AM1434X2
H.B. 18
As Passed by the House

Topi c: Renove refundable credit for past taxable paynents; extend statute of

linmtations
moved to amend as follows:
Inline 1 of the title, delete "section" and insert 1
"sections"; after "5747.01" insert "and 5747. 10" 2
In line 5 delete "section"” and insert "sections"; after 3
"5747.01" insert "and 5747.10" 4
After line 1075, insert: 5
"Sec. 5747.10. (A) As used in this section: 6
(1) "Audited partnership" neans a partnership subject to an 7
exam nation by the internal revenue service pursuant to subchapter 8
C, chapter 63, subtitle F of the Internal Revenue Code resulting 9
in a federal adjustnent. 10
(2)(a) "Direct investor" neans a partner or other investor 11
that holds a direct interest in a pass-through entity. 12
(b) "Indirect investor" means a partner or other investor 13
that holds an interest in a pass-through entity that itself holds 14
an interest, directly or through another indirect partner or other 15
i nvestor, in a pass-through entity. 16
(3) "Exenpt partner" neans a partner that is neither a 17
pass-through entity nor a person subject to the tax inposed by 18
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section 5747.02 of the Revi sed Code.

(4) "Federal adjustnent" neans a change to an item or anount
required to be determined under the Internal Revenue Code that
directly or indirectly affects a taxpayer's aggregate tax
liability under section 5747.02 or Chapter 5748. of the Revised
Code and that results froman action or exam nation by the
internal revenue service, or fromthe filing of an anmended federa
tax return, a claimfor a federal tax refund, or an adm nistrative
adj ustment request filed by a partnership under section 6227 of

the I nternal Revenue Code.

(5) "Federal adjustnents return" means the form or other
docunent prescribed by the tax conm ssioner for use by a taxpayer

in reporting final federal adjustments.

(6) "State partnership representative" nmeans either of the

fol | owi ng:

(a) The person who served as the partnership's representative
for federal income tax purposes, pursuant to section 6223(a) of
the Internal Revenue Code, during the correspondi ng federa

partnership audit;

(b) The person designated, on a form prescribed by the tax
comri ssioner, to serve as the partnership's representative during
the state partnership audit. The conm ssioner may establish
reasonabl e qualifications and procedures for a person to be
designated as a state partnership representative under this
di vi si on.

(7) A federal adjustnent is "final" or "agreed to or finally
determ ned for federal income tax purposes” on any of the

foll ow ng:

(a) The day after which the period for appeal of a federal
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assessnent has expired;

(b) The date on a refund check issued by the internal revenue

service; or

(c) For agreenments required to be signed by the internal
revenue service and the taxpayer or audited partnership, the date

on which the |last party signed the agreenent.

(B)(1) If any of the facts, figures, conputations, or
attachnments required in a taxpayer's annual return to deternine
the tax charged by this chapter or Chapter 5748. of the Revised
Code nust be altered as the result of a final federal adjustnent,
and the federal adjustnent is not required to be reported under
division (C) of this section, the taxpayer shall file an amended
return with the tax conm ssioner in such formas the commi ssioner
requires. The anmended return shall be filed not later than ninety
days after the federal adjustnent has been agreed to or finally

determ ned for federal incone tax purposes.

(2) "One hundred eighty" shall be substituted for "ninety"” in

divisions (BY(1) and (E)(1) of this section if, for any taxable

vear, the final federal adjustnent results fromtaxes paid by the

t axpayer on an amount described in division (A)(34) of section
5747. 01 of the Revi sed Code.

(O Except for adjustnents required to be reported for
federal purposes pursuant to section 6225(a)(2) of the Internal
Revenue Code and adjustnents that are taken into account on a
federal anended return or simlar report filed pursuant to section
6225(c)(2) of the Internal Revenue Code, partnerships and partners
shall report final federal adjustnments and nake paynents as

requi red under division (C of this section.

(1) Wth respect to an action required or permtted to be
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taken by a partnership under this section, and any petition for
reassessnent or appeal to the board of tax appeals or any court
with respect to such an action, the state partnership
representati ve shall have the sole authority to act on behal f of
the audited partnership, and the partnership's direct and indirect

i nvestors shall be bound by those actions.

(2) Unless an audited partnership makes the el ection under

division (C(3) of this section:

(a) The audited partnership, through its state partnership
representative, shall do all of the following within ninety days

after the federal adjustnment is final:

(i) File a federal adjustnments return with the tax
conm ssioner, including a copy of the notifications provided under
division (Q(2)(a)(ii) of this section

(ii) Notify each of its direct investors, on a form
prescribed by the commissioner, of the investor's distributive

share of the final federal adjustnents;

(iii) File an amended tax return on behalf of its nonresident
direct investors and pay any additional tax that would have been
due under sections 5733.41 and 5747.41, or division (D) of section
5747.08, of the Revised Code with respect to those direct
i nvestors had the final federal adjustnents been reported properly

on the original filing.

