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StATE SALES TAX

ASOF: June 26, 2003

General sales tax provisions:

» Thestatewidesaestax rateincreasesto 6
percent, effective July 1.

»  Someadditional servicesbecometaxableAug. 1
(see“Base-broadening...,” below).

»  Duetorecently-enacted piggyback taxesin three
counties, the salestax increasesfrom6to 7.5
percent in Champaign County, from 5.5t06.75
percent in Hancock County and from 5.25t0 6.5
percent in Stark County.

* Theitemstaxableby local piggyback taxesare
the sameitemstaxable by the state.

» Thisincreaseispart of the state budget package,
House Bill 95, enacted June 20 by the General
Assembly. It must be signed by thegovernor in
order to becomelaw. Hecanvetoall or a
portion of it.

= Totd revenueincreasesfromall salestax
provisionsinH.B. 95 areestimated at $1.32
billioninFY 04 (including $189.2 millionfrom
base-broadening) and $1.38 billionin FY 05
(including $206.5 million from base-broadening).

»  Thelast salestax increase occurred in November
1981, making permanent atemporary 5 percent
rate adopted in January 1981.

Examples of currently taxable
items/services, which continue to
be taxable July 1:

* |ngenerd, sdlestax appliestothesaleof an
item, unlesstheitemisspecifically exempt by
law.

= Magjor current exemptionsarefood for
consumption off the premiseswheresold,
prescription drugs, newspapers, magazine
subscriptions, and local telephoneand cable
TV sarvice.

»  Most servicesareexempt from the salestax
and will remain so. However, someservices
arecurrently taxed, including lawn careand
landscaping, employment servicesand
employment placement services, private
investigation, and physicd fitnessfacility
memberships.

Base-broadening to include new
services affects the following,
effective Aug. 1:

»  Storagefacility service

» Persona care(e.g., manicures, pedicures,
tanning; massages— unless prescribed or
performed by adoctor or chiropractor —;
skin care; gpplication of cosmetics, hair
removal; tattooing; body piercing; but NOT
haircutsor perms)
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»  Satellite broadcasting service (audio and video)

* Dryceaningandlaundry (NOT coin operated)

» Délivery charges(by avendor in connectionwith
the saleof personal property, e.g., delivery of
furnitureafter purchase)

* |ntrastatetransportation (of people, such astaxis,
limousinesand helicopter rides, but NOT public
trangt sysemsor commercid arlines)

*  Vehicdletowing

»  Snow remova service(if annua earningsfromthe
serviceare $5,000 or more)

* Provision of all these servicesrequiresa
county vendor'slicesnse, except for satellite
and snow removal, which requireaservice
vendor’slicense

Also effective July 1:

» Theexemption of sdlestax for vanpoolingis
repedl ed.

»  Theexemption of sdesof tangible persona
property used in minereclamationisrepeal ed.

»  Theexemption of thesale of 800, WATS, and
Private Communications Serviceisrepeaed,
except for salesof thesetel ephone servicesto call
centers

H.B. 95 makes several changes to the
tax code to conform with the
Streamlined Sales Tax Agreement:

»  TheAgreement iscomprised of aconsortium of
morethan 40 statesand the Digtrict of Columbia
which devel oped uniform standardsfor thetax
base, tax returns and remittances of salestaxes
among participating sates.

» Thelong-term effect of these changeswill produce
additional salestax revenueandincrease
complianceamong vendorsand consumers. While
some provisonswill resultinrevenuelossesinthe
short term, thesel osses are expected to be of f-set
by theincreasein collections of salestax by out-
of-gtate sellersfrom Ohio customers.

ra

Sales tax provisions in accordance with
the Streamlined Sales Tax Agreement:

» Expandthedefinition of exempt food to mean any
itemof nutritiona value, including bottled water
and chewinggum
— (effective duly 1, 2004, with an estimated
revenuelossin FY 05 of $21.4 million)

» Expand thedefinition of exempt prescription drugs
toincludeany medicationsprescribed or
dispensed by aphysician
— (effective July 1, 2003, with estimated revenue
lossesof $7.5millionin FY 04 and

$8.8millioninFY 05)

»  Expandthedefinition of exempt medical
equipment to include someambulatory aids
— (effective July 1, 2003, with estimated revenue
losses of $100,000in both FY 04

and FY 05)

* Replacecurrent salestax bracketswith 5/4 up/
downrounding
— (effective Jan. 1, 2006, no lost revenuein either
FY 04 or FY 05)

and FY 05)

Miscellaneous sales tax provisions,
effective July 1:

»  Exempt partsand servicesusedinrepairing and
maintaining arcraft with fractiona shareownership
(privateaircraft whoseownershipisshared by a
group of people)

— (estimated revenueloss of $400,000in both
FY 04 and FY 05)

» Capthesalestax onfractiona sharesof aircraft to
amaximum of $800 on each fractional share
— (estimated revenuelossof $2.1 millionin FY
04and $2.2millionin FY 05)

* Increasethethreshold for accelerated salestax
payment by businessesfrom $60,000 in annual
taxescollected (annud liability) to $75,000in
annud lidbility
— (estimated revenuelossof $4 millionin FY 04,
noneinFY 05)
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Temporary increase (to June 30, 2005) in
vendors' discount from .75 percentto 0.9
percent (for timely payment on or before
theduedate)

— (egtimated revenueloss of $9.0 million
inFY 04and $10.2 millionin FY 05)

Other tax provisionsinH.B. 95 eliminate
someexemptionsfor local telephone
companies(to creategreater uniformity inthe
taxation of locd, long-distanceand wireless
telecommuni cationscompanies):

Removeslocd telephone companiesfrom
thepublic utility excise (grossrecei pts)
tax, effective uly 1, 2004

Requireslocal telephone companiesto
collect salestax, effective Jan. 1, 2004
Makeslocal tel ephone companies subject
to corporatefranchisetax intax year
2004

Makeslocal tel ephone companies subject
to municipa incometax intax year 2004

Al

For moreinformation contact Taxpayer
Servicesat 1-888-405-4039



