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The Common Sense Initiative was established by Executive Order 2011-01K and placed 
within the Office of the Lieutenant Governor. Under the CSI Initiative, agencies should 
balance the critical objectives of all regulations with the costs of compliance by the 
regulated parties.  Agencies should promote transparency, consistency, predictability, and 
flexibility in regulatory activities. Agencies should prioritize compliance over punishment, 
and to that end, should utilize plain language in the development of regulations.  
 
 
Regulatory Intent 
1. Please briefly describe the draft regulation in plain language.   

 
Ohio Revised Code (R.C.) sections 5703.059 and 5751.07 (as amended in Am. Sub. H.B. 59 
and effective on September 29, 2013) authorize the Tax Commissioner to mandate electronic 
filing and payment of the commercial activity tax (CAT).  This rule implements the 
electronic filing and payment requirement for annual taxpayers of the CAT.  An electronic 
mandate is already required for quarterly CAT taxpayers in the current Ohio Admin. Code 
(O.A.C.) 5703-29-05.  Electronic filing and payment of taxes is more cost-effective and 
quicker for taxpayers.  Further, electronic filing provides a taxpayer with an electronic 
repository for its return and payment history.  Finally, electronic filing promotes efficient and 
economical administration of tax laws and reduces the costs associated with tax collection. 
 

2. Please list the Ohio statute authorizing the Agency to adopt this regulation. 
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R.C. 5703.05, R.C. 5703.14, R.C. 5703.059, and R.C. 5751.07 (as amended in Am. Sub. 
H.B. 59 and effective on September 29, 2013).  
 

3. Does the regulation implement a federal requirement?   Is the proposed regulation 
being adopted or amended to enable the state to obtain or maintain approval to 
administer and enforce a federal law or to participate in a federal program?  
 
No. 
 

4. If the regulation includes provisions not specifically required by the federal 
government, please explain the rationale for exceeding the federal requirement. 
 
N/A 
 

5. What is the public purpose for this regulation (i.e., why does the Agency feel that there 
needs to be any regulation in this area at all)? 
 
A modification to R.C. which authorizes the Tax Commissioner to mandate electronic filing 
and payment of the CAT for annual taxpayers allows the Tax Commissioner to adopt a rule 
in order to implement the electronic filing and payment requirement.  
 

6. How will the Agency measure the success of this regulation in terms of outputs and/or 
outcomes? 

 
N/A 

 
Development of the Regulation 
7. Please list the stakeholders included by the Agency in the development or initial review 

of the draft regulation.   
 
On Friday, July 12, 2013, the Department of Taxation posted the draft rule in an information 
release available on its website.  Additionally, between Monday, July 15, and Wednesday, 
July 17,  the Department emailed the information release which contained the draft rule to all 
of its CAT subscribers of its Tax Alert System.  The Department maintains the Tax Alert 
email notification system to keep tax professionals, business owners and other interested 
parties up to date on Ohio’s tax laws.  Taxpayers can sign up for Tax Alerts via the 
Department’s website.   
 

8. What input was provided by the stakeholders, and how did that input affect the draft 
regulation being proposed by the Agency? 
 
The Department received a total of nineteen (19) comments or questions in response to the 
draft rule.   
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Confusion – Two (2) commenters were confused about which return was the first return 
required to be filed and paid electronically.  Based on internal discussions and these 
comments from the stakeholders, the Department reworded the draft rule.  Then, on Friday, 
July 26, 2013, the Department reposted the draft rule in an information release to its website 
and emailed the second version of that information release to the same CAT subscribers of its 
Tax Alert System. 

 
Paper Checks - Four (4) comments requested the ability to pay with a paper check.  This 
concern is addressed by R.C. 5703.059(D), R.C. 5751.07(B), and also a provision of the rule 
that allows a taxpayer to apply to the Tax Commissioner to be excused from the electronic 
filing or payment requirements. 
 
Problematic For Small Business - Four (4) stakeholders expressed concern that the 
electronic requirement would be problematic to small business.  This concern is addressed by 
R.C. 5703.059(D), R.C. 5751.07(B), and also a provision of the rule that allows a taxpayer to 
apply to the Tax Commissioner to be excused from the electronic filing or payment 
requirements. 
 
TeleFile - Additionally, based on four (4) comments received from taxpayers requesting 
another method of electronic filing, the Department explored the option of TeleFile.  TeleFile  
is a quick and easy method to file a taxpayer’s returns. It is utilized in other tax types, 
including sales tax.  In order to get started, all the taxpayer will need a touch-tone telephone, 
CAT account number, FEIN or SSN, CAT line 1 (taxable gross receipts for the calendar 
year), and banking information. In order to allow this type of filing, the draft rule has been 
modified a third time. 
 
Other - Finally, five (5) of the comments did not specifically address the operation of the 
proposed rule or the taxpayer was confused about the CAT.  Those questions/comments were 
addressed by a short email or telephone discussion with the taxpayer. 
 

9. What scientific data was used to develop the rule or the measurable outcomes of the 
rule?  How does this data support the regulation being proposed? 
 
N/A 
 

10. What alternative regulations (or specific provisions within the regulation) did the 
Agency consider, and why did it determine that these alternatives were not 
appropriate?  If none, why didn’t the Agency consider regulatory alternatives? 
 
