As Introduced

130th General Assembly
Regular Session H. B. No. 567
2013-2014

Representative Pillich

A BILL

To anend sections 4741.01, 4741.03, 4741.26, and
5747.01 and to enact section 5747.78 of the
Revi sed Code to require the State Veterinary
Medi cal Licensing Board to inspect the place of
busi ness of a person that is |icensed, registered,
or pernmitted under the Veterinarians Law, to
establish requirenments and procedures for those
i nspections, and to authorize an incone tax
deduction of up to $2,500 per year for
veterinarians who provide free veterinary

servi ces.

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

Section 1. That sections 4741.01, 4741.03, 4741.26, and
5747.01 be anended and section 5747.78 of the Revised Code be

enacted to read as foll ows:

Sec. 4741.01. As used in this chapter:

(A "Animal" nmeans any aninmal other than a human bei ng and
includes fow, birds, fish, and reptiles, wild or donestic, living

or dead.

(B) The "practice of veterinary nedicine" nmeans the practice

of any person who perfornms any of the follow ng actions:
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(1) Diagnoses, prevents, or treats any disease, illness,
pai n, deformity, defect, injury, or other physical, nmental, or

dental condition of any aninal;

(2) Administers to or performs any nedical or surgica
techni que on any animal that has any di sease, illness, pain
deformty, defect, injury, or other physical, nental, or denta

condition or perforns a surgical procedure on any ani nal

(3) Prescribes, applies, or dispenses any drug, nedicine,
bi ol ogi c, anesthetic, or other therapeutic or diagnostic
substance, or applies any apparatus for any di sease, ill ness,
pain, deformity, defect, injury, or other physical, nental, or

dental condition of any aninal;

(4) Uses conmplenmentary, alternative, and integrative

t herapi es on ani mal s;

(5) Renders professional advice or recommendation by any
nmeans, including tel ephonic or other electronic comunication with
regard to any activity described in divisions (B)(1) to (4) of

this section;

(6) Represents the person's self, directly or indirectly,
publicly or privately, as having the ability and willingness to
performan act described in divisions (B)(1l) to (4) of this

secti on;

(7) Uses any words, letters, abbreviations, or titles in such
connection and under such circunstances as to i nduce the belief
that the person using themis engaged in the practice of

vet erinary nedi ci ne.

(C) "Specialist" nmeans a |icensed veterinarian who is
certified by a veterinary specialty board of a professiona
veterinary association recognized by rule of the state veterinary

nmedi cal |icensing board.
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(D) "Veterinary supervision" neans instruction and directions
by a licensed veterinarian on the premises or by a |icensed
veterinarian who is readily available to conmunicate with a person

requiring supervision

(E) "Veterinary student" neans a student enrolled in a
coll ege of veterinary nedicine or a veterinary technol ogy coll ege
approved by the board and who is working with a |icensed

vet eri nari an.

(F) "Registered veterinary technician" nmeans a person who is
a graduate of a veterinary technol ogy coll ege approved by the
state veterinary medical |icensing board, has successfully passed
an exam nation approved by the board, and maintains registration

eligibility status in accordance with rules adopted by the board.

(G "Aninal aide" neans a person who is enployed by a
licensed veterinarian and supervised by a |icensed veterinarian or
a registered veterinary technician to performduties such as
record keeping, aninal restraint, and such other duties that the
board, by rule, establishes. In adopting the rules, the board
shal |l include rules regarding the degree of supervision required
for each duty. The rules shall be consistent with generally

accepted standards of veterinary nedical practice.

(H) "Advertising" means any manner, nethod, neans, or
activity by which a practicing veterinarian, a practicing
veterinarian's partners, or associates, or any information in
reference to veterinary science, is nade known to the public
through any use of notion pictures, newspapers, magazi nes, books,
radi o, tel evision announcenents, or any other manner, nethod,
nmeans, or activity which cormmercially publicizes the professional

i mmge of the veterinarian

(1) "Enbryo transfer" nmeans the renoval of an enbryo ovum

fromthe reproductive tract of an animal and its transfer to the
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reproductive tract of another animal for the purpose of gestation
and birth.

(J) "Veterinary consultant” means a veterinarian who is not
licensed in this state and who provi des advi ce and counsel to a
requesting veterinarian licensed in this state in regard to the
treatnment, diagnosis, or health care of an aninmal or animals in a

specific case.

(K) "Direct veterinary supervision" neans a |icensed
veterinarian is in the imrediate area and wi thin audi bl e range,
vi sual range, or both, of a patient and the person adm nistering

to the patient.

(L) "Al'lied nmedical support” neans a |icensed denti st,
physi ci an, chiropractor, or physical therapist who is in good
standi ng as determ ned under Chapter 4715., 4731., 4734., or 4755.
of the Revised Code, as applicable.

(M "Veterinary-client-patient-relationship" neans a
relationship that nmeets the requirenments of section 4741.04 of the
Revi sed Code.

(N) "Licensed veterinarian" neans a person |icensed by the

board to practice veterinary nedicine.

(O "dient" neans the patient's owner, owner's agent, or

ot her person responsible for the patient.

(P) "Veterinary technol ogy" nmeans the science and art of

provi di ng professional support to veterinarians.

(Q "Patient" neans an animal that is exam ned or treated by

a |licensed veterinarian.

(R "Authorized agent" nmeans a person who is currently or has

previously been licensed as a veterinarian or a person who is

currently or has previously been reqgistered as a veterinary

technician in this state and has been hired by the state
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veterinary nedical board to conduct investigations and i nspections

under section 4741.26 of the Revi sed Code.

Sec. 4741.03. (A) The state veterinary nedical |icensing
board shall neet at |east once in each cal endar year and may hold
additional neetings as often as it considers necessary to conduct
the business of the board. The president of the board may cal
speci al neetings, and the executive director shall call special
nmeetings upon the witten request of three nmenbers of the board.
The board shall organize by electing a president and
vi ce-president fromits veterinarian nenbers and such ot her
of ficers as the board prescribes by rule. Each officer shall serve
for a termspecified by board rule or until a successor is elected
and qualified. A quorumof the board consists of four nenbers of
which at |east three are nenbers who are veterinarians. The
concurrence of four nenbers is necessary for the board to take any

acti on.

