
 

  

 
 

 
 

 
 

 

 

 

 

  

 

 

 
 

 

 

 

Year in Review 

Ohio’s economy in fiscal year (FY) 2010 continued to mir
ror the nation’s in being wracked by the worst national 
recession in more than 50 years. Ohio’s FY 2010 General 

Revenue Fund (GRF) tax receipts fell $860.1 million (5.0%) below 
FY 2009 collections. 

Despite the volatile recessionary environment, Ohio contin
ued to make progress in its five-year effort to improve the state’s 
business tax climate when the 109-year-old corporation franchise 
tax ended for the vast majority of Ohio corporations on Oct. 15, 
2009 with the fi nal filing deadline for 2009 corporation franchise 
tax returns. 

This deadline applied to corporations with taxable year-ends 
of Dec. 31, 2008 that had received extensions from the Internal 
Revenue Service. Once corporations filed their 2009 franchise 
tax returns, the vast majority of them were done with the tax for 
good. 

The phase-out of the corporation franchise tax was part of a 
package of reforms contained within House Bill 66, enacted by 
the Ohio General Assembly in 2005. Other components of those 
tax reforms included: 

• 	 The elimination of property taxes on business machinery, 
equipment and inventory. 

• 	 A new commercial activity tax (CAT), measured by gross 
receipts. 

• 	 Five annual 4.2 percent reductions in state income tax 
rates. 

Overall, these and other tax changes contained within House 
Bill 66 represent a net annual tax cut of about $1.8 billion annu
ally starting in fiscal year 2010. 

Reflecting the impact of these tax reductions and reforms, the 
Federation of Tax Administrators (FTA) in March 2010 released 
its analysis of census data that showed that the burden of state 
taxes was lower in Ohio than most other states. The FTA analysis 
specifically showed that Ohio’s state tax burden during fi scal year 
2009 was: 

• 	 35th lowest on a per capita basis. In other words, only 15 
other states collected less in taxes per person than Ohio 
did last year. 

• 	 33rd lowest when measured as a percentage of Ohioans’ 
personal income. By this measure, only 17 other states col
lected a lower percentage of taxes than Ohio. 

When challenged, this package of tax reforms also received 
validation from the state’s highest court in fiscal year 2010. 

In September, 2009, the Ohio Supreme Court ruled 6-1 that the 
commercial activity tax was not a tax on the sale or purchase of 
food, reinforcing its application as a broad-based tax on all busi
nesses in Ohio, measured by gross receipts. This decision was 
seen as an important victory for those working to improve Ohio’s 
business tax climate and lower the tax burden in Ohio. 

In another important tax case for Ohio, the U.S. Supreme 
Court ruled unanimously on June 1, 2010 that the principles of 
comity do not allow complaints regarding contentions of state 
taxation discrimination to be heard in federal courts. The case 
centered on the narrow issue of where state tax cases can be fi led 
– specifically, whether or not they can be filed in federal court. 

The plaintiff in the case, Commerce Energy, had sued the 
department in federal court, alleging that Ohio’s natural gas tax 
system discriminates against independent marketers like itself 
in favor of state-regulated utility companies. The state’s legal 
counsel, Ohio Attorney General Richard Cordray’s offi ce, asked 
the federal court to dismiss Commerce’s suit on the grounds that 
such cases should only be filed in state courts. 

In fiscal 2010, the department also continued working to 
improve customer service while trimming costs where possible 
and improving the speed with which it delivers income tax refund 
payments to taxpayers. 

In 2007, the Department of Taxation finished processing re
quests for refunds from timely-filed returns on July 9. In 2009, the 
department finished this task on June 9, a full month earlier. In 
2010, the task was finished by May 10.  

The department also improved the speed with which it 
deposits checks received from taxpayers with a balance due for 
the year and who filed on time. In 2007, the department fi nished 
depositing checks from such returns on May 16. In 2010, this work 
was finished on April 27. This improvement is important because 
it results in tax revenue being put to work serving Ohioans more 
quickly. 

The department also continued to increase the percentage 
of tax returns submitted through alternatives to pen and paper. 
During 2009, the department offered several paperless fi ling op
tions for individual income taxpayers, including two Web-based 
systems (known as “I-File” and “eForms”), a telephone-based 
system (“TeleFile”) and participation in the Internal Revenue 
Service’s “eFile” system. All told, the department received about 
72 percent of its returns through these systems in 2010 – another 
high water mark. 
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Growth in GRF Tax Revenue 
Percent FY 1997 –2010 
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FY1997 FY1999FY1998 FY2001FY2000 FY2003FY2002 FY2005FY2004 FY2007FY2006 FY2009FY2008 FY2010 

GRF tax revenue, 2004-10 
(figures in millions) 

Revenue change 
2004 $17,737.5 + 8.7% 
2005 $19,088.0 + 7.6% 
2006 $19,563.4 + 2.5% 
2007 $19,468.9 − 0.5% 
2008 $19,419.5 − 0.3% 
2009 $17,093.7 − 12.0% 
2010 $16,233.6 -5.0% 
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