As Introduced

130th General Assembly
Regular Session S. B. No. 203
2013-2014

Senators Schaffer, Tavares

A BILL

To amend sections 5739.02, 5747.01, and 5747.98 and
to enact sections 5739.40 and 5747.78 of the
Revi sed Code to authorize an inconme tax credit for
i ndi viduals that earn a nonprofit nmanagenent
degree or certain professional designations and to
allow a sales tax exenption for out-of-state

nonprofit corporations that relocate jobs to Chio.

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

Section 1. That sections 5739.02, 5747.01, and 5747.98 be
amended and sections 5739.40 and 5747.78 of the Revi sed Code be

enacted to read as fol |l ows:

Sec. 5739.02. For the purpose of providing revenue with which
to nmeet the needs of the state, for the use of the general revenue
fund of the state, for the purpose of securing a thorough and
efficient systemof common schools throughout the state, for the
pur pose of affording revenues, in addition to those from genera
property taxes, permitted under constitutional limtations, and
fromother sources, for the support of |ocal governmenta
functions, and for the purpose of reinbursing the state for the
expense of administering this chapter, an excise tax is hereby

| evied on each retail sale nade in this state.
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(A) (1) The tax shall be collected as provided in section
5739. 025 of the Revised Code. The rate of the tax shall be five
and one-half per cent. The tax applies and is collectible when the
sale is made, regardless of the tinme when the price is paid or

del i ver ed.

(2) In the case of the |ease or rental, with a fixed term of
nore than thirty days or an indefinite termwi th a mninmum period
of nore than thirty days, of any notor vehicles designed by the
manuf acturer to carry a |oad of not nore than one ton, watercraft,
out board nmotor, or aircraft, or of any tangi ble personal property,
ot her than notor vehicles designed by the nanufacturer to carry a
| oad of nore than one ton, to be used by the | essee or renter
primarily for business purposes, the tax shall be collected by the
vendor at the time the lease or rental is consunmated and shall be
cal cul ated by the vendor on the basis of the total anobunt to be
paid by the | essee or renter under the | ease agreenent. |If the
total anmpbunt of the consideration for the | ease or rental includes
amounts that are not calculated at the tinme the | ease or rental is
executed, the tax shall be cal culated and coll ected by the vendor
at the time such anounts are billed to the I essee or renter. In
the case of an open-end | ease or rental, the tax shall be
cal cul ated by the vendor on the basis of the total anount to be
paid during the initial fixed termof the |ease or rental, and for
each subsequent renewal period as it cones due. As used in this
di vision, "notor vehicle" has the sanme meaning as in section
4501. 01 of the Revised Code, and "watercraft” includes an outdrive

unit attached to the watercraft.

A lease with a renewal clause and a term nation penalty or
simlar provision that applies if the renewal clause is not
exercised is presuned to be a shamtransaction. In such a case,
the tax shall be calculated and paid on the basis of the entire

I ength of the | ease period, including any renewal periods, until
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the termnation penalty or simlar provision no |onger applies.
The taxpayer shall bear the burden, by a preponderance of the
evi dence, that the transaction or series of transactions is not a

sham transacti on

(3) Except as provided in division (A)(2) of this section, in
the case of a sale, the price of which consists in whole or in
part of the | ease or rental of tangible personal property, the tax

shall be neasured by the installnments of that |ease or rental

(4) In the case of a sale of a physical fitness facility
service or recreation and sports club service, the price of which
consists in whole or in part of a nenbership for the receipt of
the benefit of the service, the tax applicable to the sal e shal

be nmeasured by the installnments thereof.
(B) The tax does not apply to the foll ow ng:

(1) Sales to the state or any of its political subdivisions,
or to any other state or its political subdivisions if the | aws of
that state exenpt fromtaxation sales made to this state and its

political subdivisions;

(2) Sales of food for human consunption off the prem ses

wher e sol d;

(3) Sales of food sold to students only in a cafeteri a,
dormitory, fraternity, or sorority maintained in a private,

public, or parochial school, college, or university;

(4) Sal es of newspapers and of magazi ne subscriptions and
sales or transfers of nagazi nes distributed as controlled

circul ati on publications;

(5) The furnishing, preparing, or serving of meals wthout
charge by an enployer to an enpl oyee provided the enpl oyer records
the nmeals as part conpensation for services perforned or work

done;
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(6) Sales of notor fuel upon receipt, use, distribution, or
sale of which in this state a tax is inposed by the |aw of this
state, but this exenption shall not apply to the sale of notor
fuel on which a refund of the tax is allowable under division (A
of section 5735.14 of the Revised Code; and the tax comm ssioner
may deduct the anmount of tax levied by this section applicable to
the price of notor fuel when granting a refund of notor fuel tax
pursuant to division (A) of section 5735.14 of the Revised Code
and shall cause the amount deducted to be paid into the general

revenue fund of this state;

(7) Sales of natural gas by a natural gas conpany, of water
by a water-works conpany, or of steam by a heating conpany, if in
each case the thing sold is delivered to consuners through pipes
or conduits, and all sales of comrunications services by a
tel egraph conpany, all terns as defined in section 5727.01 of the

Revi sed Code, and sales of electricity delivered through wires;

(8) Casual sales by a person, or auctioneer enployed directly
by the person to conduct such sales, except as to such sal es of
not or vehicles, watercraft or outboard notors required to be
titled under section 1548.06 of the Revised Code, watercraft
docunented with the United States coast guard, snownpbiles, and
al | -purpose vehicles as defined in section 4519.01 of the Revised
Code;

(9)(a) Sales of services or tangi ble personal property, other
than notor vehicles, nobile hones, and nmanufactured homes, by
churches, organi zati ons exenpt fromtaxati on under section
501(c)(3) of the Internal Revenue Code of 1986, or nonprofit
organi zati ons operated exclusively for charitabl e purposes as
defined in division (B)(12) of this section, provided that the
nunber of days on which such tangi bl e personal property or
services, other than itens never subject to the tax, are sold does

not exceed six in any cal endar year, except as otherw se provided
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in division (B)(9)(b) of this section. |If the nunber of days on
whi ch such sal es are made exceeds six in any cal endar year, the
church or organi zati on shall be considered to be engaged in

busi ness and all subsequent sales by it shall be subject to the
tax. In counting the nunber of days, all sales by groups within a
church or within an organi zation shall be considered to be sales

of that church or organization

(b) The limtation on the nunber of days on which tax-exenpt
sal es may be made by a church or organizati on under division
(B)(9)(a) of this section does not apply to sal es made by student
cl ubs and other groups of students of a primary or secondary
school, or a parent-teacher association, booster group, or sinilar
organi zati on that raises noney to support or fund curricular or

extracurricular activities of a primary or secondary school.

(c) Divisions (B)(9)(a) and (b) of this section do not apply
to sales by a noncomrercial educational radio or television

broadcasti ng stati on.

(10) Sales not within the taxing power of this state under

the Constitution of the United States;

(11) Except for transactions that are sal es under division
(B)(3)(r) of section 5739.01 of the Revised Code, the
transportati on of persons or property, unless the transportation

is by a private investigation and security service;

(12) Sales of tangi ble personal property or services to
churches, to organi zations exenpt fromtaxation under section
501(c)(3) of the Internal Revenue Code of 1986, and to any other
nonprofit organi zations operated exclusively for charitable
purposes in this state, no part of the net income of which inures
to the benefit of any private sharehol der or individual, and no
substantial part of the activities of which consists of carrying

on propaganda or otherwi se attenpting to influence |egislation
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sales to offices administering one or nore hones for the aged or
one or nmore hospital facilities exenpt under section 140.08 of the
Revi sed Code; and sales to organi zations described in division (D)
of section 5709.12 of the Revised Code.