(B) The board may appoint a person, not one of its menbers,
to serve as its executive director. The executive director is in
the uncl assified service and serves at the pleasure of the board.
The executive director shall serve as the board's
secretary-treasurer ex officio. The board nay enpl oy additional
enpl oyees for professional, technical, clerical, and special work

as it considers necessary, including authorized agents. The

executive director shall give a surety bond to the state in the
sum the board requires, conditioned upon the faithful perfornance
of the executive director's duties. The board shall pay the cost
of the bond. The executive director shall keep a conplete
accounting of all funds received and of all vouchers presented by
the board to the director of budget and managenent for the

di sbursenent of funds. The president or executive director shal
approve all vouchers of the board. Al noney received by the board

shall be credited to the occupational licensing and regul atory
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f und.

(O In addition to any other duty required under this

chapter, the board shall do all of the foll ow ng:
(1) Prescribe a seal

(2) Accept and review applications for adm ssion to an
exam nation in accordance with section 4741.09 of the Revised Code
and review the results of exam nations taken by applicants in

accordance with rul es adopted by the board—_
(3) Keep a record of all of its meetings and proceedi ngs;

(4) Maintain a register that records all applicants for a
certificate of license or a tenporary permt, all persons who have
been denied a license or pernit, all persons who have been granted
or reissued a license or pernit, and all persons whose |icense or
pernmt has been revoked or suspended. The register shall also

include a record of persons licensed prior to Cctober 17, 1975.

(5) Maintain a register, in such formas the board determ nes
by rule, of all colleges and universities that teach veterinary

nmedi ci ne and veterinary technol ogy that are approved by the board;

(6) Maintain a register, in a formthat the board deternines

by rul e, of unannounced inspections and inspections resulting from

a witten conplaint that are conducted under section 4741.26 of

the Revised Code of any licensee's, pernt holder's, or

registrant's place of business;

(7) Enforce this chapter, and for that purpose, make
investigations relative as provided in section 4741.26 of the
Revi sed Code;

AH-(8) Issue licenses and permts to persons who neet the

gualifications set forth in this chapter;

£83(9) Approve colleges and universities whieh that neet the

board's requirenents for veterinary nedicine and associated fields
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of study and wi thdraw or deny, after an adjudi cation conducted in
accordance with Chapter 119. of the Revised Code, approval from
coll eges and universities whiech that fail to nmeet those

requirements

£9)9(10) Establish a list of practices and procedures to be

exan ned during inspections conducted under section 4741.26 of the

Revi sed Code. including standards of hygi ene, protocols for

procedures, record keepi ng. mai ntenance of equi pnent, and training

on the use of equi pnent;

(11) Establish criteria for disnissing a conplaint under
section 4741. 26 of the Revi sed Code;

(12) Establish the pay scale for authorized agents:;

(13) Adopt rules, in accordance with Chapter 119. of the
Revi sed Code, whieh that are necessary for its governnent and for

the administration and enforcenent of this chapter.
(D) The board may do ak+ both of the follow ng:

(1) Subpoena witnesses and require their attendance and
testinony, and require the production by w tnesses of books,
papers, public records, animal patient records, and other
docunentary evidence and examine them in relation to any matter
that the board has authority to investigate, inquire into, or
hear. Except for any officer or enployee of the state or any
political subdivision of the state, the treasurer of state shal
pay all wi tnesses in any proceedi ng before the board, upon
certification fromthe board, witness fees and mleage in the

anmount provided for under section 119.094 of the Revised Code.

(2) Exam ne and inspect books, papers, public records, aninm
patient records, and other docunentary evidence at the | ocation
where the books, papers, records, and other evidence are nornally

stored or mai ntai ned.
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(E) Al registers, books, and records kept by the board are
the property of the board and are open for public exam nation and
i nspection at all reasonable tinmes in accordance with section
149. 43 of the Revised Code. The registers, books, and records are

prima-facie evidence of the matters contained in them

Sec. 4741.26. (A)(1) The state veterinary nedical |icensing

board shall enforce this chapter and for that purpose shall neke

i nvestigations relative thereto. Except—as—providedinthis

holder-s—or registrant s place of business—If The board may

enter and shall conduct random unannounced inspections of twenty

per cent of all licensees', pernit holders', and registrants'

pl aces of business in this state each year. Each such pl ace of

busi ness shall be inspected at | east once every five years. The

licensee, pernit holder, or reqgistrant shall pay a fee of two

hundred dollars for the inspection.

(2) If the board has know edge or notice, pursuant to a
witten conplaint or any other witten know edge or notice by any
person as verified by the signature of that person, of a violation
of section 4741.18, 4741.19, or 4741.23 of the Revised Code, it
shal | investigate and—upon—probable causeappearing,. An

aut hori zed agent _shall neet in person with the conplainant to

collect infornmation regarding the conplaint. The agent shal

deliver the information to the board for consideration. The board

shall do one of the follow ng regarding the conpl aint:

(a) If the board deternines that there is not probabl e cause

for the conplaint, the board shall dismss the conplaint in

accordance with rul es adopted under section 4741.03 of the Revised

Code and notify the conpl ai nant of the decision together with an
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expl anati on of why the conplaint was di snissed.

(b) If the board deternines that there is probable cause for

the conplaint, the board shall direct the executive director to

file a conplaint and institute the prosecution of the offender. in

Ln conducting any investigation for a suspected violation of
this chapter, the board or its authorized agent does not have to
provide any prior witten notice to the licensee, pernit holder,
or registrant as long as the board provides a witten
aut hori zation for the investigation and the board or its
aut hori zed agent provides the licensee, permit hol der, or
registrant with a copy of the authorization at the time of the
i nvestigation. Wen requested by the executive director, the
prosecuting attorney of a county or the village solicitor or city
director of law of a nunicipal corporation, wherein the violation
occurs shall take charge of and conduct the prosecution. The
attorney general or the attorney general's designhated assi stant
shall act as |legal adviser to the board and shall render such

| egal assistance as may be necessary.

(B) In addition to any other renedy the board may have
pursuant to law, if the board determines that any person is
practicing veterinary medicine without a |license issued pursuant
to this chapter or is otherwise in violation of this chapter, the
board may, through its executive director, apply to a court having
jurisdiction in the county in which the offense occurred, for an
injunction or restraining order to enjoin or restrain the person
fromfurther violations of this chapter. The attorney genera

shal|l serve as the board' s |egal agent in the action

Sec. 5747.01. Except as otherw se expressly provided or
clearly appearing fromthe context, any termused in this chapter
that is not otherwi se defined in this section has the sane neani ng

as when used in a conparable context in the laws of the United
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States relating to federal incone taxes or if not used in a
conparabl e context in those |laws, has the sane neaning as in
section 5733.40 of the Revised Code. Any reference in this chapter
to the Internal Revenue Code includes other laws of the United

States relating to federal incone taxes.
As used in this chapter

(A) "Adjusted gross income" or "Chio adjusted gross incone"
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 incone 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) Deduct disability and survivor's benefits to the extent

included in federal adjusted gross incone.

