is greatest.

Ohio

Greater of 5.1% of thefirst $50,000 of net income and
8.5% of net income over $50,000, or 0.4% of net worth
(maximum $150,000), or $50. Additional rates on all
cor porations except “litter stream corporations' are
0.11% and 0.22% of net incomeor 0.014% of net worth,
with amaximumtax from theser atesof $5,000; additional
rates on "litter stream corporations' are 0.11% and
0.44% of net income or 0.028% of net worth, with a
maximum tax from theser atesof $10,000.

Pennsylvania
9.99% of netincomeplus0.749% of taxableval ueof 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
0.7% on capital employed.
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DEALERS IN INTANGIBLES TAX DEALERS IN INTANGIBLES TAX

TAXBASE PAYMENT DATES
Sharesin or capital employed by dealersin intangibles. Dealersin intangibles must file tax returns by the second
Monday in March, and the Tax Commissioner certifiesthe
RATE tax to the State Treasurer by the first Monday of May.
Eight mills(0.8%) of value. Within 20 days the State Treasurer issues a tax bill with

payment due 20to 30 daysfromthedatethetax bill ismailed.

MAJOR EXEMPTIONS

United States government securities. HISTORY OF MAJOR CHANGES

1931 « Enactedat 5mills.

REVENUE (IN MILLIONS) 1971  Onemill increaseearmarkedfor state General Rev-

Fiscal Local
enue Fund.
Year GRF Portion Total®
1% $gg $i?)g $122 1987 « Twomill increasefor state General Revenue Fund.
8.7 13‘ 5 22‘ 3 « Assessment certification date changed from first
20020010 9‘5 15‘4 24‘9 Monday in June to first Monday in May.

2001 - Effective for tax year 2003, dealers owned by a
financial institution or insurance company are sub-
jecttodealersinintangiblestax. All revenue gen-
erated from such taxpayersisdeposited in the state

DISPOSITION OF REVENUE General Revenue Fund.

State General Revenue Fund: three-eighths of receipts.
County Undivided L ocal Government Fund: five-eighths of COMPARISON WITH_ O_THER STATES .
No other state has a similar special tax on dealers in

receipts. X ,
intangibles.

@ 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 Annual Report.

Effectivefor tax year 2003, all recei ptsfrom deal ersowned
by a financial institution or an insurance company are
deposited in the state General Revenue Fund.

SECTIONS OF OHIO REVISED CODE
Chapters5707, 5719, and 5725.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Dealers in intangibles (stockbrokers, mortgage brokers,
securities dealers, finance and loan companies, etc.).

27 28




ESTATE TAX

TAX BASE
Thenet taxabl e estate equal sthe val ue of the gross estate
less allowable deductions.

RATES
Net
Taxable Estate Tax Rate
0 - $40,000 2% of Taxable Estate

$40,001 - 100,000 $800 + 3% of excess over $40,000
100,001 - 200,000 2,600 + 4% of excess over 100,000
200,001 - 300,000 6,600 + 5% of excess over 200,000
300,001 - 500,000 11,600 + 6% of excess over 300,000
500,001 andover 23,600 + 7% of excess over 500,000

MAJOR EXEMPTIONS
Marital Deduction
For estates of decedentsdying on or after July 1, 1993,
amarital deductionisallowedinanamount equal tothe
net val ue of any asset passing from the decedent to the
receiving spouse, but only to the extent that the asset
isincluded in the value of the Ohio gross estate.

Other Deductions

Certain itemseligible to be deducted fromthe gross
estate prior to calculating tax liability include, but are
not limited to: funeral expenses, costsof administering
the estate, unpaid debts against the estate, charitable
bequests, portions of an annuity or other death benefit
plan contributed by an employer, and qualified family-
owned business interests.

REVENUE (IN MILLIONS)*

General
Fiscal Local Revenue
Year Governments Fund Total
1998 $209.0 $114.8 $323.8
1999 267.0 1415 408.5
2000 294.7 140.0 434.7
2001 285.6 166.0 451.6

* Sate 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.
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ESTATE TAX

DISPOSITION OF REVENUE
Estates with a date of death during 2001: 70 percent to
the municipal corporation or township of origin; 30 per-
cent, less costs of local administration, to the state
General Revenue Fund.

Estates with dates of death on or after January 1, 2002:
80 percent to the municipal corporation or township of
origin; 20 percent, less costs of local administration, to
the state General Revenue Fund.

SECTIONS OF OHIO REVISED CODE
Chapter 5731.

RESPONSIBILITY FOR ADMINISTRATION
TheTax Commissioner administersthe estatetax. Thetax
is collected locally by the treasurer of the county in
which the decedent resided. Tax due for a nonresident
decedent owning real property or tangibl e personal prop-
erty in Ohioispaidtothecounty wherethereturnisfiled.
Thisisgenerally the county in which the majority of the
real property or tangible personal property islocated.

REMITTER OF TAX

The estate representative (executor, administrator,
trustee, etc.) or person in possession of taxable
property.

PAYMENT DATES
The estate tax returnisto befiled within nine months of
the decedent's death. However, an automatic six-month
extensionisgrantedto all estates. Payment of the estate
tax isdue at the 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 estateswith adate of death during 2001, the creditis
equal to the lesser of $6,600 or the amount of the estate
tax owed. Thiseffectively exemptsthefirst $200,000 of
the taxable estate from taxation.

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 estatetax owed. Thiseffectively exemptsthe
first $338,333 of thetaxabl e estate from taxation.

30




ESTATE TAX

SPECIAL PROVISIONS / CREDITS
Additional Estate Tax
Tax levied in addition to the basic estate tax, to take
advantage of afederal law which allowsacredit against
federal estatetax liability for state death taxespaid. In
general, the amount of additional tax due and payable
isthe difference between the maximum federal credit
allowed minus state death taxes paid to Ohio and other
states, U.S. territories, and the District of Columbia.

Generation-Skipping Tax

Tax levied to take advantage of afederal law allowing
astatecredit against federal tax liability ongeneration-
skipping transfers of property. The tax is levied on
every generation-skipping transfer of property (other
than adirect skip) having asitusin Ohio that occurs at
the same time as, and as a result of, the death of an
individual. The Ohiotax islevied in an amount equal to
the federal credit. The credit shall not exceed five
percent of the amount of the generati on-skipping trans-
fer tax imposed.

HISTORY OF MAJOR CHANGES
1893 « First Ohio death tax enacted — aninheritance
tax levied on the succession of property from a
decedent's estate.

1968 « Inheritancetax repealed and an estatetax levied
on taxable value of the estate.

1976 « Surviving spouse exemption raised from $20,000
t0 $30,000.

1979 « Resident decedent estateswith grossvalue under
$5,000 exempted fromfiling returns.

1982 + Resident decedent estates with gross value un-
der $10,000 exempted fromfiling returns, and all
previousgeneral and family exemptions doubled
in amount.
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ESTATE TAX

HISTORY OF MAJOR CHANGES (con't.)

1983 -

1993 -

1997 -

1999 .

2001 -

Tax credit and marital deduction adopted,
family and general exemptions repealed, and
resident decedent estates with gross value un-
der $25,000 exempted fromfiling returns.

Unlimited marital deduction becomes effective
July 1,1993.

Excludes from taxabl e estate that portion of an
annuity or other death benefit plan contributed
by an employer. Effective March 7, 1997.

Increasesfrom $25,000 to $40,000 the amount of
property or money that a surviving spouse and/
or children of the decedent can claim asan all ow-
ance for support.

Increasesfrom $85,000 to $100,000 the maximum
value of adecedent's estate that can be relieved
from administration, but only where the surviv-
ing spouse is entitled to inherit all assets of the
estate.

Two year phased-in increase in the estate tax
credit from $500 to $13,900.

Two year phased-inincrease of thelocal share of
estatetax revenuefrom 64 percent to 80 percent,
lowering the state share from 36 percent to 20
percent.

A deductioniscreated for qualified family-owned
business interests.

Adoption of provisions (where certain circum-
stances apply) increasing from nine months to
thirteen months the timeframe within which an
executor or administrator, after the date of their
appointment, shall collect decedent's assets and
compl ete the estate administration.
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ESTATE TAX

COMPARISON WITH OTHER STATES
Ohio
Ratesfrom 2% of taxable estatelessthan $40,000to
$23,600 plus 7% of excess over $500,000.

Unlike Ohio, somestates, including Indiana, Kentucky,
New Jersey, and Pennsylvania levy inheritance taxes
rather than estate taxes. Aninheritancetax isbased 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.

All of theabove mentioned states, like Ohio, alsolevy an
additional (pick-up) tax to take advantage of the maximum
allowable federal credit for state estate taxes paid.

California, Florida, Illinois, M assachusetts, Michigan,
New York, Texas,and West Virginialevy only apick-up
tax equivalent to the federal credit for state estate tax
paid.

33




HORSE RACING TAX

TAXBASE
Pari-mutuel tax islevied on the total amount wagered each
day.

An additional wagering tax is levied on exotic wagering
(other than win, place and show). This includes the daily
double, quinella, perfecta, and trifecta.

RATES
Pari-Mutuel Daily Wagering (Total Rates)
Amount
Wagered Daily Rate
First  $200,000 1.0%
Next 100,000 20
Next 100,000 30
Over 400,000 40

Exotic Wagering
Three percent of the amount wagered daily.

REVENUE (IN MILLIONS)

Fiscal Passport Thoroughbred Standardbred Other

Year Fund Fund Fund Funds Tot

1998 $49 ##1 $1.6 $%.2 $158
1999 51 42 17 55 165
2000 52 41 18 55 166
2001 55 42 19 57 173

DISPOSITION OF REVENUE

Distribution to Amount

Passport Fund 25% of grosstax, 0.5% of amount
wagered at an off-track betting
parlor, 2.5% of the amount paid
onwinningticketsat an off-track
betting parlor.

Agricultural Societies Remainder after distributions to
other funds plus 16.7% of thetax
on exotic wagering conducted at
county fairs.

Ohio Fairs Fund 0.5% of total wagering plus8.3%
of exoticwagering.
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HORSE RACING TAX

DISPOSITION OF REVENUE (con't.)

Distribution to Amount
Ohio Standardbred 1.125% of total wagering on
Development Fund harnessracing plus8.3%of exotic

wagering from harness races.

Ohio Quarter Horse 0.625% of total wagering on

Development Fund quarter horse races plus 8.3% of
exoticwageringfromquarter horse
races.

Ohio Thoroughbred 1.125% of total wagering on tho-

Race Fund roughbredracesand 0.53% of total
wagering on commercia harness
races plus8.3% of exoticwagering
from thoroughbred races.

State Racing Com- 16.7% of the revenues from

mission Operating the 3.0% exotic wagering tax and

Fund 0.25% of exoticwagering onthor-
oughbred, harness, and quarter
horse races.

SECTIONS OF OHIO REVISED CODE
Chapter 3769.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner administerstax.
Racing Commission regul ates racing and licensing.

REMITTER OF TAX
Permit holder.

PAYMENT DATES
At the end of each racing day.

SPECIAL PROVISIONS / CREDITS
Capital improvements credit: 0.75% of amount wagered is
deducted from tax liability at tracks making approved con-
struction.

Major capital improvementscredit: 1.0% of amount wagered
isdeducted from tax liability at tracks making an approved
renovation costing $6 millionor more. Thecreditwill not be
allowed beginning 2015.
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HORSE RACING TAX

HISTORY OF MAJOR CHANGES
1933 « Enacted.

1953

1955

1957

1959

1975

1976

1977

1979

1981

1988

1989

1993
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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 capi-
tal improvements; racing days increased.

Quarter horse rates reduced.

Tax credit for reconstruction of damaged racetracks
established.

Quarter horse rates reduced for a period of four
years.

Thoroughbred and harness racing rates reduced,;
tax credit for capital improvementsincreased; addi-
tional tax on exotic wagering established.

Tax ratesand bracketsfor thoroughbred, harness, and
guarter horse wagering reduced.

1.5%major capitd improvementscreditwithaminimum
credit of $10millionenacted.

Major capital improvementstax credit only applies
to projects approved prior to March 29, 1988.

Exotic wagering rateincreased from 2.5% to 3%.

Mgajor capital improvementstax credit minimum|evel
for eligibility lowered from $10millionto$6 million.
Credit only applies to projects approved prior to
March 29, 1988.

HORSE RACING TAX

HISTORY OF MAJOR CHANGES (con't.)

1994 * Wagering on simulcast events allowed. Required
that revenues not going to horse racing funds go to
the Passport Program.

* Amount of major capital improvements tax credit
reduced from 1.5% to 1% of wagering. Credit will
end as of December 31, 2004.

1996 ¢ Ohio Horse Racing Quality Assurance Fund elimi-
nated. Twenty-five percent of gross tax revenues
allocated to the Passport Fund. Wagering on out-
of -state simul cast of racetracks allowed.

1999 e Racetracks allowed to apply for amajor tax abate-
ment equal to the cost of repairs made to the race
track asaresult of damage caused by the 1997 Ohio
River Flood.

 Sunset dateof major capital improvementstax credits
extended by 10 years, from December 31, 2004, to
December 31, 2014. Credit limited only to projects
approved prior to March 29, 1988.

2001 < Provisionslimitingmajor capital improvement credit
to projects approved by Racing Commission prior
toMarch 29, 1988 removed.

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

* $2.5millionlimit ontheamount of money the State
Racing Commission Operating Fund may receivein
a calendar year fromallocations of the horseracing
tax removed.

COMPARISON WITH OTHER STATES
(AS OF 12/01)

Commercial Racing

Rate Range Type of Racing

California
1.1% All Horse Racing
0.4% Quarter Horse
0.4% Harness

Florida
0.7%-3.3% Thoroughbred
7.6% Dog
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COMPARISON WITH OTHER STATES (con't.)
(AS OF 12/01)

Commercial Racing

Rate Range

Type of Racing

Ilinois
1%- 2%
3.25%-4.75%

ndiana®
2%-2.5%

Kentucky

1.5%-3.5%

M assachusetts

4.0%-11.0%
4.0%-11.0%

Michigan

3.5%

New Y ork

5% - 6%
6.75-7.75%

Ohio

1% - 4%
3%

Pennsylvania

1.5% - 2%
Additional 0.7%

Texas

1% - 5%
for live events depending
on the betting pool

1%
for simul cast pools regard-
less of species or amount
wagered

West Virginia

0.4%-1.4%
3.00%-5.75%
4% - 8%

All Horse Racing
Exotic

All Horse Racing

All Horse Racing

All Horse Racing
All Dog Racing

All Horse Racing

All Horse Racing
Exotic Wagering

All HorseRacing
ExoticWagering

All Horse Racing
Exotic Wagering

All Horse Racing and
Greyhound Racing
All Horse Racing and
Greyhound Racing

Thoroughbred
Harness
Dog

New Jer sey does not have atax on pari-mutuel wagering.

(1)

In addition, 20 cents per paid admission charge at racetracks
and satellite facilities is to be paid to the state department of

revenue.
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TAXBASE
For individuals, thebaseis federal adjusted grossincome plus
or minus adjustment according to Ohio incometax law.

For estates, the base is federal taxable income plus or minus
adjustment, accordingto Ohio estateincometax law. Thereare
no personal exemptions or exemption creditsallowed.

RATES (TAX YEAR 2001)

Ohio
Taxable
Income Tax Calculation
0- $5,000 0.743% of Ohio taxableincome

$5,001 - 10,000 $37.15 + 1.486% of excessover  $5,000
10,001 - 15,000 111.45 + 2.972% of excessover 10,000
15,001 - 20,000 260.05 + 3.715% of excessover 15,000
20,001 - 40,000 445,80 + 4.457% of excessover 20,000
40,001 - 80,000 1,337.20 + 5.201% of excessover 40,000
80,001 - 100,000 3,417.60 + 5.943% of excessover 80,000
100,001 - 200,000 4,606.20 + 6.900% of excessover 100,000
Over 200,000 11,506.20 + 7.500% of excessover 200,000

Eachyear, theincometax ratescanbetemporarily reduced from
statutory ratesdueto surplusstatefundsat theclose of thefiscal
year. Any surplus funds are transferred to the Income Tax
Reduction Fund (ITRF). The funds in the ITRF are used to
determinethe percentagerate cut for the current year. Infiscal
year 2001, therewereno surplusfunds, sothe2001 ratesarethe
statutory rates. Thetax ratesfor 2002 will not be set until July
2002, after theclose of fiscal year 2002 (on June 30, 2002).

COMPUTATION OF TAX
Major adjustmentsto federal adjusted grossincome and com-
putation of Ohioincometax liability for individualsare shown
inthefollowing diagram. Thiscomputationisfor tax year 2001.

(seefollowing page)
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[FEDERAL ADJUSTED GROSS INCOME (FAGI) |

Add* Subtract*

1. State and local bond interest 1. Federal bond interest to the extent
(except Ohio governments). included in FAGI.

2. Federal bond interest exempt 2. Disability and survivor's
from federal tax, but subject to benefitsto the extent included in FAGI.
state tax. 3. Compensation earned in Ohio by

3. Lossesfrom sale of Ohio residentsof reciprocity states.
public obligations. 4. Socia Security and Railroad

4. Nonmedical withdrawals Retirement benefits to the extent
from medical savings accounts. included in FAGI.

5. Distributive income from an 5. State and municipal refundsto the
electing small business trust extent included in FAGI.
which, absent ESBT treatment, 6. Qualifiedexpensesforlong-termcare
would otherwise qualify asa insurance, medical insurance and
grantor trust if the incomeis not medical expensesin excessof 7.5%
included in FAGI. of FAGI.

7. Gainsfrom sale of Ohio public
obligations to the extent included
in FAGI.

*These lists include only commonly used items.

OHIOADJUSTED GROSS INCOME

l

Subtract
Personal exemptions of $1,150 each.

l
OHIOTAXABLEINCOME

!
Apply
Graduated rates of 0.743 to 7.5% for 2001
(see prior page)

l

TAXBEFORE CREDITS

l

Subtract
Personal exemption credit of $20 per person.
. Senior citizen credit of $50.
. Retirement income credit.
. Child and dependent care credit.
Various business credits.
Job training credit.
. Political contribution credit.
. Adoption credit.
. Joint filer credit for two working spouses (graduated
based on income with a maximum credit of $650).

!
OHIOPERSONAL INCOME TAXLIABILITY

!
Subtract
Credit for income earned in or taxed by another state.

l

©CONOUAWNER

OHIONETPERSONAL INCOMETAXLIABILITY 42




INDIVIDUAL INCOME TAX - STATE

REVENUE (IN MILLIONS)

Fiscal Generd Local and
Yex Rev. Fund Library Funds Other* Total

1998 $6,2125 $7293 $3 $6,946.1
1999 6,416.8 7532 38 71738
2000 72320 84838 38 8,084.6
2001 72634 8525 34 81193

* Includes Political Party Fund and Attorney General Claims Fund.

DISPOSITION OF REVENUE
After making any required deposits in the Attorney General
Claims Fund, 89.5% of remaining revenue is deposited in the
General Revenue Fund, 5.7% is deposited in the Library and
L ocal Government Support Fund, 4.2%isdepositedinthelL ocal
Government Fund, and 0.6%isdeposited inthe L ocal Govern-
ment Revenue Assistance Fund.

For fiscal years 2002 and 2003, the threelocal government
fundseach receivethe sameamount of individual incometax
revenueasthey receivedinfiscal year 2001. Theremaining
revenue is deposited in the General Revenue Fund. How-
ever, if thetotal amount depositedinthelocal fundsfromall
selected tax revenue sources during a designated semi-
annual period exceeds the amount that would have been
deposited had the statutory percentages beenin effect, such
excess is transferred from the local funds to the General
Revenue Fund.

The Political Party Fund receives atransfer from the General
Revenue Fund equal to the amount cal culated from the check-
off ontheincometax return.

TheOhio Constitution requiresthat at |east 50% of incometax
collections be returned to the county of origin. Thisobligation
ismet primarily through General Revenue Fund allocationsto
education and local property tax relief.

SECTIONS OF OHIO REVISED CODE
Chapter5747.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.
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REMITTER OF TAX
Individualsand estatesresidingin Ohio or earning or receiving
incomeinOhio.

Employers who pay wages and salaries to an Ohio resident.

PAYMENT DATES
For Individuals
Generally, theannual returnisdue onor before April 15. The
return reconciles tax liability with amount remitted through
withholding by employer and quarterly estimated paymentshy
taxpayer.

Taxpayersfilequarterly declarationsif they expecttobeunder-
withheld by more than $500. 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 aweek to quarterly,
depending on the size of payroll.

SPECIAL PROVISIONS / CREDITS
Standard Personal Exemption and Credit
Personal exemptionsof $1,150 per person for tax year 2001.
This amount is indexed for inflation each year. A credit
against tax due of $20 per personal exemption isallowed.

