As Introduced

125th General Assembly
Regular Session H. B. No. 112
2003-2004

Representatives Gilb, Grendell, Fessler, Jolivette, Young, Faber, Raga,

Brinkman, Olman

A BILL

To amend sections 9.66, 122.152, 122.16, 122.17,
122.171, 150.07, 150.10, 901.13, 3924.66, 3924. 68,
5703. 05, 5709. 65, 5709.66, 5733.33, 5733. 40,
5733.42, 5747.01, 5747.02, 5747.05, 5747.059,
5747.062, 5747.08, 5747.11, 5747.21, 5747.211, and
5747.212 and to repeal sections 3924.71, 5747.022,
5747.023, 5747.024, 5747.025, 5747.051, 5747.054,
5747. 055, 5747.057, 5747.058, 5747.081, 5747. 26,
5747. 261, 5747.27, 5747.28, 5747.29, 5747. 30,
5747.31, 5747.32, 5747.33, 5747.34, 5747. 35,
5747.36, 5747.37, 5747.38, 5747.39, 5747.70,
5747.75, 5747.80, and 5747.98 of the Revised Code
to redesign the personal incone tax as a "flat,"

single-rate incone tax.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF OHIO:

Section 1. That sections 9.66, 122.152, 122.16, 122.17,
122. 171, 150.07, 150.10, 901.13, 3924.66, 3924.68, 5703. 05,
5709. 65, 5709.66, 5733.33, 5733.40, 5733.42, 5747.01, 5747.02,
5747.05, 5747.059, 5747.062, 5747.08, 5747.11, 5747.21, 5747.211,
and 5747.212 of the Revised Code be anended to read as foll ows:
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Sec. 9.66. (A As used in this section:

(1) "Econom c devel opnent assi stance" neans all of the

fol | owi ng:

(a) The prograns and assi stance provi ded or adm ni stered by
the departnent of devel oprment under Chapters 122. and 166. of the
Revi sed Code and any other section of the Revised Code under which
t he departnent provides or adm nisters econom ¢ devel opnent

assi st ance;

(b) The prograns and assi stance provided or adm nistered by a
political subdivision under Chapters 725. and 1728. and sections
3735.67 to 3735.70, 5709.40 to 5709.43, 5709.61 to 5709. 69,
5709.73 to 5709.75, and 5709.77 to 5709.81 of the Revised Code and
any other section of the Revised Code under which a politica

subdi vi si on provi des econon c devel opnent assi stance;

(c) Assistance provided under any other section of the
Revi sed Code under which the state or a state agency provides or

adm ni sters econoni ¢ devel opnent assi st ance;

(d) The tax credit authorized by section 5725.31, 5729.07, or

5733. 42—e+—5%4739 of the Revi sed Code.
(2) "Liability" nmeans any of the follow ng:

(a) Any delinquent tax owed the state or a politica

subdi vi sion of the state;

(b) Any noneys owed the state or a state agency for the
adm ni stration or enforcenment of the environnental | aws of the

state;

(c) Any other nobneys owed the state, a state agency, or a

political subdivision of the state that are past due.

"Liability" includes any itemdescribed in division (A)(2) of

this section that is being contested in a court of |aw
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(3) "Political subdivision" neans any county, nunici pal

corporation, or township of the state.

(4) "State agency" neans every organi zed body, office, or
agency established by the laws of the state for the exercise of

any function of state governnent.

(B) A person who applies to the state, a state agency, or a
political subdivision for econom ¢ devel opnment assi stance shal
i ndicate on the application for assistance whether the person has
any outstanding liabilities owed to the state, a state agency, or
a political subdivision. Such a person also shall authorize the
state, state agency, or political subdivision to inspect the
personal or corporate financial statenents of the applicant,
including tax records and other simlar information not open to

public inspection.

(O (1) Whoever knowi ngly nakes a fal se statenent under
division (B) of this section concerning an application for
econom ¢ devel opnent assi stance or who fails to provide any
information required by that division is ineligible for the
assi stance applied for and is ineligible for any future econom c
devel oprment assistance fromthe state, a state agency, or a

political subdivision

(2) Whoever knowi ngly makes a fal se statenent under division
(B) of this section concerning an application for econonic
devel oprment assi stance or who fails to provide any information
requi red by that division shall return any noneys received from
the state, a state agency, or a political subdivision in

connection with that application

Sec. 122.152. (A) After receiving notice of approval for an
i nvest ment of noney fromthe industrial technology and enterprise

advi sory council conmittee under section 122.151 of the Revised
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Code, an investor, within a period of tinme determ ned by the
committee, may nmake the investnent and apply to the council for a
tax credit certificate. If the council is satisfied the investor
has nade the investnent in the proper form it shall issue to the
investor a tax credit certificate indicating that the investor is
allowed a tax credit in an anpbunt equal to twenty-five per cent of

t he i nvest nent.

An investor who receives approval of a proposed investnent of
noney through a group application, after making the investnent,

shall apply for a tax credit certificate on an individual basis.

(B) An investor who is issued a tax credit certificate under
this section may claima nonrefundable credit equal to the anount
indicated on the certificate against any state tax liability other
than the tax inposed by section 5747.02 of the Revised Code. The

i nvestor shall claimthe credit for the taxable year in which the

certificate is issued.

(1) If the credit to which a taxpayer otherw se woul d be
entitled under this section for any taxable year is greater than
the tax otherw se due under division (D) of section 5707.03 or
section 5727.24 or 5727.38 of the Revised Code, the excess shall
be allowed as a credit in each of the ensuing fifteen taxable
years, but the ampunt of any excess credit allowed in an ensuing
taxabl e year shall be deducted fromthe bal ance carried forward to

the next taxable year.

(2) If the credit to which a taxpayer otherw se would be
entitled under this section for any taxable year is greater than
the tax otherwi se due under seetion5747-02 o+ Chapter 5733. of
the Revised Code, after allowing for any other credits that
precede the credit allowed under this section in the order
requi red under section 5733.98 574798 of the Revised Code, the

excess shall be allowed as a credit in each of the ensuing fifteen
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taxabl e years, but the anobunt of any excess credit allowed in an
ensui ng taxabl e year shall be deducted fromthe bal ance carried

forward to the next taxable year.

(C Any portion of a credit all owed under this section that
is utilized by an investor to reduce the investor's state tax

liability shall not be utilized by any other person.

(D) To claima tax credit allowed under this section, an
i nvestor shall attach to the appropriate return a copy of the

certificate issued to the investor under this section.

(E) Nothing in this section shall linit or disallow
pass-through treatnment of a pass-through entity's incone,
deductions, or credits, or other ampunts necessary to conpute a

state tax liability.

(F) Atax credit certificate issued to an investor under this
section may not be transferred by that investor to any other

per son.

(G (1) The industrial technol ogy and enterprise advisory
council shall develop the formof the tax credit certificate and
shall use that formwhen issuing a tax credit certificate under

this section.

(2) The industrial technol ogy and enterprise advisory counci
shall report to the tax conmi ssioner any information requested by
the comni ssioner concerning tax credit certificates issued under

this section.

(H An investnent made by an investor or group of investors
who enter into a contractual agreenent with an Chio entity to
invest noney in the Chio entity is an acceptable investnent if al

of the followi ng conditions are nmnet:

(1) The investnent is made pursuant to a subscription

agreenent providing that the investor or group of investors is
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entitled to receive a refund of funds if the investnment is not
approved by the industrial technology and enterprise advisory

counci | .

(2) The investnent is placed in escrow until the investnent
is approved by the industrial technology and enterprise advisory

counci | .

(3) The investor or group of investors shows proof of the
wi thdrawal of the funds by the Chio entity after the investnent is
approved by the industrial technology and enterprise advisory

counci | .

Sec. 122.16. (A) As used in this section:

(1) "Distressed area" nmeans either a nunicipal corporation
that has a popul ation of at least fifty thousand or a county, that

neets two of the followng criteria:

(a) Its average rate of unenploynent, during the nost recent
five-year period for which data are available, is equal to at
| east one hundred twenty-five per cent of the average rate of

unenpl oynent for the United States for the sane period.

(b) It has a per capita income equal to or bel ow eighty per
cent of the nmedian county per capita inconme of the United States
as determ ned by the nost recently avail able figures fromthe

Uni ted States census bureau.

(c)(i) In the case of a municipal corporation, at |east
twenty per cent of the residents have a total inconme for the nost

recent census year that is below the official poverty line.

(ii) I'n the case of a county, in intercensal years, the
county has a ratio of transfer paynent inconme to total county

i ncome equal to or greater than twenty-five per cent.

(2) "Eligible area” neans a distressed area, a |abor surplus

area, an inner city area, or a situational distress area.
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(3) "Eligible costs associated with a voluntary action" neans
costs incurred during the qualifying period in perfornmng a renedy
or remedial activities, as defined in section 3746.01 of the
Revi sed Code, and any costs incurred during the qualifying period
in performing both a phase | and phase Il property assessnent, as
defined in the rules adopted under section 3746.04 of the Revised
Code, provided that the performance of the phase | and phase |
property assessnent resulted in the inplenentation of the renedy

or renedial activities.

(4) "lnner city area" means, in a municipal corporation that
has a popul ati on of at |east one hundred thousand and does not
nmeet the criteria of a | abor surplus area or a distressed area,
targeted investnent areas established by the nunicipal corporation
wWithin its boundaries that are conprised of the nost recent census
bl ock tracts that individually have at |east twenty per cent of
their population at or below the state poverty |evel or other

census block tracts contiguous to such census bl ock tracts.

(5) "Labor surplus area" neans an area desighated as a | abor

surplus area by the United States departnment of | abor.

(6) "Oficial poverty line" has the sane nmeaning as in
division (A) of section 3923.51 of the Revised Code.

(7) "Partner" includes a nenber of a limted liability
conmpany formed under Chapter 1705. of the Revised Code or under
the laws of any other state if the linmted liability conpany is
not treated as a corporation for purposes of Chapter 5733. of the
Revi sed Code and is not classified as an associ ation taxable as a

corporation for federal income tax purposes.

(8) "Partnership” includes a limted liability conmpany forned
under Chapter 1705. of the Revised Code or under the | aws of any
other state if the limted liability conpany is not treated as a

corporation for purposes of Chapter 5733. of the Revised Code and
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is not classified as an association taxable as a corporation for

federal inconme tax purposes.

(9) "Qualifying period" nmeans the period that begins July 1,
1996, and ends June 30, 1999.

(10) "S corporation" nmeans a corporation that has nmade an
el ection under subchapter S of chapter one of subtitle A of the
I nternal Revenue Code for its taxable year under the Interna

Revenue Code;

(11) "Situational distress area" neans a county or a
nmuni ci pal corporation that has experienced or is experiencing a
cl osi ng or downsi zing of a najor enployer that will adversely
affect the econony of the county or nunicipal corporation. In
order for a county or rmunicipal corporation to be designated as a
situational distress area, the governing body of the county or
nmuni ci pal corporation shall submit a petition to the director of
devel oprment in the formprescribed by the director. A county or
nmuni ci pal corporation may be designated as a situational distress

area for a period not exceeding thirty-six nonths.

The petition shall include witten docunentation that

denonstrates all of the follow ng:
(a) The number of jobs |ost by the closing or downsi zi ng;

(b) The inpact that the job | oss has on the unenploynent rate
of the county or municipal corporation as neasured by the director

of job and family services;
(c) The annual payroll associated with the job |oss;

(d) The anmount of state and | ocal taxes associated with the

job | oss;

(e) The inpact that the closing or downsizing has on the

suppliers located in the county or rmunicipal corporation

(12) "Voluntary action" has the sanme meaning as in section
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3746. 01 of the Revi sed Code.

(13) "Taxpayer" nmeans a corporation subject to the tax
i mposed by section 5733.06 of the Revised Code er—ahy—person
b I . w : . C ¢ : I o
(14) "Governing body" means the board of county comm ssioners
of a county, the board of township trustees of a township, or the

| egislative authority of a rmrunicipal corporation.

(15) "Eligible site" neans property for which a covenant not

to sue has been i ssued under section 3746.12 of the Revi sed Code.

(B)(1) A taxpayer, partnership, or S corporation that has
been i ssued, under section 3746.12 of the Revised Code, a covenant
not to sue for a site by the director of environmental protection
during the qualifying period nay apply to the director of
devel oprment, in the manner prescribed by the director, to enter
into an agreenment under which the applicant agrees to economcally
redevelop the site in a manner that will create enpl oynent
opportunities and a credit will be granted to the applicant
agai nst the tax inposed by section 5733. 06 e—5747-02 of the
Revi sed Code. The application shall state the eligible costs
associated with a voluntary action incurred by the applicant. The
application shall be acconpani ed by proof, in a formprescribed by
the director of devel oprment, that the covenant not to sue has been

i ssued.

The applicant shall request the certified professional that
submitted the no further action letter for the eligible site under
section 3746. 11 of the Revised Code to submt an affidavit to the
director of devel opnent verifying the eligible costs associ ated

with the voluntary action at that site.

The director shall review the applications in the order they
are received. If the director determ nes that the applicant neets

the requirenents of this section, the director may enter into an
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greenent granting a credit against the tax inposed by section
5733. 06 e+—574702 of the Revised Code. In making the

determ nation, the director may consi der the extent to which
political subdivisions and other units of government wll
cooperate with the applicant to redevelop the eligible site. The
agreenent shall state the anobunt of the tax credit and the

reporting requirements described in division (F) of this section.

(2) The maxi mum annual anount of credits the director of

devel opment nmay grant under such agreenents shall be as follows:

1996 $5, 000, 000
1997 $10, 000, 000
1998 $10, 000, 000
1999 $5, 000, 000

For any year in which the director of devel opnent does not
grant tax credits under this section equal to the nmaxi mum annual
anount, the anmount not granted for that year shall be added to the
maxi num annual anmount that nay be granted for the foll owi ng year.
However, the director shall not grant any tax credits under this

section after June 30, 1999.

(O (1) If the covenant not to sue was issued in connection
wWth a site that is not located in an eligible area, the credit
amount is equal to the lesser of five hundred thousand dollars or
ten per cent of the eligible costs associated with a voluntary

action incurred by the taxpayer, partnership, or S corporation.

(2) If a covenant not to sue was issued in connection with a
site that is located in an eligible area, the credit anount is
equal to the lesser of seven hundred fifty thousand dollars or
fifteen per cent of the eligible costs associated with a voluntary

action incurred by the taxpayer, partnership, or S corporation.

(3) A taxpayer, partnership, or S corporation that has been

i ssued covenants not to sue under section 3746.12 of the Revised
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Code for nore than one site may apply to the director of

devel opment to enter into nore than one agreement granting a
credit against the tax inposed by section 5733. 06 er—57474-02 of
the Revi sed Code.

(4) For each year for which a taxpayer, partnership, or S
corporation has been granted a credit under an agreenment entered
into under this section, the director of devel opnent shall issue a
certificate to the taxpayer, partnership, or S corporation
i ndi cating the ambunt of the credit the taxpayer, the partners of
the partnership, or the sharehol ders of the S corporation nmay
claimfor that year, not including any anount that nmay be carried
forward from previous years under section 5733. 34 er—5747+32 of
t he Revi sed Code.

(D) (1) Each agreenment entered into under this section shal
i ncorporate a comitnent by the taxpayer, partnership, or S
corporation not to permt the use of an eligible site to cause the
rel ocati on of enploynment positions to that site fromelsewhere in
this state, except as otherw se provided in division (D)(2) of
this section. The commi tnent shall be binding on the taxpayer
partnership, or S corporation for the I esser of five years from
the date the agreenent is entered into or the nunber of years the
t axpayer, partnership, or S corporation is entitled to claimthe

tax credit under the agreenent.

(2) An eligible site nay be the site of enpl oynent positions
rel ocated fromel sewhere in this state if the director of

devel oprment determ nes both of the foll ow ng:

(a) That the site fromwhich the enploynent positions would
be relocated is inadequate to neet market and industry conditions,
expansi on plans, consolidation plans, or other business

consi derations affecting the relocating enpl oyer;

(b) That the governing body of the county, township, or
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nmuni ci pal corporation fromwhich the enpl oynent positions would be

rel ocated has been notified of the possible relocation.

For purposes of this section, the novenent of an enpl oynent
position fromone political subdivision to another political
subdi vi sion shall be considered a relocation of an enpl oynent
position, but the transfer of an individual enployee from one
political subdivision to another political subdivision shall not
be considered a relocation of an enploynent position as |ong as
the individual's enploynment position in the first political

subdivision is refilled.

(E) A taxpayer, partnership, or S corporation that has
entered into an agreenment granting a credit against the tax
i nposed by section 5733.06 e—5%47-02 of the Revised Code that
subsequently recovers in a lawsuit or settlenent of a |awsuit at
| east seventy-five per cent of the eligible costs associated with
a voluntary action shall not claimany credit anount renaining,
i ncluding any anounts carried forward fromprior years, beginning
with the taxable year in which the judgnent in the lawsuit is

entered or the settlenment is finally agreed to.

Any amount of credit that a taxpayer, partnership, or S
corporation may not claimby reason of this division shall not be
consi dered to have been granted for the purpose of determ ning the
total anount of credits that may be issued under division (B)(2)

of this section.

(F) Each year for which a taxpayer, partnership, or S
corporation clains a credit under section 5733.34 e 5747432 of
the Revi sed Code, the taxpayer, partnership, or S corporation

shall report the following to the director of devel oprment:

(1) The status of all cost recovery litigation described in
division (E) of this section to which it was a party during the

previ ous year;
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(2) Confirmation that the covenant not to sue has not been

revoked or has not been voi ded;

(3) Confirmation that the taxpayer, partnership, or S
corporation has not pernmitted the eligible site to be used in such
a manner as to cause the relocation of enployment positions from
el sewhere in this state in violation of the conmtnent required

under division (D) of this section

(4) Any other information the director of devel opnent

requires to performthe director's duties under this section.

(G The director of devel opnent shall annually certify, by
the first day of January of each year during the qualifying
period, the eligible areas for the cal endar year that includes

that first day of January.

(H) The director of devel opnment, in accordance with Chapter
119. of the Revised Code, shall adopt rules necessary to inplenent
this section, including rules prescribing forns required for

admi ni stering this section.

Sec. 122.17. (A) As used in this section:

(1) "Full-time enpl oyee" nmeans an individual who is enpl oyed
for consideration for at least thirty-five hours a week, or who
renders any ot her standard of service generally accepted by custom

or specified by contract as full-tinme enploynent.
(2) "New enpl oyee" neans one of the follow ng:

(a) Afull-time enployee first enployed by a taxpayer in the
project that is the subject of the agreenent after the taxpayer
enters into a tax credit agreenment with the tax credit authority

under this section

(b) Afull-tinme enployee first enployed by a taxpayer in the

project that is the subject of the tax credit after the tax credit
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authority approves a project for a tax credit under this section
in a public neeting, as long as the taxpayer enters into the tax
credit agreenent prepared by the department of devel opnent after
such neeting within sixty days after receiving the agreenent from
the departnent. If the taxpayer fails to enter into the agreenent
within sixty days, "new enployee" has the sane neani ng as under
division (A)(2)(a) of this section

Under division (A (2)(a) or (b) of this section, if the tax
credit authority determines it appropriate, "new enployee" al so
may include an enployee re-hired or called back fromlay-off to
work in a new facility or on a new product or service established
or produced by the taxpayer after entering into the agreenent
under this section or after the tax credit authority approves the
tax credit in a public neeting. "New enpl oyee" does not include
any enpl oyee of the taxpayer who was previously enployed in this
state by a related nenber of the taxpayer and whose enpl oynent was
shifted to the taxpayer after the taxpayer entered into the tax
credit agreement or after the tax credit authority approved the
credit in a public nmeeting, or any enpl oyee of the taxpayer for
whi ch the taxpayer has been granted a certificate under division
(B) of section 5709.66 of the Revised Code. "New enpl oyee" al so
does not include an enpl oyee of the taxpayer who is enployed in an
enpl oynent position that was relocated to a project from other
operations of the taxpayer in this state or fromoperations of a

n

rel ated nenber of the taxpayer in this state. In addition, "new
enpl oyee" does not include a child, grandchild, parent, or spouse,
ot her than a spouse who is legally separated fromthe individual

of any individual who is an enpl oyee of the taxpayer and who has a
direct or indirect ownership interest of at |east five per cent in
the profits, capital, or value of the taxpayer. Such ownership
interest shall be determ ned in accordance with section 1563 of

the Internal Revenue Code and regul ati ons prescribed thereunder
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(3) "New inconme tax revenue" neans the total anount withheld
under section 5747.06 of the Revised Code by the taxpayer during
the taxable year fromthe conpensation of new enpl oyees for the
tax | evied under Chapter 5747. of the Revised Code.

(4) "Related nenber" has the sane neaning as under division
(A)(6) of section 5733.042 of the Revised Code without regard to

division (B) of that section.

(B) The tax credit authority nmay nmake grants under this
section to foster job creation in this state. Such a grant shal
take the formof a refundable credit all owed agai nst the tax
i nposed by section 5733.06 er—5#474-02 of the Revised Code. The
credit shall be clainmed for the taxable years specified in the
taxpayer's agreenment with the tax credit authority under division
(D) of this section. The credit shall be clained after the
al | onance of all other credits provided by Chapter 5733. er—5747-
of the Revised Code. The anmount of the credit equals the new
i ncone tax revenue for the taxable year nultiplied by the
percentage specified in the agreement with the tax credit

authority.

(O A taxpayer or potential taxpayer who proposes a project
to create new jobs in this state may apply to the tax credit
authority to enter into an agreenent for a tax credit under this
section. The director of devel opnent shall prescribe the form of
the application. After receipt of an application, the authority
may enter into an agreenent with the taxpayer for a credit under

this section if it determines all of the follow ng:

(1) The taxpayer's project will create new jobs in this

st at e;

(2) The taxpayer's project is economcally sound and w ||
benefit the people of this state by increasing opportunities for

enpl oynent and strengthening the econony of this state;
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(3) Receiving the tax credit is a mgjor factor in the

taxpayer's decision to go forward with the project.