(5) Deduct benefits under Title Il of the Social Security Act
and tier 1 railroad retirenment benefits to the extent included in
federal adjusted gross incone under section 86 of the Internal

Revenue Code.

(6) In the case of a taxpayer who is a beneficiary of a trust
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that makes an accunul ation distribution as defined in section 665
of the Internal Revenue Code, add, for the beneficiary's taxable
years begi nning before 2002, the portion, if any, of such

di stribution that does not exceed the undistributed net incone of
the trust for the three taxable years preceding the taxable year
in which the distribution is made to the extent that the portion
was not included in the trust's taxable incone for any of the
trust's taxable years beginning in 2002 or thereafter.

"Undi stributed net income of a trust” means the taxable incone of
the trust increased by (a)(i) the additions to adjusted gross

i ncone required under division (A) of this section and (ii) the
personal exenptions allowed to the trust pursuant to section
642(b) of the Internal Revenue Code, and decreased by (b)(i) the
deductions to adjusted gross incone required under division (A of
this section, (ii) the anount of federal incone taxes attributable
to such inconme, and (iii) the anmount of taxable income that has
been included in the adjusted gross incone of a beneficiary by
reason of a prior accurul ation distribution. Any undistributed net
i ncone included in the adjusted gross incone of a beneficiary
shal |l reduce the undistributed net incone of the trust commencing

with the earliest years of the accunul ation peri od.

(7) Deduct the ampbunt of wages and salaries, if any, not
ot herwi se al |l owabl e as a deduction but that would have been
al | onabl e as a deduction in conmputing federal adjusted gross
i ncone for the taxable year, had the targeted jobs credit all owed
and determ ned under sections 38, 51, and 52 of the Interna

Revenue Code not been in effect.

(8) Deduct any interest or interest equivalent on public
obligations and purchase obligations to the extent that the
interest or interest equivalent is included in federal adjusted

gross i ncone.

(9) Add any loss or deduct any gain resulting fromthe sale,
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exchange, or other disposition of public obligations to the extent
that the | oss has been deducted or the gain has been included in

computi ng federal adjusted gross incone.

(10) Deduct or add anounts, as provided under section 5747.70
of the Revised Code, related to contributions to variable college
savi ngs program accounts made or tuition units purchased pursuant
to Chapter 3334. of the Revised Code.

(11)(a) Deduct, to the extent not otherw se allowable as a
deducti on or exclusion in conmputing federal or Chio adjusted gross
i ncone for the taxable year, the anount the taxpayer paid during
the taxabl e year for nedical care insurance and qualified
long-termcare insurance for the taxpayer, the taxpayer's spouse,
and dependents. No deduction for nedical care insurance under
division (A)(11) of this section shall be allowed either to any
taxpayer who is eligible to participate in any subsidized health
pl an mai ntai ned by any enpl oyer of the taxpayer or of the
taxpayer's spouse, or to any taxpayer who is entitled to, or on
application would be entitled to, benefits under part A of Title
XVIIl of the "Social Security Act," 49 Stat. 620 (1935), 42 U S.C
301, as amended. For the purposes of division (A)(11)(a) of this
section, "subsidized health plan" neans a health plan for which
the enpl oyer pays any portion of the plan's cost. The deduction
al | oned under division (A)(11)(a) of this section shall be the net
of any related premi umrefunds, related prem umrei nbursenents, or
rel ated i nsurance prem um di vi dends received during the taxable

year.

(b) Deduct, to the extent not otherw se deducted or excluded
in conmputing federal or Chio adjusted gross incone during the
taxabl e year, the ampbunt the taxpayer paid during the taxable
year, not conpensated for by any insurance or otherw se, for
nedi cal care of the taxpayer, the taxpayer's spouse, and

dependents, to the extent the expenses exceed seven and one-hal f
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per cent of the taxpayer's federal adjusted gross incone.

(c) Deduct, to the extent not otherw se deducted or excl uded
in computing federal or Ohio adjusted gross income, any anount
included in federal adjusted gross income under section 105 or not
excl uded under section 106 of the Internal Revenue Code solely
because it relates to an accident and health plan for a person who
ot herwi se would be a "qualifying relative" and thus a "dependent"”
under section 152 of the Internal Revenue Code but for the fact
that the person fails to nmeet the incone and support limtations
under section 152(d)(1)(B) and (C) of the Internal Revenue Code.

(d) For purposes of division (A)(11) of this section,
"medi cal care" has the neaning given in section 213 of the
I nternal Revenue Code, subject to the special rules, Iimtations,
and exclusions set forth therein, and "qualified |l ong-term care"
has the sane nmeaning given in section 7702B(c) of the Interna
Revenue Code. Solely for purposes of divisions (A)(11)(a) and (c)
of this section, "dependent" includes a person who otherw se would
be a "qualifying relative" and thus a "dependent" under section
152 of the Internal Revenue Code but for the fact that the person
fails to neet the income and support linmitations under section
152(d)(1)(B) and (C) of the Internal Revenue Code.

(12) (a) Deduct any anmount included in federal adjusted gross
i ncone sol ely because the anpbunt represents a rei nbursenent or
refund of expenses that in any year the taxpayer had deducted as
an itenm 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
division (A)(12)(a) of this section shall be reduced to the extent
the reinbursenent is attributable to an anmount the taxpayer

deduct ed under this section in any taxable year.

(b) Add any ampount not otherw se included in Chio adjusted

gross incone for any taxable year to the extent that the anmount is
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attributable to the recovery during the taxable year of any anount
deducted or excluded in conputing federal or Chio adjusted gross

incone in any taxable year.

(13) Deduct any portion of the deduction described in section
1341(a)(2) of the Internal Revenue Code, for repaying previously
reported income 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 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 inconme for the current or any other taxable year.

(14) Deduct an anount equal to the deposits made to, and net
i nvestnent earnings of, a medical savings account during the
taxabl e year, in accordance with section 3924.66 of the Revised
Code. The deduction allowed by division (A)(14) of this section
does not apply to nedical savings account deposits and earni ngs
ot herwi se deducted or excluded for the current or any other

taxabl e year fromthe taxpayer's federal adjusted gross incone.

(15)(a) Add an anount equal to the funds withdrawn froma
medi cal savi ngs account during the taxable year, and the net
i nvest nent earnings on those funds, when the funds w t hdrawn were
used for any purpose other than to rei nburse an account hol der
for, or to pay, eligible nmedical expenses, in accordance wth
section 3924.66 of the Revised Code;

(b) Add the amounts distributed froma nedical savings
account under division (A)(2) of section 3924.68 of the Revised

Code during the taxabl e year.

