As Introduced

127th General Assembly
Regular Session H. B. No. 534
2007-2008

Representatives Adams, Collier

Cosponsors: Representatives Setzer, Wagner, Brinkman, Dolan, Huffman,
Fessler, Zehringer, Goodwin, Bacon, Combs, Batchelder, Hottinger, Hite,

Uecker, Wachtmann, Widowfield, Coley

A BILL

To amend sections 5747.02 and 5747.41 of the Revised
Code to phase out the personal incone tax over ten

years.

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

Section 1. That sections 5747.02 and 5747.41 of the Revised

Code be amended to read as fol |l ows:

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
levied by this chapter, there is hereby |evied on every
i ndividual, trust, and estate residing in or earning or receiving
incone in this state, on every individual, trust, and estate
earning or receiving lottery winnings, prizes, or awards pursuant
to Chapter 3770. of the Revised Code, and on every individual
trust, and estate otherw se having nexus with or in this state
under the Constitution of the United States, an annual tax

neasured in the case of individuals by Chio adjusted gross incone
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| ess an exenption for the taxpayer, the taxpayer's spouse, and
each dependent as provided in section 5747.025 of the Revised
Code; neasured in the case of trusts by nodified Chio taxable
i ncome under division (D) of this section; and neasured in the
case of estates by Chio taxable inconme. The tax inposed by this

section on the bal ance thus obtained is hereby |evied as foll ows:

(1) For taxable years beginning in 2004:
OH O ADJUSTED GROSS | NCOVE LESS
EXEMPTI ONS (| NDI VI DUALS)
OoR
MODI FI ED CHI O
TAXABLE | NCOVE ( TRUSTS)

OR

OHI O TAXABLE | NCOVE ( ESTATES) TAX
$5, 000 or |ess . 743%
More than $5, 000 but not nore $37. 15 plus 1.486% of the anopunt
t han $10, 000 in excess of $5,000
More than $10, 000 but not nore $111. 45 plus 2.972% of the
t han $15, 000 anount in excess of $10, 000
More than $15,000 but not nore $260. 05 plus 3.715% of the
t han $20, 000 anount in excess of $15, 000
More than $20, 000 but not nore $445.80 plus 4.457% of the
t han $40, 000 anount in excess of $20, 000
More than $40, 000 but not nore $1, 337.20 plus 5.201% of the
t han $80, 000 anount in excess of $40, 000
More than $80, 000 but not nore $3,417.60 plus 5.943% of the
t han $100, 000 anount in excess of $80, 000
More than $100, 000 but not nore $4, 606. 20 plus 6.9% of the
t han $200, 000 anount in excess of $100, 000
More than $200, 000 $11, 506. 20 plus 7.5% of the

anount in excess of $200, 000

(2) For taxable years beginning in 2005:
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OH O ADJUSTED GROSS | NCOVE LESS
EXEMPTI ONS (| NDI VI DUALS)
OR
MODI FI ED OHI O
TAXABLE | NCOVE ( TRUSTS)

OR

OHI O TAXABLE | NCOVE ( ESTATES) TAX
$5, 000 or |ess .712%
More than $5, 000 but not nore $35. 60 plus 1.424% of the anopunt
t han $10, 000 in excess of $5,000
More than $10, 000 but not nore $106. 80 plus 2.847% of the
t han $15, 000 anount in excess of $10, 000
More than $15,000 but not nore $249. 15 plus 3.559% of the
t han $20, 000 anount in excess of $15, 000
More than $20, 000 but not nore $427.10 plus 4.27% of the anount
t han $40, 000 in excess of $20, 000
More than $40, 000 but not nore $1,281.10 plus 4.983% of the
t han $80, 000 anount in excess of $40, 000
More than $80, 000 but not nore $3, 274. 30 plus 5.693% of the
t han $100, 000 anount in excess of $80, 000
More than $100, 000 but not nore $4,412.90 plus 6.61% of the
t han $200, 000 anount in excess of $100, 000
More than $200, 000 $11,022.90 plus 7.185% of the

amount in excess of $200, 000

(3) For taxable years beginning in 2006:
OHI O ADJUSTED GROSS | NCOME LESS

EXEMPTI ONS (| NDI VI DUALS)

R
MODI FI ED OHI O

TAXABLE | NCOVE ( TRUSTS)

OoR
OHI O TAXABLE | NCOVE ( ESTATES) TAX
$5, 000 or Iess . 681%
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More than $5, 000 but not nore
t han $10, 000

