As Reported by the Senate Ways and Means and Economic
Development Committee

126th General Assembly
Regular Session Sub. H. B. No. 149
2005-2006

Representatives Calvert, Raga, McGregor, J., Evans, C., Latta, Aslanides,
Hartnett, Chandler, Oelslager, Gibbs, Seitz, Gilb, Collier, Schaffer, Kilbane,

Hagan, Barrett, Blessing, Buehrer, Cassell, Combs, Core, DeBose, DeGeeter,

Dolan, Evans, D., Faber, Fende, Flowers, Garrison, Healy, Hughes, Law,
Martin, Mason, McGregor, R., Patton, T., Peterson, Reidelbach, Reinhard,
Sayre, Schlichter, Schneider, Seaver, Setzer, Smith, G., Stewart, J., Trakas,
Wagoner, Widener, Wolpert, Woodard, Yates, Yuko

Senator Amstutz

A BILL

To anend sections 5725.24, 5733.01, 5733.98,
5739. 011, and 5747.98 and to enact sections
149. 311, 5725.151, 5733.47, and 5747.76 of the
Revi sed Code to authorize refundable tax credits
for rehabilitating historic buildings and to
exenpt fromthe sales and use taxes property used
to cl ean manufacturing equi pnent that produces

dairy products.

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

Section 1. That sections 5725.24, 5733.01, 5733.98, 5739.011
and 5747. 98 be amended and sections 149. 311, 5725. 151, 5733. 47,

and 5747.76 of the Revi sed Code be enacted to read as foll ows:

Sec. 149.311. (A) As used in this section
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(1) "Historic building" neans a building, including its

structural conponents, that is located in this state and that is

either individually listed on the national reqgister of historic

pl aces under 16 U.S.C. 470a, located in a reqgistered historic

district, and certified by the state historic preservation officer

as being of historic significance to the district, or is

individually listed as a historic | andmark desi gnated by a | ocal

governnent certified under 16 U S.C. 470a(c).

(2) "Qualified rehabilitation expenditures" neans

expenditures paid or incurred during the rehabilitati on peri od,

and before and after that period as determ ned under 26 U.S.C. 47,

by an owner of a historic building to rehabilitate the building.

"Qualified rehabilitation expenditures" includes architectural or

engi neering fees paid or incurred in connection with the

rehabilitati on, and expenses incurred in the preparation of

noni nation forns for listing on the national reqgister of historic

places. "Qualified rehabilitati on expenditures" does not include

any of the foll ow ng:

(a) The cost of acquiring., expanding. or enlarging a historic

bui | di ng;

(b) Expenditures attributable to work done to facilities

related to the building, such as parking lots, sidewal ks, and

| andscapi nqg;

(c) New buil ding construction costs.

(3) "Omer" of a historic building neans a person hol di ng the

fee sinple interest in the building.

(4) "Certificate owner" neans the owner of a historic

building to which a rehabilitation tax credit certificate was

i ssued under this section.

(5) "Registered historic district" neans a historic district
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listed in the national reqgister of historic places under 16 U.S. C

470a, a historic district designated by a |ocal governnent

certified under 16 U.S.C. 470a(c). or a local historic district
certified under 36 CF.R 67.8 and 67.9.

(6) "Rehabilitation" nmeans the process of repairing or

altering a historic building or buildings, making possible an

efficient use while preserving those portions and features of the

building and its site and environnent that are significant to its

historic, architectural, and cultural val ues.

(7) "Rehabilitation period" neans one of the foll ow ng:

(a) If the rehabilitation initially was not planned to be

conpleted in stages. a period chosen by the owner not to exceed

twenty-four nonths during which rehabilitation occurs;

(b) If the rehabilitation initially was planned to be

conpl eted in stages, a period chosen by the owner not to exceed

sixty nmonths during which rehabilitation occurs.

(8) "State historic preservation officer” or "officer" neans

the state historic preservation officer appointed by the governor
under 16 U. S.C. 470a.

(9) "Application period" neans either of the following tine

peri ods during which an application for a rehabilitation tax

credit certificate may be filed under this section

(a) July 1, 2007, through June 30, 2008:

(b) July 1, 2008, through June 30, 2009.