Joint Filer Credit

A husbandandwifewhofileajoint returnareallowed atax
credit if each had at least $500 of income exclusive of
interest, dividends and distributions, royalties, rents, and
capital gains that is included in Ohio adjusted gross in-
come. Themaximum creditis$650. Thecreditisapercentage
of the tax after all other credits (except the resident/
nonresident and nonrefundabl e busi ness credits) asshown
below:

Ohio Taxablelncome Amount of Credit
$25000 or less 20% of tax
25001 to 50,000 15% of tax
50,001 to 75,000 10% of tax
more than 75,000 5% of tax
Senior Citizen Credit

A taxpayer 65 years of age or older during the taxable year
receivesa $50 credit agai nst theamount of Ohioincometax
due. Only one credit is allowed for each return. 44
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SPECIAL PROVISIONS / CREDITS (con't.)
Retirement IncomeCredit
Taxpayersreceiving retirement incomewhichisincluded in
Ohio adjusted grossincomeareallowed acredit based on the
amount of retirementincomereceived duringthetaxableyear
according to the following schedule:

Amount of Retirement Income

Received During the Taxable Y ear Credit
$500 or less $0
Over 500 but not more than 1,500 25
Over 1,500 but not more than 3,000 50
Over 3,000 but not more than 5,000 80
Over 5,000 but not more than 8,000 130
Over 8,000 200

Military Pay

Military pay is taxable (except combat zone pay) no matter
wheretheindividual isstationedif theindividual isdomiciled
in Ohio. Servicepersonnel are not required to pay the Ohio
incometax on military pay, eventhough stationed in Ohio, if
they are domiciled in a state other than Ohio. They must
compute a nonresident tax credit on the military pay.

Reciprocity
An individual who is aresident of Ohio or one of the five
surrounding states and whose income consists solely of com-
pensationfromany of those statesneed only filewiththe state
of residence.

Resident/Nonresident Income Credits
Taxpayerswhoearnincomewhilelivinginanother stateor have
incometaxed by another state receive acredit for that portion
of income.

Child and Dependent Care Credit
Taxpayerswith Ohi o adjusted grossincomebetween $20,000
and$40,000whoareeligiblefor thefederal child carecredit
may claim 25 percent of that credit asastate child carecredit.
For taxpayers with incomes below $20,000, the credit is 100
percent of the federal credit .

Job Training Credit
Taxpayersmay claim acredit for training expensesincurred
within 12 monthsof losing or | eaving ajob dueto aboli shment
of position or shift. Credit isfor the lesser of $500 or 50%
percent of the training costs.
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SPECIAL PROVISIONS / CREDITS (con't.))
Political Contribution Credit

Taxpayersmay claimapersonal incometax credit for contri-
butions made to the campaign committee of candidates for
statewide elected offices or the General Assembly. The
amount of thecreditisequal tothe | esser of thecombinedtotal
contributions made during the taxable year or $50 per indi-
vidual return and $100 per joint return.

Adoption Credit
Taxpayerswith adoption expenses, except for theadoption of
astepchild, may claim anonrefundable credit of up to $500.

HISTORY OF MAJOR CHANGES
1912 e Constitutional amendment authorized incometaxes.

1971 * Personal income tax enacted, effective for calendar
year 1972.

1972 * Up to $4,000 of retirement benefits exempted from
adjusted gross income.
* Taxcreditof $25perreturnfor taxpayersover 65years
of age enacted.

1973 e+ Joint filer credit allowed on joint returns where both
spouses earn at |east $500 of wage income.

1974  $3,000 persona exemptionlimitationremoved.

1975 * Vaueof eachexemptionincreasedfrom $500t0 $650.

1978 * Incometax credit for homeimprovementsenacted.

1979 e Incometax credit for installation of asolar, wind, or
hydrothermal energy system enacted (expiredafter tax
year 1985).

1982 ¢ Two new incometax brackets added above $80,000 of
taxableincomefor 1982and 1983.
¢ Temporarytaxratesurchargeof 25%from1981tax rates
fortax year 1982 and 12.5%for tax year 1983 enacted.

1983 * Two new bracketsenacted in 1982 made permanent.

* Provisionsenactedalowingataxpayertoclaimforeach
$650persond exemptionanadditiona $350exemptionor
$20credit.
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HISTORY OF MAJOR CHANGES (con't.)
1983 « Temporary tax rate surcharge increased to 83.3

47

percentin1983and to 90 percent in 1984 and made
permanent.

Tax credit for taxpayers over 65 yearsof age
increased to $50.

Joint filer credit increased over two years.

$4,000 retirement income deduction replaced by a
dliding scal eretirement incomecredit.

One-time special tax refund of 2.03 percent of tax
year 1983liability (minimumof $7) enacted.
Titlell Socid Security and Tier | Railroad Retirement
benefitsexempt fromtaxation.

Ratesreducedfrom 1984 1evel by 5 percent for 1985,
anadditional 5 percent for 1986, and anadditional 5
percent (total of 15percent) for 1987 andthereafter.

Maximum rate reduced to 6.9 percent; other rates
reduced by 7 percent in 1987 and 8 percent in 1988
fromratesenacted in 1985.

Homeimprovement credit repeal ed.

Income tax checkoff for qualified political parties
established.
Childcarecreditimplemented.

Accel erated employer withhol ding scheduleimpl e-
mented.

Tierll Railroad Retirement benefitsexempted from
taxation.

Twenty dollar personal exemptioncreditallowedfor
all taxpayers.

Additional $350exemptioneliminated.

Joint filer credit capped at $650.

Basis of the joint filer credit changed to Ohio
adjusted gross income.

Child care credit expanded beginning in tax year
1993,

Ninth income bracket above $200,000 added to be
taxed at 7.5 percent beginningin 1993.

Job creation credit enacted.

Export credit enacted.

INDIVIDUAL INCOME TAX - STATE

HISTORY OF MAJOR CHANGES (con't.)

1993

Withholding payment requirements amended.
Self-employed health care premiums made deduct-
ible.

Displaced worker training credit enacted.
Investment tax credit enacted.

Second investment tax credit enacted.

Personal exemption increased to $750 per taxpayer
and spouse and $850 per dependent for 1996; these
amountsgoto $850and $1,050in 1997.

Political contribution credit enacted.

Statutory tax ratesfor 1996 temporarily reduced by
6.609 percent because of budget surplus (ITRF).
Personal exemptionfor taxpayer and spouseincreased
to$950in 1998 and $1,050in 1999.

Statutory tax ratesfor 1997 temporarily reduced by
3.987 percent because of budget surplus (ITRF).
Child care credit for taxpayers with under $20,000
incomeincreased to 100 percent of federal credit.
Employer creditsfor providing or subsidizing child
care enacted.
Exemptionsindexedforinflationbeginningintax year
2000.

Requires tax on payments to certain nonresident
shareholdersof pass-through entitiesto bewithheld
at source.

Statutory tax ratesfor 1998 temporarily reduced by
9.339 percent because of budget surplus (ITRF).

Statutory tax rates for 1999 temporarily reduced by
3.627 percent because of budget surplus (ITRF).
Deductionfor medical expensesin excessof 7.5 per-
cent of FAGI enacted.

Deductionfor taxpayersineligiblefor employer-pro-
vided medical plans enacted.

Deduction for long-term careinsurance premiums
enacted.

Credit (nonrefundabl€) for adoption related
expenses enacted.

Beginningin 2001, deductionfor tuitionexpensesfor
first two years of post-secondary education enacted.
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HISTORY OF MAJOR CHANGES (con't.)
2000 - Statutory tax rates for 2000 temporarily reduced by

6.929 percent because of budget surplus (ITRF).

« Deduction for contributions to the prepaid tuition
and variable market tuition program enacted.

 Addition for income from an electing small business
trust that also meets the definition of a grantor trust
required.

COMPARISON WITH OTHER STATES
Personal Exemptions®

Married
State/Rate® Single  /Joint Dependent
California® credits®

1%tax onthefirst $11,496, upto 9.3% on portion of income
over $75,450.

Florida NolncomeTax

Illinois® $2000  $4,000 $2,000

3.0% on taxable netincome.
Indiana® $1,000 $2,000 $1,000
3.4% on adjusted gross income.

Kentucky® credits ®

2% on first $3,000, up to 6% on portion of income over
$3,000.

M assachusetts® $4,400 $8,800 $1,000

A rate of 5.6 percent on all business income, earned
income, annuities, short term capital gains, interest,
and dividends. Thisrate dropsto 5.3 percent in 2002
and 5.0 percent in 2003. Capital gains on assets held
morethan oneyear aretaxed on adeclining basisfrom
five percent on gains on assets held two years or less
to zero percent tax on assets held more than six years.

Michigan® 2900  $H800 $2,900

4.2% on taxableincome.
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COMPARISON WITH OTHER STATES (con't.)
Personal Exemptions®

Married
State/Rate® Single /Joint Dependent
New Jer sey $1,000  $2000 $1,500

1.4% on first $20,000 taxable income, up to 6.37% on
portion of income over $150,000.

NewYork $1,000 $1,000 $1,000

4% onfirst $16,000 of taxableincome, upto 6.85% on
portion of income over $40,000.

Ohio® ® $1,150%  $2,3004  $1,1504

0.743% on first $5,000 of taxableincome, up to 7.5% on
portion of incomeover $200,000 for 2001.

Pennsylvania® None
2.8% ontaxableincome.

Texas NolncomeTax
West Virginia $2000  $,000 $2,000

3%onfirst $10,000 of taxableincome, upto6.5% on portion of
income over $60,000.

(M The tax rate and exemptions are for tax year 2001 unless otherwise
noted. For states with multiple schedules, the married filing joint rate
is listed.

@ california has inflation-indexed personal income tax rate tables,
standard deduction and personal exemption credit amounts. For
tax year 2001, credits are $79 for single, $72 married, filing
separately, and for head of household, $158 for married, filing
jointly, and $247 per dependent. Tax rates shown are for 2001.

() Kentucky and Ohio allow credits subtracted directly from tax
liability. The credits are $20 for single, $40 for joint and $20 per
dependent.

() Beginning in 2000, the exemptions for a taxpayer, spouse, and
dependent(s) will be indexed for inflation.

®)  gates with only one tax schedule.
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TAXBASE
The former tax base and calculation structure of the
domestic insurance tax is being phased out. In 2002,
taxpayers must determineboth theold and new tax bases.
(In 2003, only the new basewill apply.)

OldBase:  Either capital and surplus, or gross premi-
ums, whichever base yields less tax.
New Base: Grosspremiums.

RATES
In 2002, an insurance company pays 20% of the tax calcu-
lated under the old base and rates, plus 80% of the tax
calculated under the new base and rate. (In 2003, only the
new base and rate will apply.)

Old Tax Base Rates: 0.6% of capital and surplus, or
2.5% of gross premiums, which-
ever yields | ess tax.

New Tax BaseRates.  1.4% of grosspremiums.

Minimumtax for 2002is$200. (In2003, theminimumtax will
be$250.)

REVENUE (IN MILLIONS)

Fiscal General
Year Revenue Fund
1998 $63.2
1999 775
2000 88.2
2001 109.3

DISPOSITION OF REVENUE
General Revenue Fund.

SECTIONS OF OHIO REVISED CODE
Sections5725.18t05725.24 and 3737.71.

RESPONSIBILITY FOR ADMINISTRATION
Director, Department of Insurance.

REMITTER OF TAX
I nsurance companies organized under Ohio law.
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PAYMENT DATES
Director of Insurance certifiesthetax tothe State Treasurer
by the first Monday of May. Within 20 days, the State
Treasurer issues atax bill with payment due 20 to 30 days
from the date thetax bill ismailed.

Note: Tax year is defined as the year in which the payments are filed.
Payments are based upon the previous year's business activity.

SPECIAL PROVISIONS / CREDITS
A tax credit for insurer groupswith lessthan $75 millionin
total premium salesto bephasedinfromtax year 1999to 2003,
withamaximum credit of $200,000inyear 2003. In2002, the
maximum credit allowedis$160,000.

Membersof theOhio Lifeand Health Guaranty Association
are subject to assessment by the Association. Should a
member becomeimpaired or insol vent, the other membersof
the Association are assessed at arate not to exceed 2 percent
of their gross premiums to protect policy holders of the
impaired orinsolventinsurers. A 100%tax creditisgivento
the membersof Ohio Lifeand Health Guaranty Association
on their assessments paid to the Association.

Domesticinsurersthat are healthinsurancecorporationsare
taxed at therate of 1% of all premium payments, exclusiveof
payments received by Medicare and Medicaid.

HISTORY OF MAJOR CHANGES
1830 - 4% property tax on dividends paid by insurance
companies.

1852 « Insurance companiesrequiredtolist real property,
tangible property, money, and credits for taxation.

1933 - Changed to a franchise tax on the smaller of the
following:
0.2% of capital and surplus.
1.67% onpremiums.

1971 - Franchisetax ratechangedtosmaller of thefollow-
ing:
0.3% of capital and surplus.
2.5% on gross premiums.
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HISTORY OF MAJOR CHANGES (con't.)

1981 -

1989 -

1997 -

Tax rate on capital and surplusincreased to 0.6%.

Established the Ohio Lifeand Health Guaranty As-
sociation and assessment: 100% tax credit for as-
sessment paid by participating insurers.

The rate for domestic insurers is to be reduced to
1.4%. Thisistobephasedin startingintax year 1999
to 2002. Minimum tax of $250 to be phased in over
same period.

Tax credit for insurer groups with less than $50
millionin Ohio premium salesto be phased in from
tax year 19990 2002. Thethresholdisincreasedto
$75millionfromJuly 1, 1999.

The capital and surplustax base will be phased out
starting in tax year 1999 through 2002. Beginning
withtax year 2003, thetax will becomputed solely on
gross premiums.

COMPARISON WITH OTHER STATES

State Tax Rate®

California Ingeneral 2.35%; ocean marineinsurers
0.5%; surplus line brokers 5% of gross
premiums.

Florida Annuities 1%, wet marine and trans-
portation 0.75%; commercial self-insur-
ancefund, medical malpractice 1.6%; all
others 1.75% of gross premiums.

Illinois Ingeneral 2.0%,; surplusline 3% of gross
premiums.

Indiana 2% premium tax or may elect to pay the
grossincometax.

Kentucky Ingeneral, $2 per $100 of grosspremiums.

Massachusetts  2.0% of taxable gross premiums, plusa
surtax of 14.0% of the tax imposed.

Michigan Single-businesstax of 1.9916%intax year
2002.

New Jer sey In general, 1.05% of gross premiumson
group accident and health; all others
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COMPARISON WITH OTHER STATES (con't.)

State
NewYork

Ohio

Pennsylvania

Texas

West Virginia

Tax Rate®
0.8%onlifeinsurer'spremiums; 1% on
accident and health insurers; 1.3% for
others. @

The taxon capital and surplusisbeing
phased out with 2002 being the last
year itisused. Thetaxrateof 1.4% on
grosspremiumswill beeffectivestart-
ing in tax year 2003. (See RATES
section for 2002 rates.)

2% of gross premiums.

1.75% of premiumreceiptsfor life,
accident and health insurance; 3.5%
for others.

4%for fireand casualty; 3%for others;
annuities 1.0%.

() Other rates may apply to specific types of insurance and insurance

providers.

() Domestic insurers maintaining their home offices in Florida are

exempt.

® Insurance companies also pay New York corporate franchise tax.
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TAXBASE
Grossamount of premiumsreceived from policiesfor Ohio
risks during preceding calendar year less specified deduc-
tions.

RATE
Therate for foreign insurersis being reduced. Intax year
2002itis1.62%. From 2003 andthereafter, itis1.4%. Intax
year 2002 the minimum tax is $200. In tax year 2003 and
thereafter theminimumtax is$250.

REVENUE (IN MILLIONS)

Fiscal General

Yexr Revenue Fund Other® Total
1998 $280.9 $6.5 $287.4
1999 2716 72 2788
2000 252.3 79 260.2
2001 220.6 117 2323

@ Includes Fire Marshal Fund and Attorney General Claims Fund.

DISPOSITION OF REVENUE
General Revenue Fund.
Fire Marshal’s Fund.

SECTIONS OF OHIO REVISED CODE
Chapter 5729 and section 3737.71.

RESPONSIBILITY FOR ADMINISTRATION
Director, Department of Insurance.

REMITTER OF TAX
I nsurance companies not organized under Ohio law.

PAYMENT DATES
October 15:  Advance payment of 1/2 of previous

year'stax.
March1: Payment of balance of previousyear'stax.
Junel5: Final payment or refund.

Note: Tax year is defined as the year in which the payments are filed.
Payments are based upon the previous year's business activity.
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SPECIAL PROVISIONS / CREDITS
A tax credit for insurer groupswith lessthan $75 millionin
total premium sales to be phased in from tax year 1999 to
2003, withamaximumcredit of $200,000inyear 2003. In2002,
themaximum credit allowedis$160,000.

An additional 0.75% tax is levied on the gross premium
receipts derived from fire insurance and that portion of the
premium reasonably allocableto fireinsuranceincluded in
other coverages.

Foreign insurersthat are health insurance corporations are
taxed at therate of 1% of all premium payments, exclusive of
payments received under Medicare and Medicaid.

HISTORY OF MAJOR CHANGES
1830 * 4%tax on profitsfrom premiums(minimum of $50).

1852 * Value of gross premiums subject to property tax.

1888 ¢ Supplemental tax on gross premiums that, when
added to the property tax, would produce 2.5% of
gross premiums.

1902 e Direct 2.5% tax on gross premiums.

1997 * Tax ratefor foreigninsurersis 1.62% for tax year
2002. In2003 and therafter, theratewill be1.4% A
minimumtax of $200isfor tax year 2002. Intax year
2003 and thereafter the minimumtax is$250.

* Tax credit for insurer groups with less than $50
millionin Ohio premium salesto be phasedinfrom
tax year 1999t02003. After July 1, 1999, thethresh-
oldisincreasedto $75 million.

COMPARISON WITH OTHER STATES

State Tax Rate’

California Foreign insurers subject to retaliatory
provisions.

Florida Foreigninsurers, other than those main-

taining aregional officein Florida, sub-
ject to retaliatory provisions.
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COMPARISON WITH OTHER STATES (con't.)

*

Illinois

Indiana

Kentucky

M assachusetts

Michigan

New Jer sey

NewYork

Ohio

Pennsylvania

Texas

West Virginia

Foreign insurers subject to retaliatory
provisions.

Foreign insurers subject to retaliatory
provisions.

Foreign insurers subject to retaliatory
provisions.

Foreigninsurerspay 2% plusasurtax of
14% of thetax imposed. The 14% surtax
doesnot apply if theforeigninsurersare
subject to the retaliatory provisions.

Foreign insurers pay the greater of the
retaliatory tax or thesinglebusinesstax.

Foreign insurers are subject to retalia-
tory provisions.

Foreign insurers are subject to retalia-
tory provisions.

Foreigninsurersaresubject toretali-
atory provisions. In tax year 2002 the
rateis1.62% of premiumsif theretal-
iatory provisionsdonot apply. 1n 2003,
theratewill be 1.4%.

Foreign insurers are subject to retalia-
tory provisions.

Foreign insurers are subject to retalia-
tory provisions. Reciprocal insurersthat
donot el ect to betaxed under provisions
applicabletotitle, life, and accident and
healthinsurersaretaxedat 1.7% of gross
premiums.

Foreign insurers subject to retaliatory
provisions.

In general, the retaliatory tax rate imposed is either the domestic
rate of the state taxing the foreign insurer or the rate of the state
in which the foreign insurer is incorporated, whichever is greater.
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KILOWATT HOUR TAX

The kilowatt hour tax was enacted by Amended Substitute
Senate Bill 3 (123 General Assembly) as part of electric
utility deregulation. EffectiveMay 1, 2001, thistax replaced
the public utility excise tax on electric companies and the
taxlossesfromreductioninelectric utility personal property
tax assessment rates.

TAXBASE

Thekilowatt hour tax hastwo baseswith payment determined
by the number of kilowatt hoursdistributed to theend user in
Ohio.

1 For end users at or below 45 million kilowatt hours in
annual consumption, thebaseisontheamount of kilowatt
hours distributed to them per month.

2 For end users above 45 million kilowatt hoursin annual
consumption who opt to self-assess, the base is both the
amount of kilowatt hours distributed to them per month
and the total price.

RATES

1 Electricdistribution companies pay at rates based onthe
monthly consumption by end users, using the following
schedule

Monthly Kilowatt Hours

Distributed to the End User Rate per Kilowatt Hour
0 - 2,000kilowatt hours $0.00465
2,001 - 15,000kilowatt hours 0.00419
Over  15,001kilowatt hours 0.00363

2. For consumersabove45 millionkilowatt hoursin annual
consumption, there is an option to self-assess the tax.
This self-assessor tax is calculated as the sum of 4% of
priceplus$0.00075 onthefirst 504 millionkilowatt hours
of annual consumption.

MAJOR EXEMPTIONS
Federal government.
End userslocated at afederal facility.
Qualified end users.
Qualifiedregenerationfacilities.
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KILOWATT HOUR TAX

REVENUE (IN MILLIONS)

School District Local Gov't.

