As Reported by the House Ways and Means Committee

134th General Assembly
Regular Session Sub. S. B. No. 33

2021-2022
Senators Hottinger, Brenner

Cosponsors: Senators Wilson, Lang, Roegner, Yuko, Fedor, Dolan, Antonio,
Cirino, Craig, Gavarone, Hackett, Hicks-Hudson, Huffman, S., Johnson, Maharath,
Manning, Martin, Peterson, Reineke, Romanchuk, Rulli, Sykes, Thomas
Representatives Merrin, Young, T.

A BILL

To amend sections 3735.65, 3735.66, 3735.0671,
3735.672, 3735.673, 3735.68, 3735.69, 5709.631,
5709.82, 5709.85, 5747.01, 5747.10, and 5747.70
of the Revised Code to modify the law governing
community reinvestment areas and to expand the
income tax deduction allowed for contributions
to Ohio's 529 education savings plans to include
contributions to 529 plans established by other

states.

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

Section 1. That sections 3735.65, 3735.66, 3735.671,
3735.672, 3735.673, 3735.68, 3735.69, 5709.631, 5709.82,
5709.85, 5747.01, 5747.10, and 5747.70 of the Revised Code be

amended to read as follows:

Sec. 3735.65. As used in sections 3735.65 to 3735.70 of

the Revised Code:

(A) "Housing officer" means an officer or agency of a
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muRrreirpat—corporation—or—eounty—political subdivision designated

by the legislative authority of the—munieipal—eceorporatien—or—
eeurty political subdivision, pursuant to section 3735.66 of the

Revised Code, for each community reinvestment area to administer
sections 3735.65 to 3735.69 of the Revised Code. One officer or
agency may be designated as the housing officer for more than

one community reinvestment area.

(B) "Community reinvestment area" means an area withim—a—

for

subdivision has adopted a resolution under section 3735.66 of

the Revised Code describing the boundaries of the area and
containing a statement of finding that the area included in the
description is one in which housing facilities or structures of
historical significance are located and new housing construction

and repair of existing facilities or structures are discouraged.

(C) "Remodeling" means any change made in a structure for
the purpose of making it structurally more sound, more

habitable, or for the purpose of improving its appearance.

(D) "Structure of historical or architectural

significance" means those designated as such by resolution of

I

H

the legislative authority of a munieipat—corporatieon,—for—t
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subdivision based on age, rarity, architectural quality, or

because of a previous designation by a historical society,

association, or agency.

(E) "Megaproject," "megaproject operator," and

"megaproject supplier" have the same meanings as in section
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122.17 of the Revised Code.

(F) "Political subdivision" means a county, a municipal

corporation, or a limited home rule township.

(G) "lLegislative authority" means a board of county

commissioners of a county, a legislative authority of a

municipal corporation, or a board of trustees of a limited home

rule township.

(H) "Limited home rule township" means a township that has

adopted a limited home rule government under Chapter 504. of the

Revised Code.

Sec. 3735.66. The legislative awtherities—authority of

muRTeipat—corporations—anpd—counties—a political subdivision may

survey the housing within £heir—Surisdietiens—the municipal

corporation in the case of a municipal corporation, the

unincorporated area of the township in the case of a limited

home rule township, and+—=after— the unincorporated area of the

county in the case of a county. After the survey, the

legislative authority may adopt resetuwtiens—a resolution

describing the boundaries of community reinvestment areas which
contain the conditions required for the finding under division
(B) of section 3735.65 of the Revised Code. The findings
resulting from the survey shall be incorporated in the
resolution describing the boundaries of an area. The legislative
authority may stipulate in the resolution that only new
structures or remodeling classified as to use as commercial,
industrial, or residential, or some combination thereof, and
otherwise satisfying the requirements of section 3735.67 of the
Revised Code are eligible for exemption from taxation under that
section. If the resolution does not include such a stipulation,

all new structures and remodeling satisfying the requirements of
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section 3735.67 of the Revised Code are eligible for exemption
from taxation regardless of classification. Whether or not the
resolution includes such a stipulation, the classification of
the structures or remodeling eligible for exemption in the area
shall at all times be consistent with zoning restrictions
applicable to the area. For the purposes of sections 3735.65 to
3735.70 of the Revised Code, whether a structure or remodeling
composed of multiple units is classified as commercial or
residential shall be determined by resolution or ordinance of
the legislative authority or, in the absence of such a
determination, by the classification of the use of the structure

or remodeling under the applicable zoning regulations.

If construction or remodeling classified as residential is
eligible for exemption from taxation, the resolution shall
specify a percentage, not to exceed one hundred per cent, of the
assessed valuation of such property to be exempted. The
percentage specified shall apply to all residential construction

or remodeling for which exemption is granted.

Territory of a community reinvestment area designated by a

municipal corporation shall include only territory of the

municipal corporation. Territory of an area designated by a

limited home rule township shall include only unincorporated

territory of the township that is not already included in an

area designated by a county. Territory of an area designated by

a county shall include only unincorporated territory of the

county that is not already included in an area designated by a

limited home rule township.

Upon the adoption of the resolution, the legislative

authority shall send, by certified mail, one copy of the

resolution and a map of the community reinvestment area in
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sufficient detail to denote the specific boundaries of the area,

to the director of development.

The resolution adopted pursuant to this section shall be

published in a newspaper of general circulation in the murieipat—

f—he—eourtEyr—political

subdivision that adopted the resolution once a week for two

consecutive weeks or as provided in section 7.16 of the Revised

Code, immediately following its adoption.

Each legislative authority adopting a resolution pursuant

to this section shall designate a housing officer. Fa—additiens
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assigr—assigns to each community reinvestment area a unique
designation by which the area shall be identified for purposes

of sections 3735.65 to 3735.70 of the Revised Code.

Sec. 3735.671. (A) If construction or remodeling of
commercial or industrial property is to be exempted from
taxation pursuant to section 3735.67 of the Revised Code, the
legislative authority and the owner of the property, prior to
the commencement of construction or remodeling, shall enter into
a written agreement, binding on both parties for a period of
time that does not end prior to the end of the period of the
exemption, that includes all of the information and statements
preseribed—by—described in divisions (B) (1) to (8) of this
section. Agreements may include terms not preseribedly—this—

seetiendescribed in those divisions or otherwise prescribed by

the model agreement adopted by the director of development under

division (B) of this section, but such terms shall in no way

derogate from the information and statements preseribedlby—

described in divisions (B) (1) to (8) of this section.

(1) Except as otherwise provided in division (A) (2) or (3)
of this section, an agreement entered into under this section
shall not be approved by the legislative authority unless the
board of education of the city, local, or exempted village
school district within the territory of which the property is or

will be located approves the agreement. For the purpose of
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obtaining such approval, the legislative authority shall certify
a copy of the agreement to the board of education not later than
forty-five days prior to approving the agreement, excluding
Saturday, Sunday, and a legal holiday as defined in section 1.14
of the Revised Code. The board of education, by resolution
adopted by a majority of the board, shall approve or disapprove
the agreement and certify a copy of the resolution to the
legislative authority not later than fourteen days prior to the
date stipulated by the legislative authority as the date upon
which approval of the agreement is to be formally considered by
the legislative authority. The board of education may include in
the resolution conditions under which the board would approve
the agreement. The legislative authority may approve an
agreement at any time after the board of education certifies its
resolution approving the agreement to the legislative authority,
or, if the board approves the agreement conditionally, at any
time after the conditions are agreed to by the board and the

legislative authority.

