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Commercial Activity Tax (CAT) (1/3)
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Ohio is unique when it comes to business taxes, because, unlike most states, it doesn't have corporate income tax or franchise tax.
Instead, Ohio has the commercial activity tax (‘CAT’), which is based on a business's gross receipts from business activities in Ohio.

CAT applies to partnerships, all types of businesses and entities (for example, sole proprietorships, LLCs, and all types of corporations) on

their taxable gross receipts in a calendar year. Gross receipts include most business types of receipts from the sale of property or
performance of a service without any deductions for costs of goods sold or other expenses. The term doesn’t include:

Interest income (other than from installment sales)

Dividends ﬁ

Capital gains *

Wages reported on IRS Form W-2 )
/L\ W

Gifts

Background and the recent amendments

From its initiation in July 2005 until 2023, the Commercial Activity Tax (CAT) in Ohio allowed
taxpayers to exclude their initial $1 million from Ohio gross receipts. For the portion exceeding

$1 million, a 0.26% rate was applied. Preceding 2024, taxpayers with less than $3 million in Ohio
sales were obligated to file and pay the CAT, and there was an annual minimum tax applicable on
a graduated scale.

M2K US Knowledge series #35 — Ohio 1



Commercial Activity Tax (2/3)

M2K Advisors

Starting in 2024, the filing and payment obligation for the CAT will be waived for taxpayers with less than $3 million in Ohio sales. In 2025,
this exemption threshold will further rise to include taxpayers with less than $6 million in Ohio sales. The 0.26% rate will persist for Ohio
receipts surpassing the adjusted exclusion amount.

Before 2024, an annual minimum tax applied to CAT taxpayers. Till 2023, the annual minimum tax applied on a graduated basis as follows:

Q 1 million or less 150

More than 1 million up to 2 million 800
More than 2 million up to 4 million 2,100
More than 4 million 2,600

Effective for tax periods beginning on or after January 1, 2024, the CAT annual

g minimum tax is eliminated.
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Due Date

Taxpayers filing as a USD 150 annual minimum taxpayer would typically file an annual CAT return. Taxpayers with more than USD 1 million
in Ohio receipts would file CAT returns on a calendar quarterly basis. After the filing of 2023 annual CAT returns, which are due on May 10,

2024, CAT annual filings will be eliminated. Beginning from 2024, only quarterly filings will be allowed.

Quarters

May 10 of the current year _ November 10 of the current year February 10 of the next year

Filling Requirements

The Ohio Department of Taxation requires that the Commercial Activity Tax return (CAT 12) to be submitted using the Ohio Business
Gateway.

M2K US Knowledge series #35 — Ohio 3



Upcoming Series “'

M2K Advisors

Please find below the list of completed alerts from the series. In case you have missed the previous alerts, click on the hyperlink USA PUBLICATIONS for
the completed alerts.

1. Delaware 19. Louisiana 37. Oregon

2. New Jersey 20. Maine 38. Pennsylvania
3.  California 21. Maryland 39. Rhode Island
4.  Alabama 22. Massachusetts 40. South Carolina
5. Alaska 23. Michigan 41. South Dakota
6. Arizona 24. Minnesota 42. Tennessee

7. Arkansas 25. Mississippi 43. Texas

8. Colorado 26. Missouri 44. Utah

9. Connecticut 27. Montana 45. Vermont

10. Columbia 28. Nebraska 46. Virginia

11. Florida 29. Nevada 47. Washington
12. Georgia 30. New Hampshire 48. West Virginia
13. Hawaii 31. New Mexico 49. Wisconsin
14. ldaho 32. New York 50. Wyoming

15. lllinois 33. North Carolina 51. Kentucky

16. Indiana 34. North Dakota

17. lowa 35. Ohio

18. Kansas 36. Oklahoma

In case you have downloaded the alert via LinkedIn, the
links might not work, refer our website for the same -
https://www.m2kadvisors.com/
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https://www.m2kadvisors.com/web/publicationusa.php
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For any queries, reach us at:
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This deck has been prepared for informational purposes only and nothing contained in this deck constitutes any legal or any other form of advice from M2K Advisors. Although
reasonable care has been taken to ensure that the information in this deck is true, such information is provided “as is”, without any warranty, express or implied as to the accuracy or

completeness of any such information. M2K Advisors do not accept any responsibility for loss occasioned to any person acting or reé'raining from action as a result of any material in
this deck. This document should not be considered as an offer or solicitation of any of the services rendered by M2K Advisors.
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