(16) Add any anmount clainmed as a credit under section
5747.059 or 5747.65 of the Revised Code to the extent that such
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anount satisfies either of the foll ow ng:

(a) The anmount was deducted or excluded fromthe conputation
of the taxpayer's federal adjusted gross income as required to be
reported for the taxpayer's taxable year under the Interna

Revenue Code;

(b) The anmpbunt resulted in a reduction of the taxpayer's
federal adjusted gross incone as required to be reported for any

of the taxpayer's taxable years under the Internal Revenue Code.

(17) Deduct the anpunt contributed by the taxpayer to an
i ndi vi dual devel oprment account program established by a county
departnment of job and family services pursuant to sections 329.11
to 329. 14 of the Revised Code for the purpose of matching funds
deposited by program partici pants. On request of the tax
commi ssioner, the taxpayer shall provide any information that, in
the tax commissioner's opinion, is necessary to establish the

anount deducted under division (A)(17) of this section.

(18) Beginning in taxable year 2001 but not for any taxable
year begi nning after Decenber 31, 2005, if the taxpayer is married
and files a joint return and the conbi ned federal adjusted gross
i ncone of the taxpayer and the taxpayer's spouse for the taxable
year does not exceed one hundred thousand dollars, or if the
taxpayer is single and has a federal adjusted gross incone for the
taxabl e year not exceeding fifty thousand doll ars, deduct amounts
pai d during the taxable year for qualified tuition and fees paid
to an eligible institution for the taxpayer, the taxpayer's
spouse, or any dependent of the taxpayer, who is a resident of
this state and is enrolled in or attending a programthat
culmnates in a degree or diplona at an eligible institution. The
deduction may be clained only to the extent that qualified tuition
and fees are not otherw se deducted or excluded for any taxable
year fromfederal or Chio adjusted gross incone. The deduction may

not be clainmed for educational expenses for which the taxpayer
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clainms a credit under section 5747.27 of the Revi sed Code.

(19) Add any rei nbursenent received during the taxable year
of any anount the taxpayer deducted under division (A)(18) of this
section in any previous taxable year to the extent the anount is

not otherw se included in Chio adjusted gross incone.

(20)(a) (i) Subject to divisions (A)(20)(a)(iii), (iv), and
(v) of this section, add five-sixths of the anmpbunt 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 anobunt of depreciation expense all owed
by that subsection to a pass-through entity in which the taxpayer

has a direct or indirect ownership interest.

(ii) Subject to divisions (A)(20)(a)(iii), (iv), and (v) of
this section, add five-sixths of the anobunt of qualifying section
179 depreciati on expense, including the taxpayer's proportionate
or distributive share of the anmount of qualifying section 179
depreci ati on expense allowed to any pass-through entity in which

the taxpayer has a direct or indirect ownership interest.

(iii) Subject to division (A)(20)(a)(v) of this section, for
taxabl e years beginning in 2012 or thereafter, if the increase in
i ncome taxes withheld by the taxpayer is equal to or greater than
ten per cent of inconme taxes w thheld by the taxpayer during the
taxpayer's i medi ately precedi ng taxable year, "two-thirds" shal
be substituted for "five-sixths" for the purpose of divisions
(A)(20)(a)(i) and (ii) of this section

(iv) Subject to division (A)(20)(a)(v) of this section, for
taxabl e years beginning in 2012 or thereafter, a taxpayer is not
required to add an anmpunt under division (A)(20) of this section
if the increase in incone taxes withheld by the taxpayer and by
any pass-through entity in which the taxpayer has a direct or

i ndirect ownership interest is equal to or greater than the sum of
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(1) the amount of qualifying section 179 depreciation expense and
(1'1) the anpbunt of depreciation expense allowed to the taxpayer by
subsection (k) of section 168 of the Internal Revenue Code, and

i ncluding the taxpayer's proportionate or distributive shares of

such anmounts allowed to any such pass-through entities.

(v) If a taxpayer directly or indirectly incurs a net
operating loss for the taxable year for federal inconme tax
pur poses, to the extent such |loss resulted from depreciation
expense all owed by subsection (k) of section 168 of the Interna
Revenue Code and by qualifying section 179 depreciation expense,
"the entire" shall be substituted for "five-sixths of the" for the

pur pose of divisions (A)(20)(a)(i) and (ii) of this section.

The tax comm ssioner, under procedures established by the
comni ssioner, may wai ve the add-backs 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)(20) of this section shall be

construed to adjust or nodify the adjusted basis of any asset.

(c) To the extent the add-back required under division
(A)(20)(a) of this section is attributable to property generating
nonbusi ness inconme or |oss allocated under section 5747.20 of the
Revi sed Code, the add-back shall be sitused to the sane | ocation
as the nonbusiness 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. O herw se, the add-back shal
be apportioned, subject to one or nore of the four alternative
nmet hods of apportionnment enunerated in section 5747.21 of the
Revi sed Code.

(d) For the purposes of division (A (20)(a)(v) of this
section, net operating |oss carryback and carryforward shall not

i nclude the allowance of any net operating | oss deduction
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carryback or carryforward to the taxable year to the extent such
| oss resulted from depreciation allowed by section 168(k) of the
Internal Revenue Code and by the qualifying section 179

depreci ati on expense anount.

(e) For the purposes of divisions (A)(20) and (21) of this

secti on:

(i) "lIncome taxes w thheld" neans the total ampunt wthheld
and rem tted under sections 5747.06 and 5747.07 of the Revised
Code by an enpl oyer during the enployer's taxable year.

(ii) "Increase in income taxes w thheld" nmeans the anmount by
whi ch the anount of inconme taxes wi thheld by an enpl oyer during
the enployer's current taxable year exceeds the anmount of incone
taxes withheld by that enployer during the enployer's imrediately

precedi ng taxabl e year.

(iii) "Qualifying section 179 depreciation expense" neans the
di fference between (I) the anount of depreciation expense directly
or indirectly allowed to a taxpayer under section 179 of the
Internal Revised Code, and (I1) the amount of depreciation expense
directly or indirectly allowed to the taxpayer under section 179
of the Internal Revenue Code as that section existed on Decenber
31, 2002.