(2) Approval of an agreement by the board of education is
not required under division (A) (1) of this section if, for each
tax year the real property is exempted from taxation, the sum of
the following quantities, as estimated at or prior to the time
the agreement is formally approved by the legislative authority,

equals or exceeds £ifty—twenty-five per cent of the amount of

taxes, as estimated at or prior to that time, that would have
been charged and payable that year upon the real property had

that property not been exempted from taxation:

(a) The amount of taxes charged and payable on any portion
of the assessed valuation of the new structure or of the
increased assessed valuation of an existing structure after

remodeling began that will not be exempted from taxation under
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the agreement; 199

(b) The amount of taxes charged and payable on tangible 200
personal property located on the premises of the new structure 201
or of the structure to be remodeled under the agreement, whether 202
payable by the owner of the structure or by a related member, as 203
defined in section 5733.042 of the Revised Code without regard 204
to division (B) of that section. 205

(c) The amount of any cash payment by the owner of the new 206
structure or structure to be remodeled to the school district, 207
the dollar value, as mutually agreed to by the owner and the 208
board of education, of any property or services provided by the 209
owner of the property to the school district, whether by gift, 210
loan, or otherwise, and any payment by the legislative authority 211
to the school district pursuant to section 5709.82 of the 212
Revised Code. 213

The estimates of quantities used for purposes of division 214
(A) (2) of this section shall be estimated by the legislative 215
authority. The legislative authority shall certify to the board 216
of education that the estimates have been made in good faith. 217
Departures of the actual quantities from the estimates 218
subsequent to approval of the agreement by the board of 219
education do not invalidate the agreement. 220

(3) If a board of education has adopted a resolution 221
waiving its right to approve agreements and the resolution 222
remains in effect, approval of an agreement by the board is not 223
required under £his—division_(A) (1) of this section. If a board 224
of education has adopted a resolution allowing a legislative 225
authority to deliver the notice required under this division 226
fewer than forty-five business days prior to the legislative 227

authority's execution of the agreement, the legislative 228
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authority shall deliver the notice to the board not later than
the number of days prior to such execution as prescribed by the
board in its resolution. If a board of education adopts a
resolution waiving its right to approve agreements or shortening
the notification period, the board shall certify a copy of the
resolution to the legislative authority. If the board of
education rescinds such a resolution, it shall certify notice of

the rescission to the legislative authority.

(4) If the owner of the property or the legislative
authority agree to make any payment to the school district as
described in division (A) (2) (c) of this section, the owner or
legislative authority shall agree to make payments to the joint
vocational school district within which the property is located
at the same rate or amount and under the same terms received by
the city,

local, or exempted village school district.

(B) Baeh—agreement—shall inelude—+thefollowing—
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Sub. S. B. No. 33
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-+ +—The director of development shall adopt rules in

accordance with Chapter 119. of the Revised Code prescribing the

form of a model agreement that a legislative authority may, in

its discretion, use as the basis for an agreement to be executed

under this section. The model agreement may include any term

necessary for the administration and enforcement of such

agreements by the director and legislative authority, but must

include all of the following:

(1) A space to include the description of real property to

be exempted from taxation under the agreement and to identify

the property's owners;

(2) A space to denote the percentage of the assessed

valuation of real property exempted from taxation and the period

for which the exemption is granted;

(3) A statement requiring the owner to pay real property

taxes not exempted under the agreement, as required by law, and

requiring rescission of the agreement if the owner fails to pay

those taxes beginning in and after the year any such taxes are

charged;

(4) A statement that the owner certifies, at the time the

agreement is executed, that the owner does not owe any

delinguent property taxes or taxes for which the owner is liable

under Chapter 5735., 5739., 5741., 5743., 5747., or 5753. of the

Revised Code, or, if such delingquent taxes are owed, that the

owner is paving the delinguent taxes pursuant to an undertaking

enforceable by the state or an agent or instrumentality thereof,

has filed a petition in bankruptcy, or has had a bankruptcy

petition filed against the owner;
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(5) A statement requiring the owner to provide to the

property tax incentive review council any information reasonably

required by the council to evaluate the applicant's compliance

with the agreement;

(6) A statement that the agreement is not transferable or

assignable without the approval of the local authority;

(7) A statement describing the circumstances under which

an agreement may be revoked by the local authority for

noncompliance and the manner by which already-received benefits

may be recovered;

(8) A statement requiring the owner to provide an estimate

of the following for each agreement:

(a) The number of employment opportunities created due to

the remodeling or construction, as well as the payroll

attributable to those opportunities;

(b) The number of employment opportunities retained due to

the remodeling or construction, as well as the payroll

attributable to those opportunities.

Once the director adopts rules prescribing a model

agreement under this division, the model agreement may not be

changed unless the director adopts, amends, or rescinds those

rules in accordance with Chapter 119. of the Revised Code.

(C) If any person that is party to an agreement granting
an exemption from taxation discontinues operations at the
structure to which that exemption applies prior to the
expiration of the term of the agreement, that person, any
successor to that person, and any related member shall not enter
into an agreement under this section or section 5709.62,

5709.63, or 5709.632 of the Revised Code, and no legislative
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authority shall enter into such an agreement with such a person,
successor, or related membery prior to the expiration of fise—

three years after the person's discontinuation of operations. As
used in this division, "successor" means a person to which the
assets or equity of another person has been transferred, which
transfer resulted in the full or partial nonrecognition of gain
or loss,

or resulted in a carryover basis, both as determined by

rule adopted by the tax commissioner. "Related member" has the
same meaning as defined in section 5733.042 of the Revised Code

without regard to division (B) of that section.

The director of development serwiees—shall review all

agreements submitted to the director uwrder—division—{F)r—ef—this

seetteon—under section 3735.672 of the Revised Code for the

purpose of enforcing this division. If the director determines

there has been a violation of this division, the director shall
notify the legislative authority of such violation, and the
legislative authority immediately shall revoke the exemption

granted under the agreement.

ESNEVS I ENE | PN £ 1 o Mmoot N PNIEEEYENDE SN £ A zeal oo o b
TOTrwaora o COpPy T C1Iit ogrcemcrc co o O rcCToOT T O CTOPICTITC
exza oo EEE S SN RN = i = = PN | 7 o 1 ore mant o PENE SN |

ST CS—wICcirIit T cCcCIT Oaoyo orcoct ot agroctmeitc 5 TTcCTCtT

Sec. 3735.672. (A) On or before the thirty-first day of

March each year, a legislative authority that has entered into

an agreement with a party under section 3735.671 of the Revised

Code shall submit to the director of development sersyices—and—

N 1 N £ A PR £ I, 1Y b I [ P S £ ool s 1
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a¥t—a report on all such agreements in effect
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during the preceding calendar year. The report shall include the

following—irfermation:

=1 a2 = £
T orrcCToTrT—OT

(1) The dcoJI_\J“atJ._uu, aooJ‘.\jucd

devetlopment—services;—eof—eaeh—total number of community
reinvestment area—withim—areas designated by the—murieipai—

eorporatieon—or—eeounty political subdivision, and the total

population of each area according to the most recent data

available;

(2) The total number of agreements—and—theraumber—ofFfull—

o bl 1= £+ + 1 + —_— :
trme—emproyees—subiect—to—those—agreements—within each area;—
ol PEPPENEVOA IS I NPV = 1 PN ESSNE VNP MPNE NS SR N = sz 1 =11 Ad Aot o o a
Feh—aceording—to—themost—recent—data—avartabt aa—identified
= + PN 1 2 = = = =l 3 =l + 4 1 al =
aTTar o uC\j\JJ_J_ A=aw L}_Y CIT C/LbltJJ_\JbJJ_ LT TT™ o CATTUT 10 TITTOTO S CT1L I TT A=A A A=y aTTcr
=1 + £ 1 4 4 + 1 3 4 | = +
CITC LT CT A ULJCLLIPJ_UXJHCLLL, LTTT CITC JlluLLJ_\_/J_tJ(:LJ_ \_,UJ_tJUJ_O.L,J_UJ.J A O aTT L,y
3 oo I 3 1 o £ 1 3 1
LIT wWITICTIT CI aLrTT™ - LT O TTOTCTT [ S - \=jeawrny DA O LTTTCT I aLrT™ WS

eertified;

(3) The number of agreements approved and executed during
the calendar year for which the report is submitted, the total
number of agreements in effect on the thirty-first day of
December of the preceding calendar year, the number of
agreements that expired during the calendar year for which the
report is submitted, and the number of agreements scheduled to
expire during the calendar year in which the report is
submitted. For each agreement that expired during the calendar
year for which the report is submitted, the legislative
authority shall include the amount of taxes exempted under the

agreement.

(4) Thenumberof agreements receiving compliance reviews—
4 ] . . . L ] DU .
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changes to zoning restrictions in any part of a community

reinvestment area, including a map of the area indicating the

new zoning restrictions in the area;

(6) A copy of any agreement approved and executed or

amended during the calendar year for which the report is

submitted.