"Charitable purposes” neans the relief of poverty; the
i nprovenent of health through the alleviation of illness, disease,
or injury; the operation of an organi zati on exclusively for the
provi sion of professional, |aundry, printing, and purchasing
services to hospitals or charitable institutions; the operation of
a home for the aged, as defined in section 5701.13 of the Revised
Code; the operation of a radio or television broadcasting station
that is licensed by the federal communications conmmi ssion as a
noncomer ci al educational radio or television station; the
operation of a nonprofit animal adoption service or a county
hunane society; the pronotion of education by an institution of
learning that maintains a faculty of qualified instructors,
teaches regul ar continuous courses of study, and confers a
recogni zed di pl oma upon conpl etion of a specific curriculun the
operation of a parent-teacher association, booster group, or
sim | ar organization primarily engaged in the pronotion and
support of the curricular or extracurricular activities of a
primary or secondary school; the operation of a community or area
center in which presentations in nusic, dramatics, the arts, and
related fields are nade in order to foster public interest and
education therein; the production of performances in nusic,
dramatics, and the arts; or the pronotion of education by an
organi zati on engaged in carrying on research in, or the
di ssem nation of, scientific and technol ogi cal know edge and

information primarily for the public.

Nothing in this division shall be deened to exenpt sales to
any organi zation for use in the operation or carrying on of a

trade or business, or sales to a hone for the aged for use in the
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operation of independent living facilities as defined in division
(A) of section 5709.12 of the Revised Code.

(13) Building and construction materials and services sold to
construction contractors for incorporation into a structure or
i mprovenment to real property under a construction contract with
this state or a political subdivision of this state, or with the
United States governnent or any of its agencies; building and
construction materials and services sold to construction
contractors for incorporation into a structure or inprovenent to
real property that are accepted for ownership by this state or any
of its political subdivisions, or by the United States governnent
or any of its agencies at the time of conpletion of the structures
or inprovenents; building and construction materials sold to
construction contractors for incorporation into a horticulture
structure or livestock structure for a person engaged in the
busi ness of horticulture or producing |ivestock; building
materials and services sold to a construction contractor for
i ncorporation into a house of public worship or religious
education, or a building used exclusively for charitable purposes
under a construction contract with an organi zati on whose purpose
is as described in division (B)(12) of this section; building
materials and services sold to a construction contractor for
i ncorporation into a building under a construction contract with
an organi zation exenpt from taxation under section 501(c)(3) of
the Internal Revenue Code of 1986 when the building is to be used
exclusively for the organization's exenpt purposes; building and
construction materials sold for incorporation into the original
construction of a sports facility under section 307.696 of the
Revi sed Code; building and construction materials and services
sold to a construction contractor for incorporation into rea
property outside this state if such naterials and services, when
sold to a construction contractor in the state in which the rea

property is located for incorporation into real property in that
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state, would be exenpt froma tax on sales levied by that state;
and, until one cal endar year after the construction of a
convention center that qualifies for property tax exenption under
section 5709. 084 of the Revised Code is conpleted, building and
construction materials and services sold to a construction
contractor for incorporation into the real property conprising

t hat convention center;

(14) Sales of ships or vessels or rail rolling stock used or
to be used principally in interstate or foreign commerce, and
repairs, alterations, fuel, and lubricants for such ships or

vessels or rail rolling stock

(15) Sales to persons primarily engaged in any of the
activities nentioned in division (B)(42)(a), (g), or (h) of this
section, to persons engaged in nmeking retail sales, or to persons
who purchase for sale froma manufacturer tangi bl e persona
property that was produced by the nanufacturer in accordance with
specific designs provided by the purchaser, of packages, including
material, |abels, and parts for packages, and of nachinery,
equi pnent, and material for use primarily in packagi ng tangible
personal property produced for sale, including any nmachinery,
equi prrent, and supplies used to make | abel s or packages, to
prepare packages or products for labeling, or to | abel packages or
products, by or on the order of the person doing the packagi ng, or
sold at retail. "Packages" includes bags, baskets, cartons,
crates, boxes, cans, bottles, bindings, wappings, and other
simlar devices and containers, but does not include notor
vehicles or bulk tanks, trailers, or simlar devices attached to
not or vehicl es. "Packagi ng" neans placing in a package. Division
(B)(15) of this section does not apply to persons engaged in

hi ghway transportation for hire.

(16) Sales of food to persons using supplenental nutrition

assi stance program benefits to purchase the food. As used in this
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di vi sion, "food" has the sane neaning as in 7 U S. C. 2012 and
federal regul ations adopted pursuant to the Food and Nutrition Act
of 2008.

(17) Sales to persons engaged in farnming, agriculture,
horticulture, or floriculture, of tangible personal property for
use or consunption primarily in the production by farmng,
agriculture, horticulture, or floriculture of other tangible
personal property for use or consunption primarily in the
production of tangi ble personal property for sale by farm ng,
agriculture, horticulture, or floriculture; or material and parts
for incorporation into any such tangi bl e personal property for use
or consunption in production; and of tangi ble personal property
for such use or consunption in the conditioning or holding of
products produced by and for such use, consunption, or sale by
persons engaged in farming, agriculture, horticulture, or

floriculture, except where such property is incorporated into rea
property;

(18) Sales of drugs for a human being that may be di spensed
only pursuant to a prescription; insulin as recognized in the
official United States pharnacopoeia; urine and bl ood testing
mat eri al s when used by diabetics or persons with hypoglycenia to
test for glucose or acetone; hypoderm c syringes and needl es when
used by diabetics for insulin injections; epoetin alfa when
purchased for use in the treatnment of persons wi th nedical
di sease; hospital beds when purchased by hospitals, nursing hones,
or other nedical facilities; and nedical oxygen and nedi cal
oxygen-di spensi ng equi pnent when purchased by hospitals, nursing

homes, or other nedical facilities;

(19) Sales of prosthetic devices, durable nedical equipnent
for home use, or nobility enhancing equi pnent, when nmade pursuant
to a prescription and when such devices or equi pnment are for use

by a human bei ng.

Page 9

243
244
245

246
247
248
249
250
251
252
253
254
255
256
257
258
259

260
261
262
263
264
265
266
267
268
269
270

271
272
273
274



S. B. No. 203
As Introduced

(20) Sales of enmergency and fire protection vehicles and
equi pment to nonprofit organizations for use solely in providing
fire protection and energency services, including trauma care and
energency nedi cal services, for political subdivisions of the

st at e;

(21) Sales of tangible personal property manufactured in this
state, if sold by the manufacturer in this state to a retailer for
use in the retail business of the retailer outside of this state
and if possession is taken fromthe manufacturer by the purchaser
within this state for the sole purpose of inmediately renoving the

same fromthis state in a vehicle owned by the purchaser;

(22) Sales of services provided by the state or any of its
political subdivisions, agencies, instrunentalities, institutions,
or authorities, or by governnental entities of the state or any of
its political subdivisions, agencies, instrunentalities,

institutions, or authorities;

(23) Sales of notor vehicles to nonresidents of this state
under the circunstances described in division (B) of section
5739. 029 of the Revised Code;

(24) Sales to persons engaged in the preparation of eggs for
sal e of tangible personal property used or consumed directly in
such preparation, including such tangible personal property used
for cleaning, sanitizing, preserving, grading, sorting, and
cl assi fying by size; packages, including material and parts for
packages, and machi nery, equipnent, and nmaterial for use in
packagi ng eggs for sale; and handling and transportati on equi pnent
and parts therefor, except notor vehicles |icensed to operate on
publ i ¢ hi ghways, used in intraplant or interplant transfers or
shi pnrent of eggs in the process of preparation for sale, when the
pl ant or plants within or between which such transfers or
shi prents occur are operated by the sanme person. "Packages"

i ncl udes contai ners, cases, baskets, flats, fillers, filler flats,
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cartons, closure materials, labels, and | abeling materials, and

"packagi ng" neans pl aci ng therein.
(25)(a) Sales of water to a consuner for residential use;

(b) Sales of water by a nonprofit corporation engaged
exclusively in the treatnment, distribution, and sale of water to
consuners, if such water is delivered to consuners through pipes

or tubing.