A rule is the only method available to the Tax Commissioner to implement the electronic 
filing and payment requirement. 

 
11. Did the Agency specifically consider a performance-based regulation? Please explain. 

 
N/A 
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12. What measures did the Agency take to ensure that this regulation does not duplicate an 

existing Ohio regulation?   
 
A review of the Department’s existing rules revealed that the current rule O.A.C. 5703-29-05 
regarding electronic filing and payment for CAT did not address the annual taxpayers.   
 

13. Please describe the Agency’s plan for implementation of the regulation, including any 
measures to ensure that the regulation is applied consistently and predictably for the 
regulated community. 

 
The Department plans to implement the electronic filing mandate in January, 2014.  
However, many affected taxpayers’ first returns required after implementation are the returns 
due on or before May 10, 2014.  This allows time to educate the affected taxpayers about this 
requirement.  The Department is planning on providing notice to taxpayers regarding the 
future electronic mandate via a Tax Alert.  Additionally, the Department will post advanced 
notice on its website and mail notice to perceived affected stakeholders.  Further, the 
Department will post an electronic notice on the OBG.  Finally, the Department intends on 
presenting on this issue at conferences. 

 
Adverse Impact to Business 
14. Provide a summary of the estimated cost of compliance with the rule.  Specifically, 

please do the following: 
a. Identify the scope of the impacted business community;  

 
This rule will impact any taxpayer with taxable gross receipts greater than $150,000 
but equal to or less than $1,000,000.  All taxpayers with greater than $1,000,000 in 
taxable gross receipts are currently required to file and pay electronically.  This is 
approximately 120,000 taxpayers, of which an estimated 20% are already 
electronically filing and paying the CAT. 

 
b. Identify the nature of the adverse impact (e.g., license fees, fines, employer time 

for compliance); and  
 
The Department anticipates that businesses will experience minimal adverse impact 
from this regulation.  The regulation does not require a business to collect any 
additional information in order to file and pay electronically.  The information 
provided via electronic filing is the same as that currently required by a paper CAT 
return. 
 
Affected taxpayers will electronically file and pay the CAT via the OBG or TeleFile.  
The OBG is an online electronic filing and payment service currently utilized by 
businesses to file reports with many government agencies (Ohio Department of 
Commerce, Bureau of Worker’s Compensation, and Ohio Department of Job and 
Family Services) and other tax types with the Department.  Further, most of the 
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affected taxpayers have already been electronically filing and paying their CAT 
return, and are familiar with the process of electronic filing and payment. TeleFile is a 
quick and easy method to file a taxpayer’s returns. A taxpayer will need a touch-tone 
telephone, CAT account number, FEIN or SSN, CAT line 1 (taxable gross receipts 
for the calendar year), and banking information.  

 
Taxpayers may choose either method for electronically filing and paying the CAT.  
Taxpayers who have not previously registered to use the OBG will be required to 
register and learn how to file and pay returns on the OBG.  Taxpayers who have not 
previously utilized TeleFile for another tax type will be required to learn how to file 
and pay returns utilizing this method.  In addition, if a taxpayer requests to opt-out of 
electronic filing or payment, the taxpayer must submit the request to the Department 
by writing a letter or filling out the promulgated form. 
 

c. Quantify the expected adverse impact from the regulation.  
 

First time users of the OBG may contact the CAT Division at 1-888-722-8829 for 
step-by-step instructions on registration and filing.  The Tax Commissioner estimates 
that a taxpayer who uses that method will need approximately 15 minutes. 

 
15. Why did the Agency determine that the regulatory intent justifies the adverse impact to 

the regulated business community? 
 
The minimal adverse impact to taxpayers is outweighed by the time-saving and cost 
effectiveness of electronic filing.  Electronic filing allows the Tax Commissioner to more 
efficiently process returns and payments and, for taxpayers using the OBG, provides 
taxpayers with an electronic history of all filings and payments. 
 

Regulatory Flexibility 
 
16. Does the regulation provide any exemptions or alternative means of compliance for 

small businesses?  Please explain. 
 
R.C. 5703.059(D), R.C. 5751.07 (B), and the proposed rule allows a taxpayer to apply to the 
Tax Commissioner to be excused from the electronic filing and payment requirements.   
 

17. How will the agency apply Ohio Revised Code section 119.14 (waiver of fines and 
penalties for paperwork violations and first-time offenders) into implementation of the 
regulation? 
 
N/A.  The regulation, itself, does not include any fines or penalties.  However, statutorily, a 
taxpayer that fails to file or pay electronically may incur a penalty of the greater of $25 or 
five percent of the amount of the payment for the first two tax periods, or the greater of $50 
or ten percent of the amount of the payment for any subsequent tax periods.  A taxpayer who 
fails to file or pay electronically would receive a billing letter and possibly an assessment if 
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the taxpayer fails to respond to the billing letter.  Regardless, such penalty is discretionary 
and may be abated by the Tax Commissioner. 

18. What resources are available to assist small businesses with compliance of the 
regulation? 
 
As discussed above, the Department plans to provide information to taxpayers in a variety of 
ways in advance of the implementation of the electronic mandate.  Further, assistance with 
filing CAT returns is available through contact with the Department via telephone by dialing 
1-888-722-8829. 
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