(D) An agreenent under this section shall include all of the

fol |l ow ng:

(1) A detailed description of the project that is the subject

of the agreenent;

(2) The termof the tax credit, which shall not exceed ten
years, and the first taxable year for which the credit may be

cl ai ned;

(3) Arequirenment that the taxpayer shall naintain operations
at the project location for at |east twi ce the nunber of years as

the termof the tax credit;

(4) The percentage, as determined by the tax credit
authority, of new inconme tax revenue that will be allowed as the

anmount of the credit for each taxable year;

(5) A specific nmethod for determ ning how nmany new enpl oyees

are enpl oyed during a taxable year;

(6) Arequirenment that the taxpayer annually shall report to
the director of devel opnent the nunber of new enpl oyees, the new
i ncone tax revenue withheld in connection with the new enpl oyees,
and any other information the director needs to performhbis the

director's duties under this section

(7) Arequirenment that the director of devel opnent annually
shall verify the anounts reported under division (D)(6) of this
section, and after doing so shall issue a certificate to the

taxpayer stating that the anounts have been verified;

(8)(a) A provision requiring that the taxpayer, except as
ot herwi se provided in division (D)(8)(b) of this section, shal
not relocate enploynment positions fromelsewhere in this state to

the project site that is the subject of the agreenent for the
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| esser of five years fromthe date the agreenent is entered into
or the nunber of years the taxpayer is entitled to claimthe tax

credit.

(b) The taxpayer nmay relocate enploynent positions from
el sewhere in this state to the project site that is the subject of
the agreenent if the director of devel opnent determ nes both of

the foll ow ng:

(i) That the site fromwhich the enpl oynent positions would
be relocated is inadequate to neet market and industry conditions,
expansi on pl ans, consolidation plans, or other business

consi derations affecting the taxpayer;

(ii) That the legislative authority of the county, township,
or muni ci pal corporation fromwhich the enploynent positions would

be rel ocated has been notified of the relocation.

For purposes of this section, the novenent of an enpl oynent
position fromone political subdivision to another political
subdi vi si on shall be considered a relocation of an enpl oynment
position, but the transfer of an individual enployee from one
political subdivision to another political subdivision shall not
be considered a relocation of an enploynent position as |long as
the individual's enploynment position in the first political

subdivision is refilled.

(E) If a taxpayer fails to neet or conply with any condition
or requirenent set forth in a tax credit agreenent, the tax credit
authority nay amend the agreenent to reduce the percentage or term
of the tax credit. The reduction of the percentage or term shal
take effect in the taxable year imediately follow ng the taxable
year in which the authority amends the agreenent. If the taxpayer
rel ocates enpl oynent positions in violation of the provision
requi red under division (D)(8)(a) of this section, the taxpayer

shall not claimthe tax credit under section 5733.0610 of the
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Revi sed Code for any tax years followi ng the cal endar year in
whi ch the relocati on occur s—oer—shallnotclaimthe tax—credit
I . . : . I o s I N .
hich t] | . I I N .

(F) Projects that consist solely of point-of-final-purchase
retail facilities are not eligible for a tax credit under this
section. If a project consists of both point-of-final-purchase
retail facilities and nonretail facilities, only the portion of
the project consisting of the nonretail facilities is eligible for
a tax credit and only the new i nconme tax revenue from new
enpl oyees of the nonretail facilities shall be considered when
computing the anmount of the tax credit. If a warehouse facility is
part of a point-of-final-purchase retail facility and supplies
only that facility, the warehouse facility is not eligible for a
tax credit. Catalog distribution centers are not consi dered
poi nt-of -final -purchase retail facilities for the purposes of this

division, and are eligible for tax credits under this section.

(G Financial statenents and other information submitted to
t he departnment of devel opment or the tax credit authority by an
applicant or recipient of a tax credit under this section, and any
i nformati on taken for any purpose from such statenments or
information, are not public records subject to section 149. 43 of
the Revised Code. However, the chairperson of the authority may
nmake use of the statenents and other information for purposes of
i ssuing public reports or in connection with court proceedings
concerning tax credit agreenents under this section. Upon the
request of the tax comm ssioner, the chairperson of the authority
shal |l provide to the commi ssioner any statement or information
submtted by an applicant or recipient of a tax credit in
connection with the credit. The conm ssioner shall preserve the

confidentiality of the statement or informtion.

(H A taxpayer claimng a credit under this section shal
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subnit to the tax conmi ssioner a copy of the director of

devel oprment's certificate of verification under division (D)(7) of
this section for the taxable year. However, failure to subnit a

copy of the certificate does not invalidate a claimfor a credit.

(1) The director of devel opnent, after consultation with the
tax conm ssioner and in accordance with Chapter 119. of the
Revi sed Code, shall adopt rules necessary to inplenent this
section. The rules may provide for recipients of tax credits under
this section to be charged fees to cover adninistrative costs of
the tax credit program At the time the director gives public
noti ce under division (A) of section 119.03 of the Revised Code of
the adoption of the rules, the director shall submt copies of the
proposed rules to the chairpersons of the standing conmittees on
econom ¢ devel opnent in the senate and the house of

representatives.

(J) For the purposes of this section, a taxpayer nay include
a partnership, a corporation that has made an el ecti on under
subchapter S of chapter one of subtitle A of the Internal Revenue
Code, or any other business entity through which inconme flows as a
di stributive share to its owners. A credit received under this
section by a partnership, S-corporation, or other such business
entity shall be apportioned anbng the persons to whomthe incone
or profit of the partnership, S-corporation, or other entity is
di stributed, in the sanme proportions as those in which the incone

or profit is distributed.

(K)y If the director of devel opment deternines that a taxpayer
who has received a credit under this section is not conplying with
the requirement under division (D)(3) of this section, the
director shall notify the tax credit authority of the
nonconpl i ance. After receiving such a notice, and after giving the
taxpayer an opportunity to explain the nonconpliance, the tax

credit authority may require the taxpayer to refund to this state
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a portion of the credit in accordance with the foll ow ng:

(1) If the taxpayer mmintai ned operations at the project
| ocation for at |east one and one-half tinmes the nunber of years
of the termof the tax credit, an amount not exceeding twenty-five
per cent of the sumof any previously allowed credits under this

secti on;

(2) If the taxpayer mmintained operations at the project
| ocation for at |east the nunber of years of the termof the tax
credit, an anount not exceeding fifty per cent of the sum of any

previously allowed credits under this section;

(3) If the taxpayer maintai ned operations at the project
location for I ess than the nunber of years of the termof the tax
credit, an anmount not exceedi ng one hundred per cent of the sum of

any previously allowed credits under this section.

In determining the portion of the tax credit to be refunded
to this state, the tax credit authority shall consider the effect
of market conditions on the taxpayer's project and whether the
taxpayer continues to nmmintain other operations in this state.
After making the deternination, the authority shall certify the
amount to be refunded to the tax comm ssioner. The conm ssi oner
shal | make an assessment for that amount agai nst the taxpayer
under Chapter 5733. er5747— of the Revised Code. The tine
limtations on assessnents under Chapter 5733. e+5747- of the
Revi sed Code do not apply to an assessnent under this division,
but the conm ssioner shall make the assessnment within one year
after the date the authority certifies to the conmi ssioner the

amount to be refunded.

(L) On or before the thirty-first day of March each year, the
di rector of devel opnent shall submt a report to the governor, the
president of the senate, and the speaker of the house of

representatives on the tax credit program under this section. The

Page 20

572

573
574
575
576
577

578
579
580
581

582
583
584
585

586
587
588
589
590
591
592
593
594
595
596
597
598

599
600
601
602



H. B. No. 112

As Introduced

report shall include information on the nunber of agreenents that
were entered into under this section during the precedi ng cal endar
year, a description of the project that is the subject of each
such agreenent, and an update on the status of projects under

agreenents entered into before the precedi ng cal endar year

During the fifth year of the tax credit program the director
of devel opnment in conjunction with the director of budget and
managenent shall conduct an evaluation of it. The eval uati on shal
i ncl ude assessnents of the effectiveness of the programin
creating new jobs in this state and of the revenue inpact of the
program and may include a review of the practices and experiences
of other states with sinmilar prograns. The director of devel opnent
shall submt a report on the evaluation to the governor, the
presi dent of the senate, and the speaker of the house of

representatives on or before January 1, 1998.

(M There is hereby created the tax credit authority, which
consi sts of the director of devel opnent and four other nenbers
appoi nted as follows: the governor, the president of the senate,
and the speaker of the house of representatives each shall appoint
one nmenber who shall be a specialist in econom c devel opnent; the
governor also shall appoint a nmenber who is a specialist in
taxation. O the initial appointees, the nenbers appointed by the
governor shall serve a termof two years; the nenbers appointed by
the president of the senate and the speaker of the house of
representatives shall serve a termof four years. Thereafter,
terms of office shall be for four years. Initial appointnents to
the authority shall be made within thirty days after January 13,
1993. Each nenber shall serve on the authority until the end of
the termfor which the nenber was appoi nted. Vacancies shall be
filled in the same manner provided for original appointnents. Any
nmenber appointed to fill a vacancy occurring prior to the

expiration of the termfor which the nenber's predecessor was
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appoi nted shall hold office for the remai nder of that term
Menbers may be reappointed to the authority. Menbers of the
authority shall receive their necessary and actual expenses while
engaged in the business of the authority. The director of

devel oprment shall serve as chairperson of the authority, and the
menbers annual |y shall el ect a vice-chairperson from anong

t hensel ves. Three nenbers of the authority constitute a quorumto
transact and vote on the business of the authority. The ngjority
vote of the nenbership of the authority is necessary to approve

any such business, including the election of the vice-chairperson.

The director of devel opment may appoi nt a professional
enpl oyee of the departnent of devel opnent to serve as the
director's substitute at a neeting of the authority. The director
shal |l make the appointnment in witing. In the absence of the
director froma neeting of the authority, the appointed substitute
shal |l serve as chairperson. In the absence of both the director
and the director's substitute froma neeting, the vice-chairperson

shal | serve as chairperson

Sec. 122.171. (A) As used in this section:

(1) "Capital investnment project"” nmeans a plan of investnent
at a project site for the acquisition, construction, renovation,
or repair of buildings, machinery, or equipnment, or for
capitalized costs of basic research and new product devel opnent
determ ned in accordance with generally accepted accounting

principles, but does not include any of the follow ng:

(a) Paynments nmade for the acquisition of personal property

t hrough operating | eases;

(b) Project costs paid before January 1, 2002, or after
December 31, 2006;

(c) Paynments nmade to a related nenber as defined in section
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5733. 042 of the Revi sed Code.

(2) "Eligible business" neans a business with Chio operations

satisfying all of the follow ng:

(a) Enpl oyed an average of at |east one thousand enpl oyees in
full -tinme enploynment positions at a project site during each of
the twel ve nonths preceding the application for a tax credit under

this section; and

(b) On or after January 1, 2002, has made paynents for the

capital investnent project of either of the follow ng:

(i) At least two hundred nillion dollars in the aggregate at
the project site during a period of three consecutive cal endar
years including the cal endar year that includes a day of the
taxpayer's taxable year with respect to which the credit is

gr ant ed;

(ii) If the average wage of all full-tinme enpl oynment
positions at the project site is greater than four hundred per
cent of the federal m ninmumwage, at |east one hundred nillion
dollars in the aggregate at the project site during a period of
three consecutive cal endar years including the cal endar year that
i ncludes a day of the taxpayer's taxable year with respect to

which the credit is granted.

(c) Is engaged at the project site primarily as a
manuf acturer or is providing significant corporate adninistrative

functions;

(d) Has had a capital investnment project reviewed and
approved by the tax credit authority as provided in divisions (O,
(D), and (E) of this section

(3) "Full-time enpl oynent position" neans a position of
enpl oynent for consideration for at least thirty-five hours a week

that has been filled for at |east one hundred eighty days
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i medi ately preceding the filing of an application under this
section and for at |east one hundred ei ghty days during each

taxabl e year with respect to which the credit is granted.

(4) "Manufacturer" has the sane neaning as in section
5739. 011 of the Revised Code.

(5) "Project site" neans an integrated conplex of facilities
inthis state, as specified by the tax credit authority under this
section, within a fifteen-mle radi us where a taxpayer is

primarily operating as an eligible business.

(B) The tax credit authority created under section 122.17 of
the Revised Code may grant tax credits under this section for the
pur pose of fostering job retention in this state. Upon application
by an eligible business and upon consideration of the
recomendati on of the director of budget and nanagenent, tax
conmi ssioner, and director of devel opnent under division (C of
this section, the tax credit authority nay grant to an eligible
busi ness a nonrefundabl e credit against the tax inposed by section
5733. 06 e+—574702 of the Revised Code for a period up to ten
taxabl e years. The credit shall be in an ambunt not exceedi ng
seventy-five per cent of the Chio incone tax wi thheld fromthe
enpl oyees of the eligible business occupying full-time enpl oynent
positions at the project site during the cal endar year that
i ncludes the | ast day of such business' taxable year with respect
to which the credit is granted. The anount of the credit shall not
be based on the Chio incone tax withheld fromfull-tine enpl oyees
for a calendar year prior to the cal endar year in which the
m ni num i nvestment requirement referred to in division (A)(2)(b)
of this section is conpleted. The credit shall be clained only for
the taxabl e years specified in the eligible business' agreenent
with the tax credit authority under division (E) of this section
but in no event shall the credit be clained for a taxable year

terminating before the date specified in the agreenent.
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Any unused portion of a tax credit may be carried forward for
not nore than three additional years after the year for which the

credit is granted.

(O A taxpayer that proposes a capital investnment project to
retain jobs in this state may apply to the tax credit authority to
enter into an agreenent for a tax credit under this section. The
di rector of devel opnent shall prescribe the formof the
application. After receipt of an application, the authority shal
forward copies of the application to the director of budget and
managenent, the tax conmmi ssioner, and the director of devel opnent,
each of whom shall review the application to determ ne the
econom ¢ i npact the proposed project would have on the state and
the affected political subdivisions and shall submt a summary of
their determ nations and recommendati ons to the authority. The
authority shall nmake no agreenents under this section after June
30, 2007.

(D) Upon review of the determ nations and recomendati ons
described in division (C) of this section, the tax credit
authority may enter into an agreenent with the taxpayer for a
credit under this section if the authority determ nes all of the

foll ow ng:

(1) The taxpayer's capital investnent project will result in

the retention of full-time enploynent positions in this state.

(2) The taxpayer is econonically sound and has the ability to

conpl ete the proposed capital investnment project.

(3) The taxpayer intends to and has the ability to maintain
operations at the project site for at least twice the termof the

credit.

(4) Receiving the credit is a mpjor factor in the taxpayer's

deci sion to begin, continue with, or conplete the project.

Page 25

727
728
729

730
731
732
733
734
735
736
737
738
739
740
741
742

743
744
745
746
747

748
749

750
751

752
753
754

755
756



H. B. No. 112
As Introduced

(5) The political subdivisions in which the project is
| ocat ed have agreed to provide substantial financial support to

the project.

(E) An agreenment under this section shall include all of the

foll ow ng:

(1) A detailed description of the project that is the subject
of the agreenent, including the amount of the investnent, the
peri od over which the investnent has been or is being made, and

the nunmber of full-tinme enploynent positions at the project site.

(2) The nethod of calculating the nunber of full-tine
enpl oyment positions as specified in division (A)(3) of this

section.

(3) The term and percentage of the tax credit, and the first

year for which the credit may be cl ai ned.

(4) A requirenment that the taxpayer nmintain operations at
the project site for at |east twice the nunber of years as the

termof the credit.

(5) Arequirenment that the taxpayer retain a specified nunber
of full-tinme enploynment positions at the project site and within
this state for the termof the credit, including a requirenent
that the taxpayer continue to enploy at |east one thousand
enpl oyees in full-tinme enploynent positions at the project site
during the entire termof any agreenent, subject to division
(E)(7) of this section

(6) Arequirenment that the taxpayer annually report to the
di rector of devel opnment the nunber of full-time enpl oynent
positions subject to the credit, the anbunt of tax w thheld from
enpl oyees in those positions, the amount of the paynents made for
the capital investnment project, and any other information the

director needs to performthe director's duties under this
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(7) Arequirement that the director of devel opnent annually
review the annual reports of the taxpayer to verify the
i nformation reported under division (E)(6) of this section and
compliance with the agreenent. Upon verification, the director
shall issue a certificate to the taxpayer stating that the
i nformati on has been verified and identifying the anount of the
credit for the taxable year. The director shall not issue a
certificate for any year in which the total nunber of filled
full-tinme enploynment positions for each day of the cal endar year
di vided by three hundred sixty-five is less than ninety per cent
of the full-tinme enploynent positions specified in division (E)(5)
of this section. In deternm ning the nunber of full-time enpl oynent
positions, no position shall be counted that is filled by an
enpl oyee who is included in the calculation of a tax credit under
section 122.17 of the Revised Code.

(8)(a) A provision requiring that the taxpayer, except as
ot herwi se provided in division (E)(8)(b) of this section, shal
not relocate enploynent positions fromelsewhere in this state to
the project site that is the subject of the agreenent for the
| esser of five years fromthe date the agreenment is entered into
or the nunmber of years the taxpayer is entitled to claimthe

credit.

(b) The taxpayer nay relocate enploynent positions from
el sewhere in this state to the project site that is the subject of
the agreenent if the director of devel opnent determn nes both of

the foll ow ng:

(i) That the site fromwhich the enploynent positions would
be relocated is inadequate to neet market and industry conditions,
expansi on pl ans, consolidation plans, or other business

consi derations affecting the taxpayer;
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(ii) That the legislative authority of the county, township,
or nmunici pal corporation fromwhich the enpl oynent positions would

be rel ocated has been notified of the rel ocation.

For purposes of this section, the novenent of an enpl oynent
position fromone political subdivision to another politica
subdi vi sion shall be considered a relocation of an enpl oynent
position unless the novenent is confined to the project site. The
transfer of an individual enployee fromone political subdivision
to another political subdivision shall not be considered a
rel ocati on of an enpl oynent position as |long as the individual's
enpl oynent position in the first political subdivision is

refill ed.

(9) A waiver by the taxpayer of any limtations periods
relating to assessnents or adjustnents resulting fromthe

taxpayer's failure to conply with the agreenent.

(F) If a taxpayer fails to neet or conply with any condition
or requirenent set forth in a tax credit agreenent, the tax credit
authority nay amend the agreenent to reduce the percentage or term
of the credit. The reduction of the percentage or termshall take
effect in the taxable year i mediately followi ng the taxable year
in which the authority amends the agreenment. If the taxpayer
rel ocates enpl oynment positions in violation of the provision
requi red under division (D)(8)(a) of this section, the taxpayer
shall not claimthe tax credit under section 5733.0610 of the
Revi sed Code for any tax years follow ng the cal endar year in
whi ch the rel ocati on occur s—ef—shaH—net—elatmthetax—eredit

I : . e ) . I ot I N :
hich t] I . I I N .

(G Financial statenments and other information submtted to

the departnent of devel opment or the tax credit authority by an

applicant for or recipient of a tax credit under this section, and
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any information taken for any purpose fromsuch statenments or
information, are not public records subject to section 149.43 of
the Revi sed Code. However, the chairperson of the authority may
make use of the statements and other information for purposes of
i ssuing public reports or in connection with court proceedings
concerning tax credit agreenents under this section. Upon the
request of the tax conm ssioner, the chairperson of the authority
shall provide to the conmm ssioner any statenent or other
informati on submtted by an applicant for or recipient of a tax
credit in connection with the credit. The conm ssioner shall
preserve the confidentiality of the statenment or other

i nformati on.

(H A taxpayer claimng a tax credit under this section shall
submit to the tax comm ssioner a copy of the director of
devel oprment's certificate of verification under division (E)(7) of
this section for the taxable year. However, failure to subnit a

copy of the certificate does not invalidate a claimfor a credit.

(I') For the purposes of this section, a taxpayer nay include
a partnership, a corporation that has nmade an el ecti on under
subchapter S of chapter one of subtitle A of the Internal Revenue
Code, or any other business entity through which inconme flows as a
distributive share to its owners. A tax credit received under this
section by a partnership, S-corporation, or other such business
entity shall be apportioned anong the persons to whomthe incone
or profit of the partnership, S-corporation, or other entity is
di stributed, in the same proportions as those in which the incone

or profit is distributed.

(J) If the director of devel opnent determi nes that a taxpayer
that received a tax credit under this section is not conplying
with the requirement under division (E)(4) of this section, the
director shall notify the tax credit authority of the

nonconpl i ance. After receiving such a notice, and after giving the
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taxpayer an opportunity to explain the nonconpliance, the
authority nay ternminate the agreenent and require the taxpayer to
refund to the state all or a portion of the credit clained in

previ ous years, as follows:

(1) If the taxpayer nmaintai ned operations at the project site
for less than the termof the credit, the anount required to be
refunded shall not exceed the anpbunt of any tax credits previously

al l owed and recei ved under this section.

(2) If the taxpayer mmintai ned operations at the project site
| onger than the termof the credit but |ess than one and one-hal f
times the termof the credit, the anount required to be refunded
shall not exceed fifty per cent of the sumof any tax credits

previously all owed and recei ved under this section.

(3) If the taxpayer nmintai ned operations at the project site
for at |east one and one-half tines the termof the credit but
less than twice the termof the credit, the amount required to be
refunded shall not exceed twenty-five per cent of the sum of any

tax credits previously allowed and received under this section.

In determning the portion of the credit to be refunded to
this state, the authority shall consider the effect of market
conditions on the taxpayer's project and whether the taxpayer
continues to maintain other operations in this state. After making
the deternination, the authority shall certify the anount to be
refunded to the tax conm ssioner. The commi ssioner shall make an
assessnent for that anmount agai nst the taxpayer under Chapter
5733. e+—5#474— of the Revised Code. The tine limtations on
assessnments under Chapter 5733. er5747— of the Revised Code do
not apply to an assessnent under this division, but the
comm ssioner shall nake the assessnent within one year after the
date the authority certifies to the conmm ssioner the anount to be

r ef unded.
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If the director of devel opnent determ nes that a taxpayer
that received a tax credit under this section has reduced the
nunber of enpl oyees agreed to under division (E)(5) of this
section by nore than ten per cent, the director shall notify the
tax credit authority of the nonconpliance. After receiving such
notice, and after providing the taxpayer an opportunity to explain
t he nonconpliance, the authority may anend the agreenent to reduce
the percentage or termof the tax credit. The reduction in the
percentage or termshall take effect in the taxable year in which

the authority anends the agreenent.

