OH10 LEGISLATIVE SERVICE COMMISSION

Office of Research Legislative Budget
www.lsc.ohio.gov and Drafting Office

S.B. 325 Bill Analysis

136 General Assembly

Version: As Introduced

Primary Sponsor: Sen. Schaffer

Andrew Little, Attorney

SUMMARY

®  Excludes payments received by contractors with an obligation to pay those receipts to a
subcontractor from the definition of “gross receipts” that is used to calculate commercial
activity tax liability.

DETAILED ANALYSIS

The commercial activity tax (CAT) is a tax on the privilege of doing business in Ohio. It
applies to the gross receipts generated by businesses through the sale of goods and services. The
bill excludes payments received by a contractor under a construction contract from “gross
receipts” to the extent a subcontract requires the contractor to pay the amounts to a
subcontractor.! As a result, such receipts will not count towards the contractor’s CAT liability but
will continue to count towards the subcontractor’s liability. The bill’s exclusion applies to CAT tax
periods ending on or after the bill’s 90-day effective date.?

Under current law, a contractor can exclude amounts passed onto subcontractors from
gross receipts when acting as the client or customer’s agent.3 The bill expands the exclusion to
all instances where a subcontract requires payment to a subcontractor.

1 R.C. 5751.01(F)(2)(uu).
2 Section 3.

3 R.C. 5751.01(F)(2)(l) and Ohio Administrative Code 5703-29-13.
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