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Chairman Roemer, Vice Chair Thomas, Ranking Member Troy, and members of the House Ways and 
Means Committee, thank you for the opportunity to provide testimony in support of House Bill 756. 

My name is Dave Supelak. I am a Certified Public Accountant with a master’s degree in taxation and hold 
a position as Tax Principal with Clifton Larson Allen LLP. I support tax advocacy efforts for the Greater 
Akron Chamber and Canton Regional Chamber as a member of the Akron Canton Advocacy Alliance 
(ACAA) and testify today on behalf of the ACAA. I would also like to thank Representatives Daniels and 
Thomas for their leadership in connection with House Bill 756.  

For more than 30 years, I have provided tax advisory and compliance services to small and medium-
sized businesses throughout Ohio and other states, including manufacturers, technology and 
professional service firms among others, and of differing entities but primarily closely held pass-through 
entities. A piece of my practice includes advising clients on the application of federal and state credits 
including the research and development (R&D) tax credit which includes the Ohio credit under current 
law. 

From a technical tax perspective, House Bill 756 addresses a fundamental tax inefficiency in Ohio’s R&D 
credit regime that developed because of recent changes over time to the Commercial Activity Tax (CAT). 

Under current law, Ohio’s R&D credit is a nonrefundable credit equal to 7% of the excess of current-year 
qualified research expenses (QREs) over a three-year base period, and it may be applied only against the 
CAT liability, with a seven-year carryforward. However, due to the gradual increase over time in the CAT 
exclusion threshold to $6 million, Ohio businesses, particularly small and medium-sized businesses no 
longer generate sufficient CAT liability to utilize the R&D credit in a meaningful way. 

In practice, this creates an irregular or distorted scenario between where R&D activity occurs and where 
tax liability exists. Many of my clients operate as pass-through entities (S corporations or partnerships), 
where the economic burden of taxation ultimately resides at the individual income tax level, not at the 
entity-level or CAT base. As a result, when a taxpayer generates substantial QREs that fully satisfy 
Internal Revenue Code (IRC) §41 R&D criteria and Ohio conformity standards, the state-level incentive 
cannot be effectively monetized. 

From a tax policy standpoint, this significantly impairs the incentive effect of the credit. 

House Bill 756 corrects the scenario by allowing the credit to be applied against aggregate income tax 
liability, thereby aligning the credit with the tax base that most directly reflects business profitability and 
reinvestment capacity. This alignment is critical for several technical reasons: 

1. Improved Credit Utilization and Efficiency 

Nonrefundable credits limited to a tax base with minimal liability result in underutilization. Allowing the 
credit to offset income tax liability increases the probability QRE-generated credits will be realized 



within the statutory carryforward period, improving the efficiency of the incentive without changing the 
credit rate or base calculation currently. 

2. Improved Integration with Federal Tax Framework (IRC §41) 

Ohio already conforms to federal definitions of QREs under Internal Revenue Code Section 41 for R&D. 
At the federal level, the R&D credit is applied against income tax liability, which more accurately aligns 
economic income derived from innovation activities. Extending Ohio’s credit to the income tax creates 
consistency between federal and state treatment, simplifying compliance. 

3. Improved alignment with Pass-Through Entity Taxation 

Many small and medium-sized businesses representing my client base operate as pass-through entities. 
These businesses incur R&D expenditures at the entity level but pay tax at the owner level under Ohio’s 
individual income tax regime. Under current law, the inability to apply credits at the income tax level 
disconnects the incentive from the taxpayer bearing the economic burden. House Bill 756 restores 
connectivity and efficiency. 

4. Improved tax planning and incentive scenario  

When credits cannot be utilized, taxpayers do not increase the various activities of the credit outcome 
and herein R&D investment activity—they simply disregard the credit. In some cases, this forces 
unnecessary tax restructuring or results in abandoned credit carryforwards. Enabling application against 
income tax reduces this irregularity and improves decision-making based on underlying economic 
activity rather than tax limitations. 

5. Improved competitiveness relative to other States 

Many states allow R&D credits to offset income-based taxes and, in some cases, permit refundability or 
transferability. Ohio’s current CAT-only structure places it at a competitive disadvantage in location and 
expansion decisions for R&D-intensive operations. Aligning credit with income tax improves Ohio’s 
relative position without expanding the credit’s scope currently. 

Importantly, House Bill 756 does not alter the core mechanics of the credit—such as the 7% rate, 
incremental structure, or non-refundable nature. Instead, it improves the functional applicability of an 
existing incentive. This makes it a targeted, technically sound policy adjustment rather than a broad-
based expansion. 

From my experience, I can say the effectiveness of a tax credit is determined not by its statutory 
existence, but by its realizability against actual tax liability. Under current law, Ohio’s R&D credit too 
often fails that test. House Bill 756 corrects that deficiency in a manner both practical and consistent 
with sound tax policy principles. 

For these reasons, I strongly encourage the Committee to support House Bill 756. 

Thank you for your time and consideration. I would be pleased to answer any questions. 