(B) Upon the failure of a LLLLALJJ‘_\,J‘_PG\.l puJ_tJuJ_atJ._uu (O \.,uuut_y

political subdivision to comply with division (A) of this

section:

(1) Beginning on the first day of April of the calendar

year in which the mupieipal—corporagtionr—or—courty—political
subdivision fails to comply with that division, the munieipal—

eorporatieon—or—eounty—political subdivision shall not enter into

any agreements under section 3735.671 of the Revised Code until

the mupieipal—corporation—or—ecounty—political subdivision has

complied with division (A) of this section.

(2) On the first day of each ensuing calendar month until

the murieipal—eorporationreor—eountypolitical subdivision

complies with that division, the director of development

serviees—shall either order the proper county auditor to deduct

from the next succeeding payment of taxes to the mupieipait—

tieom—eor—eognty—political subdivision under section

(]

EVE NN
OoTrpoT

w

21.31, 321.32, 321.33, or 321.34 of the Revised Code an amount
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equal to five hundred dollars for each calendar month the

murtetpat—eorporationr—or—eounty—political subdivision fails to

comply with that division, or order the county auditor to deduct

such an amount from the next succeeding payment to the mupieipat—

corporationr——or—eounty—political subdivision from the undivided

local government fund under section 5747.51 of the Revised Code.

At the time such a payment is made, the county auditor shall
comply with the director's order by issuing a warrant, drawn on
the fund from which such money would have been paid, to the

director of development—serwiees, who shall deposit the warrant

into the state—ecemmunity reinvestment areaprogram—

agmiatstEratieon—tax incentives operating fund created in—division

e, £—+his—Dpby section_122.174 of the Revised Code.

Rewvrised—Ecoede-The department of development shall publish on its

web site a list of all community reinvestment areas within the

state, with an accompanvying display of their geographical

boundaries within each political subdivision. The list shall

also include, for each community reinvestment area, a copy of
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the resolution governing that area and any agreement entered

into under section 3735.671 of the Revised Code for anvy

commercial or industrial property within the area. This list

shall be updated annually.

Sec. 3735.673. If a person operating in a eewmty—or—
mugrteipatl—ecorporation—dn—+thisstate—political subdivision

intends to relocate or relocates part or all of its operations

pam s I R 1 - I, 2 i N PR

political subdivision and has entered into or intends to enter

into an agreement under section 3735.671 of the Revised Code

with that eeuvntyer munieipal—eeorporatienpolitical subdivision,
the legislative authority er—am—efficer—of the eountyor—

furretpat—eorporation—political subdivision to which that person

intends to relocate or relocates shall serve the legislative

authority of the \,uuut_y \ LLlullJ‘_L/J._tJGLl \,uJ_qu_atJl_uu subdivision

from which that person intends to relocate or relocates with
notice of the person's intention to relocate, accompanied by a
copy of the agreement to be entered into or entered into
pursuant to section 3735.671 of the Revised Code and a statement
of the person's reasons for relocation. The legislative
authority er—effieer—also shall serve such notice on the
director of development. In both cases, service shall be by
personal service or certified mail, return receipt requested,
not later than thirty days prior to the day of the first public

meeting at which the agreement is deliberated by the legislative

authority of the \_,uuuty (O lLlullJ‘_\./J._t/GLl \_,UJ_PUJ_CLtJ._ULL Qolltlcal

subdivision to which the person intends to relocate or

relocates. With the approval of the director of development,
service shall be not later than fifteen days prior to the day of
the first public meeting of the legislative authority at which

the agreement is deliberated. The legislative authority e¥—
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effieer—required to serve notice shall seek such approval by
applying to the director at the earliest possible time prior to
that meeting. The director may approve the later service if the
director determines that earlier notice is not possible or would
be likely to jeopardize realization of the project. If approval
for a later notice is applied for, the legislative authority er—
offieer—need not serve notice to the director as otherwise

required by this section.

If the legislative authority er—effieer—required to serve
such notice fails to do so as prescribed by this section, the
legislative authority shall not enter into an agreement under

that section with that person.

This section applies only to relocations of operations
that result or would result in the reduction of employment or
the cessation of operations at a place of business in this

state.

Sec. 3735.68. The housing officer shall make annual
inspections of the properties within the community reinvestment
area upon which are located structures or remodeling for which
an exemption has been granted under section 3735.67 of the
Revised Code. If the housing officer finds that the property has
not been properly maintained or repaired due to the neglect of
the owner, the housing officer may revoke the exemption at any
time after the first year of exemption. If the owner of
commercial or industrial property exempted from taxation under
section 3735.67 of the Revised Code has materially failed to
fulfill its obligations under the written agreement entered into
under section 3735.671 of the Revised Code, or if the owner is
determined to have violated division #53—(C) of that section,

the legislative authority, subject to the terms of the
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agreement, may revoke the exemption at any time after the first
year of exemption. The housing officer or legislative authority
shall notify the county auditor and the owner of the property
that the tax exemption no longer applies. If the housing officer
or legislative authority revokes a tax exemption, the housing
officer shall send a report of the revocation to the community
reinvestment area housing council and to the tax incentive
review council established pursuant to section 3735.69 or
5709.85 of the Revised Code, containing a statement of the
findings as to the maintenance and repair of the property,
failure to fulfill obligations under the written agreement, or
violation of division #)—(C) of section 3735.671 of the Revised

Code, and the reason for revoking the exemption.

If the agreement entered into under section 3735.671 of

the Revised Code so provides, the legislative authority of a

mugrteipatl—ecorporatieonr——or—eeounty—political subdivision may

require the owner of property whose exemption has been revoked

to reimburse the taxing authorities within whose taxing
jurisdiction the exempted property is located for the amount of
real property taxes that would have been payable to those

authorities had the property not been exempted from taxation.

Sec. 3735.69. (A) A community reinvestment area housing
council shall be appointed for each community reinvestment

area—, as follows:

(1) When the area iS lupatcd VVJ._tth_u o desiqnated bv a

municipal corporation, the council shall be composed of two
members appointed by the mayor of the municipal corporation, two
members appointed by the legislative authority of the municipal
corporation, and one member appointed by the planning commission

of the municipal corporation. The majority of the foregoing
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members shall then appoint two additional members who shall be

residents of the—pelitieal——subdivisien municipal corporation.

Wher—

(2) When the area is designated by a limited home rule

township, the council shall be composed of two members appointed

by the board of trustees of the township, one member appointed

by the township law director, one member appointed by the

township zoning commission or, if the township has not

established such a commission, the county planning commission,

and one member appointed by the board of county commissioners of

the county where the area is located.

f32 Whel’l the area iS lu\_/oltcd vVJ._thJ._LL TIIT uLJJ._LL\_/\JJ_bJUJ_GLth o

ef—designated by a county, the council shall be composed of one

member appointed by each member of the board of county
commissioners of the county where the area is located and two
members appointed by the county planning commission. The

majority of the foregoing members shall then appoint two

additional members who shall be residents of the—petitiecat
subdiisien county. Terms of the members of the council shall be

for three years. Ap—

An unexpired term resulting from a vacancy in the council
shall be filled in the same manner as the initial appointment

was made.

The council shall make an annual inspection of the
properties within the community reinvestment area for which an
exemption has been granted under section 3735.67 of the Revised
Code. The council shall also hear appeals under section 3735.70

of the Revised Code.

(B) On or before the thirty-first day of March each year,
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any mupireipat—ecorporation—or—eounty—political subdivision that

has created a community reinvestment area under section 3735.66

of the Revised Code shall submit to the director of development
a status report summarizing the activities and projects for

which an exemption has been granted in that area.

Sec. 5709.631. Each agreement entered into under sections
5709.62, 5709.63, and 5709.632 of the Revised Code on or after
April 1, 1994, shall be in writing and shall include all of the
information and statements prescribed by this section.
Agreements may include terms not prescribed by this section, but
such terms shall in no way derogate from the information and

statements prescribed by this section.