(K) The director of devel opment, after consultation with the
tax conmmi ssioner and in accordance with Chapter 119. of the
Revi sed Code, shall adopt rules necessary to inplement this
section. The rules nay provide for recipients of tax credits under
this section to be charged fees to cover adninistrative costs of
the tax credit program At the time the director gives public
noti ce under division (A of section 119.03 of the Revised Code of
t he adoption of the rules, the director shall submt copies of the
proposed rules to the chairpersons of the standing conmttees on
econom ¢ devel opnent in the senate and the house of

representatives.

(L) On or before the thirty-first day of March of each year,
the director of devel opment shall submit a report to the governor
the president of the senate, and the speaker of the house of
representatives on the tax credit program under this section. The
report shall include information on the nunber of agreenents that
were entered into under this section during the precedi ng cal endar
year, a description of the project that is the subject of each
such agreenent, and an update on the status of projects under

agreenents entered into before the precedi ng cal endar year.

Sec. 150.07. (A) For the purpose stated in section 150.01 of
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the Revised Code, the authority nmay authorize a lender to claim
one of the tax credits all owed under section 5725.19, 5729.08, or
5733. 49—e+5747-80 of the Revised Code. The credits shall be
authorized by a witten contract with the I ender. The contract
shal |l specify the ternms under which the I ender may claimthe
credit, including the anount of loss, if any, the |ender nust

i ncur before the lender may claimthe credit; specify that the
credit shall not exceed the anobunt of the loss; and specify that
the lender nay claimthe credit only for a loss certified by a
program adm ni strator to the authority under the procedures
prescribed under division (B)(6) of section 150.05 of the Revised
Code.

(B) Tax credits nmay be authorized at any tine after the
authority establishes the investnent policy under section 150.03
of the Revised Code, but a tax credit so authorized may not be
claimed until the beginning of the fifth year after the authority
establishes the investnent policy. Atax credit nay not be clained
after June 30, 2026.

(O Upon receiving certification of a lender's loss froma
program adm ni strator pursuant to the procedures in the investnent
policy, the authority shall issue a tax credit certificate to the
| ender, except as otherwi se provided in division (D) of this
section. The authority shall not issue a certificate until the
| ender, in the manner prescribed by the authority, elects to
receive a refundabl e or nonrefundable tax credit. The el ecti on,
once made, is irrevocable. The certificate shall state the anount
of the credit, whether the credit is refundable or nonrefundabl e,
and the cal endar year, under section 5725.19 or 5729.08, or the
tax year, under section 5733. 49—er—thetaxableyear—under—seection
574780 of the Revised Code, for which the credit may be cl ai med.
The authority, in conjunction with the tax conmi ssioner, shal

devel op a systemfor issuing tax credit certificates for the
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pose of verifying that any credit clained is a credit issued under
this section and is properly taken in the year specified in the

certificate and in conpliance with division (B) of this section.

(D) The authority shall not, in any fiscal year, issue tax
credit certificates in a total amount exceeding twenty mllion

dol | ars.

Sec. 150.10. (A) On the first day of January of the second
year after the date of entering into an agreenent under section
150. 05 of the Revised Code and of each ensuing year, the authority
shall file with the clerk of the house of representatives, the
clerk of the senate, and the chairpersons of the house and senate
standi ng comm ttees predom nantly concerned with econom c
devel opmrent a witten report on the Chio venture capital program

The report shall include all the follow ng:

(1) A description of the details of the investnent policy
established or nodified in accordance with sections 150.03 and
150. 04 of the Revi sed Code;

(2) The authority's assessnent of the program s achi evenent

of its purpose stated in section 150.01 of the Revised Code;

(3) The value of tax credit certificates issued by the
authority under section 150.07 of the Revised Code in each fisca

year ending on or before the preceding thirtieth day of June;

(4) The amount of tax credits clainmed pursuant to section
5725.19, 5729.08, or 5733.49—e+ 574780 of the Revised Code, as

to the respective taxes invol ved;
(5) The financial status of the Ohio venture capital fund;

(6) The names of venture capital funds in which noney from
the program fund has been invested and the |ocations of their

principal offices, and the nanes of the enterprises in which each
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of those venture capital funds has invested such noney and the

| ocations of those enterprises' principal offices;

(7) Any recomrendations for nodifying the programto better

achi eve the purpose stated in section 150.01 of the Revised Code.

(B) During each year that a report is issued under division
(A) of this section, the chairperson of the authority, or another
nmenber of the authority designated by the chairperson as the
authority's representative, shall be required to appear in person
before the standing committees of the house and senate
predom nantly concerned with econonic devel opnent to give
testinony concerning the status of the Chio venture capital

pr ogr am

Sec. 901.13. (A) As used in this section:

(1) "Ethanol" has the same nmeaning as in section 5733.46 of
t he Revi sed Code.

(2) "Facility" means an ethanol production plant that will be

| ocated in this state.

(B) There is hereby created the ethanol incentive board. The
board shall consist of the following five nmenbers: the director of
agricul ture, who shall serve as chairperson of the board, the
di rector of devel opnent, the executive director of the Chio air
qgual ity devel opnent authority, one nenber appointed by the speaker
of the house of representatives, and one nenber appointed by the
president of the senate. Initial appointnents to the board shall
be made within thirty days of the—effeective—date—ofthis—seetion

March 21, 2002. Vacancies shall be filled in the sanme nmanner

provided for original appointnments. Menbers of the board shal
serve w thout compensation. The board shall neet and conduct its
busi ness as directed by the chairperson. The board shall cease to

exi st January 1, 2014.
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(C The board's sole duty is to review any application that
is submtted to it under this section. The board shall approve an
application only if it determines, by the affirmative vote of al
nmenbers of the board, that the applicant's business plan for a
facility neets the requirenents established by division (D) of

this section.

(D) The owner of a facility nay apply to the board, on an
application provided by the director of agriculture, for approval
of the facility's business plan under this section. Wthin sixty
days of receipt of an application, the board shall determne
whet her the applicant's business plan neets the foll ow ng

requirements:

(1) The business plan is for the construction and operation

of a facility.

(2) The business plan contains detailed information
regar di ng:
(a) The availability and price of corn in the area where the

facility will be |ocated;

(b) The availability and cost of energy needed for operation

of the facility;

(c) The availability of water and waste di sposal systens in

the area where the facility will be |ocated;

(d) The availability of labor and a qualified site nanager

for the facility.

(3) The business plan anal yzes any proposed marketing

agreenents for the products produced by the facility.

(4) The facility to be constructed and operated under the
busi ness plan is majority-owned by OChio farners or will be prior

to the first day the facility conmences production

(5) The business plan neets any other requirenents
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i shed by the board under rul es adopted in accordance with division

(G of this section.

The board shall issue a certificate of approval for each
appl i cation approved under this section, and any taxpayer that
invests noney in the facility for which a business plan has been
approved may claima tax credit for such investnment under section
5733. 46 e—5#474—+5 of the Revised Code.

(E) Any business plan subnitted to the board under this
section is not a public record subject to section 149.43 of the
Revi sed Code.

(F) The board shall notify the tax commi ssi oner of any
certificate of approval issued under this section, within ten days

of its issuance.

(G The director of agriculture, in consultation with the
di rector of devel opnent and in accordance with Chapter 119. of the
Revi sed Code, shall adopt rul es necessary to inplenent this
section, including rules prescribing procedures and forms for

admi ni stering this section.

(H The ethanol incentive board created by this section is

not an agency for purposes of seetion sections 101.82 to 101. 87 of
t he Revi sed Code.
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1126
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- If a dependent of an account hol der becones ineligible to 1143
continue to participate in the account holder's policy, plan, or 1144
contract of health coverage, the account holder may w t hdraw funds 1145
fromthe account hol der's account and use those funds to pay the 1146
premiumfor the first year of a policy, plan, or contract of 1147
heal t h coverage for the dependent and to pay any deductible for 1148
the first year of that policy, plan, or contract. Furds—wthdrawn 1149
1150
1151
1152

Sec. 3924.68. (A If an account hol der, whose nedi cal savings 1153
account has been opened by the account holder's enployer, |ater 1154

ceases to be enployed by that enployer, the account hol der nay, 1155
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within sixty days of the account holder's final date of
enpl oynent, request in witing to the adm nistrator of the account

that the adm nistrator continue to adm ni ster the account.

(1) If the administrator agrees to continue to adm nister the
account, funds in the account may continue to be used to pay the
el i gi bl e nmedi cal expenses of the account holder and the account
hol der' s spouse and dependents, pursuant to sections 3924.61 to
3924. 74 of the Revised Code.

If the account hol der | ater becones enpl oyed by a new
enpl oyer that opens a new nedi cal savings account on the account
hol der' s behal f, the account hol der may transfer any funds

remai ning in the account opened by the account hol der's forner

enpl oyer to the account opened by the account holder's new

enpl oyer. Foer—purposes—of—determningtaxes—due—under—Chapter

(2) If the administrator does not agree to continue to
adm ni ster the account, or if the account hol der requests that the

account be closed, the adm nistrator shall close the account and

mail a check or other negotiable instrument in the anmount of the

account bal ance as of that date to the account hol der. Fhe—-ampunt

(B) Wthin sixty days of the account holder's final date of
enpl oyment, the account holder may transfer any funds remaining in
the account opened by the account holder's former enployer to
anot her medi cal savi ngs account owned by the account hol der. Fer

I - I I . I
. I e . : . fund hald I L I
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I L I I . . . .

(O An administrator of an account opened by an enpl oyer
shall not close an account wi thout the perm ssion of the account
hol der until at |east sixty-one days after the account holder's
final date of enploynment. The enployer shall notify the

adm ni strator of the enployee's final date of enploynent.

Sec. 5703.05. Al powers, duties, and functions of the
departnment of taxation are vested in and shall be perforned by the
tax commi ssioner, which powers, duties, and functions shal

i nclude, but shall not be linmted to, the foll ow ng:

(A) Prescribing all blank fornms which the departnment is
aut hori zed to prescribe, and to provide such forns and distribute
the sanme as required by law and the rules of the departnent. The
tax commi ssioner shall include a mail-in registration form
prescribed in section 3503.14 of the Revised Code within the
return and instructions for the tax levied in odd-nunbered years
under section 5747.02 of the Revised Code, beginning with the tax
levied for 1995. The secretary of state shall bear all costs for
the inclusion of the mail-in registration form That formshall be

addressed for return to the office of the secretary of state.

(B) Exercising the authority provided by |aw, including
orders from bankruptcy courts, relative to remtting or refunding
taxes or assessnents, including penalties and interest thereon,
illegally or erroneously assessed or collected, or for any other
reason overpaid, and in addition, the conm ssioner may on witten
application of any person, firm or corporation claimng to have
overpaid to the treasurer of state at any tine within five years
prior to the naking of such application any tax payabl e under any
| aw whi ch the departnent of taxation is required to adm nister

whi ch does not contain any provision for refund, or on the
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conmi ssioner's own notion investigate the facts and nake in
triplicate a witten statenent of the comm ssioner's findings,

and, if the conmissioner finds that there has been an overpaynent,
issue in triplicate a certificate of abatenent payable to the
taxpayer, the taxpayer's assigns, or legal representative which
shows the anmpbunt of the overpaynent and the kind of tax overpaid.
One copy of such statenment shall be entered on the journal of the
conmi ssi oner, one shall be certified to the attorney general, and
one certified copy shall be delivered to the taxpayer. Al copies
of the certificate of abatenment shall be transmitted to the
attorney general, and if the attorney general finds it to be
correct the attorney general shall so certify on each copy, and
deliver one copy to the taxpayer, one copy to the conm ssioner

and the third copy to the treasurer of state. Except as provided
in sections 5725.08 and 5725.16 of the Revised Code the taxpayer's
copy of any certificates of abatenent may be tendered by the payee
or transferee thereof to the treasurer of state as paynent, to the
extent of the ampunt thereof, of any tax payable to the treasurer

of state.

(©) Exercising the authority provided by law relative to

consenting to the conprom se and settlenent of tax claims;

(D) Exercising the authority provided by lawrelative to the
use of alternative tax bases by taxpayers in the maki ng of

personal property tax returns;

(E) Exercising the authority provided by law relative to
aut hori zi ng the prepaynment of taxes on retail sales of tangible
personal property or on the storage, use, or consunption of
personal property, and waiving the collection of such taxes from

t he consuners;

(F) Exercising the authority provided by law to revoke

| i censes;
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(G Muaintaining a continuous study of the practical operation
of all taxation and revenue | aws of the state, the nmanner in which
and extent to which such | aws provide revenues for the support of
the state and its political subdivisions, the probable effect upon
such revenue of possible changes in existing |laws, and the
possi bl e enact nent of measures providing for other forms of
taxation. For this purpose the conm ssioner may establish and
mai ntain a division of research and statistics, and may appoi nt
necessary enpl oyees who shall be in the unclassified civil
service; the results of such study shall be available to the

menbers of the general assenbly and the public.

(H Mking all tax assessnents, valuations, findings,
determ nations, conputations, and orders the departnent of
taxation is by |aw authorized and required to make and, pursuant
totinme limtations provided by |aw, on the comi ssioner's own
notion, review ng, redeterm ning, or correcting any tax
assessnents, valuations, findings, deterninations, conputations,
or orders the comm ssioner has nade, but the conmm ssioner shal
not review, redeternmine, or correct any tax assessnent, valuation,
finding, determ nation, conputation, or order which the
comni ssioner has made as to which an appeal or application for
rehearing, review, redeterm nation, or correction has been filed
with the board of tax appeals, unless such appeal or application

is withdrawn by the appellant or applicant or disnissed;

(1) Appointing not nore than five deputy tax comm ssioners,
who, under such regul ations as the rules of the departnent of
taxation prescribe, may act for the commi ssioner in the
performance of such duties as the comm ssioner prescribes in the
adm ni stration of the laws which the comm ssioner is authorized
and required to adm nister, and who shall serve in the
uncl assified civil service at the pleasure of the com ssioner,

but if a person who holds a position in the classified service is
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appointed, it shall not affect the civil service status of such
person. The comni ssioner nmay designate not nore than two of the
deputy commi ssioners to act as conmi ssioner in case of the
absence, disability, or recusal of the conm ssioner or vacancy in
the office of comm ssioner. The conmi ssioner nay adopt rules
relating to the order of precedence of such designated deputy
comr ssioners and to their assunption and adm ni stration of the

of fice of conmm ssi oner.

(J) Appointing and prescribing the duties of all other
enpl oyees of the departnent of taxation necessary in the
performance of the work of the departnent which the tax
conm ssioner is by |law authorized and required to perform and
creating such divisions or sections of enployees as, in the

comni ssioner's judgnent, is proper;

(K) Organi zing the work of the departnment, which the
conmmi ssioner is by |aw authorized and required to perform so
that, in the conmissioner's judgnent, an efficient and econoni cal

adm nistration of the laws will result;

(L) Maintaining a journal, which is open to public
i nspection, in which the tax comm ssioner shall keep a record of

all final determ nations of the comm ssioner;

(M Adopting and promul gating, in the nanner provided by
section 5703.14 of the Revised Code, all rules of the departnent,
including rules for the adnministration of sections 3517. 16+~ and
3517. 17—and-5744-08% of the Revised Code;

(N) Destroying any or all returns or assessnent certificates

in the manner authorized by | aw,

(O Adopting rules, in accordance with division (B) of
section 325.31 of the Revised Code, governing the expenditure of

noneys fromthe real estate assessnent fund under that division

Page 43

1281
1282
1283
1284
1285
1286
1287
1288

1289
1290
1291
1292
1293
1294

1295
1296
1297
1298

1299
1300
1301

1302
1303
1304
1305

1306
1307

1308
1309
1310



H. B. No. 112
As Introduced

Sec. 5709.65. (A) An enterprise issued a certificate under
section 5709.64 of the Revised Code shall be entitled to the

following tax incentives:

(1) Wth the exception of inprovenents to |land or tangible
personal property constituting or used in the retail portion, if
any, of a facility, any inprovenent to |land or tangi ble persona
property at a facility for which a certificate is issued, first
used in business at the facility as the result of a project, shal
not be considered an asset of a corporate enterprise in
determ ning the value of its issued and outstandi ng stock under
di vision (A) of section 5733.05 of the Revised Code at the end of

the taxable year that includes the certificate's date of issuance.

(2) Wth the exception of the original cost of inprovenents
to land or tangi ble personal property constituting or used in the
retail portion, if any, of a facility, the original cost of any
i mprovenent to | and or tangi bl e personal property at the facility
for which the certificate is issued, first used in business at the
facility as a result of a project, shall be excluded fromthe
nuner at or upon conputation of the property factor of a corporate
enterprise under division (B)(2)(a) of section 5733.05 of the
Revi sed Code—er—of—a—noncorporate—enterprise—under—divi-sion—-{A)r
of seection 5747421 of the Revised Code~ for the taxable year that

includes the certificate's date of issuance.

As used in divisions (A) (1) and (2) of this section, the
"retail portion" of a facility is that part of a facility used
primarily for making retail sales as defined in division (O of
section 5739.01 of the Revised Code.

(3) Conpensation paid to new enpl oyees descri bed under
divisions (A)(2)(a) to (e) of section 5709.64 of the Revised Code
at the facility for which the certificate is issued, who are hired

as a result of a project, shall be excluded fromthe numerator
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upon conputation of the payroll factor of a corporate enterprise

under division (B)(2)(b) of section 5733.05 of the Revised Coder-
: : I i B) of :

574721 of the Revised Code~ for the taxable year that includes

the certificate's date of issuance.

(4) An enterprise that reinburses its new enpl oyees descri bed
under divisions (A)(2)(a) to (e) of section 5709.64 of the Revised
Code for all or part of the cost of day-care services necessary to
enabl e themto be enployed at a facility for which a certificate
is issued shall be entitled to a credit equal to the anounts so
rei mbursed, up to a maxi mum of three hundred dollars for each
child or dependent receiving the services, for the taxable year in
whi ch rei nbursenent is made, against the tax inposed by section
5733.06 of the Revised Code on a corporate enterprise—oer—by
seet+or-54702of—theRewsed-Code—sr—the—owners—ot—a
honcorporate—enterprise~ for the taxable year that includes the
certificate's date of issuance. Only rei nbursenents of anounts
pai d by new enpl oyees to day-care centers |icensed by the
departnment of job and family services for day-care services
provi ded during the first twenty-four nonths of enploynent as a
new enpl oyee nay be applied toward the credit provided under this
division. Any enterprise claimng this credit shall maintain
records verifying that the credit is clainmed only for
rei mbursenment of anmounts expended by new enpl oyees for such

servi ces.

(5) For each new enpl oyee described in divisions (A (2)(a) to
(e) of section 5709.64 of the Revised Code who conpletes a
training programand is subsequently enployed by an enterprise for
at least ninety days, if the enterprise pays or reinburses all or
part of the cost of the enployee's participation in the training
program it may claima credit equal to the anmount paid or

rei mbursed or one thousand dollars, whichever is less, in the

Page 45

1342
1343
1344
1345
1346

1347
1348
1349
1350
1351
1352
1353
1354
1355
1356
1357
1358
1359
1360
1361
1362
1363
1364
1365
1366

1367
1368
1369
1370
1371
1372
1373



H. B. No. 112 Page 46
As Introduced

ble year in which the enpl oyee conpletes the ninety days of 1374
subsequent enpl oynment, against the tax inposed on a corporate 1375
enterprise by section 5733.06 of the Revised Code—er—on—the 1376
owners—of —anoncorporate—enterprise by section-5747-02-of the 1377
Revised-Code. Only one credit shall be allowed with respect to any 1378
i ndi vidual. Attendance at a qualified training programunder this 1379
section does not bar an otherwi se eligible individual fromreceipt 1380
of benefits under Chapter 4141. of the Revised Code. 1381
(B) None of the itens set forth in divisions (A (2) and (3) 1382

of this section shall be considered in making any allocation or 1383
apportionment under division (B)(2)(d) of section 5733.05 e+ 1384
di-vision{B)r—of section 5747421 of the Revi sed Code. 1385
1386

1387

1388

1389

1390

1391

1392

1393

1394

1395

1396

1397

1398

B All state income tax or corporation franchise tax credits 1399
provi ded under this section shall be claimed in the order required 1400
under section 5733.98 e+—5747-98 of the Revised Code. The credits, 1401
to the extent they exceed the taxpayer's tax liability for the 1402
taxabl e year after allowance for any other credits that precede 1403
the credits under this section in that order, shall be carried 1404

forward to the next succeeding taxable year or years until fully 1405
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utilized.

Sec. 5709.66. (A) If an enterprise has been granted an
incentive for the current cal endar year under an agreenent entered
into pursuant to section 5709.62 or 5709.63 of the Revised Code
and satisfies both of the requirenents described in divisions
(A)(1) and (2) of this section at the tine of application, it may
apply to the director of devel opment, on a form prescribed by the
director, for the enployee tax credit certificate under division

(B) of this section.

(1) The enterprise has established, expanded, renovated, or
occupied a facility pursuant to an agreenent under section 5709. 62
or 5709.63 of the Revised Code in a zone that is certified by the
director of devel opnent as having one of the characteristics
described in divisions (A)(1)(a) or (b) and at |east one of the
characteristics described in divisions (A)(1)(c) to (h) of section
5709. 61 of the Revised Code.