(26) Fees charged for inspection or reinspection of notor

vehi cl es under section 3704.14 of the Revi sed Code;

(27) Sales to persons licensed to conduct a food service
operation pursuant to section 3717.43 of the Revised Code, of
tangi bl e personal property primarily used directly for the

foll ow ng:
(a) To prepare food for human consunption for sale;

(b) To preserve food that has been or will be prepared for
hunman consunption for sale by the food service operator, not
i ncl udi ng tangi bl e personal property used to display food for

sel ection by the consuner

(c) To clean tangible personal property used to prepare or

serve food for human consunption for sale.

(28) Sales of animals by nonprofit aninal adoption services

or county hunane soci eti es;

(29) Sales of services to a corporation described in division
(A) of section 5709.72 of the Revised Code, and sal es of tangible
personal property that qualifies for exenption fromtaxation under
section 5709.72 of the Revised Code;

(30) Sales and installation of agricultural land tile, as
defined in division (B)(5)(a) of section 5739.01 of the Revised
Code;

(31) Sales and erection or installation of portable grain
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bins, as defined in division (B)(5)(b) of section 5739.01 of the
Revi sed Code;

(32) The sale, |ease, repair, and maintenance of, parts for,
or itens attached to or incorporated in, nmotor vehicles that are
primarily used for transporting tangible personal property
bel onging to others by a person engaged in highway transportation
for hire, except for packages and packagi ng used for the

transportati on of tangible personal property;

(33) Sales to the state headquarters of any veterans'
organi zation in this state that is either incorporated and issued
a charter by the congress of the United States or is recognized by
the United States veterans administration, for use by the

headquarters;

(34) Sales to a tel ecomuni cations service vendor, nobile
tel ecomuni cati ons service vendor, or satellite broadcasting
servi ce vendor of tangible personal property and services used
directly and primarily in transmtting, receiving, swtching, or
recording any interactive, one- or two-way el ectromagnetic
comuni cati ons, including voice, imge, data, and information,

t hrough the use of any nmedium including, but not limted to,

pol es, wires, cables, swtching equipnment, conputers, and record
storage devi ces and nedi a, and conponent parts for the tangible
personal property. The exenption provided in this division shal

be in lieu of all other exenptions under division (B)(42)(a) or
(n) of this section to which the vendor may ot herw se be entitled,
based upon the use of the thing purchased in providing the

t el ecommuni cations, nobile tel econmunications, or satellite

br oadcasti ng servi ce.

(35)(a) Sal es where the purpose of the consuner is to use or
consunme the things transferred in nmaking retail sales and
consi sting of newspaper inserts, catal ogues, coupons, flyers, gift

certificates, or other advertising material that prices and
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descri bes tangi bl e personal property offered for retail sale.

(b) Sales to direct marketing vendors of prelimnary
mat eri al s such as photographs, artwork, and typesetting that will
be used in printing advertising nmaterial; and of printed natter
that offers free nerchandi se or chances to win sweepstake prizes
and that is mailed to potential custoners with advertising

mat eri al described in division (B)(35)(a) of this section;

(c) Sal es of equiprment such as tel ephones, conputers,
facsim | e machi nes, and sinilar tangi ble personal property

primarily used to accept orders for direct marketing retail sales.

(d) Sales of automatic food vendi ng nmachi nes that preserve
food with a shelf life of forty-five days or less by refrigeration

and di spense it to the consuner.

For purposes of division (B)(35) of this section, "direct
mar keti ng" nmeans the nethod of selling where consuners order
tangi bl e personal property by United States mail, delivery
service, or teleconmunication and the vendor delivers or ships the
tangi bl e personal property sold to the consuner froma warehouse,
cat al ogue distribution center, or simlar fulfillment facility by
means of the United States nmil, delivery service, or comobn

carrier.

(36) Sales to a person engaged in the business of
horticulture or producing livestock of materials to be

incorporated into a horticulture structure or livestock structure;

(37) Sales of personal conputers, conputer nonitors, conputer
keyboards, nodens, and other peripheral conputer equipnment to an
i ndi vidual who is licensed or certified to teach in an el ementary
or a secondary school in this state for use by that individual in

preparation for teaching elenentary or secondary school students;

(38) Sales to a professional racing teamof any of the

fol | owi ng:
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(a) Modtor racing vehicles;
(b) Repair services for notor racing vehicles;

(c) Itenms of property that are attached to or incorporated in
not or raci ng vehicles, including engines, chassis, and all other
components of the vehicles, and all spare, replacenent, and
rebuilt parts or conponents of the vehicles; except not including
tires, consunmable fluids, paint, and accessories consisting of
instrunentation sensors and related itens added to the vehicle to
collect and transnit data by neans of telenmetry and other forns of

conmuni cati on.

(39) Sales of used nmanufactured honmes and used nobil e hones,
as defined in section 5739. 0210 of the Revised Code, made on or

after January 1, 2000;

(40) Sal es of tangible personal property and services to a
provider of electricity used or consuned directly and primarily in
generating, transmitting, or distributing electricity for use hy
others, including property that is or is to be incorporated into
and will beconme a part of the consuner's production, transm ssion,
or distribution systemand that retains its classification as
tangi bl e personal property after incorporation; fuel or power used
in the production, transm ssion, or distribution of electricity;
ener gy conversion equi pnment as defined in section 5727.01 of the
Revi sed Code; and tangi bl e personal property and services used in
the repair and mai ntenance of the production, transm ssion, or
di stribution system including only those notor vehicles as are
speci ally desi gned and equi pped for such use. The exenption
provided in this division shall be in lieu of all other exenptions
in division (B)(42)(a) or (n) of this section to which a provider
of electricity may otherwi se be entitled based on the use of the
tangi bl e personal property or service purchased in generating,

transmtting, or distributing electricity.
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(41) Sales to a person providing services under division
(B)(3)(r) of section 5739.01 of the Revised Code of tangible
personal property and services used directly and primarily in

provi di ng taxabl e services under that section.

(42) Sales where the purpose of the purchaser is to do any of

the foll ow ng:

(a) To incorporate the thing transferred as a naterial or a
part into tangi ble personal property to be produced for sale by
manuf acturing, assenbling, processing, or refining; or to use or
consunme the thing transferred directly in producing tangible
personal property for sale by mning, including, wthout
limtation, the extraction fromthe earth of all substances that
are classed geologically as minerals, production of crude oil and
natural gas, or directly in the rendition of a public utility
service, except that the sales tax levied by this section shall be
coll ected upon all neals, drinks, and food for human consunption
sol d when transporting persons. Persons engaged in rendering
services in the exploration for, and production of, crude oil and
natural gas for others are deenmed engaged directly in the
exploration for, and production of, crude oil and natural gas.
Thi s paragraph does not exenpt from"retail sale" or "sales at
retail" the sale of tangible personal property that is to be

incorporated into a structure or inprovenent to real property.