(b) Each direct investor that is subject to the tax inposed
by section 5747.02 of the Revised Code shall file an original or
amended tax return to include the investor's distributive share of
the adjustnents reported to the direct investor under division
(O(2)(a) of this section, and pay any additional tax due, within

ninety days after the audited partnership files its federal

Page 4

77
78
79
80
81
82

83
84

85
86
87

88
89
90

91
92
93

94
95
96
97
98
99

100
101
102
103
104
105

133HB18-1434X2/BJD



AM1434X2

adjustnments return with the conm ssi oner.

(c)(i) Each direct and indirect investor of an audited
partnership that is a pass-through entity and all investors in
such a pass-through entity that are subject to the filing and
paynment requirenments of Chapters 5733. and 5747. of the Revised
Code are subject to the reporting and paynment requirenments of
division (C(2) or, upon a tinely election, division (C(3) of

this section.

(ii) Such direct and indirect investors shall nake the
required returns and paynments within ninety days after the
deadline for filing and furnishing statenments under section
6226(b) (4) of the Internal Revenue Code and applicable treasury

regul ati ons.

(3) If an audited partnership nmakes the el ection under this
di vision, the audited partnership, through its state partnership
representative, shall do all of the following within ninety days

after all federal adjustnents are final

(a) File a federal adjustnents return with the tax
commi ssi oner indicating the partnership has nade the el ection

under division (C)(3) of this section;

(b) Pay the anpunt of conbined additional tax due under
division (D)(2) of this section, calculated by multiplying the
hi ghest rate of tax set forth in section 5747.02 of the Revised
Code by the sum of the follow ng

(i) The distributive shares of the final federal adjustnments

that are allocable or apportionable to this state of each investor

who is a nonresident taxpayer or pass-through entity;

(ii) The distributive share of the final federal adjustnents

for each investor who is a resident taxpayer.
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(c) Notify each of its direct investors, on a form prescribed
by the comm ssioner, of the investor's distributive share of the
final federal adjustments and the anmount paid on their behalf

pursuant to division (C(3)(b) of this section

(4)(a) A direct investor of an audited partnership is not
required to file an anended return or pay tax otherw se due under
section 5747.02 of the Revised Code if the audited partnership
properly reports and pays the tax under division (C(3) of this

secti on.

(b)(i) Nothing in division (C) of this section precludes a
direct or indirect investor in the audited partnership fromfiling
areturn to report the investor's share of the final federa
adj ustments. Such an investor who files a return and reports the
income related to the final federal adjustnents is entitled to a
refundabl e credit for taxes paid by the audited partnership under
division (Q(3)(b) of this section. The credit shall be conputed
and clained in the sane manner as the credit allowed under
division (1) of section 5747.08 of the Revi sed Code.

(ii) Notwi thstanding division (C(4)(b)(i) of this section,
an exenpt partner, whether a direct or indirect investor, may file
an application for refund of its proportionate share of the
anounts erroneously paid by the audited partnership pursuant to

division (Q(3)(b) of this section on the exenpt partner's behalf.

(5) Upon request by an audited partnership, the tax
conmmi ssioner may agree, in witing, to allow an alternative nethod
of reporting and paynment than required by divisions division
(O (2) or (3) of this section. The request must be subnmitted to
the comm ssioner in witing before the applicable deadline for
filing a return under division (C(2)(a) or (3) of this section

The conmi ssioner's decision on whether to enter into an agreenent
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under this division is not subject to further administrative

revi ew or appeal

(6) Nothing in division (C) of this section precludes either

of the follow ng:

(a) A resident taxpayer fromfiling a return to claimthe

credit under division (B) of section 5747.05 or division (D)(2) of
section 5747.02 of the Revised Code based upon any anounts paid by

the audited partnership on such investor's behalf to another

state.

(b) The tax comnmi ssioner fromissuing an assessnment under

this chapter against any direct or indirect investor for taxes due

fromthe investor if an audited partnership, or direct and

indirect investor of an audited partnership that is a pass-through

entity, fails to tinely file any return or remt any paynent
required by this section or underreports inconme or underpays tax

on behal f of an indirect investor who is a resident taxpayer.