(2) The enterprise or any predecessor enterprise has not
cl osed or reduced enpl oynment at any place of business in this
state within the twelve nonths precedi ng application unless the
enterprise, since the date the agreement was fornmally approved by
the legislative authority, has hired new enpl oyees equal in nunber
to not less than fifty per cent of the total nunber of enpl oyees
enpl oyed by the enterprise at other locations in this state on
that date. The legislative authority of any rmunicipal corporation
or county that concludes that an enterprise or any predecessor
enterprise has closed or reduced enpl oynent at a place of business
in that nunicipal corporation or county nay appeal to the director
to determ ne whether the enterprise or any predecessor enterprise
has done so. Upon receiving such an appeal, the director shal
i nvestigate the allegations and deternmni ne whether the enterprise

satisfies the requirenment of division (A (2) of this section
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re proceedi ng under division (B) of this section.

Wthin sixty days after receiving an application under this
section, the director shall review, investigate, and verify the
application and determ ne whether the enterprise is eligible for
the enpl oyee tax credit certificate under division (B) of this
section. The application shall contain such information and
docunents as the director requires, by rule, to ascertain whether
the enterprise is eligible for the certificate. On finding that
the enterprise is eligible, the director shall proceed under

division (B) of this section.

On deternmining that an enterprise is not eligible for the
certificate under division (B) of this section, the director shal
send notice of this determ nation, specifying the reasons for it,
by certified nail, to the applicant, the board of county
conmi ssioners, and the chief executive of the nmunicipal
corporation in which the facility to which the certificate would
have been given is located. Wthin thirty days after receiving
such a notice, an enterprise may request, in witing, a hearing
before the director for the purpose of review ng the application
and the reasons for the determ nation. Wthin sixty days after
receiving a request for a hearing, the director shall afford one
and, within thirty days after the hearing, shall issue a
redetermination of the enterprise's eligibility for the
incentives. If the enterprise is found to be eligible, the
director shall proceed under division (B) of this section. If the
enterprise is found to be ineligible, the director shall send
notice of this finding, by certified mail, to the applicant, the
board of conm ssioners of the county or the chief executive of the
muni ci pal corporation in which the facility to which the
certificate woul d have been given is |located. The director's
redetermination that an enterprise is ineligible nay be appeal ed

to the board of tax appeals under section 5717.02 of the Revised
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Code.

(B) If the director deternines an enterprise to be eligible
under division (A) of this section, the director shall deternine
if the enterprise is entitled to an enpl oyee tax credit
certificate. An enterprise is entitled to an enployee tax credit
certificate for each eligible enployee the enterprise hires. A
taxpayer who is issued an enpl oyee tax credit certificate under
this section nmay claima nonrefundable credit of one thousand
dol | ars agai nst the tax inposed by section 5733. 06 er—5747-02 of
the Revised Code for each taxable year of the agreenent entered
into under section 5709.62 or 5709.63 of the Revised Code in which
an eligible enployee is enployed for the taxpayer's full taxable
year. |If the eligible enployee is enployed for less than the
taxpayer's full taxable year, the taxpayer may claima reduced
credit against the tax inposed by section 5733. 06 er—57474-02 of
the Revised Code. The reduced credit shall be conmputed by dividing
the total nunber of days in the taxable year into one thousand
dollars and multiplying the quotient by the nunmber of days the
eligi ble enpl oyee was enployed in the taxable year. For purposes
of the conputation, the eligible enployee shall be deened to have
been enpl oyed for each day of the taxable year comrencing on the
date of enploynent or ending on the date of termnation of

enpl oynent .
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The taxpayer shall claimthe credit in the order required 1507
under section 5733.98 e5%47498 of the Revised Code. If the 1508
credit provided under this division exceeds the taxpayer's tax 1509
liability for the taxable year after allowance for any other 1510
credits that precede the credit under this section in that order, 1511
the credit may be carried forward for the next three succeeding 1512
taxabl e years, but the anmpbunt of any excess credit allowed in any 1513
such year shall be deducted fromthe bal ance carried forward to 1514
the succeedi ng taxabl e year. 1515
(2) As used in this division: 1516

(a) "Eligible enpl oyee" nmeans a new enployee at a facility 1517

who, at the tinme the enployee was hired to work at the facility, 1518
was a participant of the Chio works first program under Chapter 1519
5107. of the Revised Code or the prevention, retention, and 1520
conti ngency program under Chapter 5108. of the Revised Code or a 1521
reci pi ent of general assistance under former Chapter 5113. of the 1522

Revi sed Code and resided for at |east one year in the county in 1523
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ich the facility is located. "Eligible enployee" does not include
any enpl oyee of the enterprise who is a new enpl oyee, as defined
under section 122.17 of the Revised Code, on the basis of whomthe

enterprise has clained a credit under that section

(b) "Taxabl e year" has the sane neaning as in section 5733.04
er—5747-01 of the Revised Code, as applicable to the enterprise

claimng the credit.

Sec. 5733.33. (A) As used in this section:

(1) "Manufacturing nmachinery and equi pnent" neans engi nes and
nmachi nery, and tools and inplenents, of every kind used, or
designed to be used, in refining and manufacturing. "Manufacturing
machi nery and equi pnent" does not include property acquired after
Decenber 31, 1999, that is used:

(a) For the transm ssion and distribution of electricity;

(b) For the generation of electricity, if fifty per cent or
nore of the electricity that the property generates is consuned,
during the one-hundred-twenty-nonth period commencing with the
date the property is placed in service, by persons that are not

rel ated nenbers to the person who generates the electricity.

(2) "New manufacturing machi nery and equi pnment" neans
manuf act uri ng machi nery and equi pnent, the original use in this
state of which commences with the taxpayer or with a partnership
of which the taxpayer is a partner. "New manufacturing nmachinery
and equi prrent" does not include property acquired after Decenber
31, 1999, that is used:

(a) For the transnission and distribution of electricity;

(b) For the generation of electricity, if fifty per cent or
nore of the electricity that the property generates is consuned,
during the one-hundred-twenty-nonth period commencing with the

date the property is placed in service, by persons that are not
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rel ated nenbers to the person who generates the electricity.

(3)(a) "Purchase" has the same nmeaning as in section
179(d) (2) of the Internal Revenue Code.

(b) For purposes of this section, any property that is not
manuf act ured or assenbled primarily by the taxpayer is considered
purchased at the tinme the agreenent to acquire the property
beconmes binding. Any property that is nmanufactured or assenbl ed
primarily by the taxpayer is considered purchased at the tine the
t axpayer places the property in service in the county for which

the taxpayer will cal culate the county excess anount.

(c) Notwi thstanding section 179(d) of the Internal Revenue
Code, a taxpayer's direct or indirect acquisition of new
manuf act uri ng machi nery and equi pnment is not purchased on or after
July 1, 1995, if the taxpayer, or a person whose relationship to
the taxpayer is described in subparagraphs (A), (B), or (C of
section 179(d)(2) of the Internal Revenue Code, had directly or
indirectly entered into a binding agreenment to acquire the

property at any time prior to July 1, 1995.

(4) "Qualifying period" nmeans the period that begins July 1,
1995, and ends Decenber 31, 2005.

(5) "County average new manufacturing nachi nery and equi prent

i nvestnent" nmeans either of the follow ng:

(a) The average annual cost of new manufacturing machinery
and equi prrent purchased for use in the county during baseline
years, in the case of a taxpayer that was in existence for nore

than one year during baseline years.

(b) Zero, in the case of a taxpayer that was not in existence

for nore than one year during baseline years.

(6) "Partnership” includes a limted liability conmpany forned

under Chapter 1705. of the Revised Code or under the | aws of any
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other state, provided that the conpany is not classified for
federal income tax purposes as an association taxable as a

cor porati on.

(7) "Partner" includes a nenber of a limted liability
conmpany formed under Chapter 1705. of the Revised Code or under
the aws of any other state, provided that the conpany is not
classified for federal income tax purposes as an associ ation

taxabl e as a corporation.

(8) "Distressed area" means either a municipal corporation
that has a population of at least fifty thousand or a county that
neets two of the following criteria of econom c distress, or a
muni ci pal corporation the majority of the population of which is

situated in such a county:

(a) Its average rate of unenploynment, during the nost recent
five-year period for which data are available, is equal to at
| east one hundred twenty-five per cent of the average rate of

unenpl oynent for the United States for the sane period;

(b) It has a per capita inconme equal to or bel ow eighty per
cent of the nedian county per capita inconme of the United States
as determ ned by the nost recently available figures fromthe

Uni ted States census bureau;

(c¢)(i) In the case of a municipal corporation, at |east
twenty per cent of the residents have a total inconme for the nost

recent census year that is below the official poverty line;

(ii) I'n the case of a county, in intercensal years, the
county has a ratio of transfer paynment income to total county

income equal to or greater than twenty-five per cent.

(9) "Eligible area” neans a distressed area, a |abor surplus

area, an inner city area, or a situational distress area.

(10) "Inner city area" neans, in a municipal corporation that
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has a popul ati on of at |east one hundred thousand and does not
neet the criteria of a | abor surplus area or a distressed area,
targeted i nvestnent areas established by the nunicipal corporation
within its boundaries that are conprised of the nost recent census
bl ock tracts that individually have at |east twenty per cent of
their popul ation at or below the state poverty |evel or other

census bl ock tracts contiguous to such census bl ock tracts.

(11) "Labor surplus area" neans an area designated as a | abor

surplus area by the United States departnment of | abor.

(12) "Oficial poverty line" has the sanme neaning as in
division (A) of section 3923.51 of the Revised Code.

(13) "Situational distress area" nmeans a county or a
muni ci pal corporation that has experienced or is experiencing a
cl osing or downsi zing of a major enployer, that will adversely
affect the county's or nunicipal corporation's econony. |In order
to be designated as a situational distress area for a period not
to exceed thirty-six nmonths, the county or nunicipal corporation
may petition the director of devel opnent. The petition shal
include witten docunentation that denonstrates all of the

foll ow ng adverse effects on the | ocal econony:
(a) The number of jobs |ost by the closing or downsi zi ng;

(b) The inpact that the job | oss has on the county's or
nmuni ci pal corporation's unenpl oynent rate as neasured by the state

director of job and fam |y services;
(c) The annual payroll associated with the job |oss;

(d) The anmount of state and | ocal taxes associated with the

job | oss;

(e) The inpact that the closing or downsizing has on the

suppliers located in the county or rmunicipal corporation

(14) "Cost" has the sane neaning and linmitation as in section
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179(d) (3) of the Internal Revenue Code.
(15) "Baseline years" means:

(a) Cal endar years 1992, 1993, and 1994, with regard to a
credit clainmed for the purchase during cal endar year 1995, 1996,

1997, or 1998 of new nmanufacturing machi nery and equi prent;

(b) Cal endar years 1993, 1994, and 1995, with regard to a
credit clained for the purchase during cal endar year 1999 of new

manuf act uri ng machi nery and equi pnent;

(c) Cal endar years 1994, 1995, and 1996, with regard to a
credit clainmed for the purchase during cal endar year 2000 of new

manuf act uri ng machi nery and equi pnent;

(d) Cal endar years 1995, 1996, and 1997, with regard to a
credit clainmed for the purchase during cal endar year 2001 of new

manuf act uri ng machi nery and equi pnent;

(e) Cal endar years 1996, 1997, and 1998, with regard to a
credit clainmed for the purchase during cal endar year 2002 of new

manuf act uri ng machi nery and equi pnent;

(f) Calendar years 1997, 1998, and 1999, with regard to a
credit clained for the purchase during cal endar year 2003 of new

manuf act uri ng machi nery and equi prment;

(g) Cal endar years 1998, 1999, and 2000, with regard to a
credit clainmed for the purchase during cal endar year 2004 of new

manuf act uri ng machi nery and equi pnent;

(h) Cal endar years 1999, 2000, and 2001, with regard to a
credit clainmed for the purchase during cal endar year 2005 of new

manuf act uri ng machi nery and equi pnent;

(16) "Rel ated nenber" has the sane neaning as in section
5733.042 of the Revised Code.

(B)(1) Subject to division (1) of this section, a

nonrefundabl e credit is all owed against the tax inposed by section
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5733.06 of the Revised Code for a taxpayer that purchases new
manuf act uri ng machi nery and equi prrent during the qualifying
period, provided that the new manufacturing machi nery and

equi prment are installed in this state no later than Decenber 31
2006.

(2)(a) Except as otherw se provided in division (B)(2)(b) of
this section, a credit may be clainmed under this section in excess
of one million dollars only if the cost of all manufacturing
machi nery and equi pnent owned in this state by the taxpayer
claimng the credit on the |ast day of the cal endar year exceeds
the cost of all manufacturing machinery and equi pmrent owned in

this state by the taxpayer on the first day of that cal endar year

As used in division (B)(2)(a) of this section, "cal endar
year" means the cal endar year in which the machinery and equi pnent

for which the credit is clained was purchased.

(b) Division (B)(2)(a) of this section does not apply if the
taxpayer claimng the credit applies for and is issued a waiver of
the requirenent of that division. A taxpayer nay apply to the
director of devel opnent for such a waiver in the manner prescribed
by the director, and the director may issue such a waiver if the
director determnes that granting the credit is necessary to
increase or retain enployees in this state, and that the credit
has not caused relocation of manufacturing nmachi nery and equi pnent
anong counties within this state for the prinmary purpose of

qualifying for the credit.

(O (1) Except as otherw se provided in division (C(2) and
division (I) of this section, the credit anobunt is equal to seven
and one-half per cent of the excess of the cost of the new
manuf act uri ng machi nery and equi pnent purchased during the
cal endar year for use in a county over the county average new

manuf act uri ng machi nery and equi pnent investnent for that county.
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(2) Subject to division (1) of this section, as used in
division (C(2) of this section "county excess" neans the
t axpayer's excess cost for a county as conputed under division
(O (1) of this section

Subject to division (1) of this section, a taxpayer with a
county excess, whose purchases included purchases for use in any
eligible area in the county, the credit anpunt is equal to
thirteen and one-half per cent of the cost of the new
manuf act uri ng machi nery and equi pnment purchased during the
cal endar year for use in the eligible areas in the county,
provi ded that the cost subject to the thirteen and one-half per
cent rate shall not exceed the county excess. If the county excess
is greater than the cost of the new manufacturing machi nery and
equi prrent purchased during the cal endar year for use in eligible
areas in the county, the credit anpbunt also shall include an
anount equal to seven and one-half per cent of the anpbunt of the

di fference.

(3) If a taxpayer is allowed a credit for purchases of new
manuf act uri ng machi nery and equi prent in nore than one county or
eligible area, it shall aggregate the amobunt of those credits each

year.

(4) The taxpayer shall claimone-seventh of the credit anount
for the tax year imediately followi ng the cal endar year in which
the new manuf acturing nmachi nery and equi pnent is purchased for use
in the county by the taxpayer or partnership. One-seventh of the
taxpayer credit anount is allowed for each of the six ensuing tax
years. Except for carried-forward anounts, the taxpayer is not
al lowed any credit amount remaining if the new manufacturing
machi nery and equi prent is sold by the taxpayer or partnership or
is transferred by the taxpayer or partnership out of the county
before the end of the seven-year period unless, at the tine of the

sale or transfer, the new manufacturing machi nery and equi pnent
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has been fully depreciated for federal inconme tax purposes.

(5)(a) A taxpayer that acquires manufacturing nmachi nery and
equi pnment as a result of a nerger with the taxpayer w th whom
comrenced the original use in this state of the manufacturing
machi nery and equi pnent, or with a taxpayer that was a partner in
a partnership with whom commenced the original use in this state
of the manufacturing nachi nery and equi prment, is entitled to any
renmai ning or carried-forward credit amounts to which the taxpayer

was entitl ed.

(b) A taxpayer that enters into an agreenent under division
(O (3) of section 5709.62 of the Revised Code and that acquires
manuf act uri ng machi nery or equi pnent as a result of purchasing a
| arge manufacturing facility, as defined in section 5709.61 of the
Revi sed Code, from anot her taxpayer with whom conmenced t he
original use in this state of the manufacturing nachinery or
equi prment, and that operates the |arge manufacturing facility so
purchased, is entitled to any renmaining or carried-forward credit
anmounts to which the other taxpayer who sold the facility woul d
have been entitled under this section had the other taxpayer not

sold the manufacturing facility or equi pment.

(c) New nanufacturing machi nery and equi pnent is not
consi dered sold if a pass-through entity transfers to another
pass-through entity substantially all of its assets as part of a
pl an of reorgani zati on under which substantially all gain and | oss
is not recognized by the pass-through entity that is transferring
the new manuf acturing nmachi nery and equi pnent to the transferee
and under which the transferee's basis in the new manufacturing
machi nery and equi prrent is determned, in whole or in part, by
reference to the basis of the pass-through entity which
transferred the new manufacturing machi nery and equi pnment to the

transfer ee.

(d) Division (C(5) of this section shall apply only if the
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acquiring taxpayer or transferee does not sell the new
manuf act uri ng machi nery and equi pnment or transfer the new
manuf act uri ng machi nery and equi prent out of the county before the
end of the seven-year period to which division (C)(4) of this

section refers.

(e) Division (C)(5)(b) of this section applies only to the
extent that the taxpayer that sold the nmanufacturing machi nery or
equi pment, upon request, tinely provides to the tax comn ssioner
any information that the tax conmi ssioner considers to be
necessary to ascertain any remaining or carried-forward anounts to
whi ch the taxpayer that sold the facility woul d have been entitled
under this section had the taxpayer not sold the manufacturing
machi nery or equipnment. Nothing in division (C(5)(b) or (e) of
this section shall be construed to allow a taxpayer to claimany
credit anount with respect to the acquired manufacturing machinery
or equi pnent that is greater than the ampunt that woul d have been
avail able to the other taxpayer that sold the nmanufacturing
machi nery or equi pment had the other taxpayer not sold the

manuf act uri ng machi nery or equi pnent.

(D) The taxpayer shall claimthe credit in the order required
under section 5733.98 of the Revised Code. Each year, any credit
amount in excess of the tax due under section 5733.06 of the
Revi sed Code after allowing for any other credits that precede the
credit under this section in that order nmay be carried forward for

three tax years.

(E) A taxpayer purchasi ng new nmanufacturing nmachi nery and
equi prent and intending to claimthe credit shall file, with the
departnent of devel opnent, a notice of intent to claimthe credit
on a form prescribed by the departnent of devel opnent. The
depart ment of devel opnment shall informthe tax commi ssioner of the

notice of intent to claimthe credit.

(F) The director of devel opment shall annually certify, by
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the first day of January of each year during the qualifying
period, the eligible areas for the tax credit for the cal endar
year that includes that first day of January. The director shal

send a copy of the certification to the tax conm ssi oner.

(G New manufacturing rmachi nery and equi prent for which a
taxpayer clains the credit under section 5733.31+~ or 5733. 311+
5747 26 o+ 5747261 of the Revi sed Code shall not be consi dered
new nmanufacturing machi nery and equi pnment for purposes of the

credit under this section.

(H) (1) Notwithstandi ng seetions section 5733. 11 anrd-5/47-13
of the Revised Code, but subject to division (H(2) of this
section, the tax commi ssioner may i ssue an assessment agai nst a
person with respect to a credit clained under this section for new
manuf act uri ng machi nery and equi pnent described in division
(A (D) (b) or (2)(b) of this section, if the machinery or equi pnment

subsequently does not qualify for the credit.

(2) Division (H (1) of this section shall not apply after the
twenty-fourth nmonth followi ng the |ast day of the period described
in divisions (A (1)(b) and (2)(b) of this section.

(1) Notw thstandi ng any ot her provision of this section to
the contrary, in the case of a qualifying controlled group, the
credit available under this section to a taxpayer or taxpayers in
the qualifying controlled group shall be conputed as if al
corporations in the group were a single corporation. The credit
shall be allocated to such a taxpayer or taxpayers in the group in
any amount elected for the taxable year by the group. Such
el ection shall be revocabl e and anendabl e during the period
described in division (B) of section 5733.12 of the Revised Code.

This division applies to all purchases of new manufacturing
machi nery and equi pnent nmade on or after January 1, 2001, and to

all baseline years used to conpute any credit attributable to such
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purchases; provided, that this division may be applied solely at
the election of the qualifying controlled group with respect to

al |l purchases of new manufacturing machi nery and equi pnent nade

before that date, and to all baseline years used to conpute any

credit attributable to such purchases. The qualifying controlled
group at any tinme may elect to apply this division to purchases

made prior to January 1, 2001, subject to the follow ng:
(1) The election is irrevocabl e;

(2) The el ection need not acconpany a tinely filed report,
but the el ection nmay acconpany a subsequently filed but tinely
application for refund, a subsequently filed but tinmely anended
report, or a subsequently filed but tinely petition for

reassessnent.

Sec. 5733.40. As used in sections 5733.40 and 5733. 41 and
Chapter 5747. of the Revised Code:

(A) (1) "Adjusted qualifying anbunt" neans either of the

fol | owi ng:

(a) The sumof a qualifying investor's distributive share of
the inconme, gain, expense, or loss of a qualifying pass-through
entity for the qualifying taxable year of the qualifying
pass-through entity nmultiplied by the apportionment fraction
defined in division (B) of this section, subject to section
5733.401 of the Revised Code and divisions (A (2) to (7) of this

section;

(b) The sum of a qualifying beneficiary's share of the
qual i fying net inconme and qualifying net gain distributed by a
qualifying trust for the qualifying taxable year of the qualifying
trust multiplied by the apportionnent fraction defined in division
(B) of this section, subject to section 5733.401 of the Revised
Code and divisions (A (2) to (6) of this section.
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(2) The sum shall exclude any anpbunt which, pursuant to the
Constitution of the United States, the Constitution of Chio, or
any federal lawis not subject to a tax on or neasured by net

i ncone.

(3) The sumshall be increased by all anmounts representing
expenses ot her than anmounts described in division (A)(7) of this
section that the qualifying entity paid to or incurred with
respect to direct or indirect transactions with one or nore
rel ated nenbers, excluding the cost of goods sold calculated in
accordance with section 263A of the Internal Revenue Code and
United States departnment of the treasury regul ati ons issued
t hereunder. Nothing in division (A)(3) of this section shall be
construed to limt solely to this chapter the application of
section 263A of the Internal Revenue Code and United States

department of the treasury regul ations issued thereunder.