(A) Each agreement shall include the following

information:
(1) The names of all parties to the agreement;

(2) A description of the investments to be made by the
applicant enterprise or by another party at the facility whether
or not the investments are exempted from taxation, including
existing or new building size and cost thereof; the value of
machinery, equipment, furniture, and fixtures, including an
itemization of the value of machinery, equipment, furniture, and
fixtures used at another location in this state prior to the
agreement and relocated or to be relocated from that location to
the facility and the value of machinery, equipment, furniture,
and fixtures at the facility prior to the execution of the
agreement that will not be exempted from taxation; the value of
inventory at the facility, including an itemization of the wvalue
of inventory held at another location in this state prior to the
agreement and relocated or to be relocated from that location to

the facility, and the value of inventory held at the facility
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prior to the execution of the agreement that will not be

exempted from taxation;

(3) The scheduled starting and completion dates of
investments made in building, machinery, equipment, furniture,

fixtures, and inventory;

(4) Estimates of the number of employee positions to be
created each year of the agreement and of the number of employee
positions retained by the applicant enterprise due to the
project, itemized as to the number of full-time, part-time,

permanent, and temporary positions;

(5) Estimates of the dollar amount of payroll attributable
to the positions set forth in division (A) (4) of this section,

similarly itemized;

(6) The number of employee positions, if any, at the
project site and at any other location in the state at the time
the agreement is executed, itemized as to the number of full-

time, part-time, permanent, and temporary positions.

(B) Each agreement shall set forth the following

information and incorporate the following statements:

(1) A description of real property to be exempted from
taxation under the agreement, the percentage of the assessed
valuation of the real property exempted from taxation, and the
period for which the exemption is granted, accompanied by the
statement: "The exemption commences the first year for which the
real property would first be taxable were that property not
exempted from taxation. No exemption shall commence
after .......... (insert date) nor extend beyond ..........
(insert date)." The tax commissioner shall adopt rules

prescribing the form the description of such property shall

Page 27

767
768

769
770
771

772
773
774
775
776

777
778
779

780
781
782
783

784
785

786
787
788
789
790
791
792
793
794
795



Sub. S. B. No. 33
As Reported by the House Ways and Means Committee

assume to ensure that the property to be exempted from taxation
under the agreement is distinguishable from property that is not

to be exempted under that agreement.

(2) A description of tangible personal property to be
exempted from taxation under the agreement, the percentage of
the assessed value of the tangible personal property exempted
from taxation, and the period for which the exemption is
granted, accompanied by the statement: "The minimum investment
for tangible personal property to qualify for the exemption is
1S (insert dollar amount) to purchase machinery and
equipment first used in business at the facility as a result of
the project, $.......... (insert dollar amount) for furniture
and fixtures and other noninventory personal property first used
in business at the facility as a result of the project, and
1S (insert dollar amount) for new inventory. The
maximum investment for tangible personal property to qualify for
the exemption is $.......... (insert dollar amount) to purchase
machinery and equipment first used in business at the facility
as a result of the project, $.......... (insert dollar amount)
for furniture and fixtures and other noninventory personal
property first used in business at the facility as a result of
the project, and $.......... (insert dollar amount) for new
inventory. The exemption commences the first year for which the
tangible personal property would first be taxable were that
property not exempted from taxation. No exemption shall commence
after tax return year .......... (insert year) nor extend beyond
tax return vyear .......... (insert year). In no instance shall
any tangible personal property be exempted from taxation for
more than ten return years unless, under division (D) (2) of
section 5709.62 or under division (C) (1) (b) of section 5709.63

of the Revised Code, the board of education approves exemption
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for a number of years in excess of ten, in which case the
tangible personal property may be exempted from taxation for
that number of years, not to exceed fifteen return years." No
exemption shall be allowed for any type of tangible personal
property if the total investment is less than the minimum dollar
amount specified for that type of property. If, for a type of
tangible personal property, there are no minimum or maximum
investment dollar amounts specified in the statement or the
dollar amounts are designated in the statement as not
applicable, the exemption shall apply to the total cost of that
type of tangible personal property first used in business at the
facility as a result of the project. The tax commissioner shall
adopt rules prescribing the form the description of such
property shall assume to ensure that the property to be exempted
from taxation under the agreement is distinguishable from

property that is not to be exempted under that agreement.

(3) "o, (insert name of enterprise) shall pay such
real and tangible personal property taxes as are not exempted
under this agreement and are charged against such property and
shall file all tax reports and returns as required by law.

s (insert name of enterprise) fails to pay such
taxes or file such returns and reports, all incentives granted
under this agreement are rescinded beginning with the year for
which such taxes are charged or such reports or returns are

required to be filed and thereafter."

(4) "o, (insert name of enterprise) hereby
certifies that at the time this agreement is
executed, .......... (insert name of enterprise) does not owe
any delinquent real or tangible personal property taxes to any
taxing authority of the State of Ohio, and does not owe

delinquent taxes for which .......... (insert name of

Page 29

827
828
829
830
831
832
833
834
835
836
837
838
839
840
841
842

843
844
845
846
847
848
849
850
851

852
853
854
855
856
857



Sub. S. B. No. 33
As Reported by the House Ways and Means Committee

enterprise) is liable under Chapter 5727., 5733., 5735., 5739.,
5741., 5743., 5747., or 5753. of the Revised Code, or, if such
delinquent taxes are owed, .......... (insert name of
enterprise) currently is paying the delinquent taxes pursuant to
a delinquent tax contract enforceable by the State of Ohio or an
agent or instrumentality thereof, has filed a petition in
bankruptcy under 11 U.S.C.A. 101, et seqg., or such a petition
has been filed against .......... (insert name of enterprise).
For the purposes of the certification, delinquent taxes are
taxes that remain unpaid on the latest day prescribed for
payment without penalty under the chapter of the Revised Code

governing payment of those taxes."

(5) "o, (insert name of municipal corporation or
county) shall perform such acts as are reasonably necessary or
appropriate to effect, claim, reserve, and maintain exemptions
from taxation granted under this agreement including, without
limitation, joining in the execution of all documentation and
providing any necessary certificates required in connection with

such exemptions."

(6) "If for any reason the enterprise zone designation
expires, the Director of the Ohio Department of Development
revokes certification of the zone, or .......... (insert name of
municipal corporation or county) revokes the designation of the
zone, entitlements granted under this agreement shall continue
for the number of years specified under this agreement,
unless .v.oveee... (insert name of enterprise) materially fails
to fulfill its obligations under this agreement and ..........
(insert name of municipal corporation or county) terminates or
modifies the exemptions from taxation granted under this

agreement."
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(7) "If ..o (insert name of enterprise) materially
fails to fulfill its obligations under this agreement, other
than with respect to the number of employee positions estimated
to be created or retained under this agreement, or if ..........
(insert name of municipal corporation or county) determines that
the certification as to delinquent taxes required by this
agreement is fraudulent, .......... (insert name of municipal
corporation or county) may terminate or modify the exemptions

from taxation granted under this agreement."

(8) "uvin.. (insert name of enterprise) shall provide
to the proper tax incentive review council any information
reasonably required by the council to evaluate the enterprise's
compliance with the agreement, including returns or annual
reports filed pursuant to section 5711.02 or 5727.08 of the Ohio

Revised Code if requested by the council."

(9) "o, (insert name of enterprise) and ..........
(insert name of municipal corporation or county) acknowledge
that this agreement must be approved by formal action of the
legislative authority of .......... (insert name of municipal
corporation or county) as a condition for the agreement to take

effect. This agreement takes effect upon such approval."

(10) "This agreement is not transferable or assignable
without the express, written approval of .......... (insert name

of municipal corporation or county)."

(11) "Exemptions from taxation granted under this
agreement shall be revoked if it is determined
that ......... ... ... (insert name of enterprise), any successor
enterprise, or any related member (as those terms are defined in
section 5709.61 of the Ohio Revised Code) has violated the

prohibition against entering into this agreement under division
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+E)—(C) of section 3735.671 or section 5709.62, 5709.63, or
5709.632 of the Ohio Revised Code prior to the time prescribed

by that division or either of those sections."

(12) "In any three-year period during which this agreement
is in effect, if the actual number of employee positions created
or retained by........ (insert name of enterprise) is not equal
to or greater than seventy-five per cent of the number of
employee positions estimated to be created or retained under
this agreement during that three-year period,........ (insert
name of enterprise) shall repay the amount of taxes on property
that would have been payable had the property not been exempted
from taxation under this agreement during that three-year
period. In addition, the..... (insert name of municipal
corporation or county) may terminate or modify the exemptions

from taxation granted under this agreement."