(21)(a) If the taxpayer was required to add an anount under
division (A)(20)(a) of this section for a taxable year, deduct one

of the foll ow ng:

(i) One-fifth of the anmobunt so added for each of the five
succeedi ng taxable years if the amount so added was five-sixths of
qual i fying section 179 depreciation expense or depreciation
expense al |l owed by subsection (k) of section 168 of the Interna

Revenue Code;

(ii) One-half of the anmobunt so added for each of the two

succeedi ng taxable years if the anpbunt so added was two-thirds of
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such depreciation expense;

(iii) One-sixth of the anmobunt so added for each of the six
succeedi ng taxable years if the entire anmount of such depreciation

expense was so added.

(b) If the amount deducted under division (A)(21)(a) of this
section is attributable to an add-back all ocated under division
(A)(20)(c) of this section, the anpbunt deducted shall be sitused
to the sane |location. O herw se, the add-back shall be apportioned
usi ng the apportionnent factors for the taxable year in which the
deduction is taken, subject to one or nore of the four alternative
net hods of apportionnment enunerated in section 5747.21 of the
Revi sed Code.

(c) No deduction is avail abl e under division (A)(21)(a) of
this section with regard to any depreciation all owed by section
168(k) of the Internal Revenue Code and by the qualifying section
179 depreciati on expense anmpunt to the extent that such
depreciation results in or increases a federal net operating |oss
carryback or carryforward. If no such deduction is available for a
taxabl e year, the taxpayer may carry forward the amount not
deducted in such taxable year to the next taxable year and add
that anmount to any deduction otherw se avail abl e under division
(A)(21)(a) of this section for that next taxable year. The
carryforward of amounts not so deducted shall continue until the
entire addition required by division (A)(20)(a) of this section

has been deduct ed.

(d) No refund shall be allowed as a result of adjustnents

made by division (A)(21) of this section

(22) Deduct, to the extent not otherw se deducted or excluded
in conmputing federal or Chio adjusted gross incone for the taxable
year, the anount the taxpayer received during the taxable year as

rei mbursenment for life insurance preniuns under section 5919. 31 of
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t he Revi sed Code.

(23) Deduct, to the extent not otherw se deducted or excl uded
in computing federal or Ohio adjusted gross incone for the taxable
year, the anount the taxpayer received during the taxable year as
a death benefit paid by the adjutant general under section 5919. 33
of the Revised Code.

(24) Deduct, to the extent included in federal adjusted gross
income and not otherw se all owabl e as a deduction or exclusion in
computing federal or Onhio adjusted gross inconme for the taxable
year, mlitary pay and all owances received by the taxpayer during
the taxable year for active duty service in the United States
army, air force, navy, marine corps, or coast guard or reserve
conponents thereof or the national guard. The deduction may not be
clainmed for mlitary pay and all owances recei ved by the taxpayer

while the taxpayer is stationed in this state.

(25) Deduct, to the extent not otherwi se allowable as a
deduction or exclusion in conmputing federal or Chio adjusted gross
i ncone for the taxable year and not otherw se conpensated for by
any ot her source, the anpunt of qualified organ donati on expenses
incurred by the taxpayer during the taxable year, not to exceed
ten thousand dollars. A taxpayer may deduct qualified organ
donati on expenses only once for all taxable years beginning with

taxabl e years begi nning in 2007.
For the purposes of division (A)(25) of this section:

(a) "Human organ" nmeans all or any portion of a human liver,
pancreas, Kkidney, intestine, or lung, and any portion of hunan

bone marr ow.

(b) "Qualified organ donati on expenses" neans trave
expenses, |odgi ng expenses, and wages and salary forgone by a
taxpayer in connection with the taxpayer's donation, while living,

of one or nore of the taxpayer's human organs to anot her hunan
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bei ng.

(26) Deduct, to the extent not otherw se deducted or excl uded
in computing federal or Ohio adjusted gross incone for the taxable
year, anounts received by the taxpayer as retired personnel pay
for service in the uniformed services or reserve conponents
thereof, or the national guard, or received by the surviving
spouse or former spouse of such a taxpayer under the survivor
benefit plan on account of such a taxpayer's death. |f the
t axpayer receives incone on account of retirenent paid under the
federal civil service retirenent systemor federal enployees
retirement system or under any successor retirenent program
enacted by the congress of the United States that is established
and maintained for retired enployees of the United States
governnent, and such retirenment incone is based, in whole or in
part, on credit for the taxpayer's unifornmed service, the
deduction all owed under this division shall include only that
portion of such retirement income that is attributable to the
taxpayer's unifornmed service, to the extent that portion of such
retirenment inconme is otherwi se included in federal adjusted gross
i ncone and is not otherw se deducted under this section. Any
anount deducted under division (A)(26) of this section is not
included in a taxpayer's adjusted gross incone for the purposes of
section 5747.055 of the Revised Code. No anmpunt nmay be deducted
under division (A)(26) of this section on the basis of which a

credit was cl ai ned under section 5747.055 of the Revi sed Code.

(27) Deduct, to the extent not otherw se deducted or excluded
in conputing federal or Onhio adjusted gross incone for the taxable
year, the anmount the taxpayer received during the taxable year
fromthe mlitary injury relief fund created in section 5101.98 of
t he Revi sed Code.

(28) Deduct, to the extent not otherw se deducted or excl uded

in conputing federal or Onhio adjusted gross incone for the taxable
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year, the anount the taxpayer received as a veterans bonus during
the taxable year fromthe Chio departnment of veterans services as

aut hori zed by Section 2r of Article VIII, Onhio Constitution.

(29) Deduct, to the extent not otherw se deducted or excluded
in conputing federal or Onhio adjusted gross inconme for the taxable
year, any income derived froma transfer agreement or fromthe
enterprise transferred under that agreenent under section 4313.02
of the Revised Code.

(30) Deduct, to the extent not otherw se deducted or excl uded
in computing federal or OChio adjusted gross incone for the taxable
year, Chio college opportunity or federal Pell grant anpunts
received by the taxpayer or the taxpayer's spouse or dependent
pursuant to section 3333.122 of the Revised Code or 20 U . S. C
1070a, et seqg., and used to pay roomor board furnished by the
educational institution for which the grant was awarded at the
institution's facilities, including neal plans adm nistered by the
institution. For the purposes of this division, receipt of a grant
includes the distribution of a grant directly to an educati onal
institution and the crediting of the grant to the enrollee's

account with the institution

(31) Deduct one-half of the taxpayer's Chio small business
i nvestor income, the deduction not to exceed sixty-two thousand
five hundred dollars for each spouse if spouses file separate
returns under section 5747.08 of the Revised Code or one hundred
twenty-five thousand dollars for all other taxpayers. No

pass-through entity may cl ai ma deduction under this division.