(B) On or after July 1, 2007, but before July 1. 2009, the

owner of a historic building may apply to the state historic

preservation officer for a rehabilitation tax credit certificate

for qualified rehabilitation expenditures paid or incurred after

the effective date of this section for rehabilitation of a

hi storic building. The formand manner of filing such applications
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shall be prescribed by rule of the director of devel opnent, and

applications expire at the end of each application period. Before

July 1, 2007, the director, after consultation with the tax

conm ssioner _and in accordance with Chapter 119. of the Revised

Code. shall adopt rules that establish all of the foll ow ng:

(1) Forns and procedures by which applicants may apply for

rehabilitation tax credit certificates;

(2) Criteria for review ng, evaluating, and approving

applications for certificates within the limtation on the nunber

of applications that nay be approved in an application period

under _division (D) of this section. criteria for assuring that the

certificates issued enconpass a m xture of high and | ow qualified

rehabilitati on expenditures, and criteria for issuing certificates

under division (€ (3)(b) of this section

(3) Eligibility requirenents for obtaining a certificate

under this section

(4) The formof rehabilitation tax credit certificates;

(5) Reporting requirenents and nonitoring procedures:

(6) Any other rules necessary to inplenent and adninister

this section.

(C) The state historic preservation officer shall accept

applications in the order in which they are filed. Wthin seven

days after an application is filed, the officer shall forward it

to the director of devel opnent who shall review the application

and deternm ne whether all of the following criteria are net:

(1) That the building that is the subject of the application

is a historic building and the applicant is the owner of the

bui | di ng:

(2) That the rehabilitation will satisfy standards prescribed

by the United States secretary of the interior under 16 U.S. C
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470, et seq., as anended, and 36 CF.R 67.7 or a successor to

t hat section;

(3) That receiving a rehabilitation tax credit certificate

under this section is a major factor in:

(a) The applicant's decision to rehabilitate the historic

bui | di ng; or

(b) To increase the level of investnent in such

rehabilitation

An applicant shall denpnstrate to the satisfaction of the

state historic preservation officer and director of devel opnent

that the rehabilitation will satisfy the standards described in

division (O (2) of this section before the applicant begins the

physical rehabilitation of the historic building.

(D) If the director of devel opnent determ nes that the

criteria in divisions (O(1). (2)., and (3) of this section are

net, the director, in conjunction with the tax conni ssi oner, shal

conduct a cost and benefit analysis for the historic building that

is the subject of an application filed under this section to

deterni ne whether rehabilitation of the historic building wll

result in a net revenue gain in state and | ocal taxes once the

building is used. The director shall not approve an application

and issue a rehabilitation tax credit certificate to an applicant

unl ess the cost and benefit analysis of the historic building

determ nes that there will be a net revenue gain in state and

|l ocal taxes once the building is used. A rehabilitation tax credit

certificate shall not be issued before rehabilitation of a

historic building is conpleted. The director shall not approve

nore than one hundred applications in an application period.

(E) Issuance of a certificate represents a finding by the

director of devel opnent of the matters described in divisions

(Q(1), (2), and (3) of this section only: issuance of a
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certificate does not represent a verification or certification by

the director of the anmpunt of qualified rehabilitation

expenditures for which a tax credit nmay be cl ai ned under section
5725. 151, 5733.47, or 5747.76 of the Revised Code. The anpbunt of

qualified rehabilitati on expenditures for which a tax credit nmy

be clained is subject to inspection and exani nation by the tax

conmi ssi oner _or _enpl oyees of the conm ssioner under section

5703.19 of the Revised Code and any other applicable | aw._Upon the

i ssuance of a certificate, the director shall certify to the tax

conmi ssioner, in the formand manner requested by the tax

conm ssioner. the nane of the applicant., the ampunt of qualified

rehabilitati on expenditures shown on the certificate, and any

other information required by the rul es adopted under this

section.

(F)(1) On or before the first day of Decenber in 2007, 2008,

and 2009, the director of devel opnent and tax conmm SSioner jointly

shall submit to the president of the senate and the speaker of the

house of representatives a report on the tax credit program
established under this section and sections 5725.151, 5733.47. and

5747.76 of the Revised Code. The report shall present an overview

of the program and shall include informati on on the nunber of

rehabilitation tax credit certificates issued under this section

during an application period, an update on the status of each

historic building for which an application was approved under this

section, the dollar anmpunt of the tax credits granted under
sections 5725.151, 5733.47, and 5747.76 of the Revised Code, and

any other information the director and conm SsSi oner consi der

relevant to the topics addressed in the report.

(2) On or before Decenber 1, 2010, the director of

devel opnent _and tax conmm ssioner jointly shall submt to the

president of the senate and the speaker of the house of

representatives a conprehensive report that includes the
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information required by division (F)(1) of this section and a

detail ed analysis of the effectiveness of issuing tax credits for

rehabilitating historic buildings. The report shall be prepared

with the assistance of an econonic research organization jointly

chosen by the director and conmi SSioner.

Sec. 5725.151. (A) As used in this section, "certificate

owner" has the sane neaning as in section 149.311 of the Revised
Code.