(b) To hold the thing transferred as security for the

performance of an obligation of the vendor;

(c) To resell, hold, use, or consune the thing transferred as

evi dence of a contract of insurance;

(d) To use or consume the thing directly in comrercial

fishing;

(e) To incorporate the thing transferred as a material or a

part into, or to use or consune the thing transferred directly in

Page 15

431
432
433
434

435
436

437
438
439
440
441
442
443
444
445
446
447
448
449
450
451
452
453

454
455

456
457

458
459

460
461



S. B. No. 203
As Introduced

the production of, magazines distributed as controlled circul ation

publi cati ons;

(f) To use or consune the thing transferred in the production
and preparation in suitable condition for market and sal e of
printed, inprinted, overprinted, lithographic, multilithic,
bl ueprinted, photostatic, or other productions or reproductions of

written or graphic matter;

(g) To use the thing transferred, as described in section
5739. 011 of the Revised Code, primarily in a manufacturing

operation to produce tangi ble personal property for sale;

(h) To use the benefit of a warranty, maintenance or service
contract, or simlar agreement, as described in division (B)(7) of
section 5739.01 of the Revised Code, to repair or maintain
tangi bl e personal property, if all of the property that is the
subj ect of the warranty, contract, or agreenent would not be

subject to the tax inposed by this section

(i) To use the thing transferred as qualified research and

devel oprment equi prent ;

(j) To use or consune the thing transferred primarily in
storing, transporting, mailing, or otherw se handling purchased
sales inventory in a warehouse, distribution center, or simlar
facility when the inventory is primarily distributed outside this
state to retail stores of the person who owns or controls the
war ehouse, distribution center, or sinmlar facility, to retail
stores of an affiliated group of which that person is a nenber, or
by nmeans of direct nmarketing. This division does not apply to
not or vehicles registered for operation on the public highways. As
used in this division, "affiliated group"” has the same neani ng as
in division (B)(3)(e) of section 5739.01 of the Revised Code and
"direct marketing" has the sane neaning as in division (B)(35) of

this section.
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(k) To use or consune the thing transferred to fulfill a
contractual obligation incurred by a warrantor pursuant to a
warranty provided as a part of the price of the tangi bl e personal
property sold or by a vendor of a warranty, maintenance or service
contract, or simlar agreement the provision of which is defined
as a sale under division (B)(7) of section 5739.01 of the Revised
Code;

(1) To use or consune the thing transferred in the production

of a newspaper for distribution to the public;

(m To use tangible personal property to performa service
listed in division (B)(3) of section 5739.01 of the Revised Code,
if the property is or is to be permanently transferred to the
consuner of the service as an integral part of the performance of

t he service

(n) To use or consune the thing transferred primarily in
produci ng tangi bl e personal property for sale by farm ng,
agriculture, horticulture, or floriculture. Persons engaged in
rendering farmng, agriculture, horticulture, or floriculture
services for others are deened engaged primarily in farmng,
agriculture, horticulture, or floriculture. This paragraph does
not exenpt from"retail sale"” or "sales at retail"” the sale of
tangi bl e personal property that is to be incorporated into a

structure or inprovenent to real property.

(o) To use or consune the thing transferred in acquiring,
formatting, editing, storing, and disseninating data or

informati on by el ectronic publishing.

As used in division (B)(42) of this section, "thing" includes
all transactions included in divisions (B)(3)(a), (b), and (e) of
section 5739.01 of the Revised Code.

(43) Sal es conducted through a coin operated device that

activates vacuum equi pnent or equi pnent that dispenses water,
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whet her or not in conbination with soap or other cleaning agents
or wax, to the consuner for the consuner's use on the prenises in
washi ng, cleaning, or waxing a notor vehicle, provided no other
personal property or personal service is provided as part of the

transacti on.

(44) Sales of replacenent and nodification parts for engines,
airfranes, instrunments, and interiors in, and paint for, aircraft
used primarily in a fractional aircraft ownership program and
sal es of services for the repair, nodification, and nmaintenance of
such aircraft, and machi nery, equipnent, and supplies primarily

used to provide those services.

(45) Sales of telecomunications service that is used
directly and primarily to performthe functions of a call center.
As used in this division, "call center" neans any physi cal
| ocation where tel ephone calls are placed or received in high
vol ume for the purpose of naking sal es, marketing, custoner
service, technical support, or other specialized business
activity, and that enploys at least fifty individuals that engage
in call center activities on a full-tinme basis, or sufficient

individuals to fill fifty full-tinme equival ent positions.

(46) Sal es by a tel ecomuni cations service vendor of 900
service to a subscriber. This division does not apply to
i nformati on services, as defined in division (FF) of section
5739.01 of the Revised Code.

(47) Sal es of val ue-added non-voi ce data service. This
di vi sion does not apply to any simlar service that is not

ot herwi se a tel ecommuni cati ons service.

(48) (a) Sal es of machinery, equi pnent, and software to a
qualified direct selling entity for use in a warehouse or
di stribution center primarily for storing, transporting, or

ot herwi se handling inventory that is held for sale to i ndependent
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sal espersons who operate as direct sellers and that is held

primarily for distribution outside this state;
(b) As used in division (B)(48)(a) of this section:

(i) "Direct seller" means a person selling consuner products
to individuals for personal or household use and not froma fixed
retail location, including selling such product at in-honme product

denmonstrations, parties, and other one-on-one selling.

(ii) "Qualified direct selling entity" nmeans an entity
selling to direct sellers at the tine the entity enters into a tax
credit agreenent with the tax credit authority pursuant to section
122. 17 of the Revised Code, provided that the agreenent was
entered into on or after January 1, 2007. Neither contingencies
relevant to the granting of, nor |ater devel opnents w th respect
to, the tax credit shall inpair the status of the qualified direct
selling entity under division (B)(48) of this section after

execution of the tax credit agreenent by the tax credit authority.

(c) Division (B)(48) of this sectionis linited to machinery,
equi prment, and software first stored, used, or consuned in this
state within the period comrenci ng June 24, 2008, and endi ng on

the date that is five years after that date.

(49) Sales of materials, parts, equipment, or engines used in
the repair or nmaintenance of aircraft or avionics systens of such
aircraft, and sales of repair, renodeling, replacenent, or
nmai nt enance services in this state performed on aircraft or on an
aircraft's avionics, engine, or conmponent naterials or parts. As
used in division (B)(49) of this section, "aircraft" neans
aircraft of nore than six thousand pounds maxi num certified

t akeof f wei ght or used exclusively in general aviation.

(50) Sales of full flight sinulators that are used for pil ot
or flight-crew training, sales of repair or replacenent parts or

components, and sal es of repair or maintenance services for such
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full flight simulators. "Full flight sinulator” nmeans a replica of
a specific type, or make, nodel, and series of aircraft cockpit.
I't includes the assenbl age of equi prent and conputer prograns
necessary to represent aircraft operations in ground and flight
condi tions, a visual system providing an out-of-the-cockpit view,
and a systemthat provides cues at |east equivalent to those of a
t hr ee- degr ee- of -freedom noti on system and has the full range of
capabilities of the systens installed in the device as described
in appendices A and B of part 60 of chapter 1 of title 14 of the

Code of Federal Regul ations.