Fiscal Prop. Tax Prop.Tax
Year State® Rep. Fund Rep. Fund Total
20010 $24.0 $9.8 $4.2 $38.0

(M Reflects only one month of revenue.

@ Includes the following: $22.8 million to the General Revenue Fund,
$1.0 million to the Local Government Fund, and $0.2 million to the
Local Government Revenue Assistance Fund.

DISPOSITION OF REVENUE

General Revenue Fund receives 59.976%, School District
Property Tax Replacement Fund receives 25.9%, Local
Government Fund receives2.646%, L ocal Government Property
Tax Replacement Fund receives11.1%, and L ocal Government
Revenue Assistance Fund receives 0.378% of kilowatt hour
tax revenue. For fiscal years 2002 and 2003, there will be no
distributions to the Local Government Fund and Local
Government Revenue Assistance Fund. TheGeneral Revenue
Fundwill receive63% of revenueinfiscal years2002 and 2003.
Refer to Disposition of Revenue inthelndividual Income Tax
section for information on the semi-annual reduction of the
Local Government Fund, Local Government Revenue
Assistance Fund, and Library and L ocal Government Support
Fund deposits.

SECTIONS OF THE REVISED CODE
Chapter 5727.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Electricdistribution companies.
End users that self-assess.

SPECIAL PROVISIONS / CREDITS

Revenues received by municipal electric companies from
customers within their municipal boundaries are retained by
that municipality.

PAYMENT DATE
The 20" day of each month for the amount of electricity
distributed to end users during the preceding month.
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KILOWATT HOUR TAX

HISTORY OF MAJOR CHANGES
1999 - Enacted with an effective date of May 1, 2001.

2000 - Lowered the self-assessor tax threshold from 120
million kilowatt hours of annual consumption to 45
millionkilowatt hours.

+ Capped the consumption portion of the self-assessor
tax formula at 504 million kilowatt hours of annual
consumption.

* Providedthat the* qualified end users” will remit the
tax (either kilowatt hour or self-assessor optionif so
qualified) onthenon-qualified portion of their electric
consumption.

-Provided for an exemption for “qualified
regeneration” facilities.

- Allowed businesses to declare that they will have
enough electricity consumption in the upcoming
year so they may self-assess. Provided for a
“recapture” tax if thetaxpayer failsto meet the self-
assessor threshold.

- If a self-assessor is served by a municipal electric
company and iswithin the municipal boundary, the
taxpayer will remit the self-assessor tax to the
municipality.

- Clarified rules pertaining to self-assessors.

COMPARISON WITH OTHER STATES
California
0.02 cents per kilowatt hour of electricity consumed.

Florida
2.5% of gross receipts.

Ilinois
End users pay on a declining cents-per-kilowatt hour
basis on consumption or 5.1% of the purchase price for
self-assessors.
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COMPARISON WITH OTHER STATES (con't.)

Indiana, Kentucky, M assachusetts, and Michigan
Ingeneral, public utilitiespay anominal tax or fee on gross
receipts strictly for the support of the state’s regulatory
agency. Electric companies may be subject to general
business taxes.

New Jer sey
Electric companies subject to corporate business taxes.

NewYork
Electric companiesare subject to corporate businesstaxes
and a public utility excise tax. For electric companies
subject to regulation, the excise tax for 2002 is 2.4% on
electric servicereceipts.

Ohio
Electric distribution companies pay on a declining
block rate per kilowatt hour distributed to the end
user. Largeconsumer s, with at least 45 million kilowatt
hour sin annual consumption, pay thesum of 4% of the
priceplus0.75millson thefirst 504 million kilowatt
hour sof annual consumption.

Pennsylvania
Electric companies pay 4.4% of gross receipts.

Texas
Electricutilitiespay ratesranging from 0.581%t0 1.997%
of gross receipts, depending upon population of the town
inwhichtheutility operates. Electric utilitiesoperating a
nuclear facility pay a 5% surcharge on the gross receipts
tax.

West Virginia
Electric power companies pay a tax based upon the
generating capacity of their electricgeneratingfacilities. If
electric company does not produce its electricity, the tax
is 3% of demand charges.
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MOTOR VEHICLE FUEL TAX

TAXBASE
Gallons of gasoline, diesel fuel, and special fuels sold in
Ohio.

RATE
Twenty-two cents per gallon.

MAJOR EXEMPTIONS
Refunds, credits, and deductions for the following:

Purchasers who did not use the fuel to operate avehicle
on ahighway or waterway.

Distributorsand retailersfor fuel lost through shrinkage,
evaporation, and |eakage.

Local transit authoritiesfor 21 of the 22 cents per gallon
on fuel consumed in transit buses.

REVENUE (IN MILLIONS)

Fiscal

Yea Total
1998 $1,328.4
1999 1,370.7
2000 1,404.9
2001 1,307.3

DISPOSITION OF REVENUE
Thefollowing itemsreceive therevenuefirst:
1) Monthly $100,000 allocationto thegrade crossing fund;
2 Monthly distribution to the Ohio Turnpike Commission
equal tofive centson each gallon of fuel sold at stations
operated by the commission.

After theabovetransfers, 0.875% of revenueisallocated to
the waterways safety fund and 0.125% to wildlife boater-
angler fund.

Of theremaining revenue, approximately 4.5% (theequiva-
lent of onecent of the22 cent tax rate) isallocated to thelocal
transportation improvement program fund.

The balance is distributed, in general, as follows:
75.0% to the State of Ohio;
10.7 tomunicipal corporations;
9.3 to counties;
62 50 to townships.

MOTOR VEHICLE FUEL TAX

SECTIONS OF OHIO REVISED CODE
Chapter 5735.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Dealers (wholesalers and refiners) who distribute fuel in
Ohio.

PAYMENT DATES
By thelast day of each month for the preceding month’ stax
liability; filed with the Treasurer of State (until January 1,
2003).

SPECIAL PROVISIONS / CREDITS
Thetotal tax rateis derived by adding the fixed 7 cents per
gallontax rateto avariable” centsper gallon” tax rate of 15
cents. The variable rate uses a formula based on (1) the
consumer priceindex, and (2) aconsumption factor, which
isaratio of the amount of motor fuel consumption for the
second previousfiscal year to consumption in the previous
year. TheJuly 1993 cal cul ationwasthelast timethis formula
wasrecalculated. Useof theformulafor futureratecalcula-
tionswould haveto beauthorized by the General Assembly.

HISTORY OF MAJOR CHANGES

Total Tax
Yea Change After Change
1925 2.0 cents per gallontax enacted 2.0 cents
1927 1.0cent per gallonincrease 3.0 cents
1929 1.0cent per gallonincrease 4.0 cents
1933 1.0cent per gallon reduction 3.0 cents
1947 1.0cent per gallonincrease 4.0 cents
1953 1.0cent per gallonincrease 5.0 cents
1959 2.0 cents per gallon increase 7.0 cents
1981 3.3 cents per gallon increase 10.3 cents
1982 1.4 cents per gallon increase 11.7 cents

1983 0.3cent per gallonincrease 12.0 cents
1987 2.7 cents per gallon increase 14.7 cents
1988 0.1cent per gallonincrease 14.8 cents
1989 3.2 cents per gallon increase 18.0 cents
1990 2.0 cents per gallon increase 20.0 cents
1991 1.0cent per gallonincrease 21.0cents
1993 1.0cent per gallonincrease 22.0 cents
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MOTOR VEHICLE FUEL TAX

COMPARISON WITH OTHER STATES (AS OF 1/02)
(includes state sales tax where applicable)

Tax Rate
(cents per gallon)
State Gasoline® Diesel Fuel®
California? 2375 2375
Florida® 19.90 3240
[1linois™® 2555 2125
Indiana® 20.00 2100
Kentucky 16.40 1340
Massachusetts 21.00 21.00
Michigan® 25.00 21.00
New Jersey® 1450 1750
New Y ork® 26.60 24.85
Ohio 22.00 22.00
Pennsylvania® 26.60 3180
Texas 20.00 20.00
West Virginia®® 2535 25.65

(@ pata for the comparison of state motor vehicle fuel tax rates from the
Federation of Tax Adminigtrators, Commerce Clearing House, and each
individual state. The sale of motor fud is subject to the applicable sales and
use taxes in the following states: California, Florida, Illinois, Indiana,
Michigan, New York, and West Virginia. Therates shown for these satesreflects
the applicable state sales and use tax based on a price of $1 per gallon of fuel.

@ The rate shown for California reflects the application of a sales and use tax
of 5.75% based on a price of $1 per gallon.

@ Gasoline fuel rate indudes a 4.0 cents per gallon excise tax while diesdl fuel
reflects a 16.5 cents per gallon excise tax. Gasoline and diesdl also subject
to 9.9 cents per gallon additional tax. The rate shown for Florida reflects the
application of a sales and use tax of 6% based on a price of $1 per gallon.
Tax rates shown do not include the application of variable local tax levies.

@ Therateshown for lllinoisreflectsthe application of a sales and usetax of 6.25%
based on a price of $1 per gallon. The following local motor fuel tax rates have
not been included in the gasoline rate for this comparison: Chicago, 5 cents,
Cook County, 6 cents, Kane County, 2 cents, McHenry County, 2 cents.

®)  The rate shown for Indiana reflects the application of a sales and use tax of
5% based on a price of $1 per gallon.

®  The rate shown for Michigan reflects the application of a sales and use tax of
6% based on a price of $1 per gallon.

(™ Rate indudes a 4.0 cents per gallon Petroleum Products Excise Tax levied on
sales of gasoline and diesdl fuel.

®  Rate for gasoline and diesd fuel includes an 8.0 cents per gallon excise tax
and the Petroleum Business Excise Tax (rates vary depending on fud type;
rateisindexed for inflation each year). Therate shown for New York also reflects
the application of a sales and use tax of 4% based on a price of $1 per gallon.

) The gasoline and diesel fuel tax ratesinclude a permanent 12.0 cents per gallon
excise tax. An il company franchise tax is included.

(19 The gasoline and diesd fuel tax rates include a 20.5 cents per gallon excise
tax. The rate shown for West Virginia also reflects the application of a salesand
use tax of 4.85 cents per gallon.
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MOTOR VEHICLE FUEL USE TAX

TAXBASE
Fuel used on Ohio highwaysby tractor trailer combinations,
truckswith three axlesor more, and two-axletruckspulling
atrailer with a gross vehicle weight over 26,000 pounds.
Taxpayers must pay tax on the amount by which the fuel
consumed in Ohio exceeds the fuel purchased in Ohio. In
addition, asurtax is paid on all fuel consumed in Ohio.

RATE
Twenty-two cents per gallon plus a three cents per gallon
surtax.

MAJOR EXEMPTIONS
Vehicles owned and operated by the federal government,
State of Ohio and its political subdivisions.

REVENUE (IN MILLIONS)

Fiscal

Yex Total
1998 $64.9
199 64.3
2000 669
2001 753

DISPOSITION OF REVENUE
Highway bond retirement funds for as long as needed and
then to the highway operating fund.

SECTIONS OF OHIO REVISED CODE
Chapters5728and5735.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Fuel usetax permit holders.

PAYMENT DATES
Reports and payments are filed quarterly by January 31,
April 30, July 31, and October 31 for theliability for the
previous three months, or annually by July 31 for the
liability for the previous twelve months.

65

MOTOR VEHICLE FUEL USE TAX

HISTORY OF MAJOR CHANGES
1981 e« Tax becameeffectiveduly 1.

1991 < Three centsper gallon surtax became effective.

1995 « OhiojoinedInternational Fuel Tax Agreement (IFTA).

COMPARISON WITH OTHER STATES

(AS OF 12/01)
California Equalsmotor fuel tax rate.
Horida Equalsmotor fuel tax rate.
[llinois Equalsmotor fuel tax rate.
Indiana Equalsmotor fuel tax rate plusan 11 cents
per gallon surtax.
Kentucky Equalsmotor fuel tax rateplusa2.2 centsper

gallon surtax for gasoline and 5.2 cents per
gallon surtax for diesel.

Massachusetts Equalsmotor fuel tax rate.

Michigan Equals 9 cents per gallon motor fuel tax rate
plusa12 cents per gallon surtax.

New Jersey Equalsmotor fuel tax rate.

NewY ork Equalsmotor fuel tax rate.

Ohio Equalsmotor fuel taxrate plusa3centsper
gallon surtax.

Pennsylvania  Equalsmotor fuel tax rate.
Texas Equalsmotor fuel tax rate.

WestVirginia  Equalsmotor fuel tax rate.
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MOTOR VEHICLE LICENSE TAX

TAXBASE
Motor vehicles operated upon the public roads or highways of Ohio.
Commercid vehiclesbasedin Ohio andin other satespay aprorated
tax based ontheratio of themileagetraveled in Ohiototota mileage.

RATES
Passenger cars $20
Motorcycles 14

Housetrailers, travel trailers
Transit buses

Non-commercial vehiclesand motor homes

Non-commercial truck (1ton)

R 3 &8 B B

Commercid trailer, semi-trailers

Commercial trucks, andtractors:
Rates vary depending on the gross weight of the vehicle.
For vehicleswithagrossweight under 2,0001bs., thetaxis
$45. For vehicleswith agrossweight between 78,0001 bs.
and80,0001bs. thetax is$1,340.

Motor Buses:
Ratesvary dependingonthegrossweight of thevehicle. For
vehicleswithagrossweight under 2,0001bs., thetax is$10.
For vehicleswithagrossweight between 78,000and 80,000
Ibs., thetaxis$1,630.

FarmTrucks:
Rates vary depending on the unladen vehicle weight. For
vehicleswith an unladen weight under 3,000 Ibs,, thetax is
$5plus$0.50per 1001 bs. Forvehiclesover 10,0001 bs. unladen
weight thetax is$125 plus$2.25 per 1001 bs.
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MAJOR EXEMPTIONS
Vehicles owned and operated by thefederal or state government
or by political subdivisions of the State of Ohio.

Publicly-owned school busesused for transporting public school
pupils; privately-owned school buses used exclusively for trans-
porting privateor publicschool pupilstoandfromschool or school
functions.

Vehiclesregistered in another state until owner becomesan Ohio
resident.

REVENUE (IN MILLIONS)

Fiscal

Year Total
1998 $620.8
1999 6355
2000 6614
2001 6569

DISPOSITION OF REVENUE

The highway bond retirement fund and the highway operating
fund are all ocated 42.6% of the revenue from commercial ve-
hicles having gross vehicleweights of 26,000 pounds or more.
After any bond retirement obligations and administrative ex-
penses are met, the remaining revenues are distributed as
follows:

34% to municipal corporation or county of registration;
47% to county in which vehicle owner resides;

9% to countiesin theratio of the number of milesof county
roads to the state total;

5%totownshipsintheratio of thenumber of milesof township
roads to the state total;

5% divided equally among counties.

SECTIONS OF OHIO REVISED CODE
Chapters4501, 4503, and 4504.
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MOTOR VEHICLE LICENSE TAX

RESPONSIBILITY FOR ADMINISTRATION
The Registrar of the Bureau of Motor Vehiclesisthe primary
administrator; the County Auditor and one or more personsin
each county are designated by the Registrar to act as deputy
registrars.

REMITTER OF TAX
Operators of motor vehicles on the public roads or highways.

PAYMENT DATES
Commercial vehicles: March1-May 31.

Passenger carsand non-commercial vehiclesarerequiredto be
registered during month of owner’ s birthdate.

SPECIAL PROVISIONS / CREDITS
Counties and municipalities within counties which have not
adoptedthetax may levy a$5.00 per vehiclelicensetax. During
2001, 46 countiesand 201 municipalitiesimposedthislicensetax.

Countiesmay levy an additional $5.00 or $10.00 licensetax. A
municipality may levy anadditional $5.001i censetax plusa$s.00
or $10.00licensetax if thecounty inwhichitislocated doesnot.
A township may levy an additional $5.00 license tax. The
maximum additional licensetaxinacounty cannot exceed $15.00.
During2001, 38 counties, 371 municipalities, and 308townships
imposed thistax.

Dealersof manufactured homesand exi sting mobilehomesmust
pay themotor vehiclelicensetax. If owned and situsedin Ohio
prior toJanuary 1, 2000, ownersof property may el ect tobetaxed
under manufactured home tax or surrender title and be taxed
"like" real property. |If owned and situsedin Ohio after January
1, 2000, manufactured homes and existing mobile homes are
treated "like" real property.

Special license plate numbersor |etter combinationsare avail-
able at an additiona cost.
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HISTORY OF MAJOR CHANGES
1906 + Registrationfeeof $5for all gasoline or steam motor
vehicles enacted.

1920 « Separate license taxes for motorcycles, passenger
cars, and commercial vehiclesenacted.

1925 « Graduated rate schedulefor commercial vehiclesen-
acted.

1932 - Ratesincreased for motorcycles, passenger cars, and
commercial vehicles, method of revenue distribution
amended.

1937 « Rate schedule on farm trucks enacted.
1948 « Passenger car levy increased to $10.
1949 « Separate levy on house trailers enacted.

1951 e« Separate graduated rate schedule on motor buses
enacted; levy on commercial vehiclesincreased.

1953 « Department of Highway Safety (which contains the
Bureau of Motor Vehicles) was created; current
method of revenue distribution enacted.

1957 « Separate levy on transit buses enacted.

1967 « Countiesand municipalitiespermittedtolevy a$5.00
permissivelicensetax.

1980 « Permissive authority given to Bureau of Motor Ve-
hiclesto have registration by mail.
» Rates on passenger cars, motorcycles, house and
travel trailers doubled; rates on all other vehicles
increased.

1987 < Additional authority given to counties, municipali-
ties.

1988 « Registration according to owner’ sbirthdate enacted.
 Bureau of Motor Vehiclesrequired to start mail
registration.
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MOTOR VEHICLE LICENSE TAX

HISTORY OF MAJOR CHANGES (con't.)

1990 - Legislationenactedwhichwill convertthefeestruc-
ture of commercial vehicle registrations from un-
laden weight to gross vehicle weight as of June,
1991

COMPARISON WITH OTHER STATES
(AS OF 12/01)

Passenger Commercia®
State Cars Vehicles
Cdlifornia 8 $1,173
Plus2.0% of market

value. Appliestoall
Cdliforniaregistrations.

Florida $27.60-$45.60 $6%5
depending on weight

Illinois $78 $1,970

Indiana $16.75plusanexcisetaxof ~ $800

$12-$1,063, basedon
the selling price when
new and age of vehicle.

Kentucky $11.50 332

M assachusetts $30one-timefeeplus $00
excisetax of $25 per
$1,000 of valuebased
on age of vehicle

Michigan Pre-1984models, $1,268
$29to $95 based on
weight upto 10,000
Ibs., 90 centsper 100 Ibs.
for vehiclesweighing
over 10,0001bs.
1984 and newer models,
thetax rangesfrom
$30- $148 (dependent on
price) or 0.5% of list price.
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COMPARISON WITH OTHER STATES
(AS OF 12/01)

Passenger Commercia®
State _Cas _Vehicles
New Jer sey $25-$73.50basedon $79%6

weight and model year.

NewYork Variable based on weight: $931
Under 1,6501bs. =$20.50
1,650 |bs. and above = variable
rate depending on weight

(max. $112tax)
Ohio $20 $355
Pennsylvania $36 $999
Texas $40.50- $58.50 based on A
model year for vehicles100

Ibs. weighing up to 6,000 | bs.
$25 plus 60 cents per 100

Ibs. for vehiclesweighing
over 6,0001bs.

West Virginia $0 $316

(' Comparison based on a truck of 60,000 Ibs. gross weight. Estimate
of fees does not consider additional variable fees legislated by state and
local governments, as well as miscellaneous state and/or local exemp-
tions that might reduce the fee.
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NATURAL GAS CONSUMPTION TAX

The Natural Gas Consumption Tax was enacted by Amended
Substitute Senate Bill 287 (123rd General Assembly) as part of
tax reform on the natural gasindustry, to replace the tax losses
from reduction in natural gas utility personal property tax
assessment rates, effective July 1, 2001.

TAXBASE
Amount of natural gas distributed to end user.

RATES
TheNatural GasConsumption Tax (the Mcf tax) isbased onatier
schedule as follows:

Mcf Distributed Rate

Toan End User per Mcf*
For the first 100 Mcf per month $.1593
For the next 101 to 2000 Mcf per month .0877
For 2001 and above Mcf per month .0411
Flex Customer .0200

*  "Mcf" means one thousand cubic feet.

MAJOR EXEMPTIONS

Distribution of natural gasto the federal government.

Natural gas produced by an end user in Ohio that isconsumed by
that end user or its affiliates and is not distributed through the
facilities of anatural gas distribution company.

REVENUE (IN MILLIONS)
Thistax began July 1, 2001.

DISPOSITION OF REVENUE
School District Property Tax Replacement Fund receives 70%.
L ocal Government Property Tax Replacement Fund receives30%.