(B) There is allowed a refundable credit agai nst the tax

i nposed by section 5707.03 and assessed under section 5725.15 of

the Revised Code for a dealer in intangibles subject to that tax

that is a certificate owner of a rehabilitation tax credit

certificate i ssued under section 149.311 of the Revised Code. The

credit shall equal twenty-five per cent of the dollar anpunt

i ndicated on the certificate. The credit shall be clained in the

cal endar vear specified in the certificate.

(C A dealer in intangibles claimng a credit under this

section shall retain the rehabilitation tax credit certificate for

four vears following the end of the yvear in which the credit was

clained, and shall nmeke the certificate available for inspection

by the tax commi ssioner upon the request of the tax comm ssioner

during that period.

(D) _For the purpose of division (C) of section 5725.24 of the

Revi sed Code, reductions in the anpunt of taxes coll ected on

account of credits allowed under this section shall be applied to

reduce the ampunt credited to the general revenue fund and shall

not be applied to reduce the amount to be credited to the

undi vi ded 1 ocal governnent funds of the counties in which such

taxes originate.

Sec. 5725.24. (A) As used in this section, "qualifying
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deal er" neans a dealer in intangibles that is a qualifying dealer
in intangi bles as defined in section 5733.45 of the Revised Code
or a nenber of a qualifying controlled group, as defined in
section 5733.04 of the Revised Code, of which an insurance conpany
also is a nmenber on the first day of January of the year in and
for which the tax inposed by section 5707.03 of the Revised Code

is required to be paid by the dealer.

(B) The taxes l|levied by section 5725.18 of the Revi sed Code
and collected pursuant to this chapter shall be paid into the

state treasury to the credit of the general revenue fund.

(C) The taxes levied by section 5707.03 of the Revised Code
on the value of shares in and capital enployed by dealers in
i ntangi bl es other than those that are qualifying dealers shall be
for the use of the general revenue fund of the state and the | ocal
governnent funds of the several counties in which the taxes

originate as provided in this division.

On or before the first day of each nonth on which there is
noney in the state treasury for disbursenent under this division
the tax commi ssioner shall provide for paynment to the county
treasurer of each county of five-eighths of the anmobunt of the
taxes collected on account of shares in and capital enployed by
dealers in intangi bl es other than those that are qualifying
deal ers, representing capital enployed in the county. The bal ance
of the noney received and credited on account of taxes assessed on
shares in and capital enployed by such dealers in intangibles

shall be credited to the general revenue fund.

Reductions in the anount of taxes coll ected on account of

credits all owed under section 5725.151 of the Revised Code shal

be applied to reduce the anbunt credited to the general revenue

fund and shall not be applied to reduce the anount to be credited

to the undivided | ocal governnent funds of the counties in which

such taxes originate.
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For the purpose of this division, such taxes are deened to
originate in the counties in which such dealers in intangibles

have their offices.

Money received into the treasury of a county pursuant to this
section shall be credited to the undivided | ocal governnment fund
of the county and shall be distributed by the budget comm ssion as

provi ded by | aw.

(D) Al of the taxes |evied under section 5707.03 of the
Revi sed Code on the value of the shares in and capital enployed by
dealers in intangi bles that are qualifying dealers shall be paid

into the state treasury to the credit of the general revenue fund.

Sec. 5733.01. (A) The tax provided by this chapter for
donestic corporations shall be the ampbunt charged agai nst each
corporation organized for profit under the laws of this state and
each nonprofit corporation organi zed pursuant to Chapter 1729. of
the Revised Code, except as provided in sections 5733.09 and
5733.10 of the Revised Code, for the privilege of exercising its
franchi se during the cal endar year in which that anount is
payabl e, and the tax provided by this chapter for foreign
corporations shall be the anmount charged agai nst each corporation
organi zed for profit and each nonprofit corporation organized or
operating in the same or sinilar manner as nonprofit corporations
organi zed under Chapter 1729. of the Revised Code, under the | aws
of any state or country other than this state, except as provided
in sections 5733.09 and 5733. 10 of the Revised Code, for the
privilege of doing business in this state, owning or using a part
or all of its capital or property in this state, holding a
certificate of conpliance with the laws of this state authorizing
it to do business in this state, or otherw se having nexus in or
with this state under the Constitution of the United States,

during the cal endar year in which that anount is payabl e.
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(B) A corporation is subject to the tax inposed by section
5733. 06 of the Revised Code for each cal endar year that it is so
organi zed, doi ng business, owning or using a part or all of its
capital or property, holding a certificate of conpliance, or
ot herwi se having nexus in or with this state under the
Constitution of the United States, on the first day of January of

t hat cal endar year.

(© Any corporation subject to this chapter that is not
subject to the federal inconme tax shall file its returns and
compute its tax liability as required by this chapter in the sane
manner as if that corporation were subject to the federal income

t ax.

(D) For purposes of this chapter, a federally chartered
financial institution shall be deenmed to be organi zed under the

|aws of the state within which its principal office is |ocated.