(4) The sumshall be increased by all recognized | osses,
other than |l osses fromsales of inventory the cost of which is
cal culated in accordance with section 263A of the Internal Revenue
Code and United States department of the treasury regul ations
i ssued thereunder, with respect to all direct or indirect
transactions with one or nore rel ated nenbers. Losses fromthe
sal es of such inventory shall be calculated in accordance with
section 482 of the Internal Revenue Code and United States
departnment of the treasury regul ations issued thereunder. Nothing
in division (A)(4) of this section shall be construed to limt
solely to this section the application of section 263A and section
482 of the Internal Revenue Code and United States departnent of

the treasury regul ations issued thereunder.

(5) The sum shall be increased or decreased by an anount
equal to the qualifying investor's or qualifying beneficiary's
di stributive or proportionate share of the anobunt that the

qualifying entity would be required to add or deduct under

Page 62

1862
1863
1864
1865

1866
1867
1868
1869
1870
1871
1872
1873
1874
1875
1876

1877
1878
1879
1880
1881
1882
1883
1884
1885
1886
1887
1888
1889

1890
1891
1892
1893



H. B. No. 112

As Introduced

di vi sions (A) 263(9) and 25-(10) of section 5747.01 of the
Revi sed Code if the qualifying entity were a taxpayer for the

pur poses of Chapter 5747. of the Revised Code.

(6) The sum shall be conputed wi thout regard to section
5733. 051 or division (D) of section 5733.052 of the Revised Code.

(7) For the purposes of Chapters 5733. and 5747. of the
Revi sed Code, guaranteed paynents or conpensation paid to
investors by a qualifying entity that is not subject to the tax
i mposed by section 5733.06 of the Revised Code shall be considered
a distributive share of inconme of the qualifying entity. Division
(A)(7) of this section applies only to such paynents or such
conpensation paid to an investor who at any tine during the
qualifying entity's taxable year holds at |east a twenty per cent
direct or indirect interest in the profits or capital of the

qualifying entity.
(B) "Apportionnent fraction" neans:

(1) Wth respect to a qualifying pass-through entity other
than a financial institution, the fraction cal cul ated pursuant to
division (B)(2) of section 5733.05 of the Revised Code as if the
qual i fyi ng pass-through entity were a corporation subject to the

tax i nposed by section 5733.06 of the Revised Code;

(2) Wth respect to a qualifying pass-through entity that is
a financial institution, the fraction cal cul ated pursuant to
division (C) of section 5733.056 of the Revised Code as if the
qual i fying pass-through entity were a financial institution

subject to the tax inposed by section 5733.06 of the Revised Code.

(3) Wth respect to a qualifying trust, the fraction
cal cul ated pursuant to division (B)(2) of section 5733.05 of the
Revi sed Code as if the qualifying trust were a corporation subject
to the tax inposed by section 5733.06 of the Revised Code, except

that the property, payroll, and sales fractions shall be
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ted by including in the nunerator and denom nator of the fractions
only the property, payroll, and sal es, respectively, directly
related to the production of income or gain from acquisition

owner shi p, use, naintenance, nanagenent, or disposition of
tangi bl e personal property located in this state at any tine
during the qualifying trust's qualifying taxable year or of rea

property located in this state.

(O "Qualifying beneficiary" neans any individual that,
during the qualifying taxable year of a qualifying trust, is a
beneficiary of that trust, but does not include an individual who
is a resident taxpayer for the purposes of Chapter 5747. of the
Revi sed Code for the entire qualifying taxable year of the

qual ifying trust.

(D) "Fiscal year" neans an accounting period endi ng on any

day other than the thirty-first day of Decenber.
(E) "Individual" neans a natural person
(F) "Month" neans a cal endar nonth.

(G "Partnership" has the same nmeaning as in section 5747.01
of the Revised Code.

(H "Investor" nmeans any person that, during any portion of a
taxabl e year of a qualifying pass-through entity, is a partner,
menber, sharehol der, or investor in that qualifying pass-through

entity.

(1) Except as otherwi se provided in section 5733.402 or
5747.401 of the Revised Code, "qualifying investor" nmeans any
i nvestor except those described in divisions (1)(1) to (9) of this

secti on.

(1) An investor satisfying one of the descriptions under
section 501(a) or (c) of the Internal Revenue Code, a partnership

with equity securities registered with the United States
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securities and exchange conmi ssion under section 12 of the
"Securities Exchange Act of 1934," as anended, or an investor
described in division (F) of section 3334.01, or division (A or
(O of section 5733.09 of the Revised Code for the entire
qual i fying taxable year of the qualifying pass-through entity.

(2) An investor who is either an individual or an estate and
is a resident taxpayer for the purposes of section 5747.01 of the
Revi sed Code for the entire qualifying taxable year of the

qgual i fyi ng pass-through entity.

(3) An investor who is an individual for whomthe qualifying
pass-through entity nmakes a good faith and reasonable effort to
conply fully and tinely with the filing and paynment requirenments
set forth in division (D) of section 5747.08 of the Revised Code
and section 5747.09 of the Revised Code with respect to the
i ndi vidual's adjusted qualifying anount for the entire qualifying

taxabl e year of the qualifying pass-through entity.

(4) An investor that is another qualifying pass-through
entity having only investors described in division (1)(1), (2),
(3), or (6) of this section during the three-year period begi nning
twelve nonths prior to the first day of the qualifying taxable

year of the qualifying pass-through entity.

(5) An investor that is another pass-through entity having no
i nvestors other than individuals and estates during the qualifying
taxabl e year of the qualifying pass-through entity in which it is
an investor, and that makes a good faith and reasonable effort to
conply fully and tinely with the filing and paynment requirenments
set forth in division (D) of section 5747.08 of the Revised Code
and section 5747.09 of the Revised Code with respect to investors
that are not resident taxpayers of this state for the purposes of
Chapter 5747. of the Revised Code for the entire qualifying
taxabl e year of the qualifying pass-through entity in which it is

an i nvestor.
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(6) An investor that is a financial institution required to
calculate the tax in accordance with division (D) of section
5733. 06 of the Revised Code on the first day of January of the
cal endar year imediately following the | ast day of the financial
institution's calendar or fiscal year in which ends the taxpayer's

t axabl e year.

(7) An investor other than an individual that satisfies al

the foll ow ng:

(a) The investor subnmits a witten statenent to the
qual i fyi ng pass-through entity stating that the investor
irrevocably agrees that the investor has nexus with this state
under the Constitution of the United States and is subject to and
liable for the tax cal cul ated under division (B) of section
5733.06 of the Revised Code with respect to the investor's
adj usted qualifying anount for the entire qualifying taxable year
of the qualifying pass-through entity. The statenent is subject to
the penalties of perjury, shall be retained by the qualifying
pass-through entity for no fewer than seven years, and shall be

delivered to the tax comm ssi oner upon request.

(b) The investor nmakes a good faith and reasonable effort to
comply tinely and fully with all the reporting and paynent
requirements set forth in Chapter 5733. of the Revised Code with
respect to the investor's adjusted qualifying anount for the
entire qualifying taxable year of the qualifying pass-through

entity.

(c) Neither the investor nor the qualifying pass-through
entity in which it is an investor, before, during, or after the
gual i fying pass-through entity's qualifying taxable year, carries
out any transaction or transactions with one or nore rel ated
menbers of the investor or the qualifying pass-through entity

resulting in a reduction or deferral of tax inposed by Chapter

Page 66

1987
1988
1989
1990
1991
1992

1993
1994

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

2006
2007
2008
2009
2010
2011

2012
2013
2014
2015
2016
2017



H. B. No. 112

As Introduced

5733. of the Revised Code with respect to all or any portion of
the investor's adjusted qualifying anount for the qualifying
pass-through entity's taxable year, or that constitute a sham

| ack economic reality, or are part of a series of transactions the
formof which constitutes a step transaction or transactions or

does not reflect the substance of those transactions.

(8) Any other investor that the tax conm ssioner may
designate by rule. The tax conmi ssioner nmay adopt rul es including
a rule defining "qualifying investor" or "qualifying beneficiary"
and governing the inposition of the w thholding tax inposed by
section 5747.41 of the Revised Code with respect to an individual
who is a resident taxpayer for the purposes of Chapter 5747. of
the Revised Code for only a portion of the qualifying taxable year

of the qualifying entity.

(9) An investor that is a trust or fund the beneficiaries of
whi ch, during the qualifying taxable year of the qualifying

pass-through entity, are limted to the foll ow ng:

(a) A person that is or may be the beneficiary of a trust
subj ect to Subchapter D of Chapter 1 of Subtitle A of the Interna

Revenue Code.

(b) A person that is or may be the beneficiary of or the
reci pient of payments froma trust or fund that is a nuclear
decommi ssi oni ng reserve fund, a designated settlenent fund, or any
other trust or fund established to resolve and satisfy clains that
may ot herw se be asserted by the beneficiary or a nenber of the
beneficiary's famly. Sections 267(c)(4), 468A(e), and 468B(d)(2)
of the Internal Revenue Code apply to the determ nati on of whether

such a person satisfies division (1)(9) of this section.

(c) A person who is or may be the beneficiary of a trust
that, under its governing instrunent, is not required to

distribute all of its income currently. Division (1)(9)(c) of this
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section applies only if the trust, prior to the due date for
filing the qualifying pass-through entity's return for taxes

i mposed by section 5733.41 and sections 5747.41 to 5747.453 of the
Revi sed Code, irrevocably agrees in witing that for the taxable
year during or for which the trust distributes any of its incone
to any of its beneficiaries, the trust is a qualifying trust and
wll pay the estinated tax, and will w thhold and pay the withheld
tax, as required under sections 5747.40 to 5747.453 of the Revised
Code.

For the purposes of division (1)(9) of this section, a trust
or fund shall be considered to have a beneficiary other than
persons described under divisions (1)(9)(a) to (c) of this section

if a beneficiary would not qualify under those divisions under the

1 n

doctrines of "economic reality,” "shamtransaction," "step
doctrine,"” or "substance over form" A trust or fund described in
division (1)(9) of this section bears the burden of establishing
by a preponderance of the evidence that any transaction giving
rise to the tax benefits provided under division (1)(9) of this
section does not have as a principal purpose a claimof those tax
benefits. Nothing in this section shall be construed to limt
solely to this section the application of the doctrines referred

to in this paragraph.

(J) "Qualifying net gain" nmeans any recogni zed net gain with
respect to the acquisition, ownership, use, maintenance,
managenent, or disposition of tangible personal property |ocated
inthis state at any tine during a trust's qualifying taxable year

or real property located in this state.

(Ky "Qualifying net income" neans any recogni zed i ncone, net
of related deducti bl e expenses, other than distributions
deductions with respect to the acquisition, ownership, use,
nmai nt enance, nanagenent, or disposition of tangible personal

property located in this state at any tine during the trust's
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alifying taxable year or real property located in this state.

(L) "Qualifying entity" nmeans a qualifying pass-through

entity or a qualifying trust.

(M "Qualifying trust" neans a trust subject to subchapter J
of the Internal Revenue Code that, during any portion of the
trust's qualifying taxable year, has incone or gain fromthe
acqui sition, managenent, ownership, use, or disposition of
tangi bl e personal property located in this state at any tine
during the trust's qualifying taxable year or real property
located in this state. "Qualifying trust" does not include a
person described in section 501(c) of the Internal Revenue Code or
a person described in division (C) of section 5733.09 of the
Revi sed Code.

(N) "Qualifying pass-through entity" means a pass-through
entity as defined in section 5733.04 of the Revised Code,
excl udi ng a person described in section 501(c) of the Internal
Revenue Code, a partnership with equity securities registered with
the United States securities and exchange commi ssion under section
12 of the Securities Exchange Act of 1934, as anmended, or a person
described in division (C) of section 5733.09 of the Revised Code.

(O "Quarter" nmeans the first three nonths, the second three
nmonths, the third three nonths, or the |last three nmonths of a

qualifying entity's qualifying taxable year

(P) "Related nmenber" has the sane neaning as in division
(A)(6) of section 5733.042 of the Revised Code without regard to
division (B) of that section. However, for the purposes of
divisions (A)(3) and (4) of this section only, "related nenmber"
has the sane neaning as in division (A)(6) of section 5733.042 of
the Revised Code without regard to division (B) of that section
but shall be applied by substituting "forty per cent" for "twenty

per cent" wherever "twenty per cent" appears in division (A of
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t hat section

(Q "Return" or "report" neans the notifications and reports
required to be filed pursuant to sections 5747.42 to 5747. 45 of
the Revi sed Code for the purpose of reporting the tax inposed
under section 5733.41 or 5747.41 of the Revised Code, and included

decl arations of estimated tax when so required.

(R "Qualifying taxabl e year" means the cal endar year or the
qualifying entity's fiscal year ending during the cal endar year
or fractional part thereof, for which the adjusted qualifying
anmount is cal cul ated pursuant to sections 5733.40 and 5733. 41 or
sections 5747.40 to 5747.453 of the Revised Code.

(S) "Distributive share" includes the sum of the incone,

gain, expense, or |oss of a disregarded entity.

Sec. 5733.42. (A) As used in this section:

(1) "Eligible training progranf nmeans a programto provide
job skills to eligible enployees who are unable effectively to
function on the job due to skill deficiencies or who woul d
ot herwi se be displ aced because of their skill deficiencies or
inability to use new technol ogy, or to provide job skills to
el i gi bl e enpl oyees that enable themto performother job duties
for the taxpayer. Eligible training prograns do not include
executive, managenent, or personal enrichment training prograns,
or training prograns intended exclusively for personal career

devel opnent.

(2) "Eligible enpl oyee" nmeans an individual who is enpl oyed
inthis state by a taxpayer and has been so enpl oyed by the same
taxpayer for at |east one hundred ei ghty consecutive days before
the day an application for the credit is filed under this section
"Eli gi bl e enpl oyee" does not include any enpl oyee for which a

credit is clainmed pursuant to division (A)(5) of section 5709. 65
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of the Revised Code for all or any part of the same year, an
enpl oyee who is not a full-tine enployee, or executive or
manageri al personnel except for the i medi ate supervisors of

nonexecutive, nonmanagerial personnel
(3) "Eligible training costs" means:

(a) Direct instructional costs, such as instructor salaries,
mat eri al s and supplies, textbooks and nanual s, videotapes, and
other instructional nedia and training equi pnent used excl usively

for the purpose of training eligible enployees;

(b) Wages paid to eligible enployees for tinme devoted
exclusively to an eligible training programduring normal paid

wor ki ng hours.

(4) "Full-tinme enployee"” neans an individual who is enpl oyed
for consideration for at least thirty-five hours per week, or who
renders any other standard of service generally accepted by custom

or specified by contract as full-tine enploynent.

(5) "Partnership" includes a limted liability conmpany fornmed
under Chapter 1705. of the Revised Code or under the | aws of
anot her state, provided that the conpany is not classified for
federal income tax purposes as an association taxable as a

corporation.

(B) There is hereby allowed a nonrefundable credit agai nst
the tax inposed by section 5733.06 of the Revised Code for
taxpayers for which a tax credit certificate is issued under
division (C) of this section. The credit may be clainmed for tax
years 2004, 2005, and 2006. The anmount of the credit for tax year
2004 shall equal one-half of the average of the eligible training
costs paid or incurred by the taxpayer during cal endar years 1999,
2000, and 2001, not to exceed one thousand dollars for each
el i gi bl e enpl oyee on account of whomeligible training costs were

paid or incurred by the taxpayer during those cal endar years. The
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anmount of the credit for tax year 2005 shall equal one-half of the
average of the eligible training costs paid or incurred by the
taxpayer during cal endar years 2002, 2003, and 2004, not to exceed
one thousand dollars for each eligible enployee on account of whom
eligible training costs were paid or incurred by the taxpayer
during those cal endar years. The anount of the credit for tax year
2006 shall equal one-half of the average of the eligible training
costs paid or incurred by the taxpayer during cal endar years 2003,
2004, and 2005, not to exceed one thousand dollars for each

el i gi bl e enpl oyee on account of whomeligible training costs were
paid or incurred by the taxpayer during those cal endar years. The
credit clainmed by a taxpayer each tax year shall not exceed one

hundr ed t housand dol | ars.

(C A taxpayer who proposes to conduct an eligible training
programmay apply to the director of job and fam |y services for a
tax credit certificate under this section. The taxpayer may apply
for such a certificate for tax years 2004, 2005, and 2006, subject
to division (L) of this section. The director shall prescribe the
formof the application, which shall require a detailed
description of the proposed training program The director nmay
require applicants to remt an application fee with each
application filed with the director. The fee shall not exceed the
reasonabl e and necessary expenses incurred by the director in
recei ving, review ng, and approving such applications and issuing
tax credit certificates. Proceeds fromfees shall be used solely
for the purpose of receiving, review ng, and approving such

applications and issuing such certificates.

After receipt of an application, the director shall authorize
a credit under this section by issuing a tax credit certificate,
in the formprescribed by the director, if the director determnes

all of the foll ow ng:

(1) The proposed training programis an eligible training
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program under this section

(2) The proposed training programis economnically sound and
will benefit the people of this state by inproving workforce

skills and strengthening the econony of this state;

(3) Receiving the tax credit is a mgjor factor in the

taxpayer's decision to go forward with the training program

(4) Authorization of the credit is consistent with division

(H of this section.

The credit also is allowed for a taxpayer that is a partner
in a partnership that pays or incurs eligible training costs. Such
a taxpayer shall determne the taxpayer's credit anount in the

manner prescribed by division (K) of this section.

(D) If the director of job and fam |y services denies an
application for a tax credit certificate, the director shall send
notice of the denial and the reason for denial to the applicant by
certified nail, return receipt requested. If the director
determ nes that an authorized training program as actually
conducted, fails to neet the requirenments of this section or to
comply with any condition set forth in the authorization, the
director may reduce the anount of the tax credit previously
granted. If the director reduces a tax credit, the director shal
send notice of the reduction and the reason for the reduction to
the taxpayer by certified nail, return receipt requested, and
shall certify the reduction to the tax conmi ssioner or, in the
case of the reduction of a credit clainmed by an insurance conpany,
the superintendent of insurance. The tax comm ssioner or
superintendent of insurance shall reduce the credit that may be
claimed by the taxpayer accordingly. Wthin sixty days after
receiving a notice of denial or notice of reduction of the tax
credit, an applicant or taxpayer nay request, in witing, a

hearing before the director to review the denial or reduction.
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Wthin sixty days after receiving a request that is filed within
the prescribed tine, the director shall hold such a hearing at a
|l ocation to be determined by the director. Wthin thirty days
after the hearing is adjourned, the director shall issue a
redetermnation affirm ng, reversing, or nodifying the denial or
reduction of the tax credit and send notice of the redeterm nation
to the applicant or taxpayer by certified mail, return receipt
requested, and shall issue a notice of the redetermnation to the
tax commi ssioner or superintendent of insurance. |f an applicant
or taxpayer is aggrieved by the director's redeterm nation, the
appl i cant or taxpayer may appeal the redeternination to the board
of tax appeals in the manner prescribed by section 5717.02 of the
Revi sed Code.

(E) A taxpayer to which a tax credit certificate is issued
shall retain records indicating the eligible training costs it
pays or incurs for the eligible training programfor which the
certificate is issued for four years following the end of the tax
year for which the credit is clainmed. Such records shall be open
to inspection by the director of job and fanily services upon the

director's request during business hours.

Fi nanci al statenents and other information submtted by an
applicant to the director of job and famly services for a tax
credit under this section, and any infornmation taken for any
pur pose from such statenents or information, are not public
records subject to section 149.43 of the Revised Code. However,
the director of job and fanily services, the tax conmi ssioner, or
superintendent of insurance may make use of the statenents and
other information for purposes of issuing public reports or in
connection with court proceedi ngs concerning tax credits all owed
under this section and sections 5725. 31~ and 5729. 07—and-5747-39
of the Revi sed Code.

(F) The director of job and famly services, in accordance
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with Chapter 119. of the Revised Code, shall adopt rul es necessary
to inplenent this section and sections 5725. 31+~ and 5729. 07—and
574739 of the Revised Code. The rules shall be adopted after
consultation with the tax conm ssioner and the superintendent of

i nsurance. At the tinme the director gives public notice under
division (A) of section 119.03 of the Revised Code of the adoption
of the rules, the director shall submt copies of the proposed
rules to the chairpersons and ranking mnority nenbers of the
standing comrittees in the senate and the house of representatives
to which | egislation on economi c devel opnment natters are

customarily referred.

(G On or before the thirtieth day of Septenber of 2001
2003, 2004, 2005, and 2006, the director of job and famly
services shall submt a report to the governor, the president of
the senate, and the speaker of the house of representatives on the
tax credit programunder this section and sections 5725. 31+ and
5729. 07—anhd-5747-39 of the Revised Code. The report shall include
i nformati on on the nunber of training prograns that were
aut hori zed under those sections during the preceding cal endar
year, a description of each authorized training program the
doll ar ampbunts of the credits granted, and an estimate of the

i mpact of the credits on the econony of this state.

(H) The aggregate anount of credits authorized under this
section and sections 5725.31~ and 5729. 07—anrd-5747-39 of the
Revi sed Code shall not exceed twenty mllion dollars per cal endar
year. No nore than ten million dollars in credits per cal endar
year shall be authorized for persons engaged primarily in
manufacturing. No less than five million dollars in credits per
cal endar year shall be set aside for persons engaged primarily in
activities other than manufacturing and having fewer than five
hundred enpl oyees. Subject to such limts, credits shall be

aut hori zed for applicants neeting the requirenments of this section
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in the order in which they submt conplete and accurate

applications.

(1) A nonrefundable credit allowed under this section shal
be claimed in the order required under section 5733.98 of the
Revi sed Code.

(J) The taxpayer may carry forward any credit amount in
excess of its tax due after allowing for any other credits that
precede the credit under this section in the order required under
section 5733.98 of the Revised Code. The excess credit may be
carried forward for three years followi ng the tax year for which

it is first clainmed under this section

(K) A taxpayer that is a partner in a partnership on the | ast
day of the third cal endar year of the three-year period during
whi ch the partnership pays or incurs eligible training costs may
claima credit under this section for the tax year immediately
foll owing that cal endar year. The anmount of a partner's credit
equal s the partner's interest in the partnership on the |ast day
of such cal endar year nmultiplied by the credit available to the

partnership as conputed by the partnership

(L) The director of job and famly services shall not
aut hori ze any credits under this section and sections 5725. 31~ and
5729. 07—and-5747-39 of the Revised Code for eligible training
costs paid or incurred after Decenber 31, 2005.