(13) If the enterprise is the owner of real property
constituting the site of a megaproject or is a megaproject

supplier, both of the following:

(a) A requirement that the enterprise annually certify to
the legislative authority whether the megaproject operator or
megaproject supplier, as applicable, holds a certificate issued
under division (D) (7) of section 122.17 of the Revised Code on

the first day of the current tax year;

(b) A provision authorizing the legislative authority to
terminate the exemption for current and subsequent tax years if
the megaproject operator or megaproject supplier, as applicable,
does not hold a certificate issued under division (D) (7) of
section 122.17 of the Revised Code on the first day of the

current tax year.
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The statement described in division (B) (7) of this section
may include the following statement, appended at the end of the
statement: "and may require the repayment of the amount of taxes
that would have been payable had the property not been exempted
from taxation under this agreement." If the agreement includes a
statement requiring repayment of exempted taxes, it also may
authorize the legislative authority to secure repayment of such
taxes by a lien on the exempted property in the amount required
to be repaid. Such a lien on exempted real property shall
attach, and may be perfected, collected, and enforced, in the
same manner as a mortgage lien on real property, and shall
otherwise have the same force and effect as a mortgage lien on
real property. Notwithstanding section 5719.01 of the Revised
Code, such a lien on exempted tangible personal property shall
attach, and may be perfected, collected, and enforced, in the
same manner as a security interest in goods under Chapter 1309.
of the Revised Code, and shall otherwise have the same force and

effect as such a security interest.

(C) If the director of development had to issue a waiver
under section 5709.633 of the Revised Code as a condition for
the agreement to be executed, the agreement shall include the

following statement:

"Continuation of this agreement is subject to the validity
of the circumstance upon which .......... (insert name of
enterprise) applied for, and the Director of the Ohio Department
of Development issued, the waiver pursuant to section 5709.633
of the Ohio Revised Code. If, after formal approval of this
agreement by .......... (insert name of municipal corporation or
county), the Director or ............. (insert name of municipal
corporation or county) discovers that such a circumstance did

not exist, ........... (insert name of enterprise) shall be
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deemed to have materially failed to comply with this agreement."

If the director issued a waiver on the basis of the
circumstance described in division (B) (3) of section 5709.633 of
the Ohio Revised Code, the conditions enumerated in divisions
(B) (3) (a) (1) and (ii) or divisions (B) (3) (b) (1) and (ii) of that
section shall be incorporated in the information described in

divisions (A) (2), (3), and (4) of this section.
Sec. 5709.82. (A) As used in this section:
(1) "New employee" means both of the following:

(a) Persons employed in the construction of real property
exempted from taxation under the chapters or sections of the

Revised Code enumerated in division (B) of this section;

(b) Persons not described by division (A) (1) (a) of this
section who are first employed at the site of such property and
who within the two previous years have not been subject, prior
to being employed at that site, to income taxation by the
municipal corporation within whose territory the site is located
on income derived from employment for the person's current
employer. "New employee" does not include any person who
replaces a person who is not a new employee under division (A)

(1) of this section.

(2) "Infrastructure costs" means costs incurred by a
municipal corporation in a calendar year to acquire, construct,
reconstruct, improve, plan, or equip real or tangible personal
property that directly benefits or will directly benefit the
exempted property. If the municipal corporation finances the
acquisition, construction, reconstruction, improvement,
planning, or equipping of real or tangible personal property

that directly benefits the exempted property by issuing debt,
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"infrastructure costs" means the annual debt charges incurred by
the municipal corporation from the issuance of such debt. Real
or tangible personal property directly benefits exempted
property only if the exempted property places or will place
direct, additional demand on the real or tangible personal

property for which such costs were or will be incurred.

(3) "Taxing unit" has the same meaning as in division (H)

of section 5705.01 of the Revised Code.

(B) (1) Except as otherwise provided under division (C) of
this section, the legislative authority of any political
subdivision that has acted under the authority of Chapter 725.
or 1728., sections 3735.65 to 3735.70, or section 5709.40,
5709.41, 5709.45, 5709.62, 5709.63, 5709.632, 5709.73, 5709.78,
5709.84, or 5709.88 of the Revised Code to grant an exemption
from taxation for real or tangible personal property may
negotiate with the board of education of each city, local,
exempted village, or joint vocational school district or other
taxing unit within the territory of which the exempted property
is located, and enter into an agreement whereby the school
district or taxing unit is compensated for tax revenue foregone
by the school district or taxing unit as a result of the
exemption. Except as otherwise provided in division (B) (1) of
this section, if a political subdivision enters into more than
one agreement under this section with respect to a tax
exemption, the political subdivision shall provide to each
school district or taxing unit with which it contracts the same
percentage of tax revenue foregone by the school district or
taxing unit, which may be based on a good faith projection made
at the time the exemption is granted. Such percentage shall be
calculated on the basis of amounts paid by the political

subdivision and any amounts paid by an owner under division (B)
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(2) of this section. A political subdivision may provide a
school district or other taxing unit with a smaller percentage
of foregone tax revenue than that provided to other school
districts or taxing units only if the school district or taxing
unit expressly consents in the agreement to receiving a smaller
percentage. If a subdivision has acted under the authority of
section 3735.671], 5709.40, 5709.41, 5709.45, 5709.62, 5709.63,
5709.632, 5709.73, or 5709.78 of the Revised Code and enters
into a compensation agreement with a city, local, or exempted
village school district, the subdivision shall provide
compensation to the joint vocational school district within the
territory of which the exempted property is located at the same
rate and under the same terms as received by the city, local, or

exempted village school district.

(2) An owner of property exempted from taxation under the
authority described in division (B) (1) of this section may, by
becoming a party to an agreement described in division (B) (1) of
this section or by entering into a separate agreement with a
school district or other taxing unit, agree to compensate the
school district or taxing unit by paying cash or by providing
property or services by gift, loan, or otherwise. If the owner's
property is exempted under the authority of section 3735.671,
5709.40, 5709.41, 5709.45, 5709.62, 5709.63, 5709.632, 5709.73,
or 5709.78 of the Revised Code and the owner enters into a
compensation agreement with a city, local, or exempted village
school district, the owner shall provide compensation to the
joint vocational school district within the territory of which
the owner's property is located at the same rate and under the
same terms as received by the city, local, or exempted village

school district.

(C) This division does not apply to the following:
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(1) The legislative authority of a municipal corporation
that has acted under the authority of division (H) of section
715.70 or division (U) of section 715.72 of the Revised Code to
consent to the granting of an exemption from taxation for real
or tangible personal property in a joint economic development

district.

(2) The legislative authority of a municipal corporation
that has specified in an ordinance adopted under section
5709.40, 5709.41, or 5709.45 of the Revised Code that payments
in lieu of taxes provided for under section 5709.42 or 5709.46
of the Revised Code shall be paid to the city, local, or
exempted village school district in which the improvements are
located in the amount of taxes that would have been payable to
the school district if the improvements had not been exempted

from taxation, as directed in the ordinance.

If the legislative authority of any municipal corporation
has acted under the authority of Chapter 725. or 1728. or
section 3735.671, 5709.40, 5709.41, 5709.45, 5709.62, 5709.63,
5709.632, or 5709.88, or a housing officer under section 3735.67
of the Revised Code, to grant or consent to the granting of an
exemption from taxation for real or tangible personal property
on or after July 1, 1994, the municipal corporation imposes a
tax on incomes, and the payroll of new employees resulting from
the exercise of that authority equals or exceeds one million

dollars, or two million dollars, as adjusted under division (E)

of this section, in the case of the authority exercised under

section 3735.67 or 3735.671 of the Revised Code, in any tax year

for which such property is exempted, the legislative authority
and the board of education of each city, local, or exempted
village school district within the territory of which the

exempted property is located shall attempt to negotiate an
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agreement providing for compensation to the school district for
all or a portion of the tax revenue the school district would
have received had the property not been exempted from taxation.
The agreement may include as a party the owner of the property
exempted or to be exempted from taxation and may include
provisions obligating the owner to compensate the school
district by paying cash or providing property or services by
gift, loan, or otherwise. Such an obligation is enforceable by
the board of education of the school district pursuant to the

terms of the agreement.

If the legislative authority and board of education fail
to negotiate an agreement that is mutually acceptable within six
months of formal approval by the legislative authority of the
instrument granting the exemption, the legislative authority
shall compensate the school district in the amount and manner

prescribed by division (D) of this section.