(51) Any transfer or |ease of tangible personal property
between the state and a successful proposer in accordance with
sections 126.60 to 126.605 of the Revised Code, provided the
property is part of a project as defined in section 126.60 of the
Revi sed Code and the state retains ownership of the project or
part thereof that is being transferred or |eased, between the
state and JobsChio in accordance with section 4313.02 of the
Revi sed Code.

(52) Sales of tangible personal property or services to a

nonprofit corporation that holds a job relocation exenption

certificate i ssued under section 5739.40 of the Revised Code.

(© For the purpose of the proper adninistration of this
chapter, and to prevent the evasion of the tax, it is presuned
that all sales nade in this state are subject to the tax until the

contrary is established.

(D) The levy of this tax on retail sales of recreation and
sports club service shall not prevent a municipal corporation from
| evying any tax on recreation and sports club dues or on any

i ncome generated by recreation and sports club dues.

(E) The tax collected by the vendor fromthe consunmer under

this chapter is not part of the price, but is a tax collection for

Page 20

586
587
588
589
590
591
592
593
594
595

596
597
598
599
600
601
602
603

604
605
606

607
608
609
610

611
612
613
614

615
616



S. B. No. 203
As Introduced

the benefit of the state, and of counties |levying an additional
sal es tax pursuant to section 5739.021 or 5739. 026 of the Revised
Code and of transit authorities |evying an additional sales tax
pursuant to section 5739.023 of the Revised Code. Except for the
di scount authorized under section 5739.12 of the Revised Code and
the effects of any rounding pursuant to section 5703.055 of the
Revi sed Code, no person other than the state or such a county or
transit authority shall derive any benefit fromthe collection or
paynment of the tax levied by this section or section 5739.021,
5739. 023, or 5739.026 of the Revised Code.

Sec. 5739.40. (A) As used in this section:

(1) "Nonprofit corporation” has the sane neaning as in
section 1702.01 of the Revi sed Code.

(2) "Qualifying nonprofit corporation” neans a nonprofit

corporation that relocates at least fifty full-tinme enploynent

positions fromone or nore other states to this state within one

vear after the nonprofit corporation first establishes a physica

presence in this state.

(B) A qualifying nonprofit corporation may apply to the tax

conmi ssioner for a job relocation exenption certificate. The

application shall be in the formprescribed by the conmi ssioner

Wthin thirty days of the receipt of an application, the tax

conmi ssioner _shall issue a job relocation exenption certificate to

the nonprofit corporation if the nonprofit corporation neets the

criteria described in division (A)(2) of this section. Except as

provided in division (C) of this section, the certificate shall be

valid for three vears fromthe date the tax conni SSioner issues

the certificate. The certificate shall otherwi se conply with the

requi renments for exenption certificates prescribed under section
5739. 03 of the Revi sed Code.

(C) |If a qualifying nonprofit corporation that receives a job
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rel ocati on exenption certificate fails to nmaintain at least fifty

full-tinme enploynent positions in this state during the three-year

period for which the certificate is issued, the tax comm SSi oner

shall inmmediately revoke the certificate. The conmmi ssi oner nay

require a qualifying nonprofit corporation that receives a job

rel ocati on exenption certificate to periodically report to the

conmmi ssioner _the nunber of full-tine enployees that the qualifying

nonprofit corporation enploys in the state, along with any other

information the conmi ssi oner considers necessary to adm ni ster

this section.

Sec. 5747.01. Except as otherw se expressly provided or
clearly appearing fromthe context, any termused in this chapter
that is not otherw se defined in this section has the same neani ng
as when used in a conparable context in the laws of the United
States relating to federal incone taxes or if not used in a
conparabl e context in those |laws, has the sane nmeaning as in
section 5733.40 of the Revised Code. Any reference in this chapter
to the Internal Revenue Code includes other |aws 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 exenpt fromfederal inconme taxes but not fromstate incone

t axes.
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(3) Deduct interest or dividends on obligations of the United
States and its territories and possessions or of any authority,
conmmi 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 retirement benefits to the extent included in
federal adjusted gross income under section 86 of the Internal

Revenue Code.

(6) In the case of a taxpayer who is a beneficiary of a trust
that nmakes 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 inconme 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 inconme 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 amount of federal incone taxes attributable
to such incone, and (iii) the amount of taxable incone that has
been included in the adjusted gross incone of a beneficiary by
reason of a prior accumnulation distribution. Any undistributed net

i ncone included in the adjusted gross incone of a beneficiary
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shal |l reduce the undistributed net incone of the trust commencing

with the earliest years of the accunul ati on 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 | owabl 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 |nternal

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

gr oss i ncone.

(9) Add any |l oss or deduct any gain resulting fromthe sale,
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 anmounts, 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
deduction or exclusion in conputing federal or Chio adjusted gross
i ncone for the taxable year, the anount the taxpayer paid during
the taxabl e year for nmedical 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 nmai 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
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XVIIl of the "Social Security Act," 49 Stat. 620 (1935), 42 U S.C
301, as anended. For the purposes of division (A)(11)(a) of this
section, "subsidized health plan" nmeans 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 prem umrefunds, related prem umreinbursenents, or
related i nsurance prem um di vidends received during the taxable

year.

(b) Deduct, to the extent not otherw se deducted or excl uded
in computing federal or Ohio adjusted gross inconme during the
taxabl e year, the anpbunt the taxpayer paid during the taxable
year, not conpensated for by any insurance or otherw se, for
nmedi cal care of the taxpayer, the taxpayer's spouse, and
dependents, to the extent the expenses exceed seven and one-hal f

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 sanme neaning 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 woul d

be a "qualifying relative" and thus a "dependent" under section
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152 of the Internal Revenue Code but for the fact that the person
fails to neet the inconme and support linmitations under section
152(d) (1) (B) and (C) of the Internal Revenue Code.

(12) (a) Deduct any anount 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 item zed deduction pursuant to section 63 of the Interna
Revenue Code and applicable United States departnent of the
treasury regul ati ons. The deduction otherw se all owed under
division (A)(12)(a) of this section shall be reduced to the extent
the reinbursenent is attributable to an anobunt the taxpayer

deducted under this section in any taxable year.

(b) Add any amount not otherw se included in Chio adjusted
gross income for any taxable year to the extent that the amount is
attributable to the recovery during the taxable year of any anount
deducted or excluded in 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) It 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 nvest nent earnings of, a nedical 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
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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 amount equal to the funds w thdrawn from a
medi cal savi ngs account during the taxable year, and the net
i nvest ment earnings on those funds, when the funds w thdrawn were
used for any purpose other than to rei nburse an account hol der
for, or to pay, eligible nmedical expenses, in accordance with
section 3924.66 of the Revi sed Code;

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

Code during the taxable year

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

anount satisfies either of the foll ow ng:

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

Revenue Code;

(b) The anmpunt 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 conm ssioner'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
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year begi nning after Decenber 31, 2005, if the taxpayer is nmarried
and files a joint return and the conbined 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 dollars, deduct anmounts
paid 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 nmay be clainmed 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
clains a credit under section 5747.27 or 5747.78 of the Revised
Code.