(E) For purposes of this chapter, any person, as defined in
section 5701.01 of the Revised Code, shall be treated as a
corporation if the person is classified for federal incone tax
pur poses as an associ ation taxable as a corporation, and an equity
interest in the person shall be treated as capital stock of the

per son.

(F) For the purposes of this chapter, "disregarded entity"
has the sane nmeaning as in division (D) of section 5745.01 of the
Revi sed Code.

(1) A person's interest in a disregarded entity, whether held
directly or indirectly, shall be treated as the person's ownership
of the assets and liabilities of the disregarded entity, and the
i ncome, including gain or loss, shall be included in the person's

net incone under this chapter

(2) Any sale, exchange, or other disposition of the person's

interest in the disregarded entity, whether held directly or
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indirectly, shall be treated as a sal e, exchange, or other

di sposition of the person's share of the disregarded entity's
underlying assets or liabilities, and the gain or |loss from such
sal e, exchange, or disposition shall be included in the person's

net incone under this chapter

(3) The disregarded entity's payroll, property, and sales

factors shall be included in the person's factors.

(G The tax a corporation is required to pay under this

chapter shall be as follows:

(1)(a) For financial institutions, the greater of the m ninmm
payrment required under division (E) of section 5733.06 of the
Revi sed Code or the difference between all taxes charged the
financial institution under this chapter, without regard to
division (G (2) of this section, less any credits allowable

agai nst such tax.

(b) A corporation satisfying the description in division
(B)(5), (6), (7)), (8), or (10) of section 5751.01 of the Revised
Code that is not a financial institution, insurance conpany, or
dealer in intangibles is subject to the taxes inposed under this
chapter as a corporation and not subject to tax as a financia
institution, and shall pay the greater of the m ni num paynent
requi red under division (E) of section 5733.06 of the Revised Code
or the difference between all the taxes charged under this
chapter, without regard to division (G (2) of this section, |ess

any credits allowabl e agai nst such tax.

(2) For all corporations other than those persons descri bed
in division (G (1)(a) or (b) of this section, the anmobunt under
division (G (2)(a) of this section applicable to the tax year
specified |l ess the amount under division (G (2)(b) of this

section:

(a) (i) For tax year 2005, the greater of the mini num paynment
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requi red under division (E) of section 5733.06 of the Revised Code
or the difference between all taxes charged the corporation under

this chapter and any credits all owabl e agai nst such tax;

(ii) For tax year 2006, the greater of the m ni mrum paynment
requi red under division (E) of section 5733.06 of the Revised Code
or four-fifths of the difference between all taxes charged the
corporation under this chapter and any credits all owabl e agai nst
such tax, except the qualifying pass-through entity tax credit
described in division (A)(29) and the refundable credits described

in divisions (A (30)—3+—32—and{33> to (34) of section
5733.98 of the Revised Code;

(iii) For tax year 2007, the greater of the m ni mum paynent
requi red under division (E) of section 5733.06 of the Revised Code
or three-fifths of the difference between all taxes charged the
corporation under this chapter and any credits all owabl e agai nst
such tax, except the qualifying pass-through entity tax credit
described in division (A)(29) and the refundable credits described

in divisions (A (30)—3)+—32—and{33> to (34) of section
5733.98 of the Revised Code;

(iv) For tax year 2008, the greater of the m ni mrum paynment
requi red under division (E) of section 5733.06 of the Revised Code
or two-fifths of the difference between all taxes charged the
corporation under this chapter and any credits all owabl e agai nst
such tax, except the qualifying pass-through entity tax credit
described in division (A)(29) and the refundable credits described

in divisions (A (30)—31)+—32—and{33> to (34) of section
5733.98 of the Revised Code;

(v) For tax year 2009, the greater of the m ni num paynent
requi red under division (E) of section 5733.06 of the Revised Code
or one-fifth of the difference between all taxes charged the

corporation under this chapter and any credits all owabl e agai nst
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such tax, except the qualifying pass-through entity tax credit
described in division (A)(29) and the refundable credits described
in divisions (A)(30), (31), and (32), and (33) of section 5733.98
of the Revi sed Code;

(vi) For tax year 2010 and each tax year thereafter, no tax.

(b) A corporation shall subtract fromthe anmount cal cul ated
under division (G (2)(a)(ii), (iii), (iv), or (v) of this section
any qualifying pass-through entity tax credit described in
division (A)(29) and any refundable credits described in divisions
(A (30) —3H+—32—anrd{33> to (34) of section 5733.98 of the
Revi sed Code to which the corporation is entitled. Any unused

qual i fying pass-through entity tax credit is not refundable.