SECTION OF OHIO REVISED CODE
Chapter5727.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Natural gas distribution companies.
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NATURAL GAS CONSUMPTION TAX

PAYMENT DATES

TheNatural Gas Consumption Tax (the Mcf tax) paymentsare
made on November 20, February 20, May 20, and August 20.
The first payment was due on November 20, 2001 for Mcf
consumption from July through September, 2001.

SPECIAL PROVISIONS / CREDITS

Largecommercial andindustrial consumersof natural gasaretaxed
at aflatrateof $.02 per Mcf. Theseconsumersareconsideredflex
customers and have made a special purchase agreement with a
natural gas distribution company. Natural gas distribution
companiesareresponsiblefor collection and remission of thetax
fromflex customers.

HISTORY OF MAJOR CHANGES
2000 ¢ Enacted.
« Natural gas consumption tax receiptswill remain as
revenueinthetax baseof thepublic utility excisetax.

COMPARISON WITH OTHER STATES

(AS OF 12/01)

[llincis

Gascompaniespay 2.4 centsper therm soldto customersor 5% of
gross receipts, whichever isless.

New Jersey
Gascompaniespay atax for thermssold based on ratesderived by
theBoard of Public Utilities.

Ohio

Gascompaniespay aconsumption-based Natur al GasConsumption
Tax (the M cf tax) on the amount of cubic feet of natural gas
distributed toconsumer shased on atiered M cf rateschedule.

Cadlifornia, Florida, Indiana, Kentucky, M assachusetts, Michigan,
Pennsylvania, Texas, and West Virginiado not haveaconsumption-
based tax on natural gas.
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PASS-THROUGH ENTITY TAX

Substitute House Bill 215 (122nd General Assembly) enacted
a method for the collection of tax on the distributive shares
of income earned by qualifying investors from their
investment in any qualifying pass-through entity doing
business in Ohio. The tax became effective in 1998. The
pass-through entity tax is not so much a separate tax, but
rather a mechanism designed to collect individual income
tax or corporate franchise tax which pursuant to Ohio tax
law is otherwise due and payable by pass-through entity
investors.

TAXBASE

Tax baseisthe sum of the"adjusted qualifying amounts" of
a qualifying pass-through entity's qualifying investors. A
pass-through entity is an S corporation, partnership, or a
limitedliability company treated asapartnershipfor federal
income tax purposes. (Many pass-through entities are not
subject to the tax; see Major Exemptions, below). The
"adjusted qualifying amount" isthe net sum of aninvestor's
distributive share of the pass-through entity'sincome, gain,
expense, and loss apportioned to Ohio.

RATES
5.0 percent withhol ding tax on theadjusted qualifying amount
of qualifying investors who are individuals.
8.5 percent entity tax on the adjusted qualifying amount of
qualifying investors that are not individuals.
Notaxisdueif thetotal adjusted qualifyingamountis$1,000
or less.

MAJOR EXEMPTIONS
Pass-through entities not subject to tax include (but are not
limited to) thefollowing:
o Entities having no qualifying investors.
o Pension plans and charities.
o Real estate investment trust, regulated investment
companies, and real estate mortgage investment
conduits.

A qualifying investor does not include the following:

* Individuals who are residents of Ohio for the entire
year.

* Non-resident individuals on whose behal f the qualify-
ing pass-through entity files Ohio form 1T-4708, "An-
nual Composite Income Tax Return for Investorsin
Pass-Through Entities."

* |nvestors which are "investment pass-through enti-

ties."
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PASS-THROUGH ENTITY TAX

MAJOR EXEMPTIONS (con't.)
* |nvestors that are corporation franchise taxpayers if
all investorsin the qualifying pass-through entity are
corporation franchise taxpayers.

(Thisisnot acompletelisting: there are many other types
of investors exempted from the definition of "qualifying
investor.")

REVENUE (IN MILLIONS)
5.0% withholding tax:

Fiscal General Local Gov't. Tota
Year Revenue Fund®  Funds Tax

1999 $320 $38 $35.8
2000 A7 41 388
2001 355 4.2 39.7

8.5% entity tax:

Fiscal General Local Gov't. Totd
Year Revenue Fund @ Funds Tax

1999 $7 $0.2 $3.9
2000 6.3 0.3 6.6
2001 4.0 0.2 4.2

7.5%? composite income tax of nonresident investorsin
pass-through entities (Form 1T-4708):

Fiscal General Local Gov't. Tota
Year Revenue Fund @ Funds Tax
1999 $32.5 $3.8 $36.3
2000 475 5.6 531
2001 55.8 6.6 624

@ This revenue is counted in the personal income tax or corporate
franchise tax.
@ Although the statutory rate is 7.5%, the rate in each tax year was

reduced under legislation requiring the return of excess state
revenue to taxpayers.

DISPOSITION OF REVENUE
5.0% withholding tax revenue:
89.5% to the General Revenue Fund, 5.7% to the Library
and Local Government Support Fund, 4.2% to the L ocal
Government Fund, and 0.6% to the Local Government
Revenue Assistance Fund.

8.5% entity tax revenue:
95.2% to the General Revenue Fund, 4.2% to the Local
Government Fund, and 0.6% to the Local Government
Revenue Assistance Fund. .




PASS-THROUGH ENTITY TAX

SECTIONS OF THE REVISED CODE
Chapters5733and 5747.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Qualifying pass-through entities.

PAYMENT DATES

Qualifying pass-through entitieswhosetotal adjusted quali-
fying amounts exceed $10,000 must make estimated quar-
terly tax payments. The payments are due on the 15th day
of the month following the last day of each quarter of the
taxpayer's taxable year. For taxpayers with a January 1 -
December 31 taxableyear, paymentsaredueon April 15, July
15, October 15 and January 15.

The annual pass-through entity tax return must be filed by
the 15th day of the fourth month following the end of the
entity's taxable year. For taxpayers with a January 1 -
December 31taxableyear, thereturnisdueonApril 15. If the
entity has an extension of timetofileitsfederal tax return,
the qualifying pass-through entity has the same extension
tofilethe pass-through entity tax return. However, thereis
no extension of time to pay.

SPECIAL PROVISIONS / CREDITS
A refundable tax credit may be claimed by qualifying indi-
vidual pass-through entity investors against their Ohio
individual incometax, based upontheinvestor'sproportion-
ate share of the 5 percent withholding tax and 8.5 percent
entity tax, if any.

A non-refundable tax credit may be claimed by qualifying
non-individual (corporate) investorsagainst their Ohio cor-
poration franchise tax, based upon the investing
corporation's proportionate share of the 8.5 percent entity
tax.
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PASS-THROUGH ENTITY TAX

SPECIAL PROVISIONS / CREDITS (con't.)
Qualifying trusts are also subject to tax.

The 8.5 percent entity tax does not apply to any pass-
through entity to the extent the pass-through entity's
distributive shares of income and gain pass through from
that entity to another pass-through entity (the "investing
entity"), aslong as certain conditions are met.

If, for federal incometax purposes, theinvestor deductsthe
investor'sproportionate share of the5.0 percent withholding
tax or the 8.5 percent entity tax, the investor must add back
suchtax asincomeon the Ohioindividual incometax return
or corporation franchise tax report.

HISTORY OF MAJOR CHANGES
1998 e« Taxbecameeffectiveat arateof 5.0%onindividual
qualifying investors and 8.5% on non-individual
qualifying investors.
« Certainpass-through entitiesthat are part of multi-
tier structure are exempt from tax.
 Investment pass-through entitiesareexempt from
tax on investment type of income.

2001 - If net management fees exceed five percent of an
investment pass-through entity'snetincome, such
fees are subject to tax.

COMPARISON WITH OTHER STATES

TheOhio pass-through entity tax isessentially awithholding
tax onthedistributive share of incomeof investors(generally
corporations and non-resident investors). The states with
a tax most closely approximating the Ohio pass-through
entity tax arethosethat requirewithhol ding tax on the pass-
through entity income of non-resident investors. These
statesinclude California, Indiana, New Jersey, Pennsylvania
and West Virginia. (This listing does not reflect taxes
imposed by many states on certain types of income, such as
the capital gains, built-in gains and excess net passive
income of S corporations, or any other type of entity-level
tax.)
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PUBLIC UTILITY EXCISE TAX

TAXBASE
Most utilities are taxed on gross receipts from intrastate
business. Thefollowing utilitiesaresubjecttothistax: local
telephone companies, natural gas companies, waterworks
companies, pipeline companies, heating companies, and
water transportation companies.

RATES
All utility classes are taxed at arate of 4.75% except pipe-
lines, which aretaxed at arateof 6.75%. Thereisaminimum
tax of $50.

MAJOR EXEMPTIONS
Municipally-owned public utilities.

Non-profit waterworksutilities.
Grossreceiptsfrominterstate business, salesto other public
utilitiesfor resale, sales of merchandise, and business done
with the federal government.

First $25,000 of grossreceipts.

REVENUE (IN MILLIONS)

General
Fiscak Revenue Local
Year Fund Gov't. Funds Other®  Total
1998 $673.0 $34.8 $0.2 $708.0
1999 637.6 329 0.1 670.6
2000 642.1 331 0.1 675.3
2001 6405 337 0.1 674.3

M Includes the 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%isdepositedinthelL ocal Govern-
ment Fund, and 0.6% is deposited in the Local Government
Revenue Assistance Fund.

For fiscal years 2002 and 2003, the two local government
funds each receive the same amount of public utility excise
tax revenueasthey receivedinfiscal year 2001. Theremain-
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PUBLIC UTILITY EXCISE TAX

DISPOSITION OF REVENUE (con't)
der is deposited in the General Revenue Fund. Refer to
Disposition of Revenue in the Individual Income Tax sec-
tion for information on the semi-annual reduction of the
Local Government Fund, L ocal Government Revenue As-
sistance Fund, and Library and L ocal Government Support
Fund deposits.

SECTIONS OF OHIO REVISED CODE
Chapter 5727.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Public utilities that are subject to the tax.

PAYMENT DATES

Advance paymentsrequired of all public utilities, except
natural gas companies, for which tax liability exceeded
$1,000duringtheprevioustax year. Paymentsequal to one-
third of the previoustax year’ sliability are due on October
15,March 1, and Junel. Final payment of remaining balance,
based on the current year’s certification in November, is
duewithin 30 days of billing.

Each natural gascompany whoseannual liability equalsor
exceeds $325,000 must pay on a quarterly basis. Pay-
ment dates are the 45th day following the last day of
March, June, September, and December. Each natural
gascompany whoseannual liability islessthan $325,000,
must pay annually in February.

SPECIAL PROVISIONS / CREDITS
Local telephone companies receive a lifeline credit for
establishing assistance programs for low-income elderly,
disabled and the sight, hearing or speech impaired.

L ocal telephone companiesreceive acredit for non-recur-
ring costsassociated withtheinstallation of a9-1-1 system
in a county.

Qualifying natural gascompaniesmay receivearefundable
credit, beginning with the November, 2001 payment, for
taxespaidin October, 1999; March, 2000; and June, 2000.
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PUBLIC UTILITY EXCISE TAX

HISTORY OF MAJOR CHANGES

184 -

1911

1935

1938

1963

1966

1971

1977

1979

1980

1981

1982

1983

1985

81

Enacted.
Current tax structure established.
One percent rate increase for certain utilities.

Rate increases for certain utilities.

Advance payment system inaugurated.
All revenue allocated to General Revenue Fund.

Rates increased from previous 3% to 4% for
most utilities.

Advance payment system altered for gas, pipeline,
and electric companies.

Advance payment system altered for remaining
utilities except freightline and equipment compa-
nies.

Ratestemporarily increasedfor 1981 (from4%to0 5%
for most utilities).

Rates temporarily increased for 1982 (from 4% to
4.5%for most utilities).

Rates permanently increased for 1983 and thereaf -
ter (from 4%to0 4.25% for most utilities).
Charter-city credit repeal ed.

5.55% surtax imposed on 1982 liability.

Temporary rate increase for 1983 (from 4.25% to
4.5%for most utilities).
5.55% surtax imposed on 1983 liability.

Temporary rateincreasefor 1983 (from4.5%to 5.0%
for most utilities).

Permanent rate increase for 1984 and thereafter
(from4.25%1t04.75% for most utilities).

Advance payment system altered.

Credit established for telephone companiesfor non-
recurring installation costs related to a 9-1-1 sys-
tem.

PUBLIC UTILITY EXCISE TAX

HISTORY OF MAJOR CHANGES (con't.)
1987 « Long-distancetel ephonecompaniesexempted from

1990

1991

1998

1999

publicutility excisetax.

Public utility excisetax onfreightlineand equipment
companies repeal ed as of tax year 1990.

Legislation passed granting a one dollar per ton
credit beginningtax year 1995 to el ectric companies
using pollution control devices for burning Ohio
coal.

Credit established for telephone companies with a
lifeline program of rate discounts for low-income,
elderly and disabled persons.

Railroads exempted fromtax as of tax year 1992 by
court decision.

Lifeline credit program for telephone companies
extended through 1999.

Changes the current payment schedule and mea-
surement periodsfor natural gascompaniesand the
natural gas business of combined natural gas and
electric companies. EffectiveMay 1, 2000.
Theexcisetax on electric and rural electric compa-
niesisreplaced withthekilowatt hour tax. Effective
May 1, 2001.

Removal of electric and rural electric companies
fromthepublic utility excisetax, effectivewith the
June, 2001 payment.

Increasethe coal credit from $1 to $3 per ton effec-
tive January 1, 2000 until it terminates at the end of
2004.

Expandsthedefinition of electric utility compliance
facility that is able to take the increased $3 per ton
coal credit.

Natural gasconsumptiontax (M cf tax) receiptswill
remainasrevenueinthetax baseof thepublicutility
excisetax.
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PUBLIC UTILITY EXCISE TAX

COMPARISON WITH OTHER STATES
California
Rates of 0.5% - 0.75% on intrastate tel ephone service and
0.02 cents per kilowatt hour of electricity consumed.

Florida
Gas, electric, telecommunication, and express compani es
pay atax of 2.5% on gross receipts.

[linois
Electric companiespay on adeclining cents-per-kilowatt-
hour basis based on end use or 5% of gross receipts. Gas
companiespay 2.4 centsper therm soldto customersor 5%
of grossreceipts, whichever isless. Telecommunications
companiespay 7% tax on grosscharges. Utilitiesal so pay
atax of 0.08% of their gross revenues.

Indiana, Kentucky, Massachusetts, and
Michigan
Ingeneral, public utilitiespay anominal tax or feeongross
receipts strictly for the support of the state regulatory
agency. The utilities may be subject to general business
taxes.

New Jersey
Sewage and water corporations are subject to atax on 2%
or 5% of gross receipts (depending upon amount of gross
receipts). Electric, natural gas, and telephone companies
are subject to corporate business taxes.

New York
Water, gas, steam, and electric companies pay a tax of
0.376% on gross earnings from state sources plusatax on
dividendsor net value. All utilitiesselling utility services
to New Y ork consumers pay an “additional” tax of 2.4%
on gross income earned in the state on regulated revenue
sources and 1.9% on unregulated revenue sources.

Ohio
Most utilitiespay atax of 4.75% on grossr eceiptsfrom
intrastatebusiness.

Pennsylvania
Rate of 4.4% on grossrecei ptsfor el ectric companies; 4.5%
ongrossreceipts, plusa0.5% surtax, for all other utilities.
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PUBLIC UTILITY EXCISE TAX

COMPARISON WITH OTHER STATES (con't.)
Texas

Three utility classes (gas, electric, and water) pay rates
ranging from 0.581%t0 1.997% of grossrecei pts, depend-
ing upon class of utility and population of town in which
utility operates. Electric utilitiesoperating anuclear facil-
ity pay a 5% surcharge on the gross receipts tax.

West Virginia

Telephone, telegraph, or other telecommunications com-
panies pay a4% tax on grossincomefromtelecommunica-
tions activities apportioned to the state. Electric power
companies pay atax based on the generating capacity of
their electric generating facilities. If the el ectric company
does not produce its own electricity, the tax is 3% of
demand charges. Natural gascompaniespay atax of 4.29%
of grossreceipts. Water companies pay atax of 4.4%.
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REPLACEMENT TIRE FEE

TAXBASE
Tireswithrimsof 13inchesor moredesignedfor useonamotor
vehicleand sold asreplacements. Tiresthat are used, retreaded,
or on anew motor vehicle are not subject to the fee.

RATES
$1.00pertire.
REVENUE (IN MILLIONS)
Scrap
Fiscal TireMgt. Adm.
Yexr Fund Fund Total
1998 $3 $0.1 834
1999 32 01 33
2000 32 01 33
2001 33 01 34

DISPOSITION OF REVENUE
Ninety-six percent to the Scrap Tire Management Fund.
Four percent to Tire Fee Administration Fund.

SECTIONS OF OHIO REVISED CODE
Sections3734.90t03734.99.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Any wholesale distributor of replacement tires or any retail
dealer acquiring tires on which the fee has not been paid.

PAYMENT DATES
Returns are filed monthly or quarterly and are due with the
payment by the 20th of the month following the reporting
period.

HISTORY OF MAJOR CHANGES
1993 « Enacted with expected sunset on June 30, 2002.
1999 « Feeisextended through June 30, 2006.
2001 « Tirefeeincreased from50¢to $1.00 pertire.
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REPLACEMENT TIRE FEE

COMPARISONS WITH OTHER STATES

(AS OF 12/01)
California $1.00 per tireonreplacement tires.
Florida 1.00 per tire on replacement tires.
lllincis 1.00 per tire on replacement tires.
Indiana 0.25 per tireon replacement tires.
Kentucky 1.00 per tire on replacement tires.
Ohio 1.00 per tireonreplacement tires.
Pennsylvania 1.00 per tire on replacement tires.
TexasV 2.00 per tireon replacement tires.

Massachusetts, Michigan, New Jersey, New York, and
West Virginiado not have areplacement tire fee.

(@) Actual rate is variable: $1.00 for used tires, $3.50 for tires with a
minimum of 17.5 inch rim clear, and $2.0 for new motorcycle tires.
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SALES AND USE TAX - STATE

TAXBASE
Sales and rental of tangible personal property. Selected ser-
vices.

RATE
Fivepercent (withspecificbracketsfor salesother thanmultiples
of onedollar).

MAJOR EXEMPTIONS
Purchases for resae.

Food for human consumption off the premises where sold.
Newspapersand magazi ne subscriptionssent by 2nd classmail .
Motor fuel.

Sales of artificial and natural gas, electricity, and water when
delivered through pipes, wires or conduits.

Prescription drugs.

Property used primarily in manufacturing or used directly in
miningor agriculture.

Credit for trade-inson new motor vehicles, new watercraft, and
new outboard motors.

REVENUE (in millions)

Genegrd
Fiscal Revenue Loca
Yex Fund Funds Other® Total
1998 $5,2655 $265.7 9 $5,535.1
1999 5545.3 279.7 24 58274
2000 59137 298.3 20 6,214.0
2001 5935.6 2994 22 6,237.2

@ Includes Attorney General Claims Fund.

87

SALES AND USE TAX - STATE

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%isdepositedinthel ocal Govern-
ment Fund, and 0.6% is deposited in the Local Government
Revenue Assistance Fund.

For fiscal years2002 and 2003, thelocal government fundseach
receive the same amount of sales and use tax revenue as they
receivedinfiscal year 2001. Theremainder isdepositedinthe
General RevenueFund. Refer to Disposition of Revenue inthe
Individual Income Tax section for information on the semi-
annual reduction of theL ocal Government Fund, Local Govern-
ment RevenueAssistanceFund, and Library and L ocal Govern-
ment Support Fund deposits.

SECTIONS OF OHIO REVISED CODE
Chapters5739and5741.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Holders of vendor's licenses, direct-payment permits, and
consumer accounts; registered out-of-state sellers; and clerks
of court.

PAYMENT DATES
Monthly returns: By the23rd day of the monthfollowing the
reporting period.

Semi-annual returns; By the 23rd day of themonthfollowingthe
close of the semi-annual reporting period determined by the
county of business location; this method of payment may be
authorizedfor vendorsand sellerswhosetax liability islessthan
$1,200 per six month period.

Quarterly returns: Consumer accountsanddirect payments by the
23rd day of themonth following thereporting periodif quarterly
ligbility is under $5,000. Otherwise, consumers must remit tax
monthly.

NOTE: Vendors and out-of-state sellers are allowed a 0.75%
discount for timely payment.

Payment is required to be made by eectronic fund transfer by
taxpayerswhenliabilitiesequal or exceed $60,000ayear. a3




SALES AND USE TAX - STATE

SPECIAL PROVISIONS / CREDITS
1 Counties and transit authorities may levy additional

salesand usetax. (See SALES AND USE TAX -
COUNTY AND TRANSIT AUTHORITY.)

Qualified municipal corporations and townships (R.C.
5739.101-5739.105) are authorized to levy aresort area
tax at therateof 0.5 percent, 1.0 percent or 1.5 percent on
gross receipts from general sales or intrastate transpor-
tation primarily toandfromtheresort area. Threeeligible
jurisdictions currently impose the tax: Kelley's Island
(1.5%), village of Put-in-Bay (1.5%), and thetownship of
Put-in-Bay (1.5%). The Tax Commissioner administers
thistax.