(32) Deduct the ampunt all owed under section 5747.78 of the

Revi sed Code for a licensed veterinarian who provi ded services

free of charge during the taxable year

For the purposes of this division, "Chio small business

i nvestor income" neans the portion of a taxpayer's adjusted gross
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i ncone that is business inconme reduced by deductions from busi ness
i ncone and apportioned or allocated to this state under sections
5747.21 and 5747.22 of the Revised Code, to the extent not

ot herwi se deducted or excluded in conputing federal or GChio

adj usted gross inconme for the taxable year.

(B) "Business income" nmeans incone, including gain or |oss,
arising fromtransactions, activities, and sources in the regular
course of a trade or business and includes incone, gain, or |oss
fromreal property, tangible property, and intangible property if
the acquisition, rental, managenent, and di sposition of the
property constitute integral parts of the regular course of a
trade or business operation. "Business inconme" includes incone,
including gain or loss, froma partial or conplete |iquidation of
a business, including, but not [imted to, gain or loss fromthe

sal e or other disposition of goodwill.

(O "Nonbusi ness incone" neans all incone other than business
i ncone and may include, but is not linmted 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" neans 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" neans 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 "Internal Revenue Code
of 1986," 100 Stat. 2085, 26 U.S.C. A 1, as anended.
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(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 or thereafter:

(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
domciled in this state. The domicile tests of section 5747.24 of
the Revised 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:

(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
whole 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 foll ow ng:

(i) A person, a court, or a governnmental entity or
instrumentality 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 domiciled in this
state for the purposes of this chapter during all or some portion

of the trust's current taxable year

(iii) A person who was doniciled in this state for the
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pur poses of this chapter when the trust docunent or instrunment or
part of the trust docunent or instrunent becane irrevocabl e, but
only if at least one of the trust's qualifying beneficiaries is a
resident domiciled in this state for the purposes of this chapter
during all or sone portion of the trust's current taxable year. If
a trust docunent or instrument became irrevocabl e upon the death
of a person who at the time of death was domiciled in this state
for purposes of this chapter, that person is a person described in

division (1)(3)(a)(iii) of this section

(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 sane neaning as "potenti al
current beneficiary" as defined in section 1361(e)(2) of the
Internal 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
beneficiary" excludes a person or a governnmental 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
whol e 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 narket 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 market value of those assets
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at that tine, net of any related liabilities, from sources
enunerated in division (1)(3)(a) of this section. The denomni 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 val ue 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.

(iii) Whether a transfer to the trust is by or fromany of
the sources enunerated in division (1)(3)(a) of this section shall
be ascertained without regard to the domicile of the trust's

benefici ari es.

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

section:

(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 testamentary trust was domciled in this state at the tinme of
the testator's death for purposes of the taxes |evied under
Chapter 5731. of the Revised Code.

(ii) 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
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qual i fying beneficiaries is domiciled in this state for purposes
of this chapter during all or sonme 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 domiciled
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 made 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 contractual
relationship existing directly or indirectly between the
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 nade 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 doniciled in this state for purposes of this
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chapt er.

(v) The transfer is made to a trust on account of the will of
a testator who was domiciled in this state at the tine of the
testator's death for purposes of the taxes |evied under Chapter
5731. of the Revised Code.

(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" means the notifications and reports required to
be filed pursuant to this chapter for the purpose of reporting the
tax due and includes declarations of estimted tax when so

requir ed.

(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 cal cul ated

pursuant to this chapter

(N) "Taxpayer" neans any person subject to the tax inmposed by
section 5747.02 of the Revised Code or any pass-through entity

that nakes the el ection under division (D) of section 5747.08 of

Page 28

827

828
829
830
831

832
833
834
835
836
837

838
839

840
841
842
843

844
845

846
847
848
849

850
851
852
853

854
855
856



H. B. No. 567
As Introduced

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
nonresi dent, 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 inconme" or "Chio taxable inconme" applies only to
estates and trusts, and neans federal taxable incone, as defined

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

t hat such net ampunt is not otherwi se includible in Chio taxable
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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 ampunt 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, commission, or instrunentality 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
that such anount is included in federal taxable inconme and is

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

(5) Deduct the ampbunt of wages and salaries, if any, not
ot herwi se all owabl e as a deduction but that would have been
al | owabl e as a deduction in conmputing federal taxable incone for
the taxable year, had the targeted jobs credit allowed under

sections 38, 51, and 52 of the Internal Revenue Code not been in
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effect, but only to the extent such anobunt relates either to
i ncone included in federal taxable inconme for the taxable year or
to incone of the S portion of an electing snmall business trust for

t he taxabl e year;

(6) Deduct any interest or interest equivalent, net of
rel ated expenses deducted in conputing federal taxable incone, on
public obligations and purchase obligations, but only to the
extent that such net anount relates either to inconme included in
federal taxable income for the taxable year or to income of the S

portion of an electing small business trust for the taxable year;

(7) Add any loss or deduct any gain resulting fromsale,
exchange, or other disposition of public obligations to the extent
that such | oss has been deducted or such gain has been included in
conmputing either federal taxable incone or incone of the S portion

of an electing small business trust for the taxable year;

(8) Except in the case of the final return of an estate, add
any amount deducted by the taxpayer on both its Chio estate tax
return pursuant to section 5731.14 of the Revised Code, and on its

federal income tax return in determ ning federal taxable incone;

(9) (a) Deduct any ampunt included in federal taxable incone
sol el y because the anount represents a reinbursenment or 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 ati ons. The deduction ot herw se
al | oned under division (S)(9)(a) of this section shall be reduced
to the extent the reinbursenent is attributable to an amount the
taxpayer or decedent deducted under this section in any taxable

year.

(b) Add any anpbunt not otherw se included in Chio taxable
incone for any taxable year to the extent that the anmount is

attributable to the recovery during the taxable year of any anount
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deduct ed or excluded in conmputing federal or Chio taxable incone
in any taxable year, but only to the extent such anount has not

been distributed to beneficiaries for the taxable year.

(10) Deduct any portion of the deduction described in section
1341(a)(2) of the Internal Revenue Code, for repaying previously
reported income 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 inconme or the decedent's
adj usted gross inconme 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 ncome or the decedent's adjusted gross income for the current or

any ot her taxable year.

(11) Add any anmount clainmed as a credit under section
5747.059 or 5747.65 of the Revised Code to the extent that the

amount satisfies either of the foll ow ng:

(a) The anmount 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

Revenue Code;

(b) The anount 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.