(19) Add any rei nbursenment 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 anmount of depreciation
expense al |l owed by subsection (k) of section 168 of the Interna
Revenue Code, including the taxpayer's proportionate or
di stributive share of the anpbunt of depreciation expense all owed
by that subsection to a pass-through entity in which the taxpayer

has a direct or indirect ownership interest.

(ii) Subject to divisions (A)(20)(a)(iii), (iv), and (v) of
this section, add five-sixths of the anount of qualifying section
179 depreciation expense, including the taxpayer's proportionate

or distributive share of the anmount of qualifying section 179
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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 ncone taxes withheld by the taxpayer is equal to or greater than
ten per cent of incone taxes withheld 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 anount under division (A)(20) of this section
if the increase in incone taxes w thheld 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
(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
including the taxpayer's proportionate or distributive shares of

such anounts 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 incone tax
pur poses, to the extent such |oss resulted from depreciation
expense al |l 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
comm 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.
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(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 incone or |oss allocated under section 5747.20 of the
Revi sed Code, the add-back shall be sitused to the sane |ocation
as the nonbusi ness incone 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
net 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
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

section:

(i) "lIncone taxes withheld" nmeans the total anount withheld
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 inconme taxes w thhel d" neans the anount by
whi ch the anobunt of inconme taxes wi thheld by an enpl oyer during
the enpl oyer's current taxable year exceeds the anmount of incone
taxes withheld by that enployer during the enployer's inmediately

precedi ng taxabl e year.

(iii) "Qualifying section 179 depreciation expense" neans the

di fference between (I) the anount of depreciation expense directly
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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 anmount 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 anmount so added was five-sixths of
qual i fying section 179 depreciation expense or depreciation
expense all owed by subsection (k) of section 168 of the Interna

Revenue Code;

(ii) One-half of the amobunt so added for each of the two
succeedi ng taxable years if the anbunt so added was two-thirds of

such depreciation expense;

(iii) One-sixth of the amobunt 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 allocated under division
(A)(20)(c) of this section, the amount 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 available 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 ampbunt to the extent that such
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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 anmpunt not
deducted in such taxable year to the next taxable year and add
that amount to any deduction ot herw 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 conputing federal or Onhio adjusted gross incone for the taxable
year, the anmount the taxpayer received during the taxable year as
rei mbursenent for life insurance preniuns under section 5919. 31 of
t he Revi sed Code.

(23) Deduct, to the extent not otherw se deducted or excl uded
in conputing federal or Onhio 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
i ncome 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 taxabl e year for active duty service in the United States
army, air force, navy, marine corps, or coast guard or reserve
conmponents thereof or the national guard. The deduction nay 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
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deduction or exclusion in conputing federal or Chio adjusted gross
i ncone for the taxable year and not otherw se conpensated for by
any ot her source, the anopunt 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" means all or any portion of a human liver,
pancreas, kidney, intestine, or lung, and any portion of hunan

bone marrow.

(b) "Qualified organ donati on expenses" neans trave
expenses, |odgi ng expenses, and wages and sal ary forgone by a
taxpayer in connection with the taxpayer's donation, while |iving,
of one or nore of the taxpayer's human organs to anot her hunan

bei ng.

(26) Deduct, to the extent not otherw se deducted or excl uded
in conputing federal or Onhio adjusted gross incone for the taxable
year, anounts received by the taxpayer as retired nmilitary
personnel pay for service in the United States arnmy, navy, air
force, coast guard, or marine corps 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. |If the taxpayer receives
i ncone on account of retirenment paid under the federal civil
service retirenment systemor federal enployees retirenment system
or under any successor retirenent program enacted by the congress
of the United States that is established and maintai ned for
retired enpl oyees of the United States government, and such
retirenment incone is based, in whole or in part, on credit for the
taxpayer's nilitary service, the deduction allowed under this

di vision shall include only that portion of such retirement income
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that is attributable to the taxpayer's nilitary service, to the
extent that portion of such retirement inconme is otherw se
included in federal adjusted gross income and is not otherw se
deducted under this section. Any ampunt 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 amount nay be deducted under division (A)(26) of this
section on the basis of which a credit was clai ned under section
5747.055 of the Revised Code.

(27) Deduct, to the extent not otherw se deducted or excl uded
in conputing federal or Onhio adjusted gross incone for the taxable
year, the anount 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 conmputing federal or Chio adjusted gross incone for the taxable
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 conmputing federal or Chio adjusted gross incone for the taxable
year, any loss fromwagering transactions that is allowed as an
item zed deduction under section 165 of the Internal Revenue Code
and that the taxpayer deducted in conputing federal taxable

i ncone.

(30) Deduct, to the extent not otherw se deducted or excluded
in conputing federal or Onhio adjusted gross incone for the taxable
year, any income derived from providing public services under a
contract through a project owned by the state, as described in
section 126.604 of the Revised Code or derived froma transfer
agreenent or fromthe enterprise transferred under that agreenent
under section 4313.02 of the Revised Code.

Page 34

1024
1025
1026
1027
1028
1029
1030
1031
1032

1033
1034
1035
1036
1037

1038
1039
1040
1041
1042

1043
1044
1045
1046
1047
1048

1049
1050
1051
1052
1053
1054
1055



S. B. No. 203
As Introduced

(31) Deduct, to the extent not otherw se deducted or excl uded
in conmputing federal or Chio adjusted gross incone for the taxable
year, Chio college opportunity or federal Pell grant anounts
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 seq., 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

(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 conmplete |iquidation of
a business, including, but not [imted to, gain or loss fromthe

sale or other disposition of goodwill.

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

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

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

enpl oyee for personal services.

(E) "Fiduciary" 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.
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(F) "Fiscal year" means an accounting period of twelve nonths

endi ng on the | ast day of any nonth other than Decenber.
(G "Individual" neans 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.

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

section;

(ii) A person who was domciled in this state for the

pur poses of this chapter when the person directly or indirectly
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transferred assets to an irrevocable trust, but only if at |east
one of the trust's qualifying beneficiaries is donmiciled in this
state for the purposes of this chapter during all or sonme portion

of the trust's current taxable year

(iii) A person who was domiciled in this state for the

pur poses of this chapter when the trust docunent or instrument or
part of the trust document or instrunment becane irrevocable, 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. I|f
a trust docunment or instrument became irrevocabl e upon the death
of a person who at the tine 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 sanme neaning as "potenti al
current beneficiary" as defined in section 1361(e)(2) of the
I nternal Revenue Code, and with respect to a charitable |ead trust
"qual i fying beneficiary" is any current, future, or contingent
beneficiary, but with respect to any trust "qualifying
beneficiary" excludes a person or a governnental entity or
instrunentality to any of which a contribution would qualify for
the charitabl e deducti on under section 170 of the Internal Revenue
Code.

(d) For the purposes of division (1)(3)(a) of this section,
the extent to which a trust consists directly or indirectly, in
whole or in part, of assets, net of any related liabilities, that
were transferred directly or indirectly, in whole or part, to the

trust by any of the sources enunerated in that division shall be
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ascertained by multiplying the fair market value of the trust's
assets, net of related liabilities, by the qualifying ratio, which

shall be conputed as foll ows:

(i) The first time the trust receives assets, the nunerator
of the qualifying ratio is the fair market value of those assets
at that tinme, net of any related liabilities, from sources
enunerated in division (1)(3)(a) of this section. The denom 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 conmputed. The numerator 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 conmputed without regard to the subsequent
transfer, and (2) the fair market value of the subsequently
transferred assets at the tine transferred, net of any rel ated
liabilities, fromsources enunerated in division (1)(3)(a) of this
section. The denom nator of the revised qualifying ratio is the
fair market value of all the trust's assets inmediately after the

subsequent transfer, net of any related liabilities.