(D) Annually, the legislative authority of a municipal
corporation subject to this division shall pay to the city,
local, or exempted village school district within the territory
of which the exempted property is located an amount equal to
fifty per cent of the difference between the amount of taxes
levied and collected by the municipal corporation on the incomes
of new employees in the calendar year ending on the day the
payment is required to be made, and the amount of any
infrastructure costs incurred in that calendar year. For
purposes of such computation, the amount of infrastructure costs
shall not exceed thirty-five per cent of the amount of those
taxes unless the board of education of the school district, by
resolution adopted by a majority of the board, approves an
amount in excess of that percentage. If the amount of those

taxes or infrastructure costs must be estimated at the time the
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payment is made, payments in subsequent years shall be adjusted
to compensate for any departure of those estimates from the

actual amount of those taxes.

A municipal corporation required to make a payment under

this section shall make the payment from its general fund or a

special fund established for the purpose. The payment is payable

on the thirty-first day of December of the tax year for or in
which the exemption from taxation commences and on that day for
each subsequent tax year property is exempted and the
legislative authority and board fail to negotiate an acceptable

agreement under division (C) of this section.

(E) (1) The director of development shall adjust, in

September of each vear, the payroll threshold described in

division (C) (2) of this section applicable to the exercise of

authority under section 3735.67 or 3735.671 of the Revised Code

by completing the following computations:

(a) Determine the percentage increase in the gross

domestic product deflator determined by the bureau of economic

analysis of the United States department of commerce from the

first day of January of the preceding calendar year to the last

day of December of the preceding calendar vear;

(b) Multiply that percentage increase by the threshold

applicable for the current vear;

(c) Add the resulting product to the threshold applicable

for the current vear;

(d) Round the resulting sum to the nearest one thousand

dollars.

(2) The director shall certify the amount of the

adjustment under division (E) (1) of this section to each
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legislative authority of a municipal corporation and housing

officer designated by a municipal corporation exercising

authority under section 3735.67 or 3735.671 of the Revised Code

not later than the first day of December of the year the

director computes the adjustment. The certified amount applies

to the ensuing calendar vear and each calendar vear thereafter

until the director makes a new adjustment. The director shall

not calculate a new adjustment in any vear in which the

resulting threshold amount from the adjustment would be less

than the threshold for the current vear.

Sec. 5709.85. (A) The legislative authority of a county,
township, or municipal corporation that grants an exemption from
taxation under Chapter 725. or 1728. or under section 3735.67,
5709.28, 5709.40, 5709.41, 5709.45, 5709.62, 5709.63, 5709.632,
5709.73, or 5709.78 of the Revised Code shall create a tax
incentive review council. The council shall consist of the

following members:

(1) In the case of a municipal corporation eligible to
designate a zone under section 5709.62 or 5709.632 of the
Revised Code, the chief executive officer or that officer's
designee; a member of the legislative authority of the municipal
corporation, appointed by the president of the legislative
authority or, if the chief executive officer of the municipal
corporation is the president, appointed by the president pro
tempore of the legislative authority; the county auditor or the
county auditor's designee; the chief financial officer of the
municipal corporation or that officer's designee; an individual
appointed by the board of education of each city, local,
exempted village, and Jjoint vocational school district to which
the instrument granting the exemption applies; and two members

of the public appointed by the chief executive officer of the
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municipal corporation with the concurrence of the legislative
authority. At least four members of the council shall be
residents of the municipal corporation, and at least one of the

two public members appointed by the chief executive officer

shall be a minority. As used in division (A) (1) of this section,

a "minority" is an individual who is African-American, Hispanic,

or Native American.

(2) In the case of a county or a municipal corporation

that is not eligible to designate a zone under section 5709.62
or 5709.632 of the Revised Code, three members appointed by the
board of county commissioners; two members from each municipal
corporation to which the instrument granting the tax exemption
applies, appointed by the chief executive officer with the
concurrence of the legislative authority of the respective
municipal corporations; two members of each township to which

the instrument or agreement granting the tax exemption applies,

appointed by the board of township trustees of the respective
townships; the county auditor or the county auditor's designee;
and an individual appointed by the board of education of each
city, local, exempted village, and joint vocational school

district to which the instrument_or agreement granting the tax

exemption applies. At least two members of the council shall be
residents of the municipal corporations or townships to which

the instrument or agreement granting the tax exemption applies.

(3) In the case Of a township J‘_ll. VVhJ‘_\_/h Jl_llltJJ_u Clllcllto [ N S oy

a ] = Bl

deelared—a—publice—purpose—under—section 578073 —of+theRevised
Eede, the board of township trustees; the county auditor or the
county auditor's designee; and an individual appointed by the
board of education of each city, local, exempted village, and
joint vocational school district to which the instrument or

agreement granting the exemption applies.
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(B) The county auditor or the county auditor's designee 1222
shall serve as the chairperson of the council. The council shall 1223
meet at the call of the chairperson. At the first meeting of the 1224
council, the council shall select a vice-chairperson. Attendance 1225
by a majority of the members of the council constitutes a quorum 1226
to conduct the business of the council. 1227

(C) (1) Annually, the tax incentive review council shall 1228
review all agreements granting exemptions from property taxation 1229
under Chapter 725. or 1728. or under section 3735.671, 5709.28, 1230
5709.62, 5709.63, or 5709.632 of the Revised Code, and any 1231
performance or audit reports required to be submitted pursuant 1232
to those agreements. The review shall include agreements 1233
granting such exemptions that were entered into prior to July 1234
22, 1994, that continue to be in force and applicable to the 1235
current year's property taxes. 1236

With respect to each agreement, other than an agreement 1237
entered into under section 5709.28 of the Revised Code, the 1238
council shall determine whether the owner of the exempted 1239
property has complied with the agreement, and may take into 1240
consideration any fluctuations in the business cycle unique to 1241
the owner's business. 1242

With respect to an agreement entered into under section 1243
5709.28 of the Revised Code, the council shall consist of the 1244
members described in division (A) (2) of this section and shall 1245
determine whether the agreement complies with the requirements 1246
of section 5709.28 of the Revised Code and whether a withdrawal, 1247
removal, or conversion of land from an agricultural security 1248
area established under Chapter 931. of the Revised Code has 1249
occurred in a manner that makes the exempted property no longer 1250

eligible for the exemption. 1251
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On the basis of the determinations, on or before the first
day of September of each year, the council shall submit to the
legislative authority written recommendations for continuation,

modification, or cancellation of each agreement.

(2) Annually, the tax incentive review council shall
review all exemptions from property taxation resulting from the
declaration of public purpose improvements pursuant to section
5709.40, 5709.41, 5709.45, 5709.73, or 5709.78 of the Revised
Code. The review shall include such exemptions that were granted
prior to July 22, 1994, that continue to be in force and
applicable to the current year's property taxes. With respect to
each improvement for which an exemption is granted, the council
shall determine the increase in the true value of parcels of
real property on which improvements have been undertaken as a
result of the exemption; the value of improvements exempted from
taxation as a result of the exemption; and the number of new
employees or employees retained on the site of the improvement

as a result of the exemption.

Upon the request of a tax incentive review council, the
county auditor, the housing officer appointed pursuant to
section 3735.66 of the Revised Code, the owner of a new or
remodeled structure or improvement, and the legislative
authority of the county, township, or municipal corporation
granting the exemption shall supply the council with any
information reasonably necessary for the council to make the
determinations required under division (C) of this section,
including returns or reports filed pursuant to sections 5711.02,

5711.13, and 5727.08 of the Revised Code.

(D) Annually, the tax incentive review council shall

review the compliance of each recipient of a tax exemption under
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Chapter 725. or 1728. or section 3735.67, 5709.40, 5709.41,
5709.45, 5709.62, 5709.63, 5709.632, 5709.73, or 5709.78 of the
Revised Code with the nondiscriminatory hiring policies
developed by the county, township, or municipal corporation
under section 5709.832 of the Revised Code. Upon the request of
the council, the recipient shall provide the council any
information necessary to perform its review. On the basis of its
review, the council may submit to the legislative authority
written recommendations for enhancing compliance with the

nondiscriminatory hiring policies.

(E) A legislative authority that receives from a tax
incentive review council written recommendations under division
(C) (1) or (D) of this section shall, within sixty days after
receipt, hold a meeting and vote to accept, reject, or modify

all or any portion of the recommendations.

(F) A tax incentive review council may request from the
recipient of a tax exemption under Chapter 725. or 1728. or
section 3735.67, 5709.28, 5709.40, 5709.41, 5709.45, 5709.62,
5709.63, 5709.632, 5709.73, or 5709.78 of the Revised Code any
information reasonably necessary for the council to perform its
review under this section. The request shall be in writing and
shall be sent to the recipient by certified mail. Within ten
days after receipt of the request, the recipient shall provide

to the council the information requested.