(12) Deduct any ampunt, net of related expenses deducted in
computing federal taxable income, that a trust is required to
report as farmincome on its federal incone tax return, but only
if the assets of the trust include at |east ten acres of |and
satisfying the definition of "land devoted exclusively to

agricul tural use" under section 5713.30 of the Revised Code,

Page 32

949
950
951

952
953
954
955

956
957
958
959
960

961
962
963

964
965
966

967
968
969
970

971
972
973

974
975
976
977
978
979



H. B. No. 567
As Introduced

regardl ess of whether the land is valued for tax purposes as such
| and under sections 5713.30 to 5713.38 of the Revised Code. If the
trust is a pass-through entity investor, section 5747.231 of the
Revi sed Code applies in ascertaining if the trust is eligible to
clai mthe deduction provided by division (S)(12) of this section

in connection with the pass-through entity's farmincone.

Except for farmincone attributable to the S portion of an
el ecting snall business trust, the deduction provided by division
(S)(12) of this section is allowed only to the extent that the
trust has not distributed such farmincone. Division (S)(12) of
this section applies only to taxable years of a trust beginning in
2002 or thereafter

(13) Add the net amount of incone described in section 641(c)
of the Internal Revenue Code to the extent that anopunt is not

i ncluded in federal taxable incone.

(14) Add or deduct the anmount the taxpayer woul d be required
to add or deduct under division (A)(20) or (21) of this section if
the taxpayer's Chio taxable income were conputed in the sane
manner as an individual's Onio adjusted gross inconme is conmputed
under this section. In the case of a trust, division (S)(14) of
this section applies only to any of the trust's taxable years

begi nning in 2002 or thereafter.

(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), (A(9), (S(6), and (S (7)
of this section, "public obligations," "purchase obligations," and
"interest or interest equivalent" have the sane neanings as in
section 5709.76 of the Revised Code.

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

the laws of any other state.
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(W "Pass-through entity investor" means any person who,
during any portion of a taxable year of a pass-through entity, is
a partner, menber, shareholder, or equity investor in that

pass-through entity.

(X) "Banking day" has the sanme neaning as in section 1304.01
of the Revised Code.

(Y) "Month" means a cal endar nont h.

(Z) "Quarter" nmeans the first three nonths, the second three
months, the third three nonths, or the |l ast three nonths of the

taxpayer's taxabl e year

(AA) (1) "Eligible institution" nmeans a state university or
state institution of higher education as defined in section
3345. 011 of the Revised Code, or a private, nonprofit coll ege,
uni versity, or other post-secondary institution located in this
state that possesses a certificate of authorization issued by the
Ohi 0 board of regents pursuant to Chapter 1713. of the Revised
Code or a certificate of registration issued by the state board of
career colleges and school s under Chapter 3332. of the Revised
Code.

(2) "Qualified tuition and fees" nmeans tuition and fees
i nposed by an eligible institution as a condition of enroll ment or
attendance, not exceeding two thousand five hundred dollars in
each of the individual's first two years of post-secondary
education. If the individual is a part-time student, "qualified
tuition and fees" includes tuition and fees paid for the acadenic
equi val ent of the first two years of post-secondary education
during a maxi mum of five taxable years, not exceeding a total of
five thousand dollars. "Qualified tuition and fees" does not

i ncl ude:

(a) Expenses for any course or activity involving sports,

games, or hobbies unless the course or activity is part of the
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i ndi vidual's degree or diploma program

(b) The cost of books, room and board, student activity fees,
athletic fees, insurance expenses, or other expenses unrelated to

the individual's acadeni c course of instruction;

(c) Tuition, fees, or other expenses paid or reinbursed
t hrough an enpl oyer, schol arship, grant in aid, or other

educational benefit program

(BB) (1) "Modified business income" nmeans the business incone
included in a trust's Chio taxable incone after such taxabl e

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

(2) "Qualifying trust anount” of a trust means capital gains
and | osses fromthe sale, exchange, or other disposition of equity
or ownership interests in, or debt obligations of, a qualifying
investee to the extent included in the trust's Chio taxable

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

(a) The book value of the qualifying investee's physical
assets in this state and everywhere, as of the |last day of the
qualifying 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.

(b) The requirenents 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 i nvestnment incone, or

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

(3) "Modified nonbusiness income" neans a trust's Chio
taxabl e i nconme other than nodified business i ncone, other than the
qgualifying trust amount, and other than qualifying investnment

i ncone, as defined in section 5747.012 of the Revised Code, to the

Page 35

1042

1043
1044
1045

1046
1047
1048

1049
1050
1051

1052
1053
1054
1055
1056

1057
1058
1059
1060
1061

1062
1063
1064

1065
1066
1067

1068
1069
1070
1071



H. B. No. 567
As Introduced

extent such qualifying investnent income is not otherw se part of

nodi fi ed busi ness i ncone.

(4) "Modified Chio taxable incone" applies only to trusts,
and nmeans the sum of the anmpunts described in divisions (BB)(4)(a)

to (c) of this section

(a) The fraction, calcul ated under section 5747.013, and
appl yi ng section 5747.231 of the Revised Code, multiplied by the

sum of the follow ng anounts:
(i) The trust's nodified business incone;

(ii) The trust's qualifying investnment inconme, 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 incone and does not otherw se constitute a

qgualifying trust amount.

(b) The qualifying trust amount nultiplied by a fraction, the
nunerator of which is the sum of the book value of the qualifying
i nvestee's physical assets in this state on the |last day of the
qualifying investee's fiscal or calendar year ending inmediately
prior to the day on which the trust recogni zes the qualifying
trust anount, and the denom nator of which is the sumof the book
value of the qualifying investee's total physical assets
everywhere on the last day of the qualifying investee's fiscal or
cal endar year ending i mediately prior to the day on which the
trust recognizes the qualifying trust anount. If, for a taxable
year, the trust recognizes a qualifying trust anount with respect
to nore than one qualifying investee, the anpunt described in
division (BB)(4)(b) of this section shall equal the sum of the

products so conmputed 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 incone.
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(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 amount of its nodified nonbusiness
i ncone satisfying the descriptions in divisions (B)(2) to (5) of
section 5747.20 of the Revised Code, except as otherw se provided
in division (BB)(4)(c)(ii) of this section. 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 trust's
portion of nodified nonbusi ness incone recognized fromthe sale,
exchange, or other disposition of a debt interest in or equity
interest in a section 5747.212 entity, as defined in section
5747.212 of the Revised Code, without regard to division (A of
that section, shall not be allocated to this state in accordance
Wi th section 5747.20 of the Revised Code but shall be apportioned
to this state in accordance with division (B) of section 5747.212
of the Revised Code without regard to division (A of that

secti on.

If the allocation and apportionnment of a trust's incone under
di visions (BB)(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 sane extent provided in that section.

