JOHN R. KASICH

GOVERNOR « STATE OF OHIO

Communication Department

December 18, 2012

MEDIA CONTACTS

Governor’s Office: Rob Nichols, (330) 760-7582, Rob.Nichols@governor.ohio.gov
Dept. of Taxation: Gary Gudmundson, (614) 466-0099,

Gary Gudmundson@tax.state.oh.us

OHIO RETURNING $13 MILLION IN TAX OVERPAYMENTS TO
BUSINESSES THAT DIDN'T KNOW THEY WERE OWED MONEY
New Policy Will Automatically Tell Businesses When They Are Eligible For
A Refund
COLUMBUS - Today Gov. John R. Kasich joined Ohio Department of Taxation (ODT)
Commissioner Joe Testa in beginning to return more than $13 million to 3,500 Ohio

businesses that unknowingly overpaid their Commercial Activity Tax (CAT).

These refunds are the first resulting from a new policy that reverses previous
anti-business practices and instead notifies a business taxpayer when they've made an
overpayment and helps them with the process of reclaiming their money.

In the past ODT didn’t notify businesses of overpayments—even if the
Department was aware of it—but instead made businesses discover the error
themselves and then ask for their money back. If businesses failed to discover the error
within a certain amount of time then they forever lost the right to reclaim it.

“If government knows a job creator paid too much in taxes then it should do the
right thing and give the money back, because government works for us, not the other
way around. It’'s just simple fairness and | can’t believe this wasn’t being done already.
It's yet another example of a wrong-headed thing that state government was doing that
we discovered and are fixing. 1 just can’t figure out why no one was trying to fix these
kinds of problems before,” said Kasich.

To help create a more jobs-friendly climate, ODT is implementing the new policy
beginning with the CAT and will begin notifying about 3,500 taxpayers who may have
overpaid by a total of as much as $13.7 million. Other taxes will be analyzed in the
months ahead and ODT will begin reaching out to all taxpayers who unknowingly paid
too much tax.

The Department will work to raise the visibility and understanding of tax refund
procedures and will notify taxpayers who appear to have a refund due.

Refund request forms and more information about this program are available at the
ODT web site — www.tax.ohio.gov.
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Making Ohio More Taxpayer Friendly: Returning Tax Overpayments to Businesses

FACT SHEET
The Ohio Department of Taxation (ODT) is changing policy, procedures and systems to ensure that
business taxpayers get refunds back when they overpay. While current Ohio law requires businesses to
request a refund, it does not obligate the state to notify the taxpayer that a refund is available. In the past, if
potential refunds go unclaimed the practice has been for the state to not notify the business and simply
keep the money. Gov. Kasich and Commissioner Joe Testa are changing this anti-business policy so job
creators are automatically notified of any business tax overpayments. Similar policies are already in place
for income tax filers.

Ohio’s old policy on returning business tax overpayments is anti-business, so we're fixing it. The
mission of this administration is to make Ohio a friendlier place for job creation, and not notifying
businesses that they've overpaid their taxes is wrong and anti-business. Under the new policy, ODT will
update systems to proactively notify business taxpayers of overpayments so they can, among other things,
reinvest this money back into their businesses.
ODT is making it easier for business taxpayers get their money back.
. Proactive outreach is ongoing to businesses that may have overpaid CAT taxes to the
state. ODT has identified two groups of CAT taxpayers that will be contacted and encouraged to
file for a refund:
1. Taxpayers who are indisputably due a refund need only file a refund request form.
Overpayments by this group total about $6.5M plus interest.
2. Taxpayers who may be due a refund will be asked to provide additional information
and a refund request form. Overpayments by this group total about $7.2M plus interest.

. ODT is currently exploring the possibility of displaying credit balances when a taxpayer
files their CAT tax return through the Ohio Business Gateway.
. Once ODT is finished working through the CAT accounts, credit balances in other business

taxes will be similarly analyzed to identify other business taxpayers eligible for refunds.
ODT has identified about 3,500 Commercial Activity Tax (CAT) taxpayers eligible for refunds
totaling $13.7M.
. ODT is currently in the process of reviewing CAT tax records of more than 184,000
taxpayers. Current Ohio law allows ODT to look back four years for CAT taxpayers who may be
eligible for a refund.
o Through sampling, ODT believes approximately 11,000 CAT taxpayers will ultimately be
found to be eligible for a tax refund.
. ODT will send letters to all potentially eligible taxpayers notifying them that they have a
credit balance and may be due a refund.
Common examples of how business taxpayers overpay without realizing it:

. File amended returns with lower tax liability than the original liability reported and paid.

o File amended returns with greater tax liability than the original return, then pay the full
amended amount instead of just the difference in the tax amount due.

. Make duplicate (double) payments to their accounts.

o Fail to use their unused exclusion from the previous period(s). ($1M per year is excluded
from tax)

(more)



Commercial Activity Tax (CAT) Background:
o The CAT is Ohio’s primary business tax. It is imposed on a business’ gross receipts at a
rate of 0.26 percent. No tax is due if a business has gross receipts of less than $150,000 per year.
. The CAT generated tax revenues of $1.65B in fiscal year 2012.
o As of December 20, 2012, there were 184,622 active CAT filers in Ohio

Refund request forms and more information about this program are available at the ODT web site —
www.tax.ohio.gov.
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