Sec. 5747.01. Except as otherw se expressly provided or
clearly appearing fromthe context, any termused in this chapter
has the sane neani ng as when used in a conparable context in the
I nternal Revenue Code, and all other statutes of the United States

relating to federal income taxes.
As used in this chapter:

(A) "Adjusted gross incone" or "Ohio adjusted gross inconge"
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nmeans federal adjusted gross income, as defined and used in the

Internal Revenue Code, adjusted as provided in this section:

(1) Add interest or dividends on obligations or securities of
any state or of any political subdivision or authority of any

state, other than this state and its subdivisions and authorities.

(2) Add interest or dividends on obligations of any
authority, comm ssion, instrunentality, territory, or possession
of the United States to the extent that the interest or dividends
are exenmpt fromfederal inconme taxes but not fromstate incone

t axes.

(3) Deduct interest or dividends on obligations of the United
States and its territories and possessions or of any authority,
commi ssion, or instrunmentality of the United States to the extent
that the interest or dividends are included in federal adjusted
gross incone but exenpt fromstate incone taxes under the | aws of

the United States.

(4) | i sabili | N g |
el uded_in federal adi . : .

5 | : Y | o e o o :
o | I : I g I neluded_ i
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{8) Deduct any interest or interest equivalent on public

obligations and purchase obligations issued on or before the

effective date of this anendnent, to the extent that the interest

or interest equivalent is included in federal adjusted gross

i ncone.

{9-(5) Add any | oss or deduct any gain resulting fromthe

sal e, exchange, or other disposition of public obligations issued

on or before the effective date of this amendnent, to the extent

that the | oss has been deducted or the gain has been included in

conmputing federal adjusted gross incone.
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n H H n
)

I . . . . IR : |
RevenueCode—

+2)3(6) (a) Deduct any anount included in federal adjusted
gross incone solely because the anobunt represents a rei nbursenent
or refund of expenses that in any year the taxpayer had deducted
as an item zed deduction pursuant to section 63 of the Interna
Revenue Code and applicable United States departnent of the
treasury regul ati ons. The deduction otherw se all owed under
di vision (A) 2163 (a) of this section shall be reduced to the
extent the reinbursenent is attributable to an anount the taxpayer

deducted under this section in any taxable year.

(b) Add any anount not otherw se included in Ohio adjusted
gross incone for any taxable year to the extent that the amount is
attributable to the recovery during the taxable year of any anount
deducted or excluded in conmputing federal or Chio adjusted gross

incone in any taxable year.

+33(7) Deduct any portion of the deduction described in
section 1341(a)(2) of the Internal Revenue Code, for repaying
previously reported i ncome received under a claimof right, that

nmeets both of the follow ng requirenents:

(a) It is allowable for repaynent of an itemthat was
included in the taxpayer's adjusted gross incone for a prior
taxabl e year and did not qualify for a credit under division (A
or (B) of section 5747.05 of the Revised Code for that year

(b) I't does not otherw se reduce the taxpayer's adjusted

gross income for the current or any other taxable year.
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263-(9)(a) Add five-sixths of the amount of depreciation

expense al |l owed by subsection (k) of section 168 of the Interna

Revenue Code, including the taxpayer's proportionate or
di stributive share of the anpbunt of depreciation expense all owed

by that subsection to a pass-through entity in which the taxpayer

has a direct or indirect ownership interest. The tax conmi ssi oner,

under procedures established by the conm ssioner, nmay wai ve the
add- back related to a pass-through entity if the taxpayer owns,
directly or indirectly, less than five per cent of the

pass-through entity.

(b) Nothing in division (A {26)(9) of this section shall be
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construed to adjust or nodify the adjusted basis of any asset.

(c) To the extent the add-back required under division
(A)26)0(9)(a) of this section is attributable to property
gener ati ng nonbusi ness inconme or |oss allocated under section
5747.20 of the Revised Code, the add-back shall be sitused to the
sanme | ocation as the nonbusi ness inconme or |oss generated by the
property for the purpose of determning the credit under division
(A) of section 5747.05 of the Revised Code. Ot herw se, the
add- back shall be apportioned, subject to one or nore of the four
alternative nethods of apportionnment enunmerated in section 5747.21
of the Revi sed Code.

23-(10)(a) If the taxpayer was required to add an anount
under division (A)26)(9)(a) of this section for a taxable year
deduct one-fifth of the anbunt so added for each of the five

succeedi ng taxabl e years.

(b) If the anpbunt deducted under division (A 3-(10)(a) of
this section is attributable to an add-back al | ocated under
division (A)26>(9)(c) of this section, the anpbunt deducted shal
be sitused to the sanme l[ocation. O herw se, the add-back shall be
apportioned using the apportionnent factors for the taxable year
in which the deduction is taken, subject to one or nore of the
four alternative nethods of apportionnment enunerated in section
5747.21 of the Revised Code.

(B) "Business inconme" means income, including gain or |oss,
arising fromtransactions, activities, and sources in the regular
course of a trade or business and includes income, gain, or |oss
fromreal property, tangible property, and intangible property if
the acquisition, rental, nanagenment, and disposition of the
property constitute integral parts of the regular course of a
trade or business operation. "Business incone" includes incone,
including gain or loss, froma partial or conplete |iquidation of

a business, including, but not limted to, gain or loss fromthe
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sale or other disposition of goodwill.

(O "Nonbusi ness incone" neans all incone other than business
i ncone and may include, but is not limted to, conpensation, rents
and royalties fromreal or tangible personal property, capital
gai ns, interest, dividends and distributions, patent or copyright

royalties, or lottery w nnings, prizes, and awards.

(D) "Compensation” means any form of remuneration paid to an

enpl oyee for personal services.

(E) "Fiduciary" nmeans a guardi an, trustee, executor,
adm ni strator, receiver, conservator, or any other person acting

in any fiduciary capacity for any individual, trust, or estate.

(F) "Fiscal year" nmeans an accounting period of twelve nonths

ending on the [ast day of any nonth other than Decenber.
(G "Individual" nmeans any natural person.

(H "Internal Revenue Code" neans the "lInternal Revenue Code
of 1986," 100 Stat. 2085, 26 U.S.C. A 1, as anended.

(1) "Resident" nmeans any of the follow ng, provided that
division (1)(3) of this section applies only to taxable years of a
trust beginning in 2002, 2003, or 2004:

(1) An individual who is domiciled in this state, subject to
section 5747.24 of the Revised Code;

(2) The estate of a decedent who at the tine of death was
domiciled in this state. The domicile tests of section 5747.24 of
the Revised Code and any el ection under section 5747.25 of the
Revi sed Code are not controlling for purposes of division (1)(2)

of this section.

(3) Atrust that, in whole or part, resides in this state. If
only part of a trust resides in this state, the trust is a

resident only with respect to that part.

For the purposes of division (1)(3) of this section:
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(a) Atrust resides in this state for the trust's current
taxabl e year to the extent, as described in division (1)(3)(d) of
this section, that the trust consists directly or indirectly, in
whol e or in part, of assets, net of any related liabilities, that
were transferred, or caused to be transferred, directly or

indirectly, to the trust by any of the follow ng:

(i) A person, a court, or a governnmental entity or
instrunentality on account of the death of a decedent, but only if
the trust is described in division (1)(3)(e)(i) or (ii) of this

section;

(ii) A person who was domiciled in this state for the
pur poses of this chapter when the person directly or indirectly
transferred assets to an irrevocable trust, but only if at |east
one of the trust's qualifying beneficiaries is domciled in this
state for the purposes of this chapter during all or sone portion

of the trust's current taxable year

(iii) A person who was doniciled in this state for the
pur poses of this chapter when the trust docunent or instrument or
part of the trust document or instrunment becane irrevocabl e, but
only if at least one of the trust's qualifying beneficiaries is a
resident domciled in this state for the purposes of this chapter

during all or sone portion of the trust's current taxable year.

(b) Atrust is irrevocable to the extent that the transferor
is not considered to be the owner of the net assets of the trust

under sections 671 to 678 of the Internal Revenue Code.

(c) Wth respect to a trust other than a charitable |ead
trust, "qualifying beneficiary" has the same nmeaning as "potenti al
current beneficiary" as defined in section 1361(e)(2) of the
I nternal Revenue Code, and with respect to a charitable |ead trust
"qual i fying beneficiary" is any current, future, or contingent

beneficiary, but with respect to any trust "qualifying
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ciary" excludes a person or a governnental entity or
instrunentality to any of which a contribution would qualify for
the charitabl e deduction under section 170 of the Internal Revenue
Code.

(d) For the purposes of division (1)(3)(a) of this section,
the extent to which a trust consists directly or indirectly, in
whole or in part, of assets, net of any related liabilities, that
were transferred directly or indirectly, in whole or part, to the
trust by any of the sources enunerated in that division shall be
ascertained by multiplying the fair market value of the trust's
assets, net of related liabilities, by the qualifying ratio, which

shall be conputed as foll ows:

(i) The first time the trust receives assets, the nunerator
of the qualifying ratio is the fair narket val ue of those assets
at that tine, net of any related liabilities, from sources
enunerated in division (1)(3)(a) of this section. The denoni nat or
of the qualifying ratio is the fair market value of all the

trust's assets at that time, net of any related liabilities.

(ii) Each subsequent tine the trust receives assets, a
revised qualifying ratio shall be conputed. The nunerator of the
revised qualifying ratio is the sumof (1) the fair market val ue
of the trust's assets imediately prior to the subsequent
transfer, net of any related liabilities, multiplied by the
qualifying ratio | ast conputed without regard to the subsequent
transfer, and (2) the fair market value of the subsequently
transferred assets at the tine transferred, net of any rel ated
liabilities, fromsources enunerated in division (1)(3)(a) of this
section. The denom nator of the revised qualifying ratio is the
fair market value of all the trust's assets inmediately after the

subsequent transfer, net of any related liabilities.

(e) For the purposes of division (1)(3)(a)(i) of this

section:
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(i) Atrust is described in division (1)(3)(e)(i) of this
section if the trust is a testanmentary trust and the testator of
that testanmentary trust was domiciled in this state at the tinme of
the testator's death for purposes of the taxes |evied under
Chapter 5731. of the Revised Code.

(i) Atrust is described in division (1)(3)(e)(ii) of this
section if the transfer is a qualifying transfer described in any
of divisions (1)(3)(f)(i) to (vi) of this section, the trust is an
irrevocable inter vivos trust, and at | east one of the trust's
qual i fying beneficiaries is domiciled in this state for purposes
of this chapter during all or some portion of the trust's current

t axabl e year.

(f) For the purposes of division (1)(3)(e)(ii) of this
section, a "qualifying transfer" is a transfer of assets, net of
any related liabilities, directly or indirectly to a trust, if the

transfer is described in any of the foll ow ng:

(i) The transfer is made to a trust, created by the decedent
before the decedent's death and while the decedent was domicil ed
inthis state for the purposes of this chapter, and, prior to the
death of the decedent, the trust becane irrevocable while the
decedent was domiciled in this state for the purposes of this

chapt er.

(ii) The transfer is nade to a trust to which the decedent,
prior to the decedent's death, had directly or indirectly
transferred assets, net of any related liabilities, while the
decedent was domiciled in this state for the purposes of this
chapter, and prior to the death of the decedent the trust becane
irrevocabl e while the decedent was domiciled in this state for the

pur poses of this chapter.

(iii) The transfer is made on account of a contractua

relationship existing directly or indirectly between the
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transferor and either the decedent or the estate of the decedent
at any time prior to the date of the decedent's death, and the
decedent was domiciled in this state at the tinme of death for
pur poses of the taxes |evied under Chapter 5731. of the Revised
Code.

(iv) The transfer is made to a trust on account of a
contractual relationship existing directly or indirectly between
the transferor and another person who at the tine of the
decedent's death was donmiciled in this state for purposes of this

chapt er.

(v) The transfer is nade to a trust on account of the will of

a testator.

(vi) The transfer is made to a trust created by or caused to
be created by a court, and the trust was directly or indirectly
created in connection with or as a result of the death of an
i ndi vi dual who, for purposes of the taxes |evied under Chapter
5731. of the Revised Code, was domiciled in this state at the tinme

of the individual's death.

(g) The tax conmi ssioner nay adopt rules to ascertain the

part of a trust residing in this state.

(J) "Nonresident” neans an individual or estate that is not a
resident. An individual who is a resident for only part of a
taxabl e year is a nonresident for the remai nder of that taxable

year.

(K) "Pass-through entity" has the sane nmeaning as in section
5733. 04 of the Revised Code.

(L) "Return" nmeans the notifications and reports required to
be filed pursuant to this chapter for the purpose of reporting the
tax due and includes declarations of estimated tax when so

requir ed.
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(M "Taxabl e year" neans the cal endar year or the taxpayer's
fiscal year ending during the cal endar year, or fractional part
t hereof , upon which the adjusted gross incone is calcul ated

pursuant to this chapter.

(N) "Taxpayer" neans any person subject to the tax inposed by
section 5747.02 of the Revised Code or any pass-through entity
that nakes the election under division (D) of section 5747.08 of
t he Revi sed Code.

(O "Dependents" neans dependents as defined in the Interna
Revenue Code and as clainmed in the taxpayer's federal inconme tax
return for the taxable year or which the taxpayer woul d have been
permitted to claimhad the taxpayer filed a federal income tax

return.

(P) "Principal county of enploynent"” nmeans, in the case of a
nonresident, the county within the state in which a taxpayer
perforns services for an enployer or, if those services are
perfornmed in nore than one county, the county in which the najor

portion of the services are perforned.

(Q As used in sections 5747.50 to 5747.55 of the Revised
Code:

(1) "Subdivision" neans any county, nunicipal corporation,

park district, or township.

(2) "Essential |ocal governnent purposes" includes all
functions that any subdivision is required by general lawto
exercise, including Iike functions that are exercised under a

charter adopted pursuant to the Onhio Constitution.

(R) "Overpaynment" means any anount already paid that exceeds

the figure determned to be the correct amount of the tax.

(S) "Taxable incone" or "Chio taxable income" applies only to

estates and trusts, and neans federal taxable incone, as defined

Page 89

2702
2703
2704
2705

2706
2707
2708
2709

2710
2711
2712
2713
2714

2715
2716
2717
2718
2719

2720
2721

2722
2723

2724
2725
2726
2727

2728
2729

2730
2731



H. B. No. 112
As Introduced

and used in the Internal Revenue Code, adjusted as foll ows:

(1) Add interest or dividends, net of ordinary, necessary,
and reasonabl e expenses not deducted in conputing federal taxable
i ncone, on obligations or securities of any state or of any
political subdivision or authority of any state, other than this
state and its subdivisions and authorities, but only to the extent
that such net anobunt is not otherwi se includible in Onhio taxable
incone and is described in either division (S)(1)(a) or (b) of

this section:

(a) The net ampunt is not attributable to the S portion of an
el ecting small business trust and has not been distributed to

beneficiaries for the taxable year;

(b) The net ampount is attributable to the S portion of an

el ecting small business trust for the taxable year.

(2) Add interest or dividends, net of ordinary, necessary,
and reasonabl e expenses not deducted in conputing federal taxable
i ncone, on obligations of any authority, commi ssion,
instrunentality, territory, or possession of the United States to
the extent that the interest or dividends are exenpt from federal
i ncone taxes but not fromstate incone taxes, but only to the
extent that such net ampbunt is not otherwi se includible in GChio
taxabl e incone and is described in either division (S)(1)(a) or

(b) of this section;

(3) Add the amount of personal exenption allowed to the

estate pursuant to section 642(b) of the Internal Revenue Code;

(4) Deduct interest or dividends, net of related expenses
deducted in conputing federal taxable inconme, on obligations of
the United States and its territories and possessions or of any
authority, commssion, or instrunmentality of the United States to
the extent that the interest or dividends are exenpt fromstate

taxes under the laws of the United States, but only to the extent
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t hat such anmount is included in federal taxable income and is

described in either division (S)(1)(a) or (b) of this section;

{6) Deduct any interest or interest equivalent, net of

rel at ed expenses deducted in conputing federal taxable incone, on

public obligations and purchase obligations issued on or before

the effective date of this anmendnent., but only to the extent that

such net ampunt relates either to inconme included in federa
taxabl e income for the taxable year or to inconme of the S portion

of an electing small business trust for the taxable year;

A-(6) Add any | oss or deduct any gain resulting from sal e,

exchange, or other disposition of public obligations issued on or

before the effective date of this anendnent, to the extent that

such | oss has been deducted or such gain has been included in
computing either federal taxable incone or incone of the S portion

of an electing small business trust for the taxable year;

83(7) Except in the case of the final return of an estate,
add any anount deducted by the taxpayer on both its Chio estate
tax return pursuant to section 5731.14 of the Revised Code, and on
its federal incone tax return in deternmning federal taxable

i ncone;

{93(8) (a) Deduct any anount included in federal taxable

i ncone sol ely because the anpbunt represents a rei nbursenent or
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refund of expenses that in a previous year the decedent had
deducted as an item zed deduction pursuant to section 63 of the
Internal Revenue Code and applicable treasury regul ations. The
deducti on otherw se all owed under division (S)9)H(8)(a) of this
section shall be reduced to the extent the reinbursenent is
attributable to an anmobunt the taxpayer or decedent deducted under

this section in any taxable year.

(b) Add any anmpunt not otherw se included in Chio taxable
i ncone for any taxable year to the extent that the anmount is
attributable to the recovery during the taxable year of any anount
deducted or excluded in conmputing federal or Chio taxable incone
in any taxable year, but only to the extent such ampbunt has not

been distributed to beneficiaries for the taxable year.

26)-(9) Deduct any portion of the deduction described in
section 1341(a)(2) of the Internal Revenue Code, for repaying
previously reported i ncome received under a claimof right, that

neets both of the follow ng requirenents:

(a) It is allowable for repaynent of an itemthat was
included in the taxpayer's taxable income or the decedent's
adj usted gross incone for a prior taxable year and did not qualify
for a credit under division (A) or (B) of section 5747.05 of the
Revi sed Code for that year.

(b) It does not otherw se reduce the taxpayer's taxable
i ncone or the decedent's adjusted gross incone for the current or

any other taxable year.

+35-(10) Add any anount clainmed as a credit under section
5747. 059 of the Revised Code to the extent that the anpunt

satisfies either of the foll ow ng:

(a) The armount was deducted or excluded fromthe conputation
of the taxpayer's federal taxable inconme as required to be

reported for the taxpayer's taxable year under the Interna
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Revenue Code;

(b) The anmount resulted in a reduction in the taxpayer's
federal taxable inconme as required to be reported for any of the

taxpayer's taxabl e years under the Internal Revenue Code.

2002—2003—e+—2004—

+33(11) Add the net anmount of income described in section
641(c) of the Internal Revenue Code to the extent that anmount is

not included in federal taxable incone.

+4)3(12) Add or deduct the amount the taxpayer woul d be
required to add or deduct under division (A)20)3(9) or 2BH-(10) of
this section if the taxpayer's Chio taxable i ncome were comnputed
in the same manner as an individual's Chio adjusted gross incomne
is computed under this section. In the case of a trust, division
(S)24)-(12) of this section applies only to any of the trust's
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t axabl e years begi nning in 2002, 2003, or 2004.

(T) "School district incone" and "school district inconme tax"

have the same neanings as in section 5748.01 of the Revised Code.

(U As used in divisions (A 8)-(4), (A5, (965, and
(S)EA-(6) of this section, "public obligations,” "purchase

obligations,” and "interest or interest equivalent" have the sane

nmeani ngs as in section 5709.76 of the Revised Code.

(V) "Limted liability conpany" means any limted liability
conmpany formed under Chapter 1705. of the Revised Code or under

the laws of any other state.

(W "Pass-through entity investor" means any person who,
during any portion of a taxable year of a pass-through entity, is
a partner, nenber, shareholder, or equity investor in that

pass-t hrough entity.

(X) "Banking day" has the same nmeaning as in section 1304.01
of the Revi sed Code.

(Y) "Month" neans a cal endar nonth.

(2) "Quarter" neans the first three nonths, the second three
nonths, the third three nonths, or the last three nonths of the

t axpayer's taxabl e year
(AA) (1) _"Eligible i . — :
. . . Ll . . . .

n . . . . "
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£BB)}(1) "Mdified business incone" neans the business incone

included in a trust's Ohio taxable incone after such taxable

income is first reduced by the qualifying trust amount, if any.

(2) "Qualifying trust anount" of a trust neans capital gains

and | osses fromthe sale, exchange, or other disposition of equity

or ownership interests in, or debt obligations of, a qualifying
i nvestee to the extent included in the trust's Chio taxable

incone, but only if the followi ng requirenments are satisfied:

(a) The book val ue of the qualifying investee's physical
assets in this state and everywhere, as of the last day of the
gualifying investee's fiscal or calendar year ending inmediately
prior to the date on which the trust recogni zes the gain or |oss,

is available to the trust.
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(b) The requirenments of section 5747.011 of the Revised Code
are satisfied for the trust's taxable year in which the trust

recogni zes the gain or |oss.

Any gain or loss that is not a qualifying trust anount is
nodi fi ed busi ness inconme, qualifying investnent incone, or

nodi fi ed nonbusi ness incone, as the case may be.

(3) "Modified nonbusiness inconme"” nmeans a trust's Chio
t axabl e i ncome ot her than nodified business incone, other than the
qual i fying trust anount, and other than qualifying investnent
incone, as defined in section 5747.012 of the Revised Code, to the
extent such qualifying investnent inconme is not otherw se part of

nodi fi ed busi ness i ncone.

