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.
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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
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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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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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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.
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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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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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