(c) For the purposes of conputing the anmount of a credit that
may be carried forward to a subsequent tax year under division
(G (2) of this section, a credit is utilized against the tax for a
tax year to the extent the credit applies against the tax for that
tax year, even if the difference is then nultiplied by the

applicable fraction under division (G (2)(a) of this section

(3) Nothing in division (G of this section elimninates or
reduces the tax inposed by section 5733.41 of the Revised Code on
a qualifying pass-through entity.

Sec. 5733.47. (A As used in this section, "certificate

owner" has the same neaning as in section 149.311 of the Revised
Code.

(B) There is allowed a refundable credit against the tax

i nposed under _section 5733.06 of the Revised Code for a taxpaver

that is a certificate owner of a rehabilitation tax credit

certificate i ssued under section 149.311 of the Revised Code. The

credit shall equal twenty-five per cent of the dollar anpunt

i ndicated on the certificate. The credit shall be clainmed for the
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tax year specified in the certificate and in the order required

under section 5733.98 of the Revised Code. For purposes of naking

tax paynents under this chapter, taxes equal to the anmpunt of the

refundabl e credit shall be considered to be paid to the state on

the first day of the tax year

(G A taxpayer claining a credit under this section shal

retain the rehabilitation tax credit certificate for four vears

following the end of the tax vear to which the credit was applied,

and shall nmake the certificate available for inspection by the tax

conmi ssi oner _upon the request of the tax conm ssioner during that

period.

(D) If, pursuant to division (G of section 5733.01 of the

Revi sed Code, a taxpayer no longer pays a tax under this chapter

the taxpayer may nonetheless file an annual report under section
5733.02 of the Revised Code and claimthe refundable credit

aut hori zed by this section. Nothing in this division allows a

taxpayer to claimthe credit under this section nore than once.

Sec. 5733.98. (A) To provide a uniform procedure for
cal cul ating the amount of tax inposed by section 5733.06 of the
Revi sed Code that is due under this chapter, a taxpayer shal
claimany credits to which it is entitled in the follow ng order,
except as otherw se provided in section 5733.058 of the Revised
Code:

(1) For tax year 2005, the credit for taxes paid by a
qual i fying pass-through entity all owed under section 5733.0611 of
the Revi sed Code;

(2) The credit allowed for financial institutions under
section 5733.45 of the Revised Code;

(3) The credit for qualifying affiliated groups under section
5733. 068 of the Revi sed Code;
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(4) The subsidiary corporation credit under section 5733.067
of the Revi sed Code;

(5) The savings and | oan assessnent credit under section
5733. 063 of the Revised Code;

(6) The credit for recycling and litter prevention donations
under section 5733.064 of the Revised Code;

(7) The credit for enployers that enter into agreenents with

child day-care centers under section 5733.36 of the Revised Code;

(8) The credit for enployers that reinburse enpl oyee child

care expenses under section 5733.38 of the Revised Code;

(9) The credit for nmamintaining railroad active grade crossing

war ni ng devi ces under section 5733.43 of the Revised Code;

(10) The credit for purchases of lights and reflectors under
section 5733.44 of the Revised Code;

(11) The job retention credit under division (B) of section
5733. 0610 of the Revi sed Code;

(12) The credit for purchases of new manufacturing machi nery
and equi prrent under section 5733.31 or section 5733.311 of the
Revi sed Code;

(13) The second credit for purchases of new manufacturing

machi nery and equi prrent under section 5733.33 of the Revised Code;

(14) The job training credit under section 5733.42 of the
Revi sed Code;

(15) The credit for qualified research expenses under section
5733. 351 of the Revised Code;

(16) The enterprise zone credit under section 5709.66 of the
Revi sed Code;

(17) The credit for the eligible costs associated with a

voluntary action under section 5733.34 of the Revised Code;
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(18) The credit for enployers that establish on-site child

day-care centers under section 5733.37 of the Revised Code;

(19) The ethanol plant investnent credit under section
5733.46 of the Revised Code;

(20) The credit for purchases of qualifying grape production

property under section 5733.32 of the Revised Code;

(21) The export sales credit under section 5733.069 of the
Revi sed Code;

(22) The credit for research and devel opnent and technol ogy

transfer investors under section 5733.35 of the Revi sed Code;

(23) The enterprise zone credits under section 5709.65 of the
Revi sed Code;

(24) The credit for using Chio coal under section 5733.39 of
t he Revi sed Code;

(25) The credit for snmall tel ephone conpani es under section
5733.57 of the Revi sed Code;

(26) The credit for eligible nonrecurring 9-1-1 charges under
section 5733.55 of the Revised Code;

(27) For tax year 2005, the credit for providing prograns to
aid the comunicatively inpaired under division (A) of section
5733.56 of the Revi sed Code;

(28) The research and devel opnent credit under section
5733. 352 of the Revised Code;