(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

benefi ci ari es.

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

secti on:

(i) Atrust is described in division (1)(3)(e)(i) of this
section if the trust is a testanentary trust and the testator of
that testanmentary trust was domciled in this state at the tine of

the testator's death for purposes of the taxes |evied under
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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 (I)(3)(f)(i) to (vi) of this section, the trust is an
irrevocable inter vivos trust, and at |east one of the trust's
qual ifying beneficiaries is domciled in this state for purposes
of this chapter during all or some portion of the trust's current

t axabl e year.

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

transfer is described in any of the follow ng:

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

chapt er.

(ii) The transfer is 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 contractua
relationship existing directly or indirectly between the
transferor and either the decedent or the estate of the decedent
at any tine 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
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Code.

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

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 tinme of the
testator's death for purposes of the taxes |evied under Chapter
5731. of the Revised Code.

(vi) The transfer is nade 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 domciled in this state at the tine

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" nmeans 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 renmainder of that taxable

year.

(K) "Pass-through entity" has the sanme 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 estimated tax when so

required.

(M "Taxable year"” means the cal endar year or the taxpayer's

fiscal year ending during the cal endar year, or fractional part
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t her eof , upon which the adjusted gross incone is calcul ated

pursuant to this chapter.

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

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

return.

(P) "Principal county of enploynent" nmeans, in the case of a
nonresident, the county within the state in which a taxpayer
perfornms services for an enployer or, if those services are
performed 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" means any county, nunicipal corporation,

park district, or township.

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

charter adopted pursuant to the Ohio Constitution.

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

the figure deternmined to be the correct anount of the tax.

(S) "Taxable inconme" or "Chio taxable incone" applies only to
estates and trusts, and neans federal taxable incone, as defined

and used in the Internal Revenue Code, adjusted as follows:

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

this section:

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

beneficiaries for the taxable year;

(b) The net ampunt 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, conmm 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 anpunt is not otherwi se includible in Chio
taxabl e income 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 incone, on obligations of
the United States and its territories and possessions or of any
authority, comm ssion, or instrunmentality of the United States to
the extent that the interest or dividends are exenpt fromstate
taxes under the laws of the United States, but only to the extent
that such anmount is included in federal taxable inconme and is

described in either division (S)(1)(a) or (b) of this section;
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(5) Deduct the ampbunt of wages and salaries, if any, not
ot herwi se al |l owabl e as a deduction but that woul d have been
al | onabl e as a deduction in conmputing federal taxable inconme for
the taxable year, had the targeted jobs credit allowed under
sections 38, 51, and 52 of the Internal Revenue Code not been in
effect, but only to the extent such anmobunt relates either to
income included in federal taxable income for the taxable year or
to incone of the S portion of an electing snmall business trust for

the taxabl e year;

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

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

(7) Add any | oss 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
computing either federal taxable incone or inconme 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 anount included in federal taxable incone
sol ely because the anpbunt represents a rei nbursenent 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 ations. The deduction otherw 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

t axpayer or decedent deducted under this section in any taxable
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year.

(b) Add any anmpunt not otherw se included in Chio taxable
i ncone for any taxable year to the extent that the anmount is
attributable to the recovery during the taxable year of any anount
deducted or excluded in conmputing federal or Chio taxable incone
in any taxable year, but only to the extent such amount 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 i ncone received under a claimof right, that neets both

of the follow ng requirenents:

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

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

any other taxable year

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

anount satisfies either of the foll ow ng:

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

Revenue Code;

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

taxpayer's taxable years under the Internal Revenue Code.

(12) Deduct any anmpunt, net of rel ated expenses deducted in
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conmputing federal taxable incone, that a trust is required to
report as farmincone on its federal income 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,
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 farmincome attributable to the S portion of an
el ecting small 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 amount 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 incone were conputed in the same
manner as an individual's Onhio 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 inconme" and "school district incone tax"
have the sane neanings as in section 5748.01 of the Revised Code.

(U As used in divisions (A)(8), (A(9, (S(6), and (S (7)

n

of this section, "public obligations," "purchase obligations," and
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"interest or interest equivalent" have the sane neanings as in
section 5709.76 of the Revised Code.

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

the laws of any other state.

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

pass-through entity.

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

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

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

t axpayer'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,
university, or other post-secondary institution |located in this
state that possesses a certificate of authorization issued by the
Chi o 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" means tuition and fees
i nposed by an eligible institution as a condition of enrollnent or
att endance, 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-tine 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
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during a maxi num 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,
ganes, or hobbies unless the course or activity is part of the

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 academ c course of instruction;

(c) Tuition, fees, or other expenses paid or reinbursed
through an enpl oyer, scholarship, grant in aid, or other

educati onal benefit program

(BB) (1) "Modified business incone" neans the business incone
included in a trust's Chio taxable incone after such taxable

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 Ohio taxable

incone, but only if the follow ng requirenments 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
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,

is available to the trust.

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

recogni zes the gain or |oss.

Any gain or loss that is not a qualifying trust amount is

nodi fi ed busi ness incone, qualifying investnent incone, or
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nodi fi ed nonbusi ness i ncone, as the case may be.

(3) "Modified nonbusiness income" nmeans a trust's Chio
t axabl e i ncone ot her than nodified business income, other than the
qualifying trust anount, and other than qualifying investnent
income, as defined in section 5747.012 of the Revised Code, to the
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 neans the sum of the ampunts described in divisions (BB)(4)(a)

to (c) of this section

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

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

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

qual i fying trust anount.

(b) The qualifying trust amount nultiplied by a fraction, the
nurerator of which is the sumof the book value of the qualifying
i nvestee's physical assets in this state on the |last day of the
qual i fying investee's fiscal or cal endar year ending i mediately
prior to the day on which the trust recogni zes the qualifying
trust anmount, and the denominator 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 imrediately prior to the day on which the
trust recognizes the qualifying trust amount. If, for a taxable
year, the trust recognizes a qualifying trust anount with respect

to nore than one qualifying investee, the anount described in

Page 48

1457

1458
1459
1460
1461
1462
1463

1464
1465
1466

1467
1468
1469

1470

1471
1472
1473
1474
1475

1476
1477
1478
1479
1480
1481
1482
1483
1484
1485
1486
1487



S. B. No. 203
As Introduced

division (BB)(4)(b) of this section shall equal the sum of the

products so conputed for each such qualifying investee.

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

this section, its nodified nonbusi ness incone.

(ii) Wth respect to a trust or portion of a trust that is
not a resident as ascertained in accordance with division
(1)(3)(d) of this section, the amobunt of its nodified nonbusiness
i ncone satisfying the descriptions in divisions (B)(2) to (5) of
section 5747.20 of the Revised Code, 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 ascertai ned
in accordance with division (1)(3)(d) of this section, the trust's
portion of nodified nonbusiness 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, wi thout regard to division (A of
that section, shall not be allocated to this state in accordance
with 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 wi thout 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" nmeans a person in which a trust has
an equity or ownership interest, or a person or unit of governnent

t he debt obligations of either of which are owned by a trust. For

Page 49

1488
1489

1490
1491
1492

1493
1494
1495
1496
1497
1498
1499
1500
1501
1502
1503
1504
1505
1506
1507
1508
1509

1510
1511
1512
1513
1514
1515

1516
1517
1518
1519



S. B. No. 203
As Introduced

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

on such | ast day.