More than $10, 000 but not nore
t han $15, 000

More than $15, 000 but not nore
t han $20, 000

More than $20, 000 but not nore
t han $40, 000

More than $40, 000 but not nore
t han $80, 000

More than $80, 000 but not nore
t han $100, 000

More than $100, 000 but not nore
t han $200, 000

More than $200, 000

$34.05 plus 1.361% of the anpunt
in excess of $5, 000

$102. 10 plus 2.722% of the
anobunt in excess of $10, 000
$238. 20 plus 3.403% of the
anmount in excess of $15, 000
$408. 35 plus 4.083% of the
anount in excess of $20, 000
$1, 224.95 plus 4.764% of the
amount in excess of $40, 000
$3, 130. 55 plus 5.444% of the
anount in excess of $80, 000
$4,219. 35 plus 6.32% of the
anount in excess of $100, 000
$10, 539. 35 plus 6.87% of the

anount in excess of $200, 000

(4) For taxable years beginning in 2007:

OH O ADJUSTED GROSS | NCOVE LESS
EXEMPTI ONS (| NDI VI DUALS)
OR
MODI FI ED OHI O
TAXABLE | NCOVE ( TRUSTS)
OR
OH O TAXABLE | NCOVE ( ESTATES)
$5, 000 or |ess
More than $5,000 but not nore
t han $10, 000
More than $10, 000 but not nore
t han $15, 000
More than $15, 000 but not nore
t han $20, 000
More than $20, 000 but not nore
t han $40, 000

TAX
. 649%
$32.45 plus 1.299% of the anpunt
in excess of $5,000
$97. 40 plus 2.598% of the anopunt
in excess of $10, 000
$227.30 plus 3.247% of the
anmount in excess of $15, 000
$389. 65 plus 3.895% of the

anount in excess of $20, 000
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More t han $40, 000 but not nore
t han $80, 000

More than $80, 000 but not nore
t han $100, 000

More than $100, 000 but not nore
t han $200, 000

More than $200, 000

$1, 168. 65 plus 4.546% of the
anount in excess of $40, 000

$2,987.05 plus 5.194% of the
amount in excess of $80, 000

$4,025.85 plus 6.031% of the
anount in excess of $100, 000
$10, 056. 85 plus 6.555% of the

anount in excess of $200, 000

(5) For taxable years beginning in 2008:

OHI O ADJUSTED GROSS | NCOVE LESS
EXEMPTI ONS (| NDI VI DUALS)
OR
MODI FI ED OHI O
TAXABLE | NCOVE ( TRUSTS)
OR
OHI O TAXABLE | NCOVE ( ESTATES)
$5, 000 or |ess
More than $5,000 but not nore
t han $10, 000
More than $10, 000 but not nore
t han $15, 000
More than $15, 000 but not nore
t han $20, 000
More than $20, 000 but not nore
t han $40, 000
More than $40, 000 but not nore
t han $80, 000
More than $80, 000 but not nore
t han $100, 000
More than $100, 000 but not nore
t han $200, 000
More than $200, 000

TAX
. 618%
$30. 90 plus 1.236% of the anount
in excess of $5,000
$92. 70 plus 2.473% of the anount
in excess of $10, 000
$216. 35 plus 3.091% of the
anmount in excess of $15, 000
$370. 90 plus 3.708% of the
anobunt in excess of $20, 000
$1,112.50 plus 4.327% of the
anount in excess of $40, 000
$2,843. 30 plus 4.945% of the
anount in excess of $80, 000
$3,832.30 plus 5.741% of the
amount in excess of $100, 000
$9, 573. 30 plus 6.24% of the

anount in excess of $200, 000
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OH O ADJUSTED GROSS | NCOVE LESS
EXEMPTI ONS (| NDI VI DUALS)

OH O TAXABLE | NCOVE ( ESTATES)

(6) For taxable years beginning in 2009 erthereafter:

OR
MODI FI ED OH O

TAXABLE | NCOVE ( TRUSTS)