(29) For tax years 2006 and subsequent tax years, the credit
for taxes paid by a qualifying pass-through entity all owed under
section 5733.0611 of the Revised Code;

(30) The refundable credit for rehabilitating a historic
bui | di ng under section 5733.47 of the Revised Code:

(31) The refundabl e jobs creation credit under division (A
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of section 5733.0610 of the Revi sed Code;

35-(32) The refundable credit for tax w thheld under
di vision (B)(2) of section 5747.062 of the Revised Code;

32-(33) The refundabl e credit under section 5733.49 of the
Revi sed Code for | osses on |loans made to the Ohio venture capita

program under sections 150.01 to 150.10 of the Revised Code;

333(34) For tax years 2006, 2007, and 2008, the refundable
credit allowabl e under division (B) of section 5733.56 of the
Revi sed Code.

(B) For any credit except the credits enunerated in divisions
(A) (30) —3H)+—32)—and—{33)> to (34) of this section, the anmpunt
of the credit for a tax year shall not exceed the tax due after
allow ng for any other credit that precedes it in the order
requi red under this section. Any excess anount of a particular
credit may be carried forward if authorized under the section

creating that credit.

Sec. 5739.011. (A) As used in this section:

(1) "Manufacturer" neans a person who is engaged in
manuf acturi ng, processing, assenbling, or refining a product for
sal e and, solely for the purposes of division (B)(12) of this
section, a person who neets all the qualifications of that
di vi si on.

(2) "Manufacturing facility" neans a single |ocation where a
manuf acturi ng operation is conducted, including |ocations
consi sting of one or nore buildings or structures in a contiguous

area owned or controlled by the manufacturer

(3) "Materials handling"” neans the novenent of the product
being or to be manufactured, during which novenent the product is
not undergoi ng any substantial change or alteration in its state

or form
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(4) "Testing" means a process or procedure to identify the

properties or assure the quality of a material or product.

(5) "Conpleted product” means a manufactured itemthat is in
the formand condition as it will be sold by the manufacturer. An
itemis conpleted when all processes that change or alter its
state or formor enhance its value are finished, even though the
item subsequently will be tested to ensure its quality or be

packaged for storage or shipnent.

(6) "Continuous manufacturing operation” nmeans the process in
which raw materials or conponents are noved through the steps
wher eby manufacturing occurs. Materials handling of raw materials
or parts fromthe point of receipt or preproduction storage or of
a conpl eted product, to or fromstorage, to or from packagi ng, or
to the place fromwhich the conpleted product will be shipped, is

not a part of a continuous nmanufacturing operation.

(B) For purposes of division (B)(42)(g) of section 5739.02 of
the Revised Code, the "thing transferred" includes, but is not

linmited to, any of the foll ow ng

(1) Production machinery and equi pnment that act upon the
product or machinery and equi pnment that treat the materials or

parts in preparation for the manufacturing operation

(2) Materials handling equi prent that noves the product
through a continuous manufacturing operation; equi pnent that
tenporarily stores the product during the manufacturing operation;
or, excluding notor vehicles licensed to operate on public
hi ghways, equi pnment used in intraplant or interplant transfers of
work in process where the plant or plants between which such
transfers occur are nanufacturing facilities operated by the sane

person;

(3) Catal ysts, solvents, water, acids, oil, and simlar

consumabl es that interact with the product and that are an
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integral part of the nmanufacturing operation

(4) Machinery, equipnent, and other tangible personal
property used during the manufacturing operation that control
physi cal |y support, produce power for, lubricate, or are otherw se
necessary for the functioning of production machinery and

equi pnent and the continuation of the manufacturing operation;

(5) Machinery, equipnent, fuel, power, material, parts, and
ot her tangi bl e personal property used to manufacture nachinery,
equi pment, or other tangi ble personal property used in

manuf acturing a product for sale;

(6) Machinery, equipnent, and other tangible personal
property used by a manufacturer to test raw materials, the product

bei ng manufactured, or the conpleted product;

(7) Machinery and equi pnent used to handle or tenporarily
store scrap that is intended to be reused in the manufacturing

operation at the same manufacturing facility;

(8) Coke, gas, water, steam and simlar substances used in
the manufacturing operation; machi nery and equi prent used for, and
fuel consumed in, producing or extracting those substances;
machi nery, equi prent, and other tangible personal property used to
treat, filter, punp, or otherw se make the substance suitable for
use in the manufacturing operation; and nachi nery and equi pnent
used for, and fuel consuned in, producing electricity for use in

the manufacturing operation;