HISTORY OF MAJOR CHANGES
1934 + Enacted asalestax at a 3% rate effective January 1,

1935

1935 « Enacted ausetax at a 3% rate effective January 1,

1936.

1936 + Food for human consumption off the premises ex-

empted.

1962 + Use of salestax stamps discontinued.

1967 + Rateincreased to 4%. Cigarettes and beer made tax-

able.

1971  Cigarettesexempted.

1981 « Rateincreased to 5%,; cigarettes, repairs, and other

sel ected services made taxable. Credit established
for trade-ins on new motor vehicles.

1983 « Business data processing services made taxable.

1987 « Purchases made with food stamps exempted.

* Longdistancetel ecommunicationsservicemadetax-
able.

1989 « Investment coin and bullion purchases exempted.
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SALES AND USE TAX - STATE

HISTORY OF MAJOR CHANGES (con't.)

1990 -

Credit established for trade-inson new or used water-
craft.

Tangiblepersonal property primarily usedinmanufac-
turing operationsexempted (replaced manufacturers’
direct useexemption).

Lawn care, landscaping, private investigation, and
security services made taxable.

Building cleaning and maintenance, exterminating,
employment agency, and personnel supply services
madetaxable.

Physical fitness facilities and recreation and sports
club membershipsmadetaxable.

Vendor discount decreasedfrom 1.5%1t0 0.75% of tax
collections.

Tax exemptionfor property usedinmakingretail sales
definedmorenarrowly.

Property andthird party labor usedtofulfill awarranty
or service contract made taxable.

Tax exemptionfor food serviceoperatorsdefinedmore
narrowly.

Tax exemptionfor qualified property usedinresearch
and development established.

Tax exemption providedfor non-profit scientificorga
nizations established.

Qualified municipal corporations and townships au-
thorized to levy aresort areatax.

Tax exemptionfor property and third party |abor used
to fulfill awarranty or service contract reinstated.
Tax exemptionprovidedfor equipment usedto handle
tangible personal property temporarily stored in cer-
tain types of warehouses before being sent out of
state.

Tax exemption provided for reciprocity of purchases
between Ohio and other states.

Tax exemption provided for purchases by organiza-
tionsdefined under Internal Revenue Code501(c)(3).
Tax exemptionprovidedfor purchasesof buildingand
construction materialsto be incorporated into a hor-
ticulture or livestock structure.
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SALES AND USE TAX - STATE

HISTORY OF MAJOR CHANGES (con't.)

199

91

Clarified that levying of state salestax on sports and
recreation club servicesdoesnot prevent amunicipal -
ity from levying admissionstax on same entities.

Motor vehicle dealersallowed to takethe 0.75% dis-
count up front when paying sales and use taxes to
clerksof court.

Poundagefeegiventothe clerk of courtsfor receiving
and distributing sales tax from motor vehicle sales
increasedto 1.01%.

Tax exemption provided on sales and repairs to rail
rolling stock used in interstate or international com-
merce.

Tax exemption provided on salesof personal comput-
ersand qualified equipment to licensed and certified
teachers.

Tax exemption provided on some purchases made by
service providerswho permanently transfer personal
property to consumersin conjunction with providing
taxableservices.

The sales of used manufactured and mobile homesin
Ohio made on or after January 1, 2000 are not subject
tothe salesand usetax. Also, for the purposes of the
salesand usetax, sal eof anew manufactured or mobile
home on or after January 1, 2000 is not considered a
motor vehiclesale.

Pre-paid authorization numbers used to make phone
callsor pre-paid calling cardsmade subj ect to sal estax
at thepoint of sale. Telephoneservicespaidfor using
pre-paid authorization numbers or pre-paid calling
cards are not subject to sales tax.

Usetax exemption providedfor sellersof prescription
drugs for drug samples distributed free of charge to
doctors, dentists, and certain other medical practitio-
ners, effectiveJuly 1, 2001.

Various changes to sales tax law made to accommo-
date electric utility deregulation. Effective date for
these changesis October 5, 1999.

SALES AND USE TAX - STATE

HISTORY OF MAJOR CHANGES (con't.)

2000

Exemptionaddedfor labeling andlabeling equipment
for packaging and packaging equipment.

Changed the definition of exempted casua sales to
include items that had been subjected to the taxing
jurisdiction of another state.

Treatment of charitablenon-profit organizationsclari-
fied.

Exemption for certain types of energy systems pur-
chased between August 14, 1979to December 31, 1983
(asit nolonger applied) repealed.

Liquor permit holders required to have the liquor
license in the same name that is on the vendor's
license.

Thelimitedvendor'slicenseeliminated. Thetransient
vendor's license to include those vendors that previ-
ously were required to obtain the limited vendor's
license.

Reduced the transient vendor'slicensefee from $100
t0$25.

All vendor'slicenserenewal feeseliminated.

Tax Commissioner given the authority to discuss
streamlining the salestax with other states.

Excluded coin-operated tel ephone services from the
definition of taxabl etel ecommunications services.
Revenue distribution to both local government funds
temporarily changed.

Effective January 1, 2002, certain duties of the Trea-
surer of State transferred to the Tax Commissioner.
Exemption of fire protection and emergency vehicles
and equipment expanded.

Thesalesand usetax on certainleased motor vehicles,
watercraft, aircraft, and on the lease of tangible per-
sonal property by businessesrequired to be paid upon
consummation of the lease.
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SALES AND USE TAX - STATE

COMPARISON WITH OTHER STATES

(AS OF 10/01)
MaximumRateln

State Locd Effect Including

State TaxRate TaxRate Local Rate
Cdifornia 5.75% 2.50% 8.25%
Forida 6.00 150 750
llinois 6.25 275 9.00
Indiana 500 0.00 500
Kentucky 6.00 000 6.00

M assachusetts 500 0.00 500
Michigan 6.00 000 6.00
New Jersey 6.00 0.00 6.00
NewY ork 4.00 450 850
Ohio 5.00 2.00 7.00
Pennsylvania 6.00 100 700
Texas 6.25 200 825
WestVirginia 6.00 000 6.00

* Highest local rate currently in effect in the state.
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SEVERANCE TAX

TAXBASE
Thetax is levied on the weight or volume of certain natural
resources extracted from the soil or water of Ohio.

RATES
Resource TaxRate
Cod 9 cents per ton*
Sat 4 cents per ton
Dolomite, Gravel, 2 cents per ton

Sand and Limestone

ail 10 cents per barrel
Natural Gas 2.5 cents per
1,000cubicfeet
Clay, Sandstone, Shale 1 cent per ton
Conglomerate, Gypsum
and Quartzite

* |ncludes a temporary one cent per ton tax on coal (See
SPECIAL PROVISIONS/CREDITS.)

MAJOR EXEMPTIONS
Natural resources with a market value not exceeding $1,000
annually, when used in the owner’ shomestead or for improve-
ment thereon, if the homestead islocated onthe same property
from which themineralswere severed.

REVENUE (IN MILLIONS)

Fiscal

Year Total
1998 $0.1
1999 88
2000 83
2001 80
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SEVERANCE TAX

DISPOSITION OF REVENUE
Fractional amounts of the severance tax are allocated to the
followingfunds:
Oil and GasWell Fund
Unreclaimed LandsFund
Coal Mining Administration and Reclamation Reserve Fund
Reclamation Supplemental ForfeitureFund
Geological Mapping Fund
Surface Mining Administrative Fund

SECTIONS OF OHIO REVISED CODE
Chapter 5749.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Holder of severance permit.

PAYMENT DATES
May 15, August 14, November 14, February 14, for quarterly
periodsendinglast day of March, June, September, and Decem-
ber, respectively. February 14for annual period ending Decem-
ber 31.

SPECIAL PROVISIONS / CREDITS
The Department of Natural Resources may impose a one-
cent-per-ton tax on coal if the balance of the Reclamation
Supplemental Forfeiture Fund plustransferstothefund and
current revenue for the fund are not sufficient to reclaim
lands.

HISTORY OF MAJOR CHANGES
1972 « Taxbecameeffective.

1983 « Tax ratesincreased on oil and natural gas.

1985 « Rateon coal temporarily increased by two cents per
ton for the Defaulted Areas Fund.
» Rate on coal permanently increased by three cents.

1989 « Rate on limestone, dolomite, sand, and gravel in-
creased by one cent per ton.
» Tax of one cent per ton on clay, sandstone, shale,
conglomerate, gypsum, and quartzite became effec-
tive,
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SEVERANCE TAX

HISTORY OF MAJOR CHANGES (con't)

1999 .

Changed the distribution of the oil and natural gas
taxesto 90%tothe Oil and GasWell Fund and 10%to
the General Mapping Fund. Changed one of the
temporary one cent tax levies on coal to permanent.

Created the Division of Mineral Resources Manage-
ment in the Department of Natural Resources by
combining the Division of Mines and Reclamation
with the Division of Oil and Gas.

Madefiscal changestothe Reclamation Supplemental
Forfeiture Fund, the Surface Mining Administrative
Fund, and the Coal Mining Administration and Rec-
lamation Reserve Fund.

COMPARISON WITH OTHER STATES

(AS OF 12/01)
State/Resource Rate
California

Qil and Gas A uniformrateisdeterminedannually
by the Department of Conservation
based onthepreviousyear’ sproduc-
tion. Currentrateis3.48447 centsper
barrel of oil or 10,000 cubic feet of
natural gas.

Florida

Qil 5% of gross value for small well oil
andtertiary oil; 8% of grossvaluefor
all other oil; escapedoil, 12.5% addi-
tional.

Gas 23.5 cents per Mcf of gas pro-
duced and sold or used by a pro-
ducer.

Sulfur $2.73 per long ton.

Indiana
Oil and Gas 1% of value.
Illinois
Timber 4% of purchase price.
Kentucky
Qil 4.5% of market value.
Coal and Other

Natural Resources
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4.5% of grossvalue.

SEVERANCE TAX

COMPARISON WITH OTHER STATES (con't.)

(AS OF 12/01)

State/Resource

Michigan
Qil

Gas

Ohio

Cod
Salt

Limestone, Dolomite,

Sand, & Grave
Clay, Sandstone,

Shale, Conglomer ate,
Gypsum, & Quartzite

Oil
Natural Gas

Texas
Gas
Qi

Sulfur

West Virginia
(grossreceiptstax)
Cod
Limestone
Sandstone
Qi
Natural Gas
Other Minerals
Timbers
Coal Refuse

Rate

6.6% of market value; 4%gross
cashvaluefor stripperwell crude
ail.

5% of market value, plus an
additional feenot to exceed 1%
of total market value.

9centsper ton.
4 centsper ton.
2centsper ton.

1cent per ton.

10centsper barrel.
2.5centsper 1,000cubicfeet.

7.5% of market value.

4.6% of market value or 4.6
cents per 42 gallon barrel,
whicheverismore.

$1.03 per long ton.

5% of grossvalue.
5% of grossvalue.
5% of grossvalue.
5% of grossvalue.
5% of grossvalue.
5% of market value.
3.22%

25%

M assachusetts, New Jer sey, New Y ork, and Pennsylva-
nia do not have severance taxes.
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ADMISSIONS TAX

TAXBASE
Although there is no state tax on admissions, a number of
municipalities levy atax on admissions to theaters, sporting
events, and other places of amusement.

RATES
Admissionstax ratesvary among municipalities. However,
most ratesare 3% or less. In 1999, 57 municipalitieslevied an
admissionstax.

MAJOR EXEMPTIONS
Admissions to events sponsored by the state or other public
institutions.

REVENUE (IN MILLIONS)

Calendar
Year Total
1997 $179
1998 172
1999 183
2000 230

DISPOSITION OF REVENUE
All revenue collections are kept by the municipality.

SECTIONS OF THE REVISED CODE
Section715.013.

RESPONSIBILITY FOR ADMINISTRATION
Asdetermined by legidlative authority of amunicipality.

REMITTER OF TAX
Operatorsof movietheaters, themeparks, professional sporting
events and other activities for which there is an admissions
charge.

FILING PROCEDURES

For further information concerning admissions taxes, contact
the city or villagein which the activity islocated.

ADMISSIONS TAX

COMPARISON WITH OTHER STATES
Most states tax admissions under their sales tax.

California

Florida

Illinois

Indiana

Kentucky

M assachusetts

Michigan

New Jer sey

NewYork

Ohio

No special admissionstax, and admissions
areexempt fromsalestax. However, opera-
tors of stadiums within the city and county
of San Francisco are subject to atax of 50
cents per ticket. Ticketssold for $12.99 or
lessareexempt.

Subject to salestax only.

Admissions tax varies among municipali-
ties, highest rate currently in effect is 8%.

Certaincountiesmay authorizethetax. Tax
rates and base varies. Municipalities may
levy a5% tax on certain admissions.

Admissions subject to sales tax and coun-
ties may levy a 10% surcharge on certain
multi-purpose arena admissions.

No special admissionstax, and admissions
are exempt from sales tax. Special tax on
baseball tickets in Boston. Rate is 5% of
price, 15% onluxury box rental.

No special admissionstax, and admissions
areexempt from salestax.

Admissions are subject to the salestax and
to various local admissions taxes.

Admissions subject to salestax only.

Admissionstaxesvary amongmunicipali-
ties. However, most ratesare 3% or less.
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ADMISSIONS TAX

COMPARISON WITH OTHER STATES (con't.)
Pennsylvania Admissionstaxesvary amongmunicipdities.
Maximumrate is 10% of admissionsprice.

Texas Admissions are subject to sales tax and
muni i palitiesmay levy anadmissionstax of
up to 2%.

West Virginia Admissions are subject to salestax only.
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ALCOHOLIC BEVERAGE
TAXES - COUNTY

TAXBASE
Beer, wine, mixed beverages, andliquor.

RATES
Beer Up to 16 cents per gallon.
Wine and Mixed Beverages Up to 32 cents per gallon.
AppleCider* 24 centsper gallon.
Liquor Upto $3.00 per gallon.

CuyahogaCounty iscurrently levying eachtax at themaximum

rate.

*  Alcoholic content over 1/2%.
MAJOR EXEMPTIONS

Sacramentd wine.

Saestothefedera government.

REVENUE (IN MILLIONS)

Fiscal Wine and Admin.

Year Bex MixedBeverages Liquor Fund Total
1998 %51 $09 $46 0.1 $10.7
1999 48 09 44 01 102
2000 53 09 43 01 106
2001 48 09 46 01 104

DISPOSITION OF REVENUE

Ninety-eight percent to the county or development corpora-

tion to operate or service the debt of a sports facility.

Two percent to the Department of Taxation for the admin-

istration of the tax.

SECTIONS OF THE REVISED CODE
Sections307.696, 307.697,4301.102, and 4301.421.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner (beer, wineand mixed beverages).

Ohio Department of Commerce, Division of Liquor Control

(liquor).

REMITTER OF TAX
(See STATE ALCOHOLIC BEVERAGES TAXES.)
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ALCOHOLIC BEVERAGE

TAXES - COUNTY

PAYMENT DATES
(See STATE ALCOHOLIC BEVERAGES TAXES.)

SPECIAL PROVISIONS / CREDITS
Two and one-half percent discount for timely payment of

beer, wine and mixed beverages taxes.

HISTORY OF MAJOR CHANGES

1986 « County sportsfacility liquor tax authorized.

1990 « County sportsfacility beer, wine, and mixed beverage
tax authorized. County sports facility liquor tax
amended.

 Voters of Cuyahoga County enacted county tax on
beer, wine, and liquor at the maximum rate to run
through July 31, 2004.

1995 « Countiespermittedtoenact a coholicbeveragestaxes
to be effective after acurrent levy expires.
» County convention facility authority authorized to
propose atax with voter approval.
» Tax on apple cider reduced.
* Votersof Cuyahogacounty extended thetaxesfor ten
years.

COMPARISON WITH OTHER STATES

(AS OF 12/01)
Illinois
Cook County:
Beer 6 cents per gal.
Wine lessthan 14% 16 centsper gal.
Wine 14% or more 30 cents per gal.
Spirits $2.00 per gal.
Chicago (in addition to Cook County tax):
Beer 16 centsper gal.
Liguor lessthan 14% 20 centsper gal.
Liguor between 14% and 20% 50 cents per gal.
Liquor over 20% $1.50pergal.
NewYork
New Y ork City:
Beer 12 centsper gal.
Liquor 26.4 centsper liter.



ALCOHOLIC BEVERAGE

TAXES - COUNTY
COMPARISON WITH OTHER STATES (con't.)

(AS OF 12/01)
Ohio
CuyahogaCounty:

Beer 16 centsper gal.
Wineand Mixed Bev. 32 centsper gal.
AppleCider 24 centsper gal.
Liquor $3.00 per gal.

California, Indiana, K entucky, M assachusetts, Michigan, New
Jersey, Pennsylvania, Texas, and West Virginiado not havea
local tax on alcoholic beverages.
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CIGARETTE TAX - COUNTY

TAXBASE
Cigarettes.

RATE
Up to 0.225 cent per cigarette (4.5 cents per package of 20
cigarettes).

CuyahogaCounty iscurrently levying thistax at themaximum
rate.

REVENUE (IN MILLIONS)

Fiscal Adm.

Yex Revenue Fund Total
1993 %4 $0.1 $5
199 53 01 54
2000 49 01 50
2001 49 01 50

DISPOSITION OF REVENUE
Ninety-eight percent to the county or development corpora-
tion to operate or service the debt of a sports facility.

Two percent totheDepartment of Taxationfor theadministra-
tion of the tax.

SECTIONS OF OHIO REVISED CODE
Sections307.696, 307.697,and 5743.024.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
(See STATE CIGARETTE TAX.)

HISTORY OF MAJOR CHANGES
1986 « County sportsfacility cigarette tax authorized.

1990 - Votersof CuyahogaCounty enacted atax at arate of
4.5 centsper package of 20 cigarettesto runthrough
July 31,2005.

1995 - Countiespermitted to enact cigarettetax to beeffec-
tive after acurrent levy expires.
» Tax may be levied by a county convention facility
authority.
 Votersof CuyahogaCounty extended thetax for ten
years. TaxisduetoexpireJuly 31, 2015.

CIGARETTE TAX - COUNTY

COMPARISON WITH OTHER STATES
(AS OF 12/01)
Illinois
Chicago® 34 cents per package
New Jersey
Atlantic City 3 cents per package
NewY ork
New Y ork City 8 cents per package
Ohio
CuyahogaCounty 4.5 centsper package

(@ Tax includes Cook County levy of 18 cents.
Cdlifornia, Indiana, Kentucky, M assachusetts, Michigan, Penn-

sylvania, Texas, and West Virginia do not have a local tax on
cigarettes.



INDIVIDUAL INCOME TAX -
SCHOOL DISTRICT
TAXBASE
A resident tax on the amount reported as Ohio adjusted gross

incomeless $1,150 per exemption for 2001. (The exemption
amount isindexed for inflation.)

RATES
Multiplesof 0.25%. Theratemust beapproved by avoteof the
school district residents beforeimplementation. Current rates
range from 0.5% to 2.0% in 121 districts that have a school
districtincometax ineffectin 2001.

REVENUE (IN MILLIONS)

Fiscal Adm.

Yex Revenue® Fund® Total
1998 $115.7 $1.8 $1175
1999 1354 21 1375
2000 141.6 23 1439
2001 152.7 24 1551

@ For subsequent distribution to school districts.
@ Money is deposited into the Administration Fund before refunds are

made.

DISPOSITION OF REVENUE
The Tax Commissioner returns all revenue collected to the
school district, less1.5% retained for administrative purposes.

SECTIONS OF OHIO REVISED CODE
Chapters5747and5748.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
Every individual and every estateresiding in aschool district
that levies the tax.

PAYMENT DATES
Sameasstateincometax and statewithhol dingtax, exceptlarger
withholdersremit monthly, rather thanonapartial weekly basis.
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INDIVIDUAL INCOME TAX -
SCHOOL DISTRICT
SPECIAL PROVISIONS / CREDITS
Senior citizencredit - ataxpayer 65 yearsof ageor older during
the taxable year receives a $50 credit against the amount of

school districtincometax due. Only onecreditisallowed for
each return.

HISTORY OF MAJOR CHANGES
1979 « General Assembly granted school districts authority
tolevy an incometax solely for repaying astateloan
(no school district ever used this authority).

1981 e« Current law enacted.

1983 « Certainprovisionsof thelaw wererepeal ed sothat no
additional school districts could enact the tax. Any
school district enacting thetax prior to August 3, 1983
could continue to levy thetax (six did so).

1989 « General Assembly reinstated provisions of the law
allowing additional school districtsto levy thetax.
 $50senior citizencreditallowed.

1991 « Income taxes permitted for afinite period of timein
addition to continuing.
» Taxationof stateretirementincomeclarified.

1992 « Permitted anincometax levy and property tax reduc-
tion on asingle ballot issue.