OR

$5, 000 or |ess

Mor e
t han
Mor e
t han
Mor e
t han
Mor e
t han
Mor e
t han
Mor e
t han
Mor e

t han
Mor e

t han $5, 000 but not nore
$10, 000

t han $10, 000 but not

$15, 000

t han $15, 000 but not

$20, 000

t han $20, 000 but not

$40, 000

t han $40, 000 but not

$80, 000

t han $80, 000 but not
$100, 000

t han $100, 000 but not nore
$200, 000

t han $200, 000

L of |  beginning| 4 —

nore

TAX
. 587%
$29.35 plus 1.174% of the anount
in excess of $5,000
$88. 05 plus 2.348% of the anount
in excess of $10, 000
$205. 45 plus 2.935% of the
anount in excess of $15, 000
$352. 20 plus 3.521% of the
amount in excess of $20, 000
$1, 056. 40 plus 4.109% of the
anount in excess of $40, 000
$2, 700. 00 plus 4.695% of the
anmount in excess of $80, 000
$3,639.00 plus 5.451% of the
anount in excess of $100, 000
$9, 090. 00 plus 5.925% of the

anount in excess of $200, 000
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I . . . .
atso-—shall—recorpute——each ofthe taxdollar ampunts—to the extent

o hal | I I i . . hicl
. . I
areount—resultingfromthe adjustrentinthe preceding—year (7) For

t axabl e years beqginning in 2010 and thereafter, nultiply the tax

determ ned under division (A (6) of this section, less all credits

to which the taxpayer is entitled under this chapter., by the

foll ow ng:
TAXABLE YEARS BEG NNI NG I N PER CENT
2010 90%
2011 80%
2012 70%
2013 60%
2014 50%
2015 40%
2016 30%
2017 20%
2018 10%
2019 and thereafter 0%

For the purpose of conputing the ampunt of any credit that

may be carried forward to an ensui ng vear under division (A)(7) of

this section, a credit is utilized against the tax otherw se due

for a taxable vear to the extent the credit applies against the

tax for that taxable vear without regard to the percentage by

which the tax due is nmultiplied under that division.

(B) If the director of budget and managenent makes a

certification to the tax conm ssioner under division (B) of
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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
the percentage prescribed in that certification for taxable years
begi nning in the cal endar year in which that certification is

made.

(© The levy of this tax on i ncone 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

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 or thereafter.

(1) The tax inposed by this section on a trust shall be
conmputed by rmultiplying the Onio nodified taxable income of the

trust by the rates prescribed by division (A of this section.

(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 investnment inconme as defined
in section 5747.012 of the Revised Code, or (2) the effective tax
rate, based on nodified OChio taxable inconme, nmultiplied 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)(1) to (13) of
section 5747.98 of the Revised Code do not apply to a trust
subject to this division. Any credits enunerated in other
di vi sions of section 5747.98 of the Revised Code apply to a trust
subject to this division. To the extent that the trust distributes

incone for the taxable year for which a credit is available to the
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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
have no nodified Chio taxable incone for the taxable year
charitable remai nder trusts, qualified funeral trusts and preneed
funeral contract trusts established pursuant to section 1111.19 of
the Revised Code that are not qualified funeral trusts, endowrent
and perpetual care trusts, qualified settlenent trusts and funds,
designated settlenment trusts and funds, and trusts exenpted from

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

Sec. 5747.41. For the sanme purposes for which the tax is
| evi ed under section 5747.02 of the Revised Code, there is hereby
| evied a withholding tax on every qualifying pass-through entity
havi ng at | east one qualifying investor who is an individual and
on every qualifying trust having at |east one qualifying

beneficiary who is an individual. The tax does not apply to a

qualifying entity's qualifying taxable year ending after 2018. The

wi t hhol ding tax inposed by this section is inposed on the sum of
the adjusted qualifying amounts of a qualifying pass-through
entity's qualifying investors who are individuals and on the sum
of the adjusted qualifying amounts of a qualifying trust's
qual i fying beneficiaries, at the rate of five per cent of that

sum

The tax inposed by this section applies only if the
qualifying entity has nexus with this state under the Constitution

of the United States for any portion of the qualifying entity's
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qual i fying taxable year, and the sumof the qualifying entity's
adj usted qual i fying anmounts exceeds one thousand dollars for the

qualifying entity's qualifying taxable year

The |l evy of the tax under this section does not prevent a
muni ci pal corporation or a joint econom c devel opnent district
created under section 715.70 or 715.71 or sections 715.72 to

715.81 of the Revised Code fromlevying a tax on incone.

Section 2. That existing sections 5747.02 and 5747.41 of the

Revi sed Code are hereby repeal ed.

Page 10

222
223
224

225
226
227
228

229
230



