As Introduced

130th General Assembly

Regular Session S. B. No. 309

2013-2014

Senators Beagle, Tavares

Cosponsor: Senator Seitz

A BILL

To anend section 5725.33 of the Revised Code to
nodify the qualifications for the New Markets Tax

Credit and the schedule for receiving the credit.

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

Section 1. That section 5725.33 of the Revi sed Code be

amended to read as fol |l ows:

Sec. 5725.33. (A) Except as otherwi se provided in this
section, ternms used in this section have the sanme neaning as
section 45D of the Internal Revenue Code, any related proposed,
tenporary or final regulations promul gated under the Interna
Revenue Code, any rules or guidance of the internal revenue
service or the United States departnent of the treasury, and any

related rul es or guidance issued by the conmunity devel opnent

financial institutions fund of the United States departnment of the

treasury, as such law, regulations, rules, and gui dance exist on
Cct ober 16, 2009.

As used in this section

(1) "Adjusted purchase price" nmeans the anount paid for
qualified equity investments nultiplied by the qualified

| owi ncone comunity investnents made by the issuer in projects
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located in this state as a percentage of the total anmount of
qualified | owincone conmunity investnents made by the issuer in
projects located in all states on the credit all owance date during
the applicable tax year, subject to divisions (B)(1) and (2) of

this section.

(2) "Applicable percentage" nmeans zero five per cent for each
of the first two three credit all owance dat es—seven—per—cent—for
thethird credit—allowancedate~ and eilght six per cent for the

four followi ng credit all owance dates.

(3) "Credit allowance date" nmeans the date, on or after
January 1, 2010, a qualified equity investnent is made and each of
the six anniversary dates thereafter. For qualified equity
i nvestnents nmade after Cctober 16, 2009, but before January 1,
2010, the initial credit allowance date is January 1, 2010, and
each of the six anniversary dates thereafter is on the first day

of January of each year. For investnents made before the effective

date of ...B... of the 130th general assenbly that were not

qualified equity investnents under the law as it existed at the

time the investnent was nmade but are qualified equity investnents

under the anendnents made by that act, the initial credit

al l owance date is the effective date of that act.

(4) L : : , : .
busi I ori : : ,

5> "Qualified conmmunity devel opment entity" includes only

entities—
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{2—Fhat that have entered into an allocation agreenment with
the comunity devel opnent financial institutions fund of the
United States departnment of the treasury with respect to credits

aut hori zed by section 45D of the Internal Revenue Code:

{b)y—hose and whose service area includes any portion of this
st at e—and

o) T i 11 desi . . , I -
- . . I .
of the lnternal Revenue Code—and-thissection.
£63(5) "Qualified equity investnent" is linited to an equity

investnent in a qualified community devel opnment entity that:

(a) Is acquired after Cctober 16, 2009, at its original

i ssuance solely in exchange for cash

(b) Has at |east eighty-five per cent of its cash purchase
price used by the qualified community devel opnment entity to nmake
qualified | owincone community investnents, provided that in the
seventh year after a qualified equity investnment is nade, only
seventy-five per cent of such cash purchase price nust be used by
the qualified community devel opnment entity to nmake qualified

| owi ncone community investnents; and

(c) Is designated by the issuer as a qualified equity

i nvest ment .

"Qualified equity investrment" includes any equity investnment
that would, but for division (A{6x(5)(a) of this section, be a
qualified equity investnent in the hands of the taxpayer if such
i nvestnent was a qualified equity investnent in the hands of a

prior hol der.

(B) There is hereby all owed a nonrefundable credit against
the tax inmposed by section 5725.18 of the Revised Code for an

i nsurance conpany holding a qualified equity investnent on the
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credit allowance date occurring in the cal endar year for which the
tax is due. The credit shall equal the applicable percentage of
the adjusted purchase price of qualified | owincone comunity

i nvestnents, subject to divisions (B)(1) and (2) of this section:

(1) For the purpose of calculating the anount of qualified
| ow-i ncome comunity investments held by a qualified community
devel oprment entity, an investnent shall be considered held by a
qual i fied conmunity devel opnent entity even if the investnent has
been sold or repaid, provided that, at any tinme before the seventh
anni versary of the issuance of the qualified equity investnent,
the qualified community devel opnment entity reinvests an anount
equal to the capital returned to or received or recovered by the
qualified comunity devel opnent entity fromthe original
i nvest ment, exclusive of any profits realized and costs incurred
in the sale or repaynent, in another qualified | owincone
community investnment within twelve nonths of the receipt of such
capital. If the qualified |l owincome community investnment is sold
or repaid after the sixth anniversary of the issuance of the
qualified equity investnent, the qualified | owinconme comunity
i nvestnent shall be considered held by the qualified conmunity
devel opment entity through the seventh anniversary of the

qualified equity investnment's issuance.