Sec. 5747.01. Except as otherwise expressly provided or
clearly appearing from the context, any term used in this
chapter that is not otherwise defined in this section has the
same meaning as when used in a comparable context in the laws of
the United States relating to federal income taxes or if not

used in a comparable context in those laws, has the same meaning
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as in section 5733.40 of the Revised Code. Any reference in this
chapter to the Internal Revenue Code includes other laws of the

United States relating to federal income taxes.
As used in this chapter:

(A) "Adjusted gross income" or "Ohio adjusted gross
income" means 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, commission, instrumentality, territory, or possession
of the United States to the extent that the interest or
dividends are exempt from federal income taxes but not from

state income taxes.

(3) Deduct interest or dividends on obligations of the
United States and its territories and possessions or of any
authority, commission, or instrumentality of the United States
to the extent that the interest or dividends are included in
federal adjusted gross income but exempt from state income taxes

under the laws of the United States.

(4) Deduct disability and survivor's benefits to the

extent included in federal adjusted gross income.

(5) Deduct benefits under Title II 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.
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(6) Deduct the amount of wages and salaries, if any, not
otherwise allowable as a deduction but that would have been
allowable as a deduction in computing federal adjusted gross
income for the taxable year, had the targeted jobs credit
allowed and determined under sections 38, 51, and 52 of the

Internal Revenue Code not been in effect.

(7) Deduct any interest or interest equivalent on public

obligations and purchase obligations to the extent that the

interest or interest equivalent is included in federal adjusted

gross income.

(8) Add any loss or deduct any gain resulting from the

sale, exchange, or other disposition of public obligations to

the extent that the loss has been deducted or the gain has been

included in computing federal adjusted gross income.

(9) Deduct or add amounts, as provided under section

5747.70 of the Revised Code, related to contributions made to

Fariakble—ecollege—Savings—program—accounts—made—or tuition units

purchased—pursuant—+to—Chapter 3334 —of +the Revised—ECede under a

gualified tuition program established pursuant to section 529 of

the Internal Revenue Code.

(10) (a) Deduct, to the extent not otherwise allowable as a

deduction or exclusion in computing federal or Ohio adjusted

gross income for the taxable year, the amount the taxpayer paid

during the taxable year for medical care insurance and qualified

long-term care insurance for the taxpayer, the taxpayer's

spouse, and dependents. No deduction for medical care insurance

under division (A) (10) (a) of this section shall be allowed
either to any taxpayer who is eligible to participate in any

subsidized health plan maintained by any employer of the

taxpayer or of the taxpayer's spouse, or to any taxpayer who is
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entitled to, or on application would be entitled to, benefits
under part A of Title XVIII of the "Social Security Act," 49
Stat. 620 (1935), 42 U.S.C. 301, as amended. For the purposes of
division (A) (10) (a) of this section, "subsidized health plan"
means a health plan for which the employer pays any portion of
the plan's cost. The deduction allowed under division (A) (10) (a)
of this section shall be the net of any related premium refunds,
related premium reimbursements, or related insurance premium

dividends received during the taxable year.

(b) Deduct, to the extent not otherwise deducted or
excluded in computing federal or Ohio adjusted gross income
during the taxable year, the amount the taxpayer paid during the
taxable year, not compensated for by any insurance or otherwise,
for medical care of the taxpayer, the taxpayer's spouse, and
dependents, to the extent the expenses exceed seven and one-half

per cent of the taxpayer's federal adjusted gross income.

(c) For purposes of division (A) (10) of this section,
"medical care" has the meaning given in section 213 of the
Internal Revenue Code, subject to the special rules,
limitations, and exclusions set forth therein, and "qualified
long-term care" has the same meaning given in section 7702B(c)
of the Internal Revenue Code. Solely for purposes of division
(A) (10) (a) of this section, "dependent" includes a person who
otherwise 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 meet the income and
support limitations under section 152 (d) (1) (B) and (C) of the

Internal Revenue Code.

(11) (a) Deduct any amount included in federal adjusted

gross income solely because the amount represents a
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reimbursement or refund of expenses that in any year the
taxpayer had deducted as an itemized deduction pursuant to
section 63 of the Internal Revenue Code and applicable United
States department of the treasury regulations. The deduction
otherwise allowed under division (A) (11) (a) of this section
shall be reduced to the extent the reimbursement is attributable
to an amount the taxpayer deducted under this section in any

taxable year.

(b) Add any amount not otherwise included in Ohio adjusted
gross income for any taxable year to the extent that the amount
is attributable to the recovery during the taxable year of any
amount deducted or excluded in computing federal or Ohio

adjusted gross income in any taxable year.

(12) 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 claim of right, that

meets both of the following requirements:

(a) It is allowable for repayment of an item that was
included in the taxpayer's adjusted gross income for a prior
taxable 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 otherwise reduce the taxpayer's adjusted

gross income for the current or any other taxable year.

(13) Deduct an amount equal to the deposits made to, and
net investment earnings of, a medical savings account during the
taxable year, in accordance with section 3924.66 of the Revised
Code. The deduction allowed by division (A) (13) of this section
does not apply to medical savings account deposits and earnings

otherwise deducted or excluded for the current or any other
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taxable year from the taxpayer's federal adjusted gross income.

(14) (a) Add an amount equal to the funds withdrawn from a
medical savings account during the taxable year, and the net
investment earnings on those funds, when the funds withdrawn
were used for any purpose other than to reimburse an account
holder for, or to pay, eligible medical expenses, in accordance

with section 3924.66 of the Revised Code;

(b) Add the amounts distributed from a medical savings
account under division (A) (2) of section 3924.68 of the Revised

Code during the taxable year.

(15) Add any amount claimed as a credit under section
5747.059 of the Revised Code to the extent that such amount

satisfies either of the following:

(a) The amount was deducted or excluded from the
computation of the taxpayer's federal adjusted gross income as
required to be reported for the taxpayer's taxable year under

the Internal Revenue Code;

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

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

(16) Deduct the amount contributed by the taxpayer to an
individual development account program established by a county
department 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 participants. On request of the tax
commissioner, the taxpayer shall provide any information that,
in the tax commissioner's opinion, is necessary to establish the

amount deducted under division (A) (16) of this section.

(17) (a) (1) Subject to divisions (A) (17) (a) (iii), (iv), and
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(v) of this section, add five-sixths of the amount of
depreciation expense allowed by subsection (k) of section 168 of
the Internal Revenue Code, including the taxpayer's
proportionate or distributive share of the amount of
depreciation expense allowed by that subsection to a pass-
through entity in which the taxpayer has a direct or indirect

ownership interest.

(ii) Subject to divisions (A) (17) (a) (iii), (iv), and (v)
of this section, add five-sixths of the amount of qualifying
section 179 depreciation expense, including the taxpayer's
proportionate or distributive share of the amount of qualifying
section 179 depreciation expense allowed to any pass-through
entity in which the taxpayer has a direct or indirect ownership

interest.

(iii) Subject to division (A) (17) (a) (v) of this section,
for taxable years beginning in 2012 or thereafter, if the
increase in income taxes withheld by the taxpayer is equal to or
greater than ten per cent of income taxes withheld by the
taxpayer during the taxpayer's immediately preceding taxable
year, "two-thirds" shall be substituted for "five-sixths" for

the purpose of divisions (A) (17) (a) (1) and (ii) of this section.

(iv) Subject to division (A) (17) (a) (v) of this section,
for taxable years beginning in 2012 or thereafter, a taxpayer 1is
not required to add an amount under division (A) (17) of this
section if the increase in income taxes withheld by the taxpayer
and by any pass-through entity in which the taxpayer has a
direct or indirect ownership interest is equal to or greater
than the sum of (I) the amount of qualifying section 179
depreciation expense and (II) the amount of depreciation expense

allowed to the taxpayer by subsection (k) of section 168 of the
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Internal Revenue Code, and including the taxpayer's
proportionate or distributive shares of such amounts 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 income tax
purposes, to the extent such loss resulted from depreciation
expense allowed by subsection (k) of section 168 of the Internal
Revenue Code and by qualifying section 179 depreciation expense,
"the entire" shall be substituted for "five-sixths of the" for

the purpose of divisions (A) (17) (a) (1) and (ii) of this section.

