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Ohio House Budget Proposal:  
Income Tax Cuts with No 

Business Tax Increases 
 

This week, the Ohio House Republican Leadership, led by Speaker Cliff Rosenberger, released its changes 
to the proposed state biennial budget, House Bill 64.  The legislation has been undergoing weeks of 
public testimony in the House since Governor John Kasich released his framework and proposal in 
February. The House has made sweeping changes to the proposed state budget by eliminating nearly all 
proposed tax increases, while still providing an across-the-board personal income tax (PIT) cut for 
everyone and an increased personal income tax deduction for smaller businesses. 

Background 

In mid-February, Governor John Kasich unveiled his Blueprint for a New Ohio. The Governor's proposal 
included major tax law changes which decreased taxes for some and increased taxes for others.  The tax 
proposal would have reduced the income tax burden of individuals and small business owners, while 
increasing the tax burden of many medium and most large businesses, especially C corporations.   

The House Tax Plan 

Personal Income Tax:  The House's substitute H.B. 64 (the "Sub Bill") provides for a 6.3% across-the-
board cut in personal income tax rates, which would lower the top rate from 5.333% to 4.997%.  
Governor Kasich has been pushing hard for a top rate below 5% since he took office.  If enacted, this tax 
cut would be effective for taxable years beginning in 2015. 

The Sub Bill also permanently increases the Small Business Income Deduction percentage from 50% to 
75%.  The Small Business Income Deduction allows individual owners of pass-through entities to deduct 
75% of up to $250,000 (i.e., $187,500 for single and married filing joint, or $93,750 married filing 
separate) of small business income earned in Ohio. 

To pay for these tax cuts, the House takes a number of steps.  First, the Sub Bill retains the Governor's 
plan to "means test" various personal income tax credits and deductions including the following: 

• $50 Credit for those that are 65 years of age and older 
• Lump Sum Distribution Credit 
• Retirement Income Credit 
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Under the plan, these credits are eliminated for those individuals whose Ohio adjusted gross income 
after applicable exemptions equals $100,000 or more.  The Sub Bill also eliminates the political 
contribution credit. 

Other funding sources for the income tax cuts include the use of the natural growth in revenues and 
proposed cuts of state spending of roughly $750 million.  

Business Tax Increases:  Eliminated!  

The House Sub Bill removes every business tax increase included in Governor Kasich's original proposal 
(see our SALT Buzz dated February 13, 2015 for more details).   

For example, all of the following tax increases have been eliminated by the House: 

∅ The 23% commercial activity tax (CAT) rate increase 
∅ The 8.7% state sales and use tax rate increase 
∅ The expansion of the sales and use tax to services primarily purchased by businesses and some 

individuals  
∅ The increased severance tax on oil and gas  
∅ The $1.00/pack tobacco tax increase 
∅ The new tax on vapor products 

 

Job Creation and Job Retention Tax Credit Adjustments 

Ohio often makes financial commitments to businesses through the use of Job Creation and Job 
Retention Tax Credits.  These commitments help businesses finance new investments and job 
creation/retention in Ohio.  Because the job creation and job retention tax credits are measured by 
state tax withholding, across-the-board personal income tax cuts correspondingly decrease the amount 
of the these credits.  Without corrective language, such cuts allow the state to effectively back out of its 
original financial commitments to these businesses--however, these businesses are still expected to 
keep their original investment and job commitments.  The substitute bill provides language that strives 
to avoid this problem, although it may require further refinement. 

Two New Study Committees 

The House proposes to create two new study committees, one on taxes and one on expenditures.  The 
Ohio 2020 Tax Policy Study Commission is to review the state's tax structure and policies and make 
recommendation to the General Assembly on how to maximize Ohio's competitiveness by the year 
2020.  This bi-partisan committee would be comprised of three legislators from each branch of the 
General Assembly.    
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The Tax Expenditure Committee would review all state expenditures and identify areas for savings and 
efficiencies.  This too is a bipartisan legislative committee that would be comprised of three House and 
three Senate members.  The Sub Bill also retains the Governor's proposed tax expenditure review 
committee, which would be comprised of legislators, members of the Governor's administration, and 
members of the public appointed by the Governor. 

Municipal Tax 

The Sub Bill also includes several technical corrections related to House Bill 5, the municipal income tax 
uniformity bill that was enacted last year.  The changes include the following: 

• Allows municipalities that use Ohio Adjusted Gross Income as the base of their income 
tax to allow deviations from that base and to request that the resident's Ohio 1040 form 
be included with the municipal tax return (i.e., the village of Indian Hills and city of 
Wyoming). 

• Eliminates personal liability of tax administrators for violations of taxpayer rights 
regarding municipal income tax.  The municipality remains liable. 

• Makes consistent with federal, state and current municipal law the due date for entities 
with a fiscal year-end other than a calendar year end. 

• Specifies that taxpayers that do not request an automatic federal extension may request 
an automatic municipal tax return extension.  This extension does not extend the due 
date for remitting tax. 

• Requires municipal corporations to publish a summary of the taxpayers' bill of rights and 
responsibilities online, as well as publish its municipal tax ordinances and regulations.  
This language was inadvertently deleted in Am. Sub. H.B. 5.  

 

Tax Incentive Financing Arrangements 

The House also proposes allowing township trustees of a township of over 15,000 to extend a tax 
incentive financing agreement that was in place before 1995 for an additional 15 years. 

Next Steps 

The House Finance Committee has continued to hold hearings this week on Substitute H.B. 64 and it will 
most likely be further amended.  However, we do not expect major changes to the tax provisions.  The 
goal of Leadership is to vote it out of the House by the end of next week. The bill then moves on to the 
Senate for its consideration, allowing the Senate to put its mark on the tax law changes.  We expect the 
Senate to try to sweeten the personal income tax cuts, but such cuts will need to be further funded, 
likely by other tax increases. 
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If you would like to discuss the budget bill tax provisions, please contact a Zaino Hall & Farrin 
professional.  

Thomas M. Zaino, JD, CPA 
(614) 349-4810 

tzaino@zhftaxlaw.com 

Stephen K. Hall, JD, LLM 
(614) 349-4812 

shall@zhftaxlaw.com 

Richard C. Farrin, JD 
(614) 349-4811 

rfarrin@zhftaxlaw.com 

Debora D. McGraw, JD, LLM, CPA 
(614) 349-4813 

dmcgraw@zhftaxlaw.com 

John R. Trippier, CPA 
(non-attorney professional) 

(614) 349-4815 
jtrippier@zhftaxlaw.com 

Adam L. Garn, JD, CPA, MT 
(614) 349-4814 

agarn@zhftaxlaw.com 

Brad Tomlinson 
(non-attorney professional) 

(614) 349-4818 
btomlinson@zhftaxlaw.com 

Charlotte Hickcox 
(non-attorney professional) 

(614) 349-4819 
chickcox@zhftaxlaw.com 

 
Jennifer R. Turner, CPA 

(non-attorney professional) 
(614) 349-4817 

jturner@zhftaxlaw.com 
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