(2) The qualified |lowincome community investnment made in
this state shall equal the sumof the qualified | owincone
community investnents in each qualified active | owincomne
community business in this state, not to exceed two mllion five
hundred si xty-four thousand dollars, in which the qualified
comruni ty devel opment entity invests, including such investnents
in any such businesses in this state related to that qualified
active lowincome community business through majority ownership or

contr ol

The credit shall be clained in the order prescribed by
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section 5725.98 of the Revised Code. If the anpbunt of the credit
exceeds the anmount of tax otherw se due after deducting all other
credits in that order, the excess may be carried forward and

applied to the tax due for not nore than four ensuing years.

By claimng a tax credit under this section, an insurance
conpany waives its rights under section 5725.222 of the Revised
Code with respect to the time limtation for the assessnent of
taxes as it relates to credits clainmed that |ater becone subject

to recapture under division (E) of this section.

(© The anmount of qualified equity investnments on the basis
of which credits may be cl ained under this section and sections
5726. 54, 5729.16, and 5733.58 of the Revised Code shall not exceed
t he anmount, estimated by the director of devel opnent, that woul d
cause the total amount of credits all owed each fiscal year to
exceed ten mllion dollars, conputed without regard to the
potential for taxpayers to carry tax credits forward to |ater

years.

(D) If any amount of the a federal tax credit allowed for a
qualified equity investnent for which a credit was received under
this section is recaptured under section 45D of the |nternal
Revenue Code, or if the director of devel opnent services
determ nes that an investnent for which a tax credit is clained
under this section is not a qualified equity investnment or that
the proceeds of an investnment for which a tax credit is clained
under this section are used to make qualified | owincome community
i nvestnents other than in a qualified active | owincone comunity
busi ness, all or a portion of the credit received on account of
that investnment shall be paid by the insurance conpany t hat
received the credit to the superintendent of insurance. The anobunt
to be recovered shall be determ ned by the director of devel opnent
services pursuant to rul es adopted under division (E) of this

section. The director shall certify any anmpbunt due under this
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di vision to the superintendent of insurance, and the
superintendent shall notify the treasurer of state of the anmount
due. Upon notification, the treasurer shall invoice the insurance
conmpany for the amobunt due. The anbunt due is payable not |ater
than thirty days after the date the treasurer invoices the

i nsurance conpany. The ampbunt due shall be considered to be tax
due under section 5725.18 of the Revised Code, and nay be

coll ected by assessnment without regard to the tine linmtations

i mposed under section 5725.222 of the Revised Code for the
assessnent of taxes by the superintendent. Al anounts collected
under this division shall be credited as revenue fromthe tax

| evi ed under section 5725.18 of the Revised Code.

(E) The tax credits authorized under this section and
sections 5726.54, 5729.16, and 5733.58 of the Revi sed Code shal
be admi ni stered by the departwent—of devel opnent services agency.
The director of devel opnent services, in consultation with the tax
conmmi ssi oner and the superintendent of insurance, pursuant to
Chapter 119. of the Revised Code, shall adopt rules for the
adm ni stration of this section and sections 5726.54, 5729.16, and
5733.58 of the Revised Code. The rules shall provide for
determ ning the recovery of credits under division (D) of this
section and under sections 5726.54, 5729.16, and 5733.58 of the
Revi sed Code, including prorating the amount of the credit to be
recovered on any reasonabl e basis, the manner in which credits my
be all ocated anong cl ai mants, and the anmount of any application or

other fees to be charged in connection with a recovery.

(F) There is hereby created in the state treasury the new
markets tax credit operating fund. The director of devel opnent
services is authorized to charge reasonabl e application and ot her
fees in connection with the adm nistration of tax credits
aut hori zed by this section and sections 5726. 54, 5729.16, and
5733.58 of the Revised Code. Any such fees collected shall be
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credited to the fund. The director of devel opment services shall 178
use noney in the fund to pay expenses related to the 179
adm ni stration of tax credits authorized under sections 5725. 33, 180
5726.54, 5729.16, and 5733.58 of the Revised Code. 181

Section 2. That existing section 5725.33 of the Revised Code 182

i s hereby repeal ed. 183



