
 

 

Reforming the Ohio Municipal Income Tax on Business Entities 
     Ohio municipalities (cities and villages) currently impose income tax on individuals and the net profits of 

business entities.  This reform proposal would streamline and simplify the administration of the tax on 

business entities which produces about 14 percent of total municipal tax collections. It would not impact the 

taxing of individuals, or employer withholding of municipal income tax. 

The Existing System 
     More than 600 municipalities tax the net profits of business entities, including corporations, limited liability 
companies, partnerships and publically traded partnerships, at the entity level. 

 Business entities must file and pay tax with every municipality in which income is earned.  

 Municipalities interpret and enforce the law differently. 

 Filing and payment systems are not uniform. Businesses can submit returns and payments 
electronically through the Ohio Business Gateway (OBG), but some municipalities require additional 
information to be filed separately directly with the municipality. 

 Filing rules of individual municipalities are subject to change at any time.  

 Administrative fees vary, with some third party administrators charging municipalities 2.5-3.0% of total 
tax collections. 

 Cities utilizing a third party administrator still require appeals to be filed with the involved city. 

 Businesses that earn income in a jurisdiction that doesn’t have municipal income tax (e.g., townships 
and other states), are required to pay the net profits tax on that income to the municipality in which 
the sales originated. (i.e., the “throwback” rule).  

 Sales into cities with municipal income tax, in which no regular solicitation of sales took place, are 
“thrown back” to the city of origin (e.g. internet sales). 

The Proposal 

     The Ohio Tax Commissioner will serve as the sole administrator of the municipal tax on net profits. 

 Taxpayers will file one return through OBG, rather than with each municipality in which the taxpayer 
does business. 

 The Commissioner will propose rules, prescribe forms, audit, issue bills, assessments and refunds, 
handle appeals, certify debts, and conduct all other necessary administrative functions.  

 Each municipality will retain control over the tax rate and credits available. 

 The Ohio Department of Taxation will collect the tax and distribute revenues quarterly and charge an 
administrative fee of 1% of total tax collections. 

Highlighted Changes 

 Annual tax returns will be due on April 15 of the year after the calendar year in which the taxpayer’s 
fiscal year ends (e.g. fiscal year ends March 2016, return due April 2017). 



 

 Eliminate the throwback rule.   

 The OBG Steering Committee will have one municipal representative instead of three. 

 Changes will be effective for tax years ending on or after January 1, 2018. Municipalities will 

administer the tax for years prior to the effective date (late filed/ amended returns). 

Advantages 

 Reduced compliance costs for businesses. 

 Reduced administrative expense for cities. 

 Economies of scale / more efficiency; less cost. 

 Improved compliance / more expansive data sources to verify filing & payment accuracy; 
increased revenue. 
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