(D) In the case of an underpaynent, and unl ess ot herwi se

agreed to in witing by the tax conm ssi oner:

(1) The taxpayer's anended return shall be acconpani ed by
paynment of any conbi ned additional tax due together with interest
thereon. An anended return required by this section is a return
subj ect to assessment under section 5747.13 of the Revised Code
for the purpose of assessing any additional tax due under this
section, together with any applicable penalty and interest. It
shall not reopen those facts, figures, conputations, or
attachnments froma previously filed return no | onger subject to
assessment that are not affected, either directly or indirectly,
by the final federal adjustment to the taxpayer's federal incomne

tax return.

(2) The audited partnership's federal adjustnents return
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shal | be acconpani ed by paynment of any conbi ned additional tax due
together with interest thereon. The federal adjustnents return
required by this section is a return subject to assessment under
section 5747.13 of the Revised Code for the purpose of assessing
any additional tax due under this section, together with any
applicable penalty and interest. It shall not reopen those facts,
figures, conputations, or attachnments froma previously filed
return no | onger subject to assessnent that are not affected,

either directly or indirectly, by the final federal adjustnent.

(3) The tax comnmi ssioner nmay accept estinmated paynents of the
tax arising from pending federal adjustnments before the date for
filing a federal adjustnments return. The conm ssioner may adopt

rules for the paynent of such estimated taxes.

(E) In the case of an overpaynment, and unl ess ot herw se

agreed to in witing by the tax conm ssioner:

(1) A taxpayer may file an application for refund under this
di vision within the ninety-day period prescribed for filing the
amended return even if it is filed beyond the period prescribed in
section 5747.11 of the Revised Code if it otherw se conforns to
the requirenents of such section. An application filed under this
division shall claimrefund of overpaynents resulting from
alterations to only those facts, figures, conputations, or
attachnments required in the taxpayer's annual return that are
affected, either directly or indirectly, by the final federal
adjustnent to the taxpayer's federal income tax return unless it
is also filed within the tine prescribed in section 5747.11 of the
Revi sed Code. It shall not reopen those facts, figures,
conputations, or attachnments that are not affected, either
directly or indirectly, by the adjustnment to the taxpayer's

federal inconme tax return
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(2) (a) Except as otherw se provided in division (E)(2)(b) of
this section, an audited partnership may file an application for a
refund under this division within the ninety-day period prescribed
for filing the federal adjustnments return, even if it is filed
beyond the period prescribed by section 5747.11 of the Revised
Code, if it otherwise conforns to the requirenents of that
section. An application filed under this division may claima
refund of overpaynents resulting only fromfinal federa
adjustnments unless it is also filed within the tinme prescribed by
section 5747.11 of the Revised Code. It shall not reopen those
facts, figures, conmputations, or attachnents that are not
affected, either directly or indirectly, by the federal

adj ust ment .

(b) An audited partnership may not file an application for
refund under division (E) of this section based on final federa
adj ust ments described in section 6225(a)(2) of the Interna

Revenue Code.

(3) Any refund granted to a pass-through entity filing an
application for refund under division (E) of this section shall be
reduced by anounts previously clainmed as a credit under section
5747.059 or division (lI) of section 5747.08 of the Revised Code by

the pass-through entity's direct or indirect investors.

(F) Excluding the deadline in division (C(2)(c)(ii) of this
section, an audited partnership, or a direct or indirect investor
of an audited partnership that is a pass-through entity, nay
automatically extend the deadline for reporting, paynments, and
refunds under this section by sixty days if the entity has ten
t housand or nore direct investors and notifies the conm ssioner of

such extension, in witing, before the unextended deadline."

In line 1076, delete "section" and insert "sections"; after
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"5747.01" insert "and 5747.10"

n n

In line 1077, delete "is" and insert "are

In line 1078, delete "section" and insert "sections"; after
"5747.01" insert "and 5747. 10"

In line 1079, delete "ending" and insert "beginning"; delete

t he second "t he"

In line 1080, delete "effective date of this section" and

insert "January 1, 2019"; after i nsert:

"Notwi thstanding the tinme linmt prescribed in section 5747.11
of the Revised Code, any taxpayer whose federal incone tax return
or liability was altered for a taxabl e year begi nning before
January 1, 2019, because the taxpayer paid federal inconme tax on
an anmount described in division (A)(34) of section 5747.01 of the
Revi sed Code nay file a refund application with the Tax
Conmi ssi oner, pursuant to section 5747.11 of the Revised Code, on
or before Decenber 31, 2020. The application for refund shall not
reopen those facts, figures, conputations, or attachnments that are
not affected, either directly or indirectly, by the adjustnment to

the taxpayer's federal inconme tax return or liability."

Del ete lines 1081 through 1111

The motion was agreed to.
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