(4) "Modified Chio taxable incone" applies only to trusts,

and neans the sum of the ampbunts described in divisions
BBX(AA)(4)(a) to (c) of this section

(a) The fraction, calculated under division (B)(2) of section
5733. 05, and appl ying section 5733. 057 of the Revised Code, as if
the trust were a corporation subject to the tax inposed by section
5733.06 of the Revised Code, nmultiplied by the sumof the

foll ow ng anounts:
(i) The trust's nodified business incong;

(ii) The trust's qualifying investnment incone, as defined in
section 5747.012 of the Revised Code, but only to the extent the
qual i fying investnment inconme does not otherw se constitute
nodi fi ed business inconme and does not otherw se constitute a

qual i fying trust anount.

(b) The qualifying trust amount nmultiplied by a fraction, the
nurrerator of which is the sumof the book value of the qualifying
i nvestee's physical assets in this state on the |ast day of the

qgual i fying investee's fiscal or cal endar year ending i mediately
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prior to the day on which the trust recogni zes the qualifying
trust ampunt, and the denom nator of which is the sum of the book
val ue of the qualifying investee's total physical assets
everywhere on the last day of the qualifying investee's fiscal or
cal endar year ending imediately prior to the day on which the
trust recognizes the qualifying trust amount. If, for a taxable
year, the trust recognizes a qualifying trust anmount with respect
to nore than one qualifying investee, the anobunt described in

di vi sion (BB}(AA) (4)(b) of this section shall equal the sum of the

products so conputed for each such qualifying investee.

(c)(i) Wth respect to a trust or portion of a trust that is
a resident as ascertained in accordance with division (1)(3)(d) of

this section, its nodified nonbusi ness i ncone.

(ii) Wth respect to a trust or portion of a trust that is
not a resident as ascertained in accordance with division
(1)(3)(d) of this section, the amobunt of its nodified nonbusiness
i ncone satisfying the descriptions in divisions (B)(2) to (5) of
section 5747.20 of the Revised Code.

If the allocation and apportionnment of a trust's incone under
di vi sions {BB}(AA)(4)(a) and (c) of this section do not fairly
represent the nodified Chio taxable incone of the trust in this
state, the alternative nmethods described in division (C of
section 5747.21 of the Revised Code may be applied in the manner

and to the sanme extent provided in that section.

(5)(a) Except as set forth in division (BB}(AA) (5)(b) of this
section, "qualifying investee" nmeans a person in which a trust has
an equity or ownership interest, or a person or unit of governnent
the debt obligations of either of which are owned by a trust. For
the purposes of division (BB-AA) (2)(a) of this section and for
the purpose of conputing the fraction described in division
{BBX(AA) (4)(b) of this section, all of the follow ng apply:
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(i) If the qualifying investee is a nenber of a qualifying
controlled group on the last day of the qualifying investee's
fiscal or calendar year ending inmediately prior to the date on
whi ch the trust recognizes the gain or loss, then "qualifying
i nvestee" includes all persons in the qualifying controlled group

on such | ast day.

(ii) If the qualifying investee, or if the qualifying
i nvestee and any nenbers of the qualifying controlled group of
which the qualifying investee is a nenber on the |ast day of the
qual i fying investee's fiscal or cal endar year ending i mediately
prior to the date on which the trust recogni zes the gain or |oss,
separately or cunulatively own, directly or indirectly, on the
| ast day of the qualifying investee's fiscal or cal endar year
ending imediately prior to the date on which the trust recogni zes
the qualifying trust anmount, nore than fifty per cent of the
equity of a pass-through entity, then the qualifying investee and
the other nmenbers are deenmed to own the proportionate share of the
pass-through entity's physical assets which the pass-through
entity directly or indirectly owns on the |ast day of the
pass-through entity's calendar or fiscal year ending within or
with the last day of the qualifying investee's fiscal or cal endar
year ending inmediately prior to the date on which the trust

recogni zes the qualifying trust anmount.

(iii) For the purposes of division {BB-(AA)(5)(a)(iii) of
this section, "upper |evel pass-through entity" means a
pass-through entity directly or indirectly owning any equity of
anot her pass-through entity, and "lower |evel pass-through entity”

nmeans that other pass-through entity.

An upper |evel pass-through entity, whether or not it is also
a qualifying investee, is deened to own, on the |ast day of the
upper | evel pass-through entity's calendar or fiscal year, the

proportionate share of the |lower |evel pass-through entity's
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physical assets that the |ower |evel pass-through entity directly
or indirectly owms on the last day of the |ower |evel pass-through
entity's calendar or fiscal year ending within or with the | ast
day of the upper |evel pass-through entity's fiscal or cal endar
year. |f the upper |evel pass-through entity directly and
indirectly owns less than fifty per cent of the equity of the

| oner | evel pass-through entity on each day of the upper |eve
pass-through entity's calendar or fiscal year in which or with
whi ch ends the cal endar or fiscal year of the |Iower |eve
pass-through entity and if, based upon clear and convinci ng

evi dence, conplete information about the |ocation and cost of the
physi cal assets of the | ower pass-through entity is not avail able
to the upper |evel pass-through entity, then solely for purposes
of ascertaining if a gain or loss constitutes a qualifying trust
anount, the upper |evel pass-through entity shall be deened as
owni ng no equity of the lower |evel pass-through entity for each
day during the upper |evel pass-through entity's cal endar or
fiscal year in which or with which ends the | ower |eve
pass-through entity's calendar or fiscal year. Nothing in division
BB}(AA) (5)(a)(iii) of this section shall be construed to provide
for any deduction or exclusion in conmputing any trust's Chio

t axabl e i ncone.

(b) Wth respect to a trust that is not a resident for the
taxabl e year and with respect to a part of a trust that is not a
resident for the taxable year, "qualifying i nvestee" for that
taxabl e year does not include a C corporation if both of the

foll ow ng apply:

(i) During the taxable year the trust or part of the trust
recogni zes a gain or loss fromthe sale, exchange, or other
di sposition of equity or ownership interests in, or debt

obligations of, the C corporation.

(ii) Such gain or loss constitutes nonbusiness incone.
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(6) "Available" nmeans information is such that a person is
able to learn of the information by the due date plus extensions,
if any, for filing the return for the taxable year in which the

trust recogni zes the gain or |oss.

{SS-(BB) "Qualifying controlled group” has the sane meani ng
as in section 5733.04 of the Revised Code.

BB)}-(CC) "Rel ated nenber"” has the sane meaning as in section
5733. 042 of the Revised Code.

{EE-(DD) Any termused in this chapter that is not otherw se
defined in this section and that is not used in a conparable
context in the Internal Revenue Code and ot her statutes of the
United States relating to federal incone taxes has the sane

meaning as in section 5733.40 of the Revised Code.

Sec. 5747.02. (A) For the purpose of providing revenue for
the support of schools and | ocal governnent functions, to provide
relief to property taxpayers, to provide revenue for the genera
revenue fund, and to neet the expenses of adm nistering the tax
| evied by this chapter, there is hereby |evied on every
i ndividual, trust, and estate residing in or earning or receivVving
income in this state, on every individual, trust, and estate
earning or receiving lottery w nnings, prizes, or awards pursuant
to Chapter 3770. of the Revised Code, and on every i ndividual
trust, and estate otherw se having nexus with or in this state
under the Constitution of the United States, an annual tax
reasured—in.

In the case of individuals, the tax is nmeasured by Onio

adj usted gross incone | ess an exenption for thetaxpayer—the
taxpayer—s—spouse—and each dependent—as—provi-dedin—section
5747 025 of the Revised Code——mpasured—+in of the taxpayer's

dependents and, for each return under section 5747.08 of the
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Revi sed Code. an exenption equal to one of the foll owi ng anpunts: 3072
(1) Thirty thousand dollars in the case of a joint return; or 3073
(2) Fifteen thousand dollars in the case of any return other 3074
than a joint return. 3075
In the case of trusts, the tax is neasured by nodified GChio 3076
taxabl e i ncome under division (D) of this section: and neasured in 3077
the case of estates by Chio taxable incone. The tax inposed by 3078
this section on the balance thus obtained is hereby |levied as 3079
follows— 3080
OHILO-ARJUSTED CGROSS | NCOVE-LESS 3081
EXEMPTH-ONS—(-HNDHA-DUALS)-
or 3082
MODIHFHED-OHLO 3083
TFAXABLE | NCOVE(TRUSTS) 3084
oRr 3085
OHHO-TAXABLEHNCOVE L ESTATES) FAX 3086
$5, 000 orless —743% 3087
More—than—S$5-000-but—hot—nore $3715-plus—1-4860% of the—arpuht 3088
than—$10.000 h—excess—of—$5,-000
More—than—$16-000-but—not—nbre $411 45 plus—2- 9720 ot the 3089
than—$15-000 arouht—in—excess—of $10-000
More—tharn—$45-606—but—net—npre $260-05—ptus—3-—715%ef—the 3090
than—$20.000 ampunt—in—excessof $15-000
More—than—$20-606—but—not—nore $445 80-—ptus—4-457% ofthe 3091
than—$40,000 ampuyht—i-h—excess—of—$20 000
More—than—$40-600—but—not—nbre $1-33720-plus—5-20400f—the 3092
than—$80.000 ampunt—i-n—excess—of—$40-000
Morethan—$80, 000 but—not—nore $3 41760 plus 5-943%of the 3093
t+han—$100,000 amount—in—excess—of $80-000
More—+than—$100-000 but—not—npre $4. 60620 plus—6-9%of the 3094
+han—$200-000 ampuAt—in—excess—of—$100- 000

More—than—$200,000 $41-506-20-plus—7 50of-the 3095
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arouht—i-n—execess—of$200-000

at a rate of three and one-half per cent.

In July of each year, beginning in 2005, the tax conmi ssi oner
shal | adjust the inreere exenption anmounts prescribed in this
division by nmultiplying the percentage increase in the gross
domesti c product deflator conputed that year under section
5747.025 of the Revised Code by each of the iheene exenption
anmounts resulting fromthe adjustnent under this division in the
precedi ng year, adding the resulting product to the corresponding
Hhcone exenption anmount resulting fromthe adjustnent in the
precedi ng year, and rounding the resulting sumto the nearest
multiple of fifty dollars. Fhetax—eonm-ssioner—also—shal

recompite—each of the tax—dollar arpuntsto-the extent necessary
to—+reflectthe-adjiustwent—oftheincore—-anpunts— The rates rate of

taxation shall not be adjusted.

The adjusted anmounts apply to taxable years beginning in the
cal endar year in which the adjustnents are made. The tax
conm ssi oner shall not make such adjustnments in any year in which
the anmount resulting fromthe adjustnment would be | ess than the

amount resulting fromthe adjustnment in the preceding year.

(B) If the director of budget and management makes a
certification to the tax conmi ssioner under division (B) of
section 131.44 of the Revised Code, the anount of tax as
det erm ned under division (A of this section shall be reduced by
t he percentage prescribed in that certification for taxable years
begi nning in the cal endar year in which that certification is

made.

(C© The levy of this tax on income does not prevent a
muni ci pal corporation, a joint economc devel opnent zone created
under section 715.691, or a joint econom ¢ devel opnent district

created under section 715.70 or 715.71 or sections 715.72 to
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715.81 of the Revised Code fromlevying a tax on incone.

(D) This division applies only to taxable years of a trust
begi nning in 2002, 2003, or 2004.

(1) The tax inposed by this section on a trust shall be
computed by nultiplying the Chio nodified taxable incone of the
trust by the rates rate prescribed by division (A) of this

secti on.

(2) Acredit is allowed against the tax conputed under
division (D) of this section equal to the lesser of (1) the tax
paid to another state or the District of Colunbia on the trust's
nodi fi ed nonbusi ness incone, other than the portion of the trust's
nonbusi ness inconme that is qualifying investnent incone as defined
in section 5747.012 of the Revised Code, or (2) the effective tax
rate, based on nodified Chio taxable inconme, nultiplied by the
trust's nodified nonbusi ness incone other than the portion of
trust's nonbusiness incone that is qualifying investnent incone.

The credit applies before any other applicable credits.

(3) The credits enunerated in divisions (A {H—+e—{33> and
(B) of section 574498 5747.05 of the Revised Code do not apply to

a trust subject to this division. Anyeredits enuneratedinother
divrstons—ot—section-5744-98 ot the Revised-Codeapplyto—a—trust
subjeet—tothisdivision— To the extent that the trust distributes
incone for the taxable year for which a credit is available to the
trust, the credit shall be shared by the trust and its
beneficiaries. The tax conm ssioner and the trust shall be guided
by applicable regulations of the United States treasury regarding

the sharing of credits.

(E) For the purposes of this section, "trust" neans any trust
descri bed in Subchapter J of Chapter 1 of the Internal Revenue
Code, excluding trusts that are not irrevocable as defined in
division (1)(3)(b) of section 5747.01 of the Revised Code and that
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have no nodified Chio taxable incone for the taxable year
charitable remai nder trusts, qualified funeral trusts, endowrent
and perpetual care trusts, qualified settlenment trusts and funds,
desi gnated settlenent trusts and funds, and trusts exenpted from

taxati on under section 501(a) of the Internal Revenue Code.

Sec. 5747.05. As used in this section, "incone tax" includes

both a tax on net inconme and a tax neasured by net incone.

The following credits shall be allowed agai nst the incone tax
i mposed by section 5747.02 of the Revised Code on individuals and

est at es:

(A) (1) The ampbunt of tax otherw se due under section 5747.02
of the Revised Code on such portion of the adjusted gross incone
of any nonresident taxpayer that is not allocable to this state
pursuant to sections 5747.20 to 5747.23 of the Revised Code;

(2) The credit provided under this division shall not exceed
the portion of the total tax due under section 5747.02 of the
Revi sed Code that the anobunt of the nonresident taxpayer's
adj usted gross inconme not allocated to this state pursuant to
sections 5747.20 to 5747.23 of the Revised Code bears to the tota
adj usted gross incone of the nonresident taxpayer derived from all

sources everywhere

(3) The tax commr ssioner nmay enter into an agreement with the
taxing authorities of any state or of the District of Colunbia
that inposes an inconme tax to provide that conpensation paid in
this state to a nonresident taxpayer shall not be subject to the
tax levied in section 5747.02 of the Revised Code so |long as
conmpensation paid in such other state or in the District of
Colunbia to a resident taxpayer shall |ikewi se not be subject to

the inconme tax of such other state or of the District of Col unbi a.

(B) The lesser of division (B)(1) or (2) of this section:
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(1) The anount of tax otherw se due under section 5747.02 of
the Revised Code on such portion of the adjusted gross incone of a
resi dent taxpayer that in another state or in the District of
Col unbia is subjected to an income tax. The credit provided under
division (B)(1) of this section shall not exceed the portion of
the total tax due under section 5747.02 of the Revised Code that
the anount of the resident taxpayer's adjusted gross incone
subjected to an incone tax in the other state or in the District
of Col umbia bears to the total adjusted gross incone of the

resi dent taxpayer derived fromall sources everywhere.

(2) The ampbunt of incone tax liability to another state or
the District of Colunbia on the portion of the adjusted gross
income of a resident taxpayer that in another state or in the
District of Colunbia is subjected to an inconme tax. The credit
provi ded under division (B)(2) of this section shall not exceed
t he amount of tax otherw se due under section 5747.02 of the
Revi sed Code.

(3) If the credit provided under division (B) of this section
is affected by a change in either the portion of adjusted gross
i ncone of a resident taxpayer subjected to an inconme tax in
another state or the District of Colunbia or the anpunt of incone
tax liability that has been paid to another state or the District
of Col unmbi a, the taxpayer shall report the change to the tax
conmmi ssioner within sixty days of the change in such formas the

conmmi ssi oner requires.

(a) In the case of an underpaynent, the report shall be
acconpani ed by paynent of any additional tax due as a result of
the reduction in credit together with interest on the additiona
tax and is a return subject to assessnent under section 5747.13 of
the Revised Code solely for the purpose of assessing any
addi tional tax due under this division, together with any

applicable penalty and interest. It shall not reopen the
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computation of the taxpayer's tax liability under this chapter
froma previously filed return no | onger subject to assessnent
except to the extent that such liability is affected by an

adjustnent to the credit allowed by division (B) of this section.

(b) In the case of an overpaynent, an application for refund
may be filed under this division within the sixty day period
prescribed for filing the report even if it is beyond the period
prescribed in section 5747.11 of the Revised Code if it otherwi se
conforns to the requirenents of such section. An application filed
under this division shall only claimrefund of overpaynents
resulting froman adjustnment to the credit allowed by division (B)
of this section unless it is also filed within the time prescribed
in section 5747.11 of the Revised Code. It shall not reopen the
conmputation of the taxpayer's tax liability except to the extent
that such liability is affected by an adjustnment to the credit

all oned by division (B) of this section.

(O For—ataxpayer—sixty-five yearsof age orolder—during
I bl , e s I | it "
: I . I be_filed I . . c 4
Revised GCode—
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By—Ataxpayer—sixty—tive—years—of—age—or—older—during—the 3239
taxable—year—whohas—reecetved—aturp—sum-distrbution+froma 3240
on , ' ‘| hari | , | N 3241

| . i I hi visi AT Y 3249

i hich td . il ed I i visi (oo 3243
th-s—seetoh—Ataxpayer—nekirg—sueh—election—shal—recelve—=a 3244
eredit+—tor—thetaxable—year—egqual—toHHydoHars—tirps—the 3245
taxpayer—s—expected—reranngtHHe—as—shown—by—anrhruty—tables 3246
Fssued—under—the—provisions—ofthetnternal—RevenveGCode—anrd—+ 3247
efHeet—Ffor—the—calendar—year—whi-ch—includesthetast—day—of—the 3248
N . ki I . I hi visi . 3249

il ed I i hori I I i (O ofthi 3250
sect-on—n—subsequent—taxable—vyears—except—that—+f—such—election 3251
was—ade—pror—to—dHy—1——1933—thetaxpayer—+s—entitted-to 3252
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A B-
H—THE-ABDJUSTED-GROSS1-NCOVE- THE-CREDH—FOR-THETAXABLE
LESS EXEMPTIONS—FOR - THE TAX—YEAR YEAR|-S—

rSo

$25-000—o6+—tess 20%
Morethan—$25- 000 but not nore 15%
than—$50,000

Morethan—$50 000 but not—nore 10%
t+Hhan—$75,-000

More—than—$75-000 5%

5 No claimfor credit under this section shall be allowed
unl ess the clainmant furni shes such supporting information as the
tax commi ssioner prescribes by rul es. Each—eredit—under—this

. Ly Lai . I . .
5747986t theRevised Code—

(D) An individual who is a resident for part of a taxable
year and a nonresident for the remainder of the taxable year is
allowed the credits under divisions (A and (B) of this section in
accordance with rules prescribed by the tax conm ssioner. In no

event shall the sane incone be subject to both credits.

3H-(E) The credit allowed under disien divisions (A and

(B) of this section shall be cal cul ated based upon the anmount of
tax due under section 5747.02 of the Revised Code after
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H-(F) No credit shall be all owed under division (B) of this
section unl ess the taxpayer furnishes such proof as the tax
conmmi ssioner shall require that the incone tax liability has been

paid to another state or the District of Colunbia.

(G No credit shall be allowed under division (B) of this
section for conpensation that is not subject to the incone tax of
another state or the District of Colunbia as the result of an
agreenent entered into by the tax comm ssioner under division
(A)(3) of this section

Sec. 5747.059. (A) This section applies only to reduce the
tax inmposed by section 5747.02 of the Revised Code.

(B) There is hereby allowed a refundable credit against the
tax inposed under section 5747.02 of the Revised Code. This credit
shall be equal to the taxpayer's proportionate share of the |esser
of either the tax due or the tax paid under section 5733.41 or
5747.41 of the Revised Code by any qualifying entity as defined in
section 5733.40 of the Revised Code for the qualifying taxable
year of the qualifying entity which ends in the taxable year of

t he taxpayer.

(C© The taxpayer shall claimthe credit for the taxpayer's
taxabl e year in which ends the qualifying entity's qualifying
taxabl e year. For purposes of naking tax paynents under this
chapter, taxes equal to the anount of the credit shall be
consi dered to be paid by the taxpayer to this state on the day
that the qualifying entity pays to the treasurer of state the
anount due pursuant to section 5733.41 and sections 5747.41 to

5747. 453 of the Revised Code with respect to and for the taxpayer

(D) In claiming the credit and deternm ning the taxpayer's
proportionate share of the tax due and the tax paid by any

qualifying entity, the taxpayer shall follow the concepts set
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forth in subchapters J and K of the Internal Revenue Code.

i hal : ) I I :
section 574798 of the Revised Code— |f the anbunt of the credit

under this section exceeds the anpbunt of tax otherw se due under
section 5747.02 of the Revised Code after deductionof all other
eredi-ts—inthat—order, the taxpayer is entitled to a refund of the

excess.

Sec. 5747.062. As used in this section, "transferee" has the
same neaning as in section 3770.10 of the Revised Code, and

"recipient" includes a transferee.

(A) (1) The state lottery comm ssion shall deduct and w t hhol d
fromeach lottery prize award paynment that exceeds five thousand
dol I ars an amount equal to three and one-half per cent of the
paynent, prior to naking any other reduction required by Chapter
3770. of the Revised Code.

(2) On or before the tenth banking day of each nonth, the
state lottery conm ssion, and each transferee required to deduct
and wi thhold anpbunts pursuant to section 3770.072 of the Revised
Code, shall file a return and remt to the tax conmi ssioner al
amount s deducted and wi thheld pursuant to this section during the

precedi ng nont h.

(3) On or before the thirty-first day of January of each
year, the state lottery conmission, and each transferee required
to deduct and wi thhol d anobunts pursuant to section 3770.072 of the
Revi sed Code, shall file with the conmi ssioner an annual return,
in the formprescribed by the tax conmi ssioner, indicating the
total anount deducted and wi thheld pursuant to this section during
the precedi ng cal endar year. At the tinme of filing that return
the state lottery conm ssion or transferee shall remt any anobunt
deducted and wi thhel d during the precedi ng cal endar year that was

not previously renitted.
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(4) The state lottery conmmi ssion, and each transferee
required to deduct and wi thhold amounts pursuant to section
3770.072 of the Revised Code, shall issue to each person with
respect to whomtax has been deducted and wi thheld by the
conm ssion or transferee pursuant to this section during the
precedi ng cal endar year, an information return in the form

prescri bed by the conm ssi oner.