1995 « Personal exemptionincreasedto$750per taxpayer and
spouseand $850 per dependent for 1996; theseamounts
goto $850 and $1,050, respectively,in1997.

1996 « Personal exemption for taxpayer and spouseraisedto
$950in 1998 and $1,050in1999.

1997 « Personal exemptionindexedforinflationbeginningin
2000.



INDIVIDUAL INCOME TAX -
SCHOOL DISTRICT
COMPARISON WITH OTHER STATES
Kentucky
Local school boards may levy an occupational licensetax on
compensation of individual sor on net profitsof business. The
rateisupto 0.5%; in countieswith over 300,000 population, it
canbe0.75%. L ocal school boardsmay al solevy anexcisetax

not toexceed 20% of acounty resident'sstateindividual income
taxliability.

Michigan
School districtsareauthorizedtoimposea" piggyback” tax on
the city incometax, but no such tax is currently levied.

Ohio
School districts may impose atax levied in multiples of a
guarter of one percent on Ohio adjusted grossincome of
residents.

Pennsylvania
Pittsburgh
ThePittsburgh School Districtleviesanincometax at 1.875%
onearnedincomeand net profits. Nonresidentsarenot taxed.

Philadel phia
ThePhiladel phiaSchool Districtleviesan"investmentincome
tax" of 4.5385% for fiscal year 2001. The tax increasesto
4.5635% in fiscal year 2002. It is a resident-only tax on
unearnedincomesuchasprofitsfromsaleof real property and
tangible or intangible personal property, including income
from trusts or estates.

California, Florida, Illinois, Indiana, M assachusetts, New Jer -
sey, New York, Texas,andWest Virginiado not haveaschool
districtincometax.




LODGING TAX

TAXBASE
All transactions by which lodging in ahotel, motel, rooming
house, and other lodging accommodations are furnished to
transient guests.

RATES

Themaximum combined tax rate permittedinmost | ocations
is 6 percent. However, due to the enactment of special
lodging taxesin some counties, the maxi mum combined tax
rate sometimesexceeds6 percent. Thesecountiesandtheir
maximum combined tax ratesasof December 31, 2000 are;
Cuyahoga(7.5%), Fairfield (7.5%), Franklin (10%), Guern-
sey (9%), Lucas (8%), Muskingum (8%), Richland (9.5%)
and Summit (7.5%).

Counties:
Under a1980 law, counties may enact atax of upto 3%to be
levied only in those municipalities or townshipswhich have
not already enacted atax authorized by the 1980 law. Asof
December 31, 2000, 57 countieslevied alodging tax.

In addition, various special county lodging taxes have been
authorized under state law. Most of these special county
lodging taxes could only be adopted by a board of county
commissioners during alimited time period. Furthermore,
revenue produced from these county taxes could be used
only for specified purposes (not for the general fund). Four
counties currently have a special lodging tax: Cuyahoga,
Fairfield, Lucas, and Summit.

Municipalitiesand T ownships:

Under a1967 law, municipalitiesand townshipsare permit-
tedto enact alodging tax of upto 3%. Under alaw enacted
in 1980, municipalities and townshipsmay also levy up to
an additional 3% lodging tax. Therefore, municipal and
township lodging taxes have a maximum 6% rate. As of
December 31, 2000, 131 municipalities and 96 townships
levied alodging tax.

LODGING TAX

RATES (con't.)

County Convention Facility Authorities(CFA):
CFA'swerepermittedto enact an additional |odging tax of up
to 4% only during adesignated six-month period of calendar
year 1988 for financing anew conventionor sportscenter. An
additional 0.9%ratewasallowedtobeimposed aslongasthis
tax and the municipal or township tax authorized by the 1967
law did not exceed 3%. TheFranklin County CFA tax enacted
a4.9%tax inthe City of Columbusand a4.0%tax in areas of
Franklin County outsideof Columbus. Inaddition, theGuern-
sey County CFA enacted a 3% tax and the Muskingum
County CFA enacted a 4% tax.

REVENUE (IN MILLIONS)

Cadendar
Yex Total*
1997 $795
1998 86.7
1999 R5
2000 438

* As reported by counties, townships and municipalities responding to
a Department of Taxation survey.

DISPOSITION OF REVENUE
Under thelodgingtax authorizedin 1967, all revenuecollections
are deposited in the general revenue fund of the municipality
or township.

Under thel odging tax authorizedin 1980, countiesarerequired
to return to municipalities and townships that do not levy any
hotel/motel tax a uniform percentage (not to exceed 33-1/3%)
of revenue generated within the municipality and township.
The remainder of the revenue is to be deposited in a separate
fund to be used for county convention and visitors' bureau
expenses.

Municipalities and townships are required to allocate at |east
one-half of therevenuesfrom alodging tax authorized in 1980
for conventionandvisitors’ bureauslocated withinthecounty.
Remaining revenues areretained by the municipality or town-
ship and deposited into the local general revenue fund.



LODGING TAX

DISPOSITION OF REVENUE (con't.)
All revenue from a CFA lodging tax levy isfor constructing,
equipping and operating a convention or sports center. Rev-
enue from a specia county lodging tax is to be used for the
purpose designated for that tax levy in state law.

SECTIONS OF THE OHIO REVISED CODE
Sections 307.695, 351.021, 505.56, 505.57, 5739.02(C), and
5730.024.

RESPONSIBILITY FOR ADMINISTRATION
County commissioners, township trustees, legislative author-
ity of amunicipality, and/or convention facilities authority.

REMITTER OF TAX
Operators of hotels, motel's, rooming houses, and other facili-
ties providing lodging accommodations for transient guests.

PAYMENT DATES
Monthly or quarterly.

SPECIAL PROVISIONS / CREDITS
Countiesare authorized to enact alodging tax of up to 3%, but
if amunicipality or townshipwithinthecounty aready hasthe
tax authorized by the 19801aw, thoseareasarenot subject tothe
county tax.

HISTORY OF MAJOR CHANGES
1967 + Municipalitiesand townshipswere permitted to levy
alodging tax of up to 3%.

1980 + Countiespermitted tolevy alodging tax of upto 3%,
exceptwhereamunicipality or townshiplocatedwholly
or partly withinthecounty already hasthetax; munici-
palities and townships were authorized to enact an
additional tax of up to 3% if the county tax isnot in
effect.

LODGING TAX

HISTORY OF MAJOR CHANGES (con't.)

1985 « BetweenJuly 15,1985 and October 15, 1985 counties
werepermittedtolevy upto anadditional 3%lodging
tax for convention center construction (L ucasCounty
enacted such atax).

1988 « Between June 29, 1988 and December 31, 1988, a
convention facilities authority was permitted to levy
uptoanadditional 4%Iodgingtax for financinganew
convention or sports center (Franklin County CFA
enacted a 4% tax, and the Guernsey County CFA
enacted a 3% tax).

» Additionally, a convention facilities authority was
permitted to enact an additional tax of up to 0.9% for
the same purpose asabove, but thistax plusamunici-
pal or township tax under theoriginal 1967 law could
not exceed 3%. Any municipality or township that
already had atax under theoriginal law hadto agreeto
thisadditional tax (Franklin County CFA andtheCity
of Columbus joined together to approve thistax.)

1992 « BetweenDecember 22,1992 andMarch21, 1993 coun-
tieswerepermittedtolevy anadditional 1.5%]lodging
tax for financing a port authority educational or cul-
tural facility (Cuyahoga County enacted such atax).

1993 « BetweenJune30, 1993 and September 30, 1993, coun-
tieswereauthorizedtoenact anadditional 1.5%tax for
the acquisition, construction, and equipping of a
municipal educational and cultural facility (Summit
County and Fairfield County enacted such atax).

1994 « Arevisionof the1980Iaw authorized countiestoenact
alodging tax of up to 3% inthose areas of the county
whereamunicipal or townshiptax had not beenlevied
under the 1980l aw.

1997 « A board of county commissioners was permitted to
impose an additional tax up to 2%, with the revenue
designated for the county convention and visitors
bureau.



LODGING TAX

HISTORY OF MAJOR CHANGES (CON'T.)

1999 « BetweenMarch 18,1999 and May 2, 1999 aboard of
county commissioners was permitted to impose an
additional tax of upto4%withall revenuegoingtothe
convention facilities authority for a new convention
facility. (Richland County imposed this tax but re-
pealeditin2001.)

2001 - By resolution enacted between January 4, 2001 and
July 3,2001, aboard of county commissionerslevying
themunicipal educational and cultural facility lodging
tax could instead use the tax levy proceeds on a port
authority educational and cultural performing arts
facility (oncethetaxisnolonger neededforitsoriginal
purpose).

* A board of county commissioners, board of township
trustees, or legislativeauthority of amunicipal corpo-
ration permitted to adopt aresol ution specifying that,
for lodging tax purposes, a"hotel" may includethose
establishmentswithfewer thanfiveroomsfor accom-
modation of guests.

* Lodging tax regul ations permitted to prescribeapen-
alty and/or interest for late payments.

COMPARISON WITH OTHER STATES
California
Cities and counties are authorized to levy atax on the
privilegeof occupyingaroominahotel, inn, motel, or other
lodging (including campsites). When levied by a county,
only applicableto the unincorporated areas of the county.

Florida
Counties are authorized to enact an array of taxes on
lodging: TourismDevelopment Taxes, Touristmpact Tax,
and Convention Devel opment Taxes. Themaximumrateis
6 percent.

Illinois
Ingeneral, municipalitiesand countiescanimposeatax of
up to 5% of gross rental receipts. The City of Chicago,
however, can impose a 7.5% tax under these separate
levies: 2.5% under the Metropolitan Pier and Exposition
Authority Hotel Tax, 3% under theOccupancy Tax, and 2%
under the Sports Facilities Tax.
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LODGING TAX

COMPARISON WITH OTHER STATES (con't.)
Indiana
Countiesareabletoimposeatax onlodgingwithamaximum
rate of 5%. Thirty-one countieslevy thistax.

Kentucky
Municipalities and countieswith a Tourist and Convention
Commissionmay enact atax of upto4%. Countiesthat have
established multi-county Tourist and Convention
Commission may imposean additional tax of 1%. Anurban
county government’ stransient room tax cannot exceed 7%.
All otherlocalitiescan, generally,imposethetax at 1% or 2%.

M assachusetts
The state imposes a tax of 5.7%, while localities have the
option of imposing an additional tax of up to 4%.

Michigan
Countiesmay imposeatax upto5%; Conventionand Tourism
bureauscan enact atax of upto 2% or 4%; special provisions
apply regarding population. With voter approval,
municipalities may enact atax up to 1%.

A Convention Facility Development Tax with arate of 1.5%
to 6% isimposed on accommodations.

New Jer sey
Municipalities where an international airport terminal is
located may enact atax up to 6%. Municipalities may also
establish Tourism Devel opment tax districtsand enact atax
not to exceed 2%; limitations apply.

NewYork
Threespecificlocationshaveratesof 7%: L ockport, Niagara
County and NiagaraFalls City. New York City’srateis5%
plusan additional tax of $0.50t0 $2.00 based on daily rental
rate.
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LODGING TAX

COMPARISON WITH OTHER STATES (con't.)
Ohio
Municipality or Township - not to exceed a cumulative
maximum of 6.0% provided county hasnot enacted tax.

County-ingeneral nottoexceed 3%. May not levy atax
ifamunicipality or township already leviesthetaxunder the
1980 law. Several counties have also enacted special
pur posetaxes.

Convention FacilitiesAuthority - not toexceed 4% and an
additional taxnot toexceed 0.9% . (T heauthor ity could only
levy thetax between June29, 1988and December 31,1988.)

Pennsylvania
Counties that meet certain requirements authorized to im-
pose atax with arate ranging from 2% to 7%,; limitations
apply. The City of Philadelphia currently has a 5% room
rentalstax, al%]ocal hotel occupancy tax, and a1%tourism
and marketing tax on hotel rooms.

Texas
Staterateis6%. The maximum county rateis7%.

A municipality may imposeatax upto 7%; thismaximumis
raisedto 9%for acity that hascreated acapital improvement
plantoexpandanexisting conventionfacility. A municipaity
may al so adopt asportsor community venuetax of upto 2%
toestablishor renovateasportsor community venueproject.

West Virginia

Cities and counties are able to impose the tax up to 3% of
rent charged.




MANUFACTURED HOME TAX

TAXBASE

If sitused in Ohio prior to January 1, 2000, the assessed val ue of
amanufactured or mobilehomeis40% of theamount derived by
multiplying the greater of either the home’ scost or market value
at thetime of purchase by adepreciati on percentage (from one of
two alternative schedules).

If ahomeisfirst sitused in Ohio or hasownership transferred on
or after January 1, 2000, itisassessed at 35%of truevalue(likereal
property). This also applies to homes located in Ohio before
January 1, 2000, if theowner makesan el ection to havethehome
taxed likereal property.

Manufactured or mobile homes used in a business are taxed as
tangible personal property.

RATES
The rate consists of the total of local voted tax levies on red
property. The minimumamount of tax is$36 per year for homes
taxed under the depreciation schedul es, unlessthe home quali-
fies for the homestead exemption, in which case no minimum
exigts.

MAJOR EXEMPTIONS
A manufactured or mobile homeisnot subject to thistax when:

It istaxable as tangible personal property;

Itisatravel trailer (not exceeding 35feetinlength) or apark
trailer meeting certain conditions;

Itislicensedinanother state, unlessitislocatedin Ohiofor
more than 30 daysin any calendar year;

It istaxed asreal property;

Itisexempt fromtaxationunder Chapter 5709 of theRevised
Code.

SPECIAL PROVISIONS / CREDITS

Homestead exemption is granted to qualified elderly and dis-
abled homeowners. (See PROPERTY TAX - REAL.)
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MANUFACTURED HOME TAX

REVENUE (IN MILLIONS)

Calendar Taxes
Yexr Levied
1998 $329
1999 364
2000 3H1
2001 3038

DISPOSITION OF REVENUE
Revenue is distributed to the taxing subdivisions of each
county inthesamemanner asother real estateand public utility
taxes are distributed. However, 4% goesto the county auditor
and 2% goes to the county treasurer as reimbursement for
administrative costs.

SECTIONS OF OHIO REVISED CODE
Sections4501.01, 4503.06 - 0611, and 4503.99.

RESPONSIBILITY FOR ADMINISTRATION
County Auditor, County Treasurer, and Tax Commissioner.

REMITTER OF TAX
All manufactured or mobile home owners not specifically ex-
empt.

PAYMENT DATES
If themanufactured or mobilehomeislocatedinthestateon
January 1, one-half of the tax is due by March 1, and the
balanceisdueby July 31. If thehomeisnotlocatedin Ohio
on January 1, then no tax is due for that year.

Extensionsareautomatically granted to countiesfor 30 days
because of certain delaysaffecting property tax administra-
tion. The tax commissioner may grant further extensions
upon application by acounty treasurer alone or by acounty
auditor and county treasurer together. An approved appli-
cation extends the due date for the payment and collection
of taxes.
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MANUFACTURED HOME TAX

HISTORY OF MAJOR CHANGES

1925 »

1963 »
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Tax enacted.

Distinction drawn between taxes|evied on furnished
and unfurnished trailers.

Depreciation schedul e allowances increased.

Collectionof taxesowed required prior toatransfer of
acertificateof title.

“Housetrailers’ renamed “ manufactured homes.”

Homestead exemptionfor certain manufactured home
ownersenacted, effectivetax year 1988.

Thelimit of eachhomestead exemptionincomebracket
increased by $4,300 beginning intax year 1996.

Used manufactured and mobile homes subjected to
transfer fees and taxes beginning January 1, 2000.

A board of county commissionerspermitted to reduce
transfer tax rates for manufactured or mobile home
owners who receive the homestead exemption.
Income bracketsincreased for the homestead exemp-
tion.

Theincome brackets (tax year 2000) and the taxable
valuereductions(tax year 2002) will beindexedinfuture
tax years.

If amanufactured or mobilehomeisfirstlocatedin Ohio
or ownershipistransferredonor after January 1, 2000,
thehomemust betaxedlikereal property, whileremain-
ing on the manufactured hometax list, using the same
tax ratesand creditsappliedtoresidential real property.
Manufactured or mobilehomesthat arelocatedin Ohio
prior to January 1, 2000, to remain subject to deprecia-
tion method of taxation, unlesstheowner el ectstohave
thehometaxed likereal property.

Before moving a manufactured or mobile home, the
owner must obtain arel ocation noticefrom the county
auditor and pay the outstanding taxes charged against
the home.

MANUFACTURED HOME TAX

COMPARISON WITH OTHER STATES
Cadlifornia
Base: Mabilehomeson permanent foundationsaretaxed as
real property. Mobile homesnot on permanent foun-
dations are taxed as personal property.
Rate:  Total of local tax levies. Maximumamount of tax onresl
property cannot exceed 1% of full cash value.
Florida
Base: Taxedasreal property if permanently affixedto prop-
erty; the owner of the mobile home must also be the
owner or part owner of the land.
Rate:  Alllawful levies.

[llinois

Base: Assessed as real property at 33-1/3% of fair cash
value.

Rate:  Excludingthosecountieswithtwo millioninhabitants
or more, a privilege tax is charged based on square
footageand age of model; it rangesfrom 7.5¢ t0 15.0¢
per square foot.

Indiana

Base: Assessed at 100% effective February 28, 2001.

Rate. Thetotal statetax rateislimitedto 0.33¢ oneach $100
of valuation; this rate reduced from 1.0¢ effective
March1,2001. Incorporated areasarelimitedtoatotal
rate of 66.67¢ on each $100 of valuation, and all
unincorporated areas are limited to a total rate of
41.67¢ on each $100 of valuation; these rates were
reduced from$2.00and $1.25, respectively, effective
March1,2001.

Kentucky
Base: Classified asreal estateif on apermanent foundation.
Assessed at 100% fair cash value.
Rate. The total tax rate includes all lawful state and local
levies.

M assachusetts
Base: If locatedinalicensed manufactured home park, then
it isexempt fromreal property and assessed as motor
vehicleexcisetax; baseis90%of list priceforfirstyear,
depreciated to 10% for the fifth year and thereafter.
Rate:.  Twenty-fivedollars per $1,000 of assessed value.
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MANUFACTURED HOME TAX

COMPARISON WITH OTHER STATES (con't.)
Michigan
Base: Assessed at 50% of cash value.
Rate:  Tota of local tax levies; a state education tax isim-
posed at 6 millswhilethetotal cannot exceed 15 mills.

New Jer sey

Base: Whenaffixedtothelandviaapermanent foundationor
connected to utility systems, assessed asreal property
at a percentage of true value not lower than 20% or
higher than 100%. A manufactured homeinstalledin
a"'mobilehomepark" issubject toanannual municipal
service feeinstead of taxed as real property.

Rate:  Total of local tax levieswith limitationsimposed.

NewYork
Base: If attached to afoundation, assessed asreal property
at full market value; uniform percentagesof valuevary
by taxing units.
Rate:  Total of local tax levies.

Ohio

Basse Ifamanufactured or mobilehomeisfirst located
in Ohioor hasownership transferred on or after
January 1, 2000, it is assessed at 35% of true
value. Iflocatedin Ohioprior toJanuary 1, 2000,
it may be assessed at 35% of true value at the
discretion of thehomeowner otherwisethemanu-
factured homeor mobilehomeisassessed at 40%
of theamount derived by multiplyingthegr eater of
either thehome'scost or mar ket valueat thetime
of pur chaseby adepr eciation per centage(from one
of twoalter nativeschedules).

Rate.  Total of local voted tax levies; under thedeprecia-
tion assessment method theminimum tax is$36.

Pennsylvania
Base:  If permanently attachedtoland or connectedtoutility
systems, assessed at a percent of full market value at
aratio of 75% - 100% depending on location.
Rate:  Total of local tax levies.
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MANUFACTURED HOME TAX

COMPARISON WITH OTHER STATES (con't.)
Texas

Base: If theowner of thehomeandlandisthesame, thenthe
tax isassessed asreal property (full market value). If
theowner of thehomeandland aredifferent (property
leased/rented), the home is taxed as persona prop-
erty.

Rate:  Total of local tax levies.

West Virginia

Base: Ifthehomeisaffixedtoland, andtheowner of theland
is the same, and the owner also occupies the home,
thenitistaxed asresidential real property. If thehome
is occupied by the owner, but located on land not
owned by the owner, it istaxed as personal property.
All property is assessed at 60% of market value.

Rate:  Sumof county andmunicipal levies; theWest Virginia
legislature sets rate for county boards of education.
Maximum ratesrangefrom 5.0to 20.0 millsbased on
class of property.
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MUNICIPAL INCOME TAX

TAXBASE
Thetax isgenerally imposed on:
Wages, salaries, and other compensation earned by resi-
dentsof themunicipality and by non-residentsworkinginthe
municipality; and

Net profits of business (both incorporated and unincorpo-
rated) attributableto activitiesin the municipality or, if that
cannot be determined, net profits apportioned using equal
weighting of property, payroll, and salesinsidethemunicipal
corporation relative to those factors for the business every-
where.