(ii) If the qualifying investee, or if the qualifying
i nvestee and any nenbers of the qualifying controlled group of
whi ch the qualifying investee is a nenber on the |ast day of the
qualifying investee's fiscal or cal endar year ending innmediately
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 nmenbers are deenmed to own the proportionate share of the
pass-through entity's physical assets which the pass-through
entity directly or indirectly owns on the |ast day of the
pass-through entity's calendar or fiscal year ending within or
with the last day of the qualifying investee's fiscal or cal endar
year ending inmediately prior to the date on which the trust

recogni zes the qualifying trust amount.

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

that other pass-through entity.

An upper | evel pass-through entity, whether or not it is also
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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 |ower |evel pass-through entity's
physical assets that the |ower |evel pass-through entity directly
or indirectly owms on the last day of the | ower |evel pass-through
entity's calendar or fiscal year ending within or with the | ast
day of the upper |evel pass-through entity's fiscal or cal endar
year. |f the upper |evel pass-through entity directly and
indirectly owns less than fifty per cent of the equity of the

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

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 investee" for that
taxabl e year does not include a C corporation if both of the

foll owi 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
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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,
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 meaning as in section
5733. 042 of the Revised Code.

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

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

qgual i fying corporation

(b) "Qualifying corporation" neans any person classified for
federal inconme 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
t axabl e year ending within, or on the |ast day of, the investor's

t axabl e year;

(ii) A subsidiary that is wholly owned by any corporation
that has nade 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 last 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 owned by any qualifying corporation.

(FF) For purposes of this chapter and Chapter 5751. of the
Revi sed Code:
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(1) "Trust" does not include a qualified pre-incone tax

trust.

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

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

(3) A"qualifying pre-income tax trust election" is an
el ection by a pre-income 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-incone tax trust" is a trust that satisfies all of

the followi ng requirenents

(a) The docunent or instrument 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.

Sec. 5747.78. (A) There is hereby allowed a nonrefundabl e

credit against the tax inposed under section 5747.02 of the

Revi sed Code for a taxpayver who pays tuition and fees during a

taxable vear to an eligible institution, at which the taxpayer,

the taxpayer's spouse, or a dependent of the taxpayer is enrolled

in or attending a programthat culninates in a degree in nonprofit
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managenent. The anpunt of the credit equals the | esser of one

t housand five hundred dollars or the ampunt of tuition and fees

paid to the eligible institution during the taxable vear.

(B) There is hereby allowed a nonrefundable credit agai nst

the tax inposed under section 5747.02 of the Revised Code for a

taxpayer who incurs expenses during the taxable year to conplete

the institute of organization nmanagenment program sponsored by the

United States chanber of commerce, to conplete the | obbying

certificate program sponsored by the Anerican | eague of | obbyi sts,

to receive an accreditation in public relations, or to becone

certified as a certified fund raising executive, certified sports

event executive, certified destination marketing executive, or

certified neeting planner. The anpunt of the credit equals the

| esser of five hundred dollars or fifty per cent of the expenses

incurred, provided that, if the taxpayer receives reinbursenent

for the taxpayer's expenses from any source, the anpunt of the

credit equals the lesser of five hundred dollars or fifty per cent

of the expenses incurred after subtracting the anmobunt reinbursed

to the taxpaver.

(C) A taxpaver shall claima credit allowed under division

(A) or (B) of this section in the order required under section

5747.98 of the Revised Code. The taxpayer may carry forward a

credit to the extent that the credit exceeds the anmpunt of tax due

after allowing for any other credits that precede the credit in
the order prescribed by section 5747.98 of the Revised Code.

Sec. 5747.98. (A) To provide a uniform procedure for
cal cul ating the amount 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 foll owi ng order

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

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

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

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

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

(11) The twenty-doll ar 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 Revi sed Code;

(13) The nonresident credit under division (A of section
5747.05 of the Revised Code;

(14) The credit for a resident's out-of-state income under
division (B) of section 5747.05 of the Revi sed 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 enpl oyee child
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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 Revised Code;

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

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

(20) The credit for selling alternative fuel under section
5747.77 of the Revi sed Code;

(21) The second credit for purchases of new nmanufacturing
machi nery and equi prent and the credit for using Chio 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

voluntary action under section 5747.32 of the Revised 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 investnment credit under section
5747.75 of the Revi sed Code;

(27) The credit for purchases of qualifying grape production

property under section 5747.28 of the Revised Code;

(28) The small business investnment credit under section
5747.81 of the Revised Code;

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

transfer investors under section 5747.33 of the Revi sed Code;

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

(31) The research and devel opnent credit under section
5747. 331 of the Revised Code;

(32) The credit for rehabilitating a historic building under
section 5747.76 of the Revised Code;

(33) The credit for tuition and fees paid to earn a degree in

nonprofit managenent under division (A) of section 5747.78 of the
Revi sed Code;

(34) The credit for expenses incurred to conplete a

prof essional certification programor obtain a professiona

desi gnation under division (B) of section 5747.78 of the Revised
Code:

(35) The refundable credit for rehabilitating a historic
bui | di ng under section 5747.76 of the Revised Code;

343(36) The refundable jobs creation credit or job retention
credit under division (A of section 5747.058 of the Revi sed Code;

35-(37) The refundable credit for taxes paid by a qualifying
entity granted under section 5747.059 of the Revised Code;

36)(38) The refundable credits for taxes paid by a
qual i fyi ng pass-through entity granted under division (J) of
section 5747.08 of the Revised Code;

3A-(39) The refundabl e credit under section 5747.80 of the
Revi sed Code for | osses on |oans made to the Chio venture capital

program under sections 150.01 to 150.10 of the Revi sed Code;

38)3(40) The refundabl e notion picture production credit
under section 5747.66 of the Revised Code.

39-(41) The refundable credit for financial institution
taxes paid by a pass-through entity granted under section 5747.65
of the Revised Code.
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(B) For any credit, except the refundable credits enunerated
in this section and the credit granted under division (1) of
section 5747.08 of the Revised Code, the anpbunt of the credit for
a taxabl e year shall not exceed the tax due after allow ng for any
other credit that precedes it in the order required under this
section. Any excess anmount of a particular credit nmay be carried
forward if authorized under the section creating that credit.

Not hing in this chapter shall be construed to allow a taxpayer to
claim directly or indirectly, a credit nore than once for a

t axabl e year.

Section 2. That existing sections 5739.02, 5747.01, and
5747.98 of the Revised Code are hereby repeal ed.

Section 3. The General Assenbly, applying the principle
stated in division (B) of section 1.52 of the Revised Code that
anendnents are to be harnoni zed if reasonably capabl e of
si mul t aneous operation, finds that the foll owi ng sections,
presented in this act as conposites of the sections as anmended by
the acts indicated, are the resulting versions of the sections in
effect prior to the effective date of the sections as presented in

this act:

Section 5739.02 of the Revised Code as anmended by both Am
Sub. H. B. 487 and Am Sub. H B. 508 of the 129th General Assenbly.

Section 5747.01 of the Revised Code as anmended by Am H.B.
167, Sub. H B. 365, and Am Sub. H. B. 510, all of the 129th
General Assenbly.

Section 5747.98 of the Revised Code as anended by both Am
Sub. H B. 386 and Am Sub. H. B. 510 of the 129th General Assenbly.
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