(9) Machinery, equipnent, and other tangible personal
property used to transport or transmt electricity, coke, gas,
wat er, steam or simlar substances used in the manufacturing
operation fromthe point of generation, if produced by the
manuf acturer, or fromthe point where the substance enters the
manuf acturing facility, if purchased by the manufacturer, to the

manuf act uri ng operation;
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(10) Machi nery, equipnent, and other tangi ble personal
property that treats, filters, cools, refines, or otherw se
renders water, steam acid, oil, solvents, or simlar substances
used in the manufacturing operation reusable, provided that the
substances are intended for reuse and not for disposal, sale, or

transportation fromthe manufacturing facility;

(11) Parts, components, and repair and installation services

for itens described in division (B) of this section;

(12) Machi nery and equi pnent, detergents, supplies, solvents,
and any other tangi ble personal property located at a
manufacturing facility that are used in the process of renoving
soil, dirt, or other contam nants from or otherw se preparing in
a suitable condition for use, towels, linens, articles of
clothing, floor nats, nop heads, or other simlar itens, to be
supplied to a consuner as part of laundry and dry cleaning
services as defined in division (BB) of section 5739.01 of the
Revi sed Code, only when the towels, linens, articles of clothing,
floor mats, nop heads, or other simlar itens belong to the

provi der of the services_

(13) FEqui pnent _and supplies used to clean processing

equi pnent that is part of a continuous manufacturing operation to

produce mlk, ice cream voqurt, cheese, and simlar dairy

products for human consunption

(CO For purposes of division (B)(42)(g) of section 5739.02 of
the Revised Code, the "thing transferred" does not include any of

the foll ow ng:

(1) Tangi bl e personal property used in admnistrative,
personnel, security, inventory control, record-keeping, ordering,

billing, or simlar functions;

(2) Tangi bl e personal property used in storing raw nmaterials

or parts prior to the comencenent of the nmanufacturing operation
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or used to handle or store a conpleted product, including storage
that actively nmaintains a conpleted product in a marketable state

or form

(3) Tangi bl e personal property used to handle or store scrap
or waste intended for disposal, sale, or other disposition, other
than reuse in the manufacturing operation at the sane

manuf acturing facility;

(4) Tangi bl e personal property that is or is to be

incorporated into realty;

(5) Machinery, equipnent, and other tangible personal
property used for ventilation, dust or gas collection, humdity or
tenperature regul ation, or simlar environmental control, except
machi nery, equi pnment, and other tangi bl e personal property that
totally regulates the environnment in a special and limted area of
the manufacturing facility where the regulation is essential for

production to occur;

(6) Tangi bl e personal property used for the protection and
safety of workers, unless the property is attached to or
i ncorporated into machi nery and equi prent used in a continuous

manuf act uri ng operati on;

(7) Tangi bl e personal property used to store fuel, water,
solvents, acid, oil, or simlar itenms consunmed in the

manuf act uri ng operation;

(8) Maehinery Except as provided in division (B)(13) of this

section, machinery, equipnent, and other tangible persona

property used to clean, repair, or maintain real or personal

property in the manufacturing facility;

(9) Motor vehicles registered for operation on public

hi ghways.

(D) For purposes of division (B)(42)(g) of section 5739.02 of
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the Revised Code, if the "thing transferred" is a machi ne used by
a manufacturer in both a taxable and an exenpt manner, it shall be
totally taxable or totally exenpt fromtaxation based upon its
quantified primary use. |If the "things transferred" are fungibles,
they shall be taxed based upon the proportion of the fungibles

used in a taxabl e manner.

Sec. 5747.76. (A) As used in this section, "certificate

owner" has the same neaning as in section 149.311 of the Revised
Code.

(B) There is allowed a refundable credit agai nst the tax

i nposed under section 5747.02 of the Revised Code for a taxpaver

that is the certificate owner of a rehabilitation tax credit

certificate i ssued under section 149.311 of the Revised Code. The

credit shall equal twenty-five per cent of the dollar anpunt

i ndicated on the certificate. The credit shall be clainmed for the

taxabl e year specified in the certificate and in the order

reqgui red under section 5747.98 of the Revised Code. For purposes

of maki ng tax paynents under this chapter, taxes equal to the

amount _of the refundable credit shall be considered to be paid to

the state on the first day of the taxable year

(G Nothing in this section limts or disallows pass-through

treatnment of the credit if the certificate owner is a pass-through

entity.

(D) A taxpayer clainmng a credit under this section shal

retain the rehabilitation tax credit certificate for four vears

following the end of the taxable year to which the credit was

applied., and shall nmake the certificate available for inspection

by the tax conmmi ssioner upon the request of the tax comm ssioner

during that period.