RATES
Statelaw requiresaflat ratewithinamunicipality.

Rateisdetermined|ocally - maximumratewithout voter approval
is1%.

Rates presently vary from alow of 0.25%to ahighof 2.85%;
over half of theratesare at 1%.

MAJOR EXEMPTIONS
Statelaw requiresexemption of:

Military pay or allowances,

Incomeof religious, charitable, or educational institutionsto
the extent derived from tax-exempt property or activities;

Public utilities that are subject to the public utilities tax;
Interest and dividends.
Inaddition, municipalitiesgenerally exempt thefollowing:

Old-age pensions and disability benefits;
Capital gains and losses.

Personal exemptions are not granted.

REVENUE (IN MILLIONS)

Cdendar
Year Total
1997 $2,8075
1998 3,0094
1999 31788
2000 32792
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MUNICIPAL INCOME TAX

DISPOSITION OF REVENUE
Collectionsareplacedintothegeneral fund of themunicipality
imposing the tax, although some municipalities earmark por-
tionsof revenuefor capital improvements, bondretirement and
administration of thetax.

SECTIONS OF OHIO REVISED CODE
Chapter 718.

RESPONSIBILITY FOR ADMINISTRATION
Municipality imposing the tax or acentral collection agency
representing various municipalities.

The Tax Commissioner administers the tax with respect to
electric distribution companies.

REMITTER OF TAX
For most taxpayers, wagesand sal ariesare subject towithhol d-
ing by the employer who sends the payment monthly to the

municipality.

Taxpayerswho havetaxabl eincomeonwhichtax hasnot been
withheld must file quarterly declarations.

Businesseswhich havenet profitsearned withinthemunicipal -
ity.

PAYMENT DATES
Between January 1 and April 30, taxpayersgenerally fileannual
returns, reconcilingtax liability with amount remitted through
withholding and estimated payments.

Taxpayers making quarterly declarations file an annual esti-
mated return by April 30 of the current taxable year, and
quarterly paymentsare madeby April 30, July 31, October 31,
and January 31.

SPECIAL PROVISIONS / CREDITS
Partial or full credit canbegiventoresidentswho pay municipal
income taxes to a different municipality where they are em-
ployed.

Priorto2001, if aschool districtisat |east 95% coterminouswith
one or more municipalities, a municipal income tax can be
passed for whichtherevenueisshared with theschool district.
No new levies of thistype can be enacted.



MUNICIPAL INCOME TAX

HISTORY OF MAJOR CHANGES

1946

1957

1987

1992

2000
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* Toledo enacted first tax.

* General Assembly enacted Uniform Municipal In-
come Tax Law establishing statewide regulations.

* Municipality prohibitedfromimposing atax onintan-
gibleincome. Taxesalready ineffect permittedthrough
tax year 1988, unlessmade permanent by referendum.
Two municipalities used this option and continue to
tax intangibleincome.

* Municipalities authorized to grant job creation cre-
dits.

¢ Authorized that income taxes can be shared with a
school district.

* Municipalities authorized to exempt stock options.

* Effectivein2002, electricutilitiesmade subject totax.

* More uniform standards established.

* Beginningin 2001, anonresident workinginamunici-
pality not subjected to municipal income tax if the
nonresident workstwelveor fewer daysinthemunici-
pality. Thetwelveday ruledoesnot apply to profes-
sional athletes, entertainers, or their promoters.

* Beginning in 2003, a municipality that taxes pass-
through entities required to grant to resident taxpay-
ersacredit for taxes paid by apass-through entity to
another municipality if the pass-through entity does
not conduct business in the municipality where the
taxpayer resides.

¢ Tax Comissioner maderesponsiblefor administration
of tax asit appliesto electric companies.

* No new joint municipal/school district taxes permit-
ted.

MUNICIPAL INCOME TAX

COMPARISON WITH OTHER STATES
California

Los Angeles
A payroll expensetax of $33 per year isimposed upon every
person who is engaged in business for the first $4,000 of
payroll plus$8.25 per year for each additional $1,000.

San Francisco

A 1.5% tax isimposed on an employer's payroll expense.
Small businesses (tax liability not to exceed $2,500) are
exempt.

Both taxes are alternatives to the business tax. Taxpayers
pay the greater of the payroll expense tax or the business
grossreceiptstax for each locality.

Indiana
County Adjusted Gross Income Tax

Counties are authorized to levy a tax on resident
individuals at the rate of 0.5%, 0.75%, or 1%, and on
nonresidents at 0.25%. In addition, counties are autho-
rized to adopt a county adjusted grossincometax at the
rate of 1.1% or 1.3%, depending on population size. In
both cases, thetermisfor four years after which therate
dropsto 1.0%.

County Option Income Tax

Counties are authorized to impose a county option in-
cometax whichmay beleviedinitially at 0.2% onresident
county taxpayers and at a rate of 0.05% for all other
county taxpayers. Therate on resident county taxpayers
increases by 0.1% each July 1st, until the rate equals
0.6%. A county incometax council may increasetherate
from 0.6%to 1%in 0.1% annual increments. Theratefor
nonresident taxpayers is always one-fourth of the resi-
dent tax rate.

County Economic Devel opment Income Tax

Counties are authorized to impose a county economic
devel opment tax on residentsand nonresidentsemployed
in the county (excluding nonresidents that live in a
county with an economic development incometax). The
tax raterangesfrom 0.1% to amaximum of 0.5%.
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MUNICIPAL INCOME TAX

COMPARISON WITH OTHER STATES (con't.)
Indiana(con't)
Thetotal of acounty'seconomic development tax and the
adjusted gross income tax cannot exceed 1.25%; the
economic development tax combined with the county's
optionincometax cannot exceed 1%, except under special
circumstances when it could go to 1.25%.

Kentucky
L exington-Fayette Urban County Government:
Imposes a 2.25% tax on income for work or services
performed withintheurban county. Alsoimposed on net
profits of businesses and professions conducted within
the county.

Louisville and Jefferson County:

Anannual licensefeeimposed on wages earned by every
employee and net profits of all businesses at atotal rate
of 2.2% (1.25% for the City of Louisville or Jefferson
County, 0.2% for mass transit purposes; plus 0.75% for
public school boards in Jefferson County, including
Louisville). Nonresidentsexempt from additional school
board tax.

Michigan

Citiesmay impose atax at therate of 1% on residents, and
0.5% on nonresidents. EffectiveJuly 1, 1999 and each July
1 thereafter, Detroit’s 3% maximum city tax rate on resi-
dents is reduced by 0.1% until the rate reaches 2%. A
corresponding reduction for nonresidents also applies.
The rate for nonresidents cannot exceed one-half of the
rate for corporations or residents.

New Jer sey
Newark has a payroll tax imposed at the rate of 1% on all
employershavingapayroll of morethan $2,500 per calen-
dar quarter.

New Y ork
New Y ork City
The tax isimposed on resident individuals at graduated
ratesof 2.55%1t0 3.2%. Inaddition, resident individuals,
estates, and trustsare subject to asurcharge of 7% or 14%
depending on income level and filing status.
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MUNICIPAL INCOME TAX

COMPARISON WITH OTHER STATES (con't.)
New Y ork (con't)
Y onkers
A city income tax isimposed on residents at arate of
15% of the net state tax. Inaddition, atax of 0.5% s
imposed on the wages earned and net earnings from
self-employment within the city of all nonresidents.

Ohio
Aflat-rateincometax can belevied upto1% without voter
approval inall citiesandvillages. A tax exceeding 1% may
beenacted only withvoter approval. Thetaxisimposed on
wages, salaries, and other compensation of individualsand
net profitsof businessesand pr ofessionsr eceived withinthe
municipality.

Pennsylvania
Citiesand boroughsmay tax earnedincomeand occupational
privilege taxes of individuals and businesses.

Pittsburgh imposes an earned income and net profitstax at
1%.

Florida, Illinois, M assachusetts, Texas,and West Virginia
do not impose municipal incometaxes.
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PROPERTY TAX-GENERAL TANGIBLE

TAXBASE
The tax is applied to tangible personal property used in
businessin Ohio (machinery, equipment, inventories). Busi-
nessland and buildingsaretaxed under thereal property tax.

Taxable value is determined by applying an assessment
percentage to the true value of tangible property. The per-
centage used to determinetaxablevalueis 25%for all prop-
erty except inventories, which will be assessed at 24% for
2002. Theinventory assessment percentage will be phased
out by reducing the percentage by one percent each year
startingintax year 2002if revenuegrowth conditionsare met
(growth conditionsareremoved beginningintax year 2007).
The phase out will be completed by 2025, if the revenue
growth conditionsare met each year. If therevenue growth
conditionsarenot met inany or all of the 2003 - 2006 years,
thereduction will be completed no later than 2029.

RATES
Tax millage rates vary with taxing jurisdiction. The rates
applied to tangible personal property values are the full
voted and unvoted millagerates. The 2000 averagetax rate
was73.86mills.

MAJOR EXEMPTIONS
Thefirst $10,000 of taxableva uefor eachtaxpayer.

Property of any level of government, school, college, church,
and property owned and not used in business.

Licensed motor vehiclesand aircraft.
Personal property used in agriculture.

Patterns, jigs, dies, and drawings used in businessthat are held
for use and not for sale.

Certified air, water, and noise pollution control equipment and
facilities.

Property of insurance companies, financial institutions, and
dealersin intangiblesusedintheir businessisexempt unlessthe
equipment is leased to others.

PROPERTY TAX-GENERAL TANGIBLE

MAJOR EXEMPTIONS (con't.)
Property inapublicrecreational facility owned by apolitical
subdivision.

Certified energy conversion facilities (property used to
convert fromtheuse of natural gasor fuel oil to other fuels).

Certifiedthermal efficiency improvement facilities(property
used for recovery and use of waste heat or steam).

Certified solid waste energy conversion facilities (property
used to convert solid waste from industrial operationsinto

energy).

All inventoriesin foreign trade zones established prior to
01/01/92 and only inventories exempt under federal law in
foreign trade zones established on or after 01/01/92.

Property shipped from outside Ohio and held in Ohio for
storage only.

L eased property used exclusively for agricultural purposes.

Machinery and equipment designed for agricultural use
whilein theinventory of a merchant.

Qualified personal property located in an enterprise zone.

Machinery and equipment while under installation or con-
struction in aplant or facility and not capabl e of operation.

Property owned by aport authority and leased to arailroad
(partially exempt for aperiod of tenyears).

Property used in the production of grape juice or wine and
not held in labeled containersin which it will be sold.



PROPERTY TAX-GENERAL TANGIBLE

REVENUE (IN MILLIONS)

$10,000
Calendar Net Taxes Exemption
Yex Levied Reimbursements
1997 $1,519.3 $39.9
1998 1576.1 917
1999 16448 918
2000 1,720.7 936

DISPOSITION OF REVENUE
Revenue is distributed to the counties, municipalities, town-
ships, school districts, and specia districts according to the
taxable values and total millage levied by each. Statewide,
school districtsreceiveapproximately 70% of thetotal personal
property tax revenue.

SECTIONS OF OHIO REVISED CODE
Chapters319,323,5701,5705,5709,5711,and5719.

RESPONSIBILITY FOR ADMINISTRATION
The Tax Commissioner hasexclusiveresponsibility for returns
of taxpayers with property in more than one county.

The Tax Commissioner and County Auditor have shared re-
sponsibility for returns of taxpayerswith property in only one
county.

REMITTER OF TAX
Taxpayers who own and use tangible personal property in
businessin Ohio.

PAYMENT DATES
Each taxpayer with property in only one county pays to the
county treasurer one-half of thetax liability on or before April
30 and the remainder by September 20.

Each taxpayer with property in more than one county pays to

each county treasurer the tax liability in oneinstallment on or
before September 20.

PROPERTY TAX-GENERAL TANGIBLE

SPECIAL PROVISIONS / CREDITS
Anexemptionof thefirst $10,000 of taxablevalueonall tangible
personal property is allowed; the local revenue loss is reim-
bursed by the State.

Companiesmay receiveuptoa75% exemptionfor nomorethan
ten years for tangible personal property used in an enterprise
zonelocatedwithinamunicipality. Theexemptionislimitedto
60% for zonesinunincorporated areas. Exemptionsmay exceed
these levels if approved by affected school districts or if the
property is located at a site where the taxpayer performed a
qualified environmental remediation. All enterprise zonesare
created by local authorities. A company seeking to receive an
exemption must submit an investment proposal to the local
authority that created the zone where the operation will be
located.

HISTORY OF MAJOR CHANGES
1931 « Tangible property separated from real property and
intangible property; tangible property tax limited to
property used in business (based on 1929 amendment
to Ohio Constitution).

1967 + Assessment percentages applied to property used in
agriculturegradually reduced from50% until property
isexemptin1973.

« Assessment percentages applied to inventories and
restaurant property gradually reduced from 70% to
50%by 1971.

1971 « Assessment percentages for inventories gradually
reduced from 50%t0 45% by 1974.
» Assessment percentages for furniture and fixtures
gradually reduced from 70% to 50% by 1976.

1976 « Starting in 1977, whenever annual revenue growth
conditions are satisfied, assessment percentages re-
duced by 2 percentage pointseach year until reaching
35% (Revenue growth conditions were satisfied in
1977 and 1978, reducing assessment percentagesfor
inventoriesfrom 45%t041% and assessment percent-
agesfor all other property from 50% to 46%.)

1978 + Revenuegrowth conditions removedto allow annual
reductions in assessment percentages to the 35%

level.



PROPERTY TAX-GENERAL TANGIBLE

HISTORY OF MAJOR CHANGES (con't.)

1978 + Credit against the corporate franchise or personal
incometax allowedfor certaintangibleproperty taxes
paid on manufacturing machinery and equipment.
Effectivethrough 1993.

1983 « Starting in 1984, whenever annual revenue growth
conditions are satisfied, assessment percentages re-
duced by one percentage point each year until reach-
ing 25%.

» Exemptionenactedfor first $10,000 of taxablevalue.

1985 « Growthconditionremovedfromlaw—annual reduc-
tionsmadeautomaticuntil reaching 25%level in 1993.

1992 « Definitions of real and personal property revised.

1994 « Enterprise zone program extended to December 31,
1997 and reduced maxi mum percentagefor tax exemp-
tions.

1997 e Enterprisezone program extended to June 30, 1999.

1999 e Beginning tax year 2002, assessment percentage on
inventories reduced one percent annually if growth
conditions are met (growth conditions removed be-
ginningintax year 2007).

* Beginning tax year 2002, the assessment percentage
on electrical generating equipment reduced from the
current 100 percent to 25 percent.

* Enterprisezoneprogram extended to June 30, 2004.

* Enterprisezoneprogramextendedtocertainqualified
electric generating peaking units.

COMPARISON WITH OTHER STATES
(AS OF 12/01)

California

Tangible personal property assessed at fair market value. All
property taxed unlessexpressly exempt by law (i.e., inventories).
Property istaxed at theaggregateof all lawful local levies, however
rateisfixedto meet budgetary necessities. Maximumrate cannot
exceed 1 percent of the full cash value of the property.
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COMPARISON WITH OTHER STATES (con't.)
Florida

Tangiblepersonal property assessed at full cash, or market value.
Inventories are exempt from taxation. Property is taxed at the
aggregate of all lawful local levies.

Illinois

Tangible personal property isexempt fromtaxation

Indiana

Tangible personal property assessed at 100 percent of truevalue,
unlessspecifically exempt. Property istaxed at theaggregateof all
lawful stateandlocal levies. Total staterateislimitedto $0.33 per
$1000of valuation. Total rateinall incorporated areasislimitedto
$0.6667 whiletotal ratein all unincorporated areasislimited to
$0.4167 oneach $100 of val uation.

Kentucky

Tangible personal property assessed at fair cash value. Property
istaxed at the aggregate of all lawful state and local levies.

M assachusetts

Tangiblepersonal property assessed at fair cash val uedetermined
asof January 1 of each year. All property taxed unless expressly
exempt by law. Property istaxed at theaggregateof all lawful state
and local levies. Rate cannot exceed 2.5 percent of cash value
unless approved by two-thirds of voters.

Michigan

Tangible personal property assessed at 50 percent of true cash
value. All property taxed unless expressly exempt by law (i.e.,
inventories). Tax rate equal sthe aggregate of al lawful stateand
local levies. However, total rate can not exceed 15 mills, or 1.5
percent, on each dollar of assessed value unless the voters
approve higher rate. Thereisastate education tax levy of 6 mills
imposed on all property.



PROPERTY TAX-GENERAL TANGIBLE

COMPARISON WITH OTHER STATES (con't.)
New Jer sey

Tangible personal property assessed at a variable rate of true
value that is dependent upon a yearly analysis of the average
assessment ratio of real property. Property assessed, in general,
is not subject to taxation in New Jersey. However, business
tangible personal property, exclusiveof inventories, issubject to
local taxation if usedinthebusinessof local telephone, telegraph
and messenger systems, compani es, Corporationsor associations
that weresubject tothepublic utilitiesgrossrecel ptstax asof April
1,1997.

NewYork

Tangiblepersonal property isexempt from taxation.

Ohio

Tangible personal property assessed at 25 percent of itstrue
value, except inventory whoseassessment rateis24 per cent of
truevalue. Propertyistaxed at theaggr egateof all lawful local
levies.

Pennsylvania

Tangiblepersonal property isexempt from taxation.

Texas

Tangible personal property assessed on the basis of 100 percent
of itsappraised value. All property istaxed at the aggregate of all
lawful state and local levies. Property, other than manufactured
homes, that isnot held or usedfor production of incomeisexempt.

West Virginia

Tangible personal property is assessed at 60 percent of its fair
market value. Property istaxed at theaggregate of all lawful state
andlocal levies.




PROPERTY TAX -

PUBLIC UTILITY TANGIBLE

PROPERTY TAX -
PUBLIC UTILITY TANGIBLE

TAXBASE
In Ohio, local telephone, long distance telephone, telegraph,
electric, natural gas, pipe-line, water-works, water transporta-
tion, heating, rural electric, and railroad companiesare defined
aspublic utilities for tangible property tax purposes. Thetrue
value of tangible personal property is based on composite of
annual allowances and is assessed at 25%, except:

a) all personal property of pipelines, waterworks, and heat-
ing companies, eectric transmission and distribution
property, and local telephone property put into service
beforetax year 1995 is assessed at 88%;

b) rural electric transmission and distribution property is
assessed at 50%.

For information on public utility taxable rea property, (see
Property Tax - Real.)

APPORTIONMENT OF TAX BASE
Generally, public utilitiesarevalued as statewide unitsand the
valuesaredistributedtothetaxing districtsinwhichtheutilities
operate. Personal property values are apportioned among the
taxing districtsbased on aspecific apportionment base (taxable
cost of property, milesof wire, etc.).

Electric production equipment is sitused 100% in the taxing
district wherelocated.

RATES
Vary with taxing jurisdiction. Total tax rate includes all voted
levies.

MAJOR EXEMPTIONS
Property of municipally-owned utilities.

Certified air, water and noise pollution control equipment.
Registered motor vehicles.

Personal property under construction.
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REVENUE (IN MILLIONS)

Calendar
NYexr TaxesLevied
1997 $985.9
1998 10022
199 960.2
2000 967.7

DISPOSITION OF REVENUE
Revenueis distributed to counties, municipalities, townships,
school districts and special districts according to the taxable
values and total millage levied by each. Statewide, school
districtsreceiveapproximately 70%of thepublic utility personal
property tax revenue.

SECTIONS OF OHIO REVISED CODE
Chapters319, 323,5701, 5705, 5709, 5713,5711, 5715, 5717,
5719,5727,and 6111.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner assesses persona property of all public
utilities.

REMITTER OF TAX
All public utilities that are subject to the tax, and all other
telecommunicationscompanies.

PAYMENT DATES
December 31.: at least one-half of total tax liability due.
June 20: balance of tax liability due.
Extensions are automatically granted to counties for 30 days
becauseof certain delaysaffecting property tax administration.
Thetax commissioner may grant further extensionsupon appli-
cation by a county auditor and county treasurer. An approved
application extends the due date for the tax and provides the
county treasurer an extension of timeto collect the taxes.



PROPERTY TAX -

PUBLIC UTILITY TANGIBLE

HISTORY OF MAJOR CHANGES
1910 « Public utility property assessed by Tax Commission.

1939

1973

1979
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Publicutility property assessed by newly-created Tax
Commissioner, anew positiontoreplacethestate Tax
Commission.

Assessment level for personal property of rural elec-
tric companiesreduced from 100%t050%. (All other
public utility property assessed at 100%.)

Certifiedair pollutioncontrol facilitiesexempted.
Certifiedwater pollution control facilitiesexempted.
Certified noisepollution control facilitiesexempted.

Personal property of railroads is assessed at same
level asnon-utility tangiblepersonal property; cur-
rent assessment level is 25%.

Seventy percent of the value of production plant
equipment of el ectriccompaniesisapportionedtothe
taxing district in which the property is physically
located. Remaining val ueisapportionedto eachtaxing
district based on the percentage of the total cost of
transmission and distribution property (distribution
base) in each district.