(5)(a) Except as set forth in division (BB)(5)(b) of this
section, "qualifying investee" neans a person in which a trust has
an equity or ownership interest, or a person or unit of government
t he debt obligations of either of which are owned by a trust. For
the purposes of division (BB)(2)(a) of this section and for the
pur pose of conputing the fraction described in division (BB)(4)(b)

of this section, all of the follow ng apply:

(i) If the qualifying investee is a nenber of a qualifying

controlled group on the last day of the qualifying i nvestee's
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fiscal or calendar year ending immediately prior to the date on
which the trust recognizes the gain or loss, then "qualifying
i nvestee" includes all persons in the qualifying controlled group

on such | ast day.

(ii) I'f 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 inmediately prior to the date on which the trust recognizes
the qualifying trust amount, nore than fifty per cent of the
equity of a pass-through entity, then the qualifying investee and
the other nenbers 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 |ast 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 anount.

(iii) For the purposes of division (BB)(5)(a)(iii) of this
section, "upper |level pass-through entity" neans a pass-through
entity directly or indirectly owning any equity of another
pass-through entity, and "l ower |evel pass-through entity" neans

t hat ot her 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
physical assets that the |ower |evel pass-through entity directly

or indirectly owmns on the last day of the | ower |evel pass-through
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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

| ower |evel pass-through entity on each day of the upper |evel
pass-through entity's calendar or fiscal year in which or with
whi ch ends the cal endar or fiscal year of the |ower |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 cal endar or fiscal year. Nothing in division
(BB)(5)(a)(iii) of this section shall be construed to provide for
any deduction or exclusion in conputing any trust's Chio taxable

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 nonbusi ness incone.

(6) "Available" nmeans information is such that a person is

able to learn of the information by the due date plus extensions,
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if any, for filing the return for the taxable year in which the

trust recogni zes the gain or |oss.

(CO "Qualifying controlled group" has the same nmeaning as in
section 5733.04 of the Revised Code.

(DD) "Rel ated nenber" has the sanme neaning as in section
5733. 042 of the Revised Code.

(EE) (1) For the purposes of division (EE) of this section:

(a) "Qualifying person" neans any person other than a

qgual i fyi ng corporation

(b) "Qualifying corporation"” neans any person classified for
federal income tax purposes as an association taxable as a

corporation, except either of the follow ng:

(i) A corporation that has nmade an el ecti on under subchapter
S, chapter one, subtitle A of the Internal Revenue Code for its
taxabl e year ending within, or on the last day of, the investor's

t axabl e year;

(ii) A subsidiary that is wholly owned by any corporation
that has made an el ecti on under subchapter S, chapter one,
subtitle A of the Internal Revenue Code for its taxable year

ending within, or on the |ast day of, the investor's taxable year.

(2) For the purposes of this chapter, unless expressly stated
ot herwi se, no qualifying person indirectly owns any asset directly

or indirectly owed by any qualifying corporation.

(FF) For purposes of this chapter and Chapter 5751. of the
Revi sed Code:

(1) "Trust" does not include a qualified pre-incone tax

trust.

(2) A"qualified pre-inconme tax trust” is any pre-income tax
trust that makes a qualifying pre-inconme tax trust election as

described in division (FF)(3) of this section.

Page 40

1199
1200

1201
1202

1203
1204

1205

1206
1207

1208
1209
1210

1211
1212
1213
1214

1215
1216
1217
1218

1219
1220
1221

1222
1223

1224
1225

1226
1227
1228



H. B. No. 567
As Introduced

(3) A"qualifying pre-inconme tax trust election" is an
el ection by a pre-inconme tax trust to subject to the tax inposed
by section 5751.02 of the Revised Code the pre-inconme tax trust
and all pass-through entities of which the trust owns or controls,
directly, indirectly, or constructively through related interests,
five per cent or nore of the ownership or equity interests. The
trustee shall notify the tax comm ssioner in witing of the
el ection on or before April 15, 2006. The election, if tinely
made, shall be effective on and after January 1, 2006, and shal
apply for all tax periods and tax years until revoked by the

trustee of the trust.

(4) A "pre-inconme tax trust"” is a trust that satisfies all of

the foll ow ng requirenents:

(a) The document or instrunent creating the trust was

executed by the grantor before January 1, 1972;

(b) The trust becane irrevocabl e upon the creation of the

trust; and

(c) The grantor was domiciled in this state at the tine the

trust was created.

(G5 "Uniforned services" has the sanme neaning as in 10
U S C 101.

Sec. 5747.78. (A) As used in this section:

(1) "Licensed veterinarian" has the sane neaning as in
section 4741.01 of the Revi sed Code.

(2) "Veterinary services" neans any of the activities
described in divisions (BY(1) to (5) of section 4741.01 of the
Revi sed Code.

(B) In conputing Chio adjusted gross incone. a deduction from

federal adjusted gross incone is allowed for |icensed

veterinarians who provide veterinary services free of charge. The
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deduction shall equal the | esser of the foll owi ng anpbunts:

(1) The nunber of hours of veterinary service that the

t axpayer provided free of charge during the taxabl e vyear

nultiplied by the average hourly rate, as determ ned by the tax

conmi ssioner., charged by licensed veterinarians doing business in

the region in which the taxpayer provided the service;

(2) Two thousand five hundred doll ars.

In August of 2019, and in Auqust of each fifth vear

thereafter, the tax conm ssioner shall determ ne the percentage

increase in the gross donestic product deflator deternm ned by the

bureau of econom c analysis of the United States departnent of

commerce during the five-vear period that ended on the | ast day of

Decenber of the preceding cal endar vear, and shall adjust the

ampunt _in division (B)(2) of this section by multiplying that

amount by the percentage increase in the gross donestic product

deflator for that five-year period and adding the resulting

product to the anpunt that applied for taxable years beginning in

the precedi ng cal endar vear. The adjusted anpbunt applies to

taxabl e vears beginning in the calendar year in which the

adjustnment _is made and to taxable vears beginning in each ensui ng

cal endar _vear until the calendar vear in which a new adjustnent is

made pursuant to this division. The conm ssi oner shall not nmke a

new adjustnent in any cal endar yvear in which the anpunt resulting

fromthe adjustnent would be |l ess than the ampbunt resulting from

the imedi ately precedi ng adjustnent or two thousand five hundred

dollars, whichever is greater.

(O The tax comm SSioner _nmy require a taxpayer to provide

any docunentation necessary to substantiate a claimfor a

deduction all owed under this section.

Section 2. That existing sections 4741.01, 4741.03, 4741. 26,
and 5747.01 of the Revised Code are hereby repeal ed.
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