(B)(1) Division (B)(1) of this section does not apply to
persons classified for federal inconme tax purposes as associ ations

t axabl e as corporations.

Anmounts w thheld pursuant to this section shall be treated as
a credit against the tax inmposed pursuant to section 5747.02 of
the Revised Code upon the lottery prize award recipient, upon a
beneficiary of such a recipient, or upon any investor in such a
recipient if the recipient is a pass-through entity or disregarded
entity, and shall be treated as paid by the recipient,
beneficiary, or investor on the date on which those anobunts are
deducted and withheld. The credit is a refundable credit ard—shal
be—clatred—in-the order—reguired-under—section-5747-98-of the
Revised—Cede. The credit is available to the recipient,
beneficiary, or investor even if the comm ssion or transferee does

not remt to the tax comm ssioner the anmpunt w t hhel d.

(2) Division (B)(2) of this section applies only to persons
classified for federal incone tax purposes as associ ations taxable

as corporations.

Areunt Anounts withheld pursuant to this section shall be
treated as a credit against the tax inposed pursuant to section
5733.06 of the Revised Code for the tax year imediately follow ng
the date on which those anobunts are deducted and w thhel d, upon
the lottery prize award recipient, upon a beneficiary of such a

reci pient, or upon an investor in such a recipient if the
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recipient is a pass-through entity or disregarded entity, and
shall be treated as paid by the recipient, beneficiary, or

i nvestor on the date on which those ampbunts are deducted and

wi t hhel d. The credit is a refundable credit and shall be clai ned
in the order required under section 5733.98 of the Revised Code.
The credit is available to the recipient, beneficiary, or investor
even if the conm ssion or transferee does not renmt to the tax

conm ssi oner the anmount w t hhel d.

(3) Nothing in division (B)(1) or (2) of this section shal
be construed to allow nore than one person to claimthe credit for

any portion of each amount deducted and wi t hhel d.

(C Failure of the conmission or any transferee to deduct and
wi thhold the required amounts fromlottery prize awards or to
remt amounts withheld as required by this section and section
3770.072 of the Revised Code shall not relieve a taxpayer
described in division (B) of this section fromliability for the
tax inposed by section 5733.06 or 5747.02 of the Revised Code.

Sec. 5747.08. An annual return with respect to the tax
i nposed by section 5747.02 of the Revised Code and each tax
i nposed under Chapter 5748. of the Revised Code shall be nmade by
every taxpayer for any taxable year for which the taxpayer is
liable for the tax inposed by that section or under that chapter,
unl ess the total eredits—allowedunder—divisions{(E+—(F-+—anrd{(G
of—seetion—5747-05 exenptions to which the taxpayer is entitled
under division (A) of section 5747.02 of the Revised Code for the

year are equal to or exceed the tax inposed by section 5747.02 of
the Revised Code, in which case no return shall be required unless
the taxpayer is liable for a tax inmposed pursuant to Chapter 5748.
of the Revised Code.

(A) If an individual is deceased, any return or notice

requi red of that individual under this chapter shall be nade and
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filed by that decedent's executor, administrator, or other person

charged with the property of that decedent.

(B) If an individual is unable to nmake a return or notice
required by this chapter, the return or notice required of that
i ndi vidual shall be rmade and filed by the individual's duly
aut hori zed agent, guardi an, conservator, fiduciary, or other
person charged with the care of the person or property of that

i ndi vi dual

(© Returns or notices required of an estate or a trust shal

be made and filed by the fiduciary of the estate or trust.

(D) (1)(a) Except as otherwi se provided in division (D)(1)(b)
of this section, any pass-through entity may file a single return
on behalf of one or nore of the entity's investors other than an
investor that is a person subject to the tax inposed under section
5733.06 of the Revised Code. The single return shall set forth the
nane, address, and social security number or other identifying
nunber of each of those pass-through entity investors and shal
i ndicate the distributive share of each of those pass-through
entity investor's incone taxable in this state in accordance with
sections 5747.20 to 5747.231 of the Revised Code. Such
pass-through entity investors for whomthe pass-through entity
elects to file a single return are not entitled to the exenption
exenptions or credit provided for by seetiens section 5747.02 and
5747022 of the Revised Code; shall calculate the tax before
busi ness credits at the highest rate of tax set forth in section
5747.02 of the Revised Code for the taxable year for which the
return is filed; and are entitled to only their distributive share
of the business credits as defined in division (D)(2) of this
section. A single check drawn by the pass-through entity shall
acconpany the return in full paynent of the tax due, as shown on
the single return, for such investors, other than investors who

are persons subject to the tax inposed under section 5733.06 of
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t he Revi sed Code.

(b) (i) A pass-through entity shall not include in such a
single return any investor that is a trust to the extent that any
direct or indirect current, future, or contingent beneficiary of
the trust is a person subject to the tax inposed under section
5733. 06 of the Revised Code.

(ii) A pass-through entity shall not include in such a single
return any investor that is itself a pass-through entity to the
extent that any direct or indirect investor in the second
pass-through entity is a person subject to the tax inposed under
section 5733.06 of the Revised Code.

(c) Nothing in division (D) of this section precludes the tax
comm ssioner fromrequiring such investors to file the return and
meke the paynment of taxes and related interest, penalty, and
interest penalty required by this section or section 5747.02,
5747.09, or 5747.15 of the Revised Code. Nothing in division (D
of this section shall be construed to provide to such an investor
or pass-through entity any additional deduction or credit, other
than the credit provided by division (J) of this section, solely
on account of the entity's filing a return in accordance with this
section. Such a pass-through entity also shall nake the filing and
paynment of estimated taxes on behalf of the pass-through entity
i nvestors other than an investor that is a person subject to the

tax inposed under section 5733.06 of the Revised Code.

(2) For the purposes of this section, "business credits"”
means the—eredits—t-stedin—seeti-on5/47-98eftheRevisedCode

exetudi-ng the follow ng credits:
Ca) T , G | i visi B of :
5747-0655—efthe Revised—GCoder

; , . , . ; .
5747 05 of the Revised GCode—
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dind-steon—{B)y ot section5747-05o6f the RevisedGCode (a) The

refundable credit for taxes paid by a qualifying entity granted
under section 5747.059 of the Revised Code;

(b) The refundable credit for tax w thheld under section
5747. 062 of the Revi sed Code:

(c) The refundable credits for taxes paid by a qualifying

pass-through entity granted under division (J) of this section.

(3) The election provided for under division (D) of this
section applies only to the taxable year for which the election is

made by the pass-through entity. Unless the tax conm ssi oner
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provi des otherwi se, this election, once nade, is binding and
irrevocabl e for the taxable year for which the election is made.
Not hing in this division shall be construed to provide for any
deduction or credit that would not be allowable if a nonresident

pass-through entity investor were to file an annual return.

(4) If a pass-through entity makes the el ection provided for
under division (D) of this section, the pass-through entity shal
be liable for any additional taxes, interest, interest penalty, or
penal ties inposed by this chapter if the conmm ssioner finds that
the single return does not reflect the correct tax due by the
pass-through entity investors covered by that return. Nothing in
this division shall be construed to limt or alter the liability,
if any, inposed on pass-through entity investors for unpaid or
underpai d taxes, interest, interest penalty, or penalties as a
result of the pass-through entity's naking the election provided
for under division (D) of this section. For the purposes of
division (D) of this section, "correct tax due" neans the tax that
woul d have been paid by the pass-through entity had the single
return been filed in a manner reflecting the conm ssioner's
findings. Nothing in division (D) of this section shall be
construed to make or hold a pass-through entity liable for tax
attributable to a pass-through entity investor's inconme froma
source other than the pass-through entity electing to file the

single return

(E) +#—a A husband and wi fe fite—ajoint—federal—incoretax
returnforataxableyear—they shallfleajolntreturnunder
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to-this chapter—they may elect to file separate or joint returns,

and, pursuant to that election, their liabilities are separate or
joint and several. If a husband and wife file separate returns
pursuant to this chapter, each nust claimthe taxpayer's own
exenption, but not both, as authorized under section 5747.02 of

t he Revised Code on the taxpayer's own return

(F) Each return or notice required to be filed under this
section shall contain the signature of the taxpayer or the
taxpayer's duly authorized agent and of the person who prepared
the return for the taxpayer, and shall include the taxpayer's
soci al security nunber. Each return shall be verified by a
decl aration under the penalties of perjury. The tax conm ssioner
shal|l prescribe the formthat the signature and decl arati on shal

t ake.

(G Each return or notice required to be filed under this
section shall be made and filed as required by section 5747. 04 of
the Revised Code, on or before the fifteenth day of April of each
year, on forms that the tax conmi ssioner shall prescribe, together
with renmittance made payable to the treasurer of state in the
conbi ned amount of the state and all school district incone taxes
shown to be due on the form unless the conbi ned anbunt shown to
be due is one dollar or less, in which case that anmpunt need not

be remtted.

Upon good cause shown, the conmi ssioner nay extend the period
for filing any notice or return required to be filed under this
section and may adopt rules relating to extensions. If the
extension results in an extension of time for the paynent of any
state or school district incone tax liability with respect to
which the return is filed, the taxpayer shall pay at the tinme the
tax liability is paid an anobunt of interest conputed at the rate
per annum prescribed by section 5703.47 of the Revised Code on

that liability fromthe tine that paynent is due wi thout extension
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to the tine of actual payment. Except as provided in section

5747. 132 of the Revised Code, in addition to all other interest
charges and penalties, all taxes inposed under this chapter or
Chapter 5748. of the Revised Code and remai ning unpaid after they
becone due, except conbi ned anpbunts due of one dollar or |ess,

bear interest at the rate per annum prescribed by section 5703. 47
of the Revised Code until paid or until the day an assessment is

i ssued under section 5747.13 of the Revised Code, whi chever occurs

first.

If the comm ssioner considers it necessary in order to ensure
the paynment of the tax inposed by section 5747.02 of the Revised
Code or any tax inposed under Chapter 5748. of the Revised Code,
the commi ssioner may require returns and paynents to be made

ot herwi se than as provided in this section

(H If any report, claim statenent, or other document
required to be filed, or any paynent required to be made, within a
prescribed period or on or before a prescribed date under this
chapter is delivered after that period or that date by United
States mail to the agency, officer, or office with which the
report, claim statenent, or other docunent is required to be
filed, or to which the paynment is required to be nmade, the date of
the postmark stanped on the cover in which the report, claim
statenent, or other docunent, or paynent is nailed shall be deened

to be the date of delivery or the date of paynent.

If a paynent is required to be nmade by el ectronic funds
transfer pursuant to section 5747.072 of the Revised Code, the
paynment is considered to be made when the paynment is received by
the treasurer of state or credited to an account designated by the

treasurer of state for the receipt of tax paynents.

"The date of the postmark" neans, in the event there is nore
than one date on the cover, the earliest date inprinted on the

cover by the United States postal service.
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(1) The anmounts withheld by the enployer pursuant to section
5747.06 of the Revised Code shall be allowed to the recipient of
the conpensation as credits agai nst paynent of the appropriate
taxes inposed on the recipient by section 5747.02 and under
Chapter 5748. of the Revised Code.

(J) If, in accordance with division (D) of this section, a
pass-through entity elects to file a single return and if any
investor is required to file the return and nake t he paynent of
taxes required by this chapter on account of the investor's other
incone that is not included in a single return filed by a
pass-through entity, the investor is entitled to a refundable
credit equal to the investor's proportionate share of the tax paid
by the pass-through entity on behalf of the investor. The investor
shall claimthe credit for the investor's taxable year in which or
wi th which ends the taxable year of the pass-through entity.

Not hing in this chapter shall be construed to allow any credit
provided in this chapter to be clainmed nore than once. For the
pur poses of conputing any interest, penalty, or interest penalty,
the investor shall be deemed to have paid the refundable credit
provi ded by this division on the day that the pass-through entity

paid the estinated tax or the tax giving rise to the credit.

Sec. 5747.11. (A) The tax commi ssioner shall refund to
enpl oyers, qualifying entities, or taxpayers, with respect to any
tax inposed under section 5733.41, 5747.02, or 5747.41, or Chapter
5748. of the Revised Code:

(1) Overpaynents of nore than one dollar

(2) Amounts in excess of one dollar paid illegally or

erroneousl y;

(3) Amounts in excess of one dollar paid on an illegal

erroneous, Or excessive assessnent.
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(B) Except as otherw se provided under divisions (D) and (E)
of this section, applications for refund shall be filed with the
tax comi ssioner, on the formprescribed by the conm ssi oner,
within four years fromthe date of the illegal, erroneous, or
excessive paynent of the tax, or within any additional period
all oned by division (B)(3)(b) of section 5747.05, division (B) of
section 5747.10, division (A of section 5747.13, or division (Q
of section 5747.45 of the Revised Code.

On filing of the refund application, the comr ssioner shal
determ ne the amount of refund due and certify such anmount to the
di rector of budget and nmanagenent and treasurer of state for
paynment fromthe tax refund fund created by section 5703. 052 of
t he Revised Code. Paynent shall be made as provided in division
(C of section 117.45 of the Revised Code.

(O (1) Interest shall be allowed and paid upon any illegal or
erroneous assessnent in excess of one dollar in respect of the tax
i mposed under section 5747.02 or Chapter 5748. of the Revised Code
at the rate per annum prescribed by section 5703.47 of the Revised
Code fromthe date of the paynent of the illegal or erroneous
assessment until the date the refund of such amount is paid. If
such refund results fromthe filing of a return or report, or the
paynment acconpanyi ng such return or report, by an enployer or
taxpayer, rather than from an assessnment by the conm ssioner, such
interest shall run froma period ninety days after the fina
filing date of the annual return until the date the refund is

pai d.

(2) Interest shall be allowed and paid at the rate per annum
prescribed by section 5703.47 of the Revised Code upon any
over paynment in excess of one dollar in respect of the tax inposed
under section 5747.02 or Chapter 5748. of the Revised Code from
the date of the overpaynment until the date of the refund of the

over payment, except that if any overpaynment is refunded within
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ninety days after the final filing date of the annual return or

ni nety days after the return is filed, whichever is later, no

i nterest shall be allowed on such overpaynent. If the overpaynent
results fromthe carryback of a net operating |oss or net capital
loss to a previous taxable year, the overpaynent is deened not to
have been nmade prior to the filing date, including any extension
thereof, for the taxable year in which the net operating | oss or
net capital |oss arises. For purposes of the payment of interest
on overpaynents, no amount of tax, for any taxable year, shall be
treated as having been paid before the date on which the tax
return for that year was due without regard to any extension of

time for filing such return

(3) Interest shall be allowed at the rate per annum
prescribed by section 5703.47 of the Revised Code on anounts
refunded with respect to the taxes inposed under sections 5733.41
and 5747.41 of the Revised Code. The interest shall run from
whi chever of the following days is the latest until the day the
refund is paid: the day the illegal, erroneous, or excessive
paynment was nmade; the ninetieth day after the final day the annua
report was required to be filed under section 5747.42 of the
Revi sed Code; or the ninetieth day after the day that report was
filed.

(D) "N nety days" shall be substituted for "four years" in
division (B) of this section if the taxpayer satisfies both of the

foll ow ng conditions:

(1) The taxpayer has applied for a refund based in whole or

in part upon section 5747.059 of the Revised Code;

(2) The taxpayer asserts that either the inposition or
collection of the tax inmposed or charged by this chapter or any
portion of such tax violates the Constitution of the United States

or the Constitution of OChio.
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(E)(1) Division (E)(2) of this section applies only if all of

the following conditions are sati sfi ed:

(a) Aqualifying entity pays an anount of the tax inposed by
section 5733.41 or 5747.41 of the Revised Code;

(b) The taxpayer is a qualifying investor as to that

qualifying entity;

(c) The taxpayer did not claimthe credit provided for in
section 5747.059 of the Revised Code as to the tax described in
division (E)(1)(a) of this section

(d) The four-year period described in division (B) of this
section has ended as to the taxable year for which the taxpayer

ot herwi se woul d have clainmed that credit.

(2) A taxpayer shall file an application for refund pursuant
to division (E) of this section within one year after the date the
paynment described in division (E)(1)(a) of this section is made.
An application filed under division (E)(2) of this section shal
claimrefund only of overpaynents resulting fromthe taxpayer's
failure to claimthe credit described in division (E)(1)(c) of
this section. Nothing in division (E) of this section shall be
construed to relieve a taxpayer from conplying wth division
(A 26)-(8) of section 5747.01 of the Revised Code.

Sec. 5747.21. (A) This section applies solely for the
pur poses of conputing the credit allowed under division (A of
section 5747.05 of the Revised Codes and conputing income taxable
in this state under division (D) of section 5747.08 of the Revised

Code;—and——conputingthe credit—allowed under—section 5747057 of
the—Revised—Code.

(B) Except as otherw se provided under sections 5747.211 and
5747. 212 of the Revised Code, all itenms of business incone and

busi ness deduction shall be apportioned to this state by

Page 123

3720
3721

3722
3723

3724
3725

3726
3727
3728

3729
3730
3731

3732
3733
3734
3735
3736
3737
3738
3739
3740

3741
3742
3743
3744
3745
3746

3747
3748
3749



H. B. No. 112

As Introduced

nmul ti plying the adjusted gross incone by the fraction cal cul ated

under division (B)(2) of section 5733.05 and section 5733. 057 of

the Revised Code as if the taxpayer's business were a corporation

subject to the tax inposed by section 5733.06 of the Revised Code.

(OQ If the allocation and apportionment provisions of
sections 5747.20 to 5747.23 of the Revised Code or of any rule
adopted by the tax conm ssioner, do not fairly represent the
extent of business activity in this state of a taxpayer or
pass-through entity, the taxpayer or pass-through entity nay
request, which request nust be in witing acconpanying the return
or anmended return, or the tax conmi ssioner may require, in respect
of all or any part of the business activity, if reasonable, any

one or nore of the foll ow ng:
(1) Separate accounting;
(2) The exclusion of one or nore factors;

(3) The inclusion of one or nore additional factors which

will fairly represent the business activity in this state;

(4) The enpl oynent of any other nethod to effectuate an
equi tabl e all ocation of such business in this state. An
alternative nethod will be effective only with approval of the tax

conmi ssi oner.

The tax conmm ssioner may adopt rules in the manner provi ded
by sections 5703. 14 and 5747.18 of the Revised Code providing for
alternative nethods of cal cul ati ng busi ness i ncone and nonbusi ness
i ncone applicable to all taxpayers and pass-through entities, to
cl asses of taxpayers and pass-through entities, or only to

taxpayers and pass-through entities within a certain industry.

Sec. 5747.211. This section applies solely for the purpose of
conmputing the credit allowed under division (A) of section 5747.05

of the Revised Code- and conputing inconme taxable in this state
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under division (D) of section 5747.08 of the Revised Code—and

Cede. In lieu of sections 5747.20 and 5747.21 of the Revised Code,
all items of business income or business deductions earned by a
financial institution as defined in section 5725.01 of the Revised
Code shall be apportioned to this state as required under section
5733. 056 of the Revised Code.

Sec. 5747.212. This section applies solely for the purpose of
computing the credit all owed under division (A of section 5747.05
of the Revised Codes- and conputing inconme taxable in this state
under division (D) of section 5747.08 of the Revised Code—and

A pass-through entity investor that owns, directly or
indirectly, at |east twenty per cent of the pass-through entity at
any time during the current taxable year or either of the two
precedi ng taxabl e years shall apportion any incone, including gain
or loss, realized fromthe sale, exchange, or other disposition of
a debt or equity interest in the entity as prescribed in this
section. For such purposes, in lieu of using the nethod prescribed
by sections 5747.20 and 5747.21 of the Revised Code, the investor
shal | apportion the incone using the average of the pass-through
entity's apportionnent fractions otherw se applicabl e under
section 5747.21 of the Revised Code for the current and two
precedi ng taxabl e years. If the pass-through entity was not in
busi ness for one or nore of those years, each year that the entity

was not in business shall be excluded in determ ning the average.

Section 2. That existing sections 9.66, 122.152, 122.16,
122.17, 122.171, 150.07, 150.10, 901.13, 3924.66, 3924.68,
5703. 05, 5709. 65, 5709.66, 5733.33, 5733.40, 5733.42, 5747.01
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5747.02, 5747.05, 5747.059, 5747.062, 5747.08, 5747.11, 5747.21
5747. 211, and 5747.212, and sections 3924.71, 5747.022, 5747.023,
5747.024, 5747.025, 5747.051, 5747.054, 5747.055, 5747.057
5747.058, 5747.081, 5747.26, 5747.261, 5747.27, 5747.28, 5747.29,
5747.30, 5747.31, 5747.32, 5747.33, 5747.34, 5747.35, 5747. 36,
5747.37, 5747.38, 5747.39, 5747.70, 5747.75, 5747.80, and 5747.98

of the Revised Code are hereby repeal ed.

Section 3. Sections 1 and 2 of this act apply to taxable

years begi nning on or after January 1, 2004.

Section 4. Sections 1 and 2 of this act do not preclude
taxpayers fromclaimng any credit carry forward to which they are
entitled on Decenber 31, 2003.

Section 5. Section 122.171 of the Revised Code is presented
in this act as a conposite of the section as anended by both H. B.
675 and Am Sub. S.B. 180 of the 124th General Assenbly. Section
5709. 66 of the Revised Code is presented in this act as a
conposite of the section as anended by both Am Sub. H B. 215 and
Sub. H. B. 408 of the 122nd Ceneral Assenbly. Section 5747.01 of
the Revised Code is presented in this act as a conposite of the
section as anmended by both H B. 675 and Am Sub. S.B. 266 of the
124t h General Assenbly. The General Assenbly, applying the
principle stated in division (B) of section 1.52 of the Revised
Code that anmendnents are to be harnoni zed if reasonably capabl e of
si mul t aneous operation, finds that the conposites of those
sections are the resulting versions of those sections in effect
prior to the effective date of those sections as presented in this

act .
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