For production equipment at an electric utility plant
whosecost exceeds$1billion, theamount inexcessof
$420 millionisapportioned accordingtothedistribu-
tion base.

Truevalueof public utility personal property isbased
oncompositeannual allowances, andtaxableproperty
of most public utilitiesisreduced from 100%to 88%
of true value.

Truevalue of electric production equipment statu-
torily defined as 50% of original cost; 100% assess-
ment rate retained.

PROPERTY TAX -

PUBLIC UTILITY TANGIBLE
HISTORY OF MAJOR CHANGES (con't.)

1995 .

1999 .

2000 -

All interexchange telecommunication company per-
sonal property isassessed at 25% of truevalue. Local
telephone company personal property added to the
tax rollsduringtax year 1995 and thereafter i sassessed
at 25% of truevalue.

Beginning January 1, 2001, electric and rural
electricutility personal property, excluding trans-
mission and distribution property, will be as-
sessed at 25%.

Beginning January 1, 2001, electric production
equipment will be 100% sitused in the taxing
district in which property islocated.

Beginning January 1, 2001, natural gas personal
property tax assessment rates are lowered from
88% to 25%.

COMPARISON WITH OTHER STATES

California

Assessor: State Board of Equalization.

Assessment: Fair market value, with special provi-
sionsfor privaterailroad cars.

TaxRate: Total of local tax levies.

Florida

Assessor: State Department of Revenue as-
sessesrailroad property. Remaining
property is assessed by county offi-
cials.

Assessment: Fair market value.

Tax Rate: Aggregateof all local levies.

[llinois

Assessor: State Department of Revenue as-
sesses railroads. Local officials as-
sess all other utilities.

Assessment: Thirty-threeand one-third percent of
true cash value. Personal property
exemptfromtaxation.

Tax Rate: Aggregate of county and local lev-

ies.
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PROPERTY TAX -

PUBLIC UTILITY TANGIBLE

COMPARISON WITH OTHER STATES (con't.)

Indiana
A SSessor:

Assessment:

Tax Rate:

Kentucky
Assessor:
Assessment:
TaxRate:

M assachusetts

A SSessor:

Assessment:
Tax Rate:
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Township officials assess the fixed
property of publicutility companies,
whiletheStateBoard of Tax Commis-
sionersassessthedistributableprop-
erty of public utility companies.
Thirty-threeand one-third percent of
truecashvaluethrough February 28,
2001. Increasesto 100% after Febru-
ary 28, 2001.

Aggregateof al stateandlocal levies
(limitations imposed) for all public
utility property, except railroad prop-
erty which istaxed at arate equal to
the average levy in the state.

The state's Revenue Cabinet.

Fair cash value.

Stateratesper $100 of assessedvalue:
14.1¢onreal property, 45¢ontangible
personal property and 0.15¢ on tele-
phonicequipment. TheRailroad Re-
vitalization and Regulatory Reform
tax rate for intrastate railroads is
23.21¢ per $100 of assessed value,
whiletheaggregate of stateand local
leviesis67.58¢ per $100 of assessed
value. Local rates may apply.

Municipal boards of assessors are
responsible for assessing al prop-
erty; however, certain utility prop-
erty is determined and certified by
the State Tax Commissioner of Rev-
enue.

Fair cash value.

Subject to state, county and local
levies.

COMPARISON WITH OTHER STATES (con't.)

Michigan
A SSessor:

Assessment:

Tax Rate:

New Jer sey
A SSessor:

Assessment:

Tax Rate:

NewYork
A ssessor:

Assessment:

Tax Rate:

Certainpublicutilities(railroad, tele-
graph, and telephone) are assessed
by the State Board of Assessors. Al
other utilities are assessed by local
officials.

Fifty percent of true cash value.
Averagerate of taxation upon other
commercial, industrial and utility

property.

Division of Taxation assesses rail-
road property; local officials assess
al telephone, telegraph, and mes-
senger companies' property.

True cash value for railroad prop-
erty; otherwise property isassessed
atitstaxablevalue. Telegraph,tele-
phone and messenger companies
assessed specialy.

Aggregate of al local levies; per-
sonal property of telephone, tele-
graph and messenger companiesis
taxed at thegeneral real property tax
rate of the taxing district location;
state tax rate is 4.75% of true value
for railroad property.

Primarily local officials with state
involvement in special franchisear-
eas. Separate assessment for rail-
roads. Personal property isexempt.
Determined locally based on classi-
fication of property.

Aggregateof all local levies; limita-
tions are imposed.
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COMPARISON WITH OTHER STATES (con't.)

Ohio
A SSEssor :

Assessment:

TaxRate:
Pennsylvania

A SSessor:
Assessment:

Tax Rate:

Texas
Assessor:
Assessment:

Tax Rate:
West Virginia
Assessor:

Assessment:

Tax Rate:

TheTaxCommissioner assessesthe
tangibleper sonal property of all pub-
lic utilities.
Digtributionandtransmissionprop-
erty of electricpublicutilitiesisas-
sessed at 88% of truevalue. Most
other publicutility per sonal prop-
erty is assessed between 25% and
88% of truevalue.

Aggregateof all local levies.

State Department of Revenue.
Publicutility realty taxisbasedonfair
marketvalue. Thistaxisinlieuof local
real estate taxes.

Avariabletax rateiscalculatedevery
year.

Local tax officials.

Utility unit values based on one or
more of the cost, income or market
approaches.

Aggregateof all local levies.

West VirginiaBoardof PublicWorks.
All property isassessed at 60% of its
fairmarketvalue.

Sum of state, county, municipality
andschool districtlevies; limitations
imposed.




PROPERTY TAX - REAL

TAXBASE
The taxable base is the assessed value of land and buildings.
Assessed value is 35% of market value, except for certain
agricultural land. County auditorsmust reappraiseall real estate
onceevery six years. Equalization adjustmentsare madein the
thirdyear following reappraisal.

RATES
Real property tax ratesvary withtaxingjurisdiction. Total tax rate
includesall levies, enacted by legidative authority or approved
by the voters, for al taxing jurisdictions within which the
property islocated (e.g., county, township, municipal corpora-
tion, school district).

The 2000 average statewide gross tax rate was 79.68 mills.
Application of “tax reduction factors’ resulted in an average
statewidenet tax rateof 51.82mills.

TheOhio Constitution prohibitsgovernmental unitsfromlevy-
ing property taxeswhichintotal exceed 1% of truevalueunless
approved by the voters. Ohiolaw further limits property taxes
to 1% of taxable value; this provision is known as the 10-mill
limitation.

MAJOR EXEMPTIONS
Statelaw hasimplemented thefollowing exceptions:

Land devoted exclusively to commercia agricultural use
may bevalued according to current useinstead of “ highest
and best” use.

Certifiedair, water, and noisepol lutioncontrol facilitiesare
exempt.

Property of governmental and privateinstitutional owners
is exempt on grounds of ownership and/or usage under a
general legidative authority for exempting real property
(examples include schools, hospitals, churches, and mu-
nicipal corporations).

Tax abatements are granted by county, township, and
municipal governments on qualified real property for a
designated time period for the purposes of economic and
community devel opment.

PROPERTY TAX - REAL

REVENUE (IN MILLIONS)
Property Tax Relief
Tax TaxesCharged Percentage = Homestead
Yexr BeforeRelief®  Rollback® Exemption

1997 $7,1725 $316.3 $66.0
1998 75833 864.8 63.1
1999 81293 922.3 66.3
2000 8,697.8 991.0 65.0

M Taxes charged represent real estate and public utility real property
taxes after tax reduction factors but before 10% and 2.5% rollbacks
and homestead exemption.

@ Percentage rollback represents the 10% rollback for all real
property, including public utility real property, and the 2.5%
rollback for residential real property.

DISPOSITION OF REVENUE
Revenue is distributed to the counties, municipalities, town-
ships, and school districts according to the taxable values and
total millagelevied by each. Statewide, school districtsreceive
approximately 65% of thetotal real property tax revenue.

SECTIONS OF OHIO REVISED CODE
Chapters319, 321, 323,5701,5705,5709,5713,5715and 5721.

RESPONSIBILITY FOR ADMINISTRATION
Primarily county auditors, county treasurers, county boards of
revision, and thetax commissioner.

REMITTER OF TAX
All real property ownersunless specifically exempt.

PAYMENT DATES
December 31: full amount of tax (or one-half) isdue; June 20:
balance due.

Each county is permitted, but is not required, to extend the
af orementioned duedatesfor thetaxpayers paymentsof thetax
toJanuary 31 andto July 20, respectively. Uponapplicationby
a county treasurer alone or by a county auditor and treasurer
together, thetax commissioner may grant further extensions of
timein which the county must collect the tax.



PROPERTY TAX - REAL

SPECIAL PROVISIONS / CREDITS

If aschool district hasatotal voted and unvoted current expense
millageexceeding 20mills, itseffectivemillageafter application
of reductionfactors(seebel ow) cannot fall below 20 mills. If the
initial calculation of thefactorsdoesdrop the effective current
expenseratebelow 20 mills, thefactors must berecal culated to
arrive at 20 mills. Joint vocational schools have the same
provisionwithafloor of 2 mills.

Forest land devoted exclusively to forestry or timber growing
may betaxed at 50% of thelocal rate.

Threemajor statelawsallow property tax credits(direct reduc-
tions of tax rather than reductions of value). Theseincludethe
percentage rollback, homestead exemption, and tax reduc-
tion factor.

Percentage Rollback

Statelaw grantstax relief intheformof a10%reductionineach
taxpayer’ sreal property tax bill. Inadditiontothe 10%rol I back,
a 2.5% rollback is granted on real property taxes for owner-
occupied dwellings. The state reimburses local governments
for these tax losses.

Homestead Exemption

This tax relief is granted to qudified low income, elderly and
disabledhomeowners, aswel | astocertainsurvivingspouses. The
tax reductionisreimbursedtoloca governmentsby thestate. The
tax reduction under thehomestead exemptionisequal tothegross
millageratemultiplied by areductionintaxableval uedetermined
by the income class of the homeowner. The income classes are
increased based oninflationfactorstodeterminedligibility. Also,
taxableval uereductionswereindexed. In2002, thedollar amount
of reductions were also indexed. For tax year 2002, the income
classes and the reduction in values were as follows:

Total Income of ReduceTaxableValue
Owner and Spouse By the L esser of
$12500 or less $5,100 or 75% of taxablevalue
12501 - $18300 3,100 or 60% of taxablevalue
18301 - 24,00 1,000 or 25% of taxablevalue
24101 and over -0

PROPERTY TAX - REAL

SPECIAL PROVISIONS / CREDITS (con't.)

Tax Reduction Factor

Percentage reductions are applied to taxes levied against real
property after reappraisal or update. Separate percentage re-
ductions are applied to two classes of real property: Class|,
consisting of residential and agricultural property, and Classl|,
consisting of commercial,industrial, mineral and publicutility
real property. These reductions do not apply to any tangible
persona property.

Reductionfactorsremainineffect until an increaseor decrease
invalueoccursbecause of thereval uation of existing property.
Revised reduction factorsarethen cal culated and applied. The
computation of these percentagereductionsisarather complex
process. However, the basic effect isto eliminate increasesin
revenuefromvoted taxeswhich might occur whenexistingreal
property in ataxing unit is reappraised or updated.

HISTORY OF MAJOR CHANGES
1851 < New constitution required taxation of all property by
uniform rule (but expressly authorized exemptionfor
certainproperty classes, e.g., churches, schoals, etc.).

1902 - Eliminated state property tax leviesfor general fund.
1910 « Culmination of reform movement led to creation of
single State Tax Commission to superviselocal prop-

erty tax administration.

1925 - First statutory requirement for six-year reappraisal
cycle enacted.

1927 - Statutesetaggregatetax limitof 15millsoneachdollar

of tax valuation except for taxes approved by voters
(1% of truevaluesince 1911).

1931 < Constitutional amendment limited|evieswithout vot-
ersapproval to 1 1/2% of true value.

1933 « Constitutionsetlimit of 1% of truevalueonnon-voted
levies.

1934 - Statutereducedaggregatetax limitfrom15millsto10
millsfor non-voted levies.



PROPERTY TAX - REAL

HISTORY OF MAJOR CHANGES (con't.)

PROPERTY TAX - REAL

HISTORY OF MAJOR CHANGES (con't.)

1939 -

State Tax Commission replaced by Department of
Taxation; aBoard of Tax Appeals, which supervised
real property tax administration; and a Tax Commis-
sioner, who assumed functions with respect to taxa-
tion of public utility property.

1979 - A2.5%taxrollback onresidential property isgranted.

Settheupper incomelimit of thehomestead exemption
at $15,000 and created three $5,000 income brackets.
Constitutional amendment passed effectivefor 1980,
allowed separate percentage reduction factors ap-
pliedtotwo classesof real property (combined value

1965 « First statutory requirement that real property be as- of residential and agricultural property andvalueof all
sessed at no morethan 50% of true value, with actual other real property).
percentageto beestablished by uniformruleof Board
of Tax Appeals. 1983 « Departmentof Tax Equalizationeliminatedandall of

its functions transferred to the Department of Taxa-

1971 « Enactment of 10% rollback homestead exemptions. tion.

1972 « BTA rule set tax value at 35% of true value to be 1986 « Thelimitof eachhomestead exemptionincomebracket
implemented by all counties as they complete their increased by $1,500 beginning intax year 1988.
sexennial reappraisal cycle, with annual adjustments
tomaintainthe 35% level. 1991 « Homestead exemption extended to surviving spouses

of homestead exemption recipients (1990 constitu-

1973 « Top bracket of the homestead exemption increased tional amendment).
from$8,000t0$10,000.

1995 « Thelimitof eachhomestead exemptionincomebracket

1974 « Vauation of agricultural property to be based upon increased by $4,300 beginningin tax year 1995.
current use (1973 constitutional amendment).

1998 « Treasurersin counties with a population of at least

1975 + Homestead exemption extended to permanently and 200,000 permitted to issue tax certificates on delin-
totally disabled homeowners. guent real property.

1976 « Real property tax creditsprovided; real property valu- 1999 « Thelimitof eachhomestead exemptionincomebracket

1978

ationsupdated every threeyears; State Department of
Tax Equalizationcreated.

Definitionof "total income" for homestead exemption
amended to exclude disability benefits paid by the
Veterans Administration and other branches of the
armed services, and social security income increases
occurring after initial application for homestead ex-
emption.

Thelimit of eachhomestead exemptionincomebracket
increased by $1,000 (except the highest bracket).

EffectiveJune30, 1978, theduedatefor payment of real
property taxes (full amount or one-half of it) changed
from December 20to December 31.

increased by 10.6%for tax year 1999. Thebrackets(tax
year 2000) and the taxable valuereductions (tax year
2002) will beindexed based on grossdomestic product
deflater in futuretax years.

Certain manufactured homesthat would otherwisebe
subject to the manufactured home tax will be con-
verted to, and taxed as, real property.

Each board of county commissionersis permitted to
charge alower rea estate transfer fee for homestead
exemption qualifiersthan for other taxpayers.
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COMPARISON WITH OTHER STATES
Thecomplexity of real estatelawspreventssimpleratecompari-
sonsamong states. However, set forth below isthe property tax
liability onthemedianresidential homevalueinthelargest city
in each of the thirteen selected states for 1999:

Median Home Property

Vauein TaxOn
State Largest City® Median Home®
New Jersey $110,000 $3,960
M assachusetts 161,400 2,163
Cdifornia 244,500 1956
Texas 57,700 1639
NewY ork 189,600 1574
Forida 63,800 1359
Pennsylvania 49400 1304
Ohio 65,500 1,094
Indiana 61,200 875
llinois 78,000 41
WestVirginia 65,700 598
Kentucky 44,300 589
Michigan 25,600 502

(M spurce: 1990 Census Data (most recent available data).

() source: Department of Finance and Revenue, District of Columbia,
Tax Rates and Tax Burdens in the District of Columbia, A Nationwide
Comparison, 1999 Edition, published July, 2000.




SALES AND USE TAX -

COUNTY AND TRANSIT AUTHORITY

TAXBASE
County Sales Tax

Additional County Sales Tax
(for special purposes)

Transit Authority Sales Tax
RATES
County Sales Tax
Additional County Sales Tax
(for special purposes)

Transit Authority Sales Tax

MAJOR EXEMPTIONS

Sales and rental of
tangible personal
property and
selected services.

0.25%, 0.5%, 0.75%,
or1.0%

0.25%o0r 0.5%

0.25%, 0.5%, 0.75%,
1.0%, 1.25%, or 1.5%

(See SALES AND USE TAX - STATE.)

REVENUE (in millions)

Fiscal County

Transit

Authority Adm.

Year Sales& UseTax Sdes& UseTax Fund Tota®

1998 $40.1
1999 99%6.3
2000 10449

2001@ 10688

@ Figures are from the Office

$2321 $119 $11841
2375 15 12463
2629 133 13211
2700 136 13524

of Budget and Management and

represent actual distributions of the county and transit authority
sales and use tax during the fiscal years shown.

(@ As of January 1, 2002, 87 counties and 6 transit authorities

levied the tax.

DISPOSITION OF REVENUE

County Sales Tax
County general revenue fund

and administrative expenses.

SALES AND USE TAX -

COUNTY AND TRANSIT AUTHORITY

DISPOSITION OF REVENUE (con't)
Additional County Sales Tax

Allocated to oneor moreof thefollowing: county general fund;
transit authority; county permanent improvements; convention
facilitiesnotesor bonds; implementationof a9-1-1systeminthe
county; operation and maintenance of a detention facility;
construction or renovation of sports facility; or conservation
easements.

Transit Authority Sales Tax

All transit purposesof thetransit authority and administrative
expenses.

SECTIONS OF OHIO REVISED CODE
County Sales Tax
Sections 5739.021, 5739.022,5739.025, 5739.21, 5739.211,
5741.021,5741.03,and 5741.031.

Additional County Sales Tax
Sections 133.312, 307.282, 307.283, 351, 5739.025,
5739.026, and 5741.023.

Transit Authority Sales Tax
Sections 306.321, 306.70, 306.71, 5739.01, 5739.023,
5739.025,5739.21,5739.211,5741.01,5741.022,5741.03,
and 5741.031.

RESPONSIBILITY FOR ADMINISTRATION
Tax Commissioner.

REMITTER OF TAX
(See SALES AND USE TAX - STATE.)

PAYMENT DATE
(See SALES AND USE TAX - STATE.)

SPECIAL PROVISIONS / CREDITS
1 One percent of the county tax, one percent of the addi-
tional county tax, and one percent of thetransit authority
tax are credited to the Local Sales Tax Administrative
Special Fund for use by the Tax Commissioner inadmin-
istration.



SALES AND USE TAX -

COUNTY AND TRANSIT AUTHORITY

SALES AND USE TAX -

COUNTY AND TRANSIT AUTHORITY

SPECIAL PROVISIONS / CREDITS (con't)

2. Qualified municipal corporations and townships (R.C.
5739.101-5739.105) are authorized to levy aresort area
tax at therate of 0.5 percent, 1.0 percent or 1.5 percent on
grossreceiptsfrom general salesor intrastate transporta-
tion primarily to and from theresort area. Three eligible
jurisdictions currently impose the tax: Kelley's Island
(1.5%), Villageof Put-in-Bay (1.5%), and thetownship of
Put-in-Bay (1.5%). The Tax Commissioner administers
thistax.

HISTORY OF MAJOR CHANGES
County Sales Taxes

1967 -

1969 -

General Assembly granted power to countiesto levy
the county salestax at 0.5% rate.

Lake County was the first county to levy the county
salestax.

Counties authorized to levy the county sales tax at
0.5%o0r 1%.

Counties authorized to levy the additional county
salestax at 0.5%for specified purposessubject tovoter
approval.

County salestax or additional county salestax autho-
rizedat 0.25%increments.

A county 9-1-1 system added to the list of specified
purposes for which acounty may enact the additional
county sales tax.

Conservation easements includedinthelist of specific
purposes that the additional county sales tax may be
levied.

Transit Authority Sales Tax

1974 -

General Assembly authorized transit authorities to
levy thetax, subject to voter approval, at thefollowing
rates: 0.5%, 1%, or 1.5%.

HISTORY OF MAJOR CHANGES (con't.)

1975 -

1997 -

Greater Cleveland Regional Transit Authority adopted
thetax at a1% rate.

Miami Valley R.T.A.and Central Ohio Transit Author-
ity adopted the tax at a0.5% rate.

The 0.5% rate for Central Ohio Transit Authority
expired.

Transit authority tax authorized at 0.25%increments.

Central Ohio Transit Authority adopted the tax at a
0.25%rate.

Summit County Metro Transit Authority adopted tax
ata0.25%rrate.

Stark AreaRegional Transit Authority adopted tax
ata0.25% rate.

COMPARISON WITH OTHER STATES

(See SALES AND USE TAX - STATE.)
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