Sec. 5747.98. (A) To provide a uniform procedure for
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cal cul ating the anmobunt of tax due under section 5747.02 of the
Revi sed Code, a taxpayer shall claimany credits to which the

taxpayer is entitled in the follow ng order

(1) The retirenent incone credit under division (B) of
section 5747.055 of the Revised Code;

(2) The senior citizen credit under division (C) of section
5747. 05 of the Revi sed Code;

(3) The lunp sumdistribution credit under division (D) of
section 5747.05 of the Revi sed Code;

(4) The dependent care credit under section 5747.054 of the
Revi sed Code;

(5) The lunp sumretirenent income credit under division (CQ
of section 5747.055 of the Revised Code;

(6) The lunmp sumretirenent income credit under division (D)
of section 5747.055 of the Revised Code;

(7) The lunp sumretirenent income credit under division (E)
of section 5747.055 of the Revised Code;

(8) The lowinconme credit under section 5747.056 of the
Revi sed Code;

(9) The credit for displaced workers who pay for job training

under section 5747.27 of the Revi sed Code;

(10) The canpaign contribution credit under section 5747.29
of the Revi sed Code;

(11) The twenty-dollar personal exenption credit under
section 5747.022 of the Revised Code;

(12) The joint filing credit under division (G of section
5747.05 of the Revised Code;

(13) The nonresident credit under division (A of section
5747. 05 of the Revi sed Code;

Page 23

653
654
655

656
657

658
659

660
661

662
663

664
665

666
667

668
669

670
671

672
673

674
675

676
677

678
679

680
681



Sub. H. B. No. 149
As Reported by the Senate Ways and Means and Economic Development
Committee

(14) The credit for a resident's out-of-state income under
di vision (B) of section 5747.05 of the Revised Code;

(15) The credit for enployers that enter into agreenents with

child day-care centers under section 5747.34 of the Revised Code;

(16) The credit for enployers that reinburse enployee child

care expenses under section 5747.36 of the Revised Code;

(17) The credit for adoption of a mnor child under section
5747. 37 of the Revi sed Code;

(18) The credit for purchases of lights and refl ectors under
section 5747.38 of the Revised Code;

(19) The job retention credit under division (B) of section
5747.058 of the Revised Code;

(20) The credit for purchases of new manufacturing machinery
and equi pnent under section 5747.26 or section 5747.261 of the
Revi sed Code;

(21) The second credit for purchases of new manufacturing
machi nery and equi pnent and the credit for using Ohio coal under
section 5747.31 of the Revised Code;

(22) The job training credit under section 5747.39 of the
Revi sed Code;

(23) The enterprise zone credit under section 5709.66 of the
Revi sed Code;

(24) The credit for the eligible costs associated with a

vol untary action under section 5747.32 of the Revi sed Code;

(25) The credit for enployers that establish on-site child

day-care centers under section 5747.35 of the Revised Code;

(26) The ethanol plant investnent credit under section
5747.75 of the Revi sed Code;

(27) The credit for purchases of qualifying grape production
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property under section 5747.28 of the Revised Code; 71
(28) The export sales credit under section 5747.057 of the 712
Revi sed Code; 713
(29) The credit for research and devel opnent and technol ogy 714
transfer investors under section 5747.33 of the Revised Code; 715
(30) The enterprise zone credits under section 5709.65 of the 716
Revi sed Code; 717
(31) The research and devel opnent credit under section 718
5747. 331 of the Revised Code; 719
(32) The refundable credit for rehabilitating a historic 720
bui l di ng under section 5747.76 of the Revised Code: 721
(33) The refundable jobs creation credit under division (A 722
of section 5747.058 of the Revised Code; 723
33)3(34) The refundable credit for taxes paid by a qualifying 724
entity granted under section 5747.059 of the Revised Code; 725
343(35) The refundable credits for taxes paid by a 726
qual i fyi ng pass-through entity granted under division (J) of 727
section 5747.08 of the Revised Code; 728
35)(36) The refundable credit for tax w thheld under 729
division (B)(1) of section 5747.062 of the Revised Code; 730
36)}(37) The refundable credit under section 5747.80 of the 731
Revi sed Code for | osses on |oans made to the Chio venture capital 732
program under sections 150.01 to 150.10 of the Revi sed Code. 733
(B) For any credit, except the credits enunerated in 734
divisions (A)(32) to (36)(37) of this section and the credit 735
granted under division (lI) of section 5747.08 of the Revised Code, 736
the ampunt of the credit for a taxable year shall not exceed the 737
tax due after allowing for any other credit that precedes it in 738

the order required under this section. Any excess anmount of a 739
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particular credit may be carried forward if authorized under the
section creating that credit. Nothing in this chapter shall be
construed to allow a taxpayer to claim directly or indirectly, a

credit nore than once for a taxable year.

Section 2. That existing sections 5725.24, 5733.01, 5733. 98,
5739. 011, and 5747.98 of the Revised Code are hereby repeal ed.

Section 3. The anendnment by this act of section 5739.011 of
the Revised Code takes effect on the first day of the first nonth

following the effective date of this act.
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