The tax commissioner, under procedures established by the
commissioner, may waive the add-backs related to a pass-through
entity if the taxpayer owns, directly or indirectly, less than

five per cent of the pass-through entity.

(b) Nothing in division (A) (17) of this section shall be

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

(c) To the extent the add-back required under division (A)
(17) (a) of this section is attributable to property generating
nonbusiness income or loss allocated under section 5747.20 of
the Revised Code, the add-back shall be sitused to the same
location as the nonbusiness income or loss generated by the
property for the purpose of determining the credit under
division (A) of section 5747.05 of the Revised Code. Otherwise,
the add-back shall be apportioned, subject to one or more of the
four alternative methods of apportionment enumerated in section

5747.21 of the Revised Code.

(d) For the purposes of division (A) (17) (a) (v) of this
section, net operating loss carryback and carryforward shall not

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

depreciation expense amount.

(e) For the purposes of divisions (A) (17) and (18) of this

section:

(i) "Income taxes withheld" means the total amount
withheld and remitted under sections 5747.06 and 5747.07 of the

Revised Code by an employer during the employer's taxable year.

(1ii) "Increase in income taxes withheld" means the amount
by which the amount of income taxes withheld by an employer
during the employer's current taxable year exceeds the amount of
income taxes withheld by that employer during the employer's

immediately preceding taxable year.

(iii) "Qualifying section 179 depreciation expense" means
the difference between (I) the amount of depreciation expense
directly or indirectly allowed to a taxpayer under section 179
of the Internal Revised Code, and (II) 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 December 31, 2002.

(18) (a) If the taxpayer was required to add an amount
under division (A) (17) (a) of this section for a taxable year,

deduct one of the following:

(1) One-fifth of the amount so added for each of the five
succeeding taxable years if the amount so added was five-sixths
of qualifying section 179 depreciation expense or depreciation
expense allowed by subsection (k) of section 168 of the Internal

Revenue Code;
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(1ii) One-half of the amount so added for each of the two
succeeding taxable years if the amount so added was two-thirds

of such depreciation expense;

(iii) One-sixth of the amount so added for each of the six
succeeding taxable years if the entire amount of such

depreciation expense was so added.

(b) If the amount deducted under division (A) (18) (a) of
this section is attributable to an add-back allocated under
division (A) (17) (c¢) of this section, the amount deducted shall
be sitused to the same location. Otherwise, the add-back shall
be apportioned using the apportionment factors for the taxable
year in which the deduction is taken, subject to one or more of
the four alternative methods of apportionment enumerated in

section 5747.21 of the Revised Code.

(c) No deduction is available under division (A) (18) (a) of
this section with regard to any depreciation allowed by section
168 (k) of the Internal Revenue Code and by the qualifying
section 179 depreciation expense amount to the extent that such
depreciation results in or increases a federal net operating
loss carryback or carryforward. If no such deduction is
available for a taxable year, the taxpayer may carry forward the
amount not deducted in such taxable year to the next taxable
year and add that amount to any deduction otherwise available
under division (A) (18) (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) (17) (a) of

this section has been deducted.

(19) Deduct, to the extent not otherwise deducted or
excluded in computing federal or Ohio adjusted gross income for

the taxable year, the amount the taxpayer received during the
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taxable year as reimbursement for life insurance premiums under

section 5919.31 of the Revised Code.

(20) Deduct, to the extent not otherwise deducted or
excluded in computing federal or Ohio adjusted gross income for
the taxable year, the amount the taxpayer received during the
taxable year as a death benefit paid by the adjutant general

under section 5919.33 of the Revised Code.

(21) Deduct, to the extent included in federal adjusted
gross income and not otherwise allowable as a deduction or
exclusion in computing federal or Ohio adjusted gross income for
the taxable year, military pay and allowances received by the
taxpayer during the taxable year for active duty service in the
United States army, air force, navy, marine corps, or coast
guard or reserve components thereof or the national guard. The
deduction may not be claimed for military pay and allowances
received by the taxpayer while the taxpayer is stationed in this

state.

(22) Deduct, to the extent not otherwise allowable as a
deduction or exclusion in computing federal or Ohio adjusted
gross income for the taxable year and not otherwise compensated
for by any other source, the amount of qualified organ donation
expenses incurred by the taxpayer during the taxable year, not
to exceed ten thousand dollars. A taxpayer may deduct qualified
organ donation expenses only once for all taxable years

beginning with taxable years beginning in 2007.
For the purposes of division (A) (22) of this section:

(a) "Human organ" means all or any portion of a human
liver, pancreas, kidney, intestine, or lung, and any portion of

human bone marrow.
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(b) "Qualified organ donation expenses" means travel
expenses, lodging expenses, and wages and salary forgone by a
taxpayer in connection with the taxpayer's donation, while
living, of one or more of the taxpayer's human organs to another

human being.

(23) Deduct, to the extent not otherwise deducted or
excluded in computing federal or Ohio adjusted gross income for
the taxable year, amounts received by the taxpayer as retired
personnel pay for service in the uniformed services or reserve
components 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 income on account of retirement paid under
the federal civil service retirement system or federal employees
retirement system, or under any successor retirement program
enacted by the congress of the United States that is established
and maintained for retired employees of the United States
government, and such retirement income is based, in whole or in
part, on credit for the taxpayer's uniformed service, the
deduction allowed under this division shall include only that
portion of such retirement income that is attributable to the
taxpayer's uniformed service, to the extent that portion of such
retirement income is otherwise included in federal adjusted
gross income and is not otherwise deducted under this section.
Any amount deducted under division (A) (23) of this section is
not included in a taxpayer's adjusted gross income for the
purposes of section 5747.055 of the Revised Code. No amount may
be deducted under division (A) (23) of this section on the basis
of which a credit was claimed under section 5747.055 of the

Revised Code.

(24) Deduct, to the extent not otherwise deducted or
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excluded in computing federal or Ohio adjusted gross income for
the taxable year, the amount the taxpayer received during the
taxable year from the military injury relief fund created in

section 5902.05 of the Revised Code.

(25) Deduct, to the extent not otherwise deducted or
excluded in computing federal or Ohio adjusted gross income for
the taxable year, the amount the taxpayer received as a veterans
bonus during the taxable year from the Ohio department of
veterans services as authorized by Section 2r of Article VIII,

Ohio Constitution.

(26) Deduct, to the extent not otherwise deducted or
excluded in computing federal or Ohio adjusted gross income for
the taxable year, any income derived from a transfer agreement
or from the enterprise transferred under that agreement under

section 4313.02 of the Revised Code.

(27) Deduct, to the extent not otherwise deducted or
excluded in computing federal or Ohio adjusted gross income for
the taxable year, Ohio college opportunity or federal Pell grant
amounts received by the taxpayer or the taxpayer's spouse or
dependent pursuant to section 3333.122 of the Revised Code or 20
U.S.C. 1070a, et seqg., and used to pay room or board furnished
by the educational institution for which the grant was awarded
at the institution's facilities, including meal plans
administered by the institution. For the purposes of this
division, receipt of a grant includes the distribution of a
grant directly to an educational institution and the crediting

of the grant to the enrollee's account with the institution.

(28) Deduct from the portion of an individual's federal
adjusted gross income that is business income, to the extent not

otherwise deducted or excluded in computing federal adjusted
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gross income for the taxable year, one hundred twenty-five
thousand dollars for each spouse if spouses file separate
returns under section 5747.08 of the Revised Code or two hundred

fifty thousand dollars for all other individuals.

(29) Deduct, as provided under section 5747.78 of the
Revised Code, contributions to ABLE savings accounts made in

accordance with sections 113.50 to 113.56 of the Revised Code.

(30) (a) Deduct, to the extent not otherwise deducted or
excluded in computing federal or Ohio adjusted gross income

during the taxable year, all of the following:

(i) Compensation paid to a qualifying employee described
in division (A) (14) (a) of section 5703.94 of the Revised Code to
the extent such compensation is for disaster work conducted in
this state during a disaster response period pursuant to a

qualifying solicitation received by the employee's employer;

(ii) Compensation paid to a qualifying employee described
in division (A) (14) (b) of section 5703.94 of the Revised Code to
the extent such compensation is for disaster work conducted in
this state by the employee during the disaster response period
on critical infrastructure owned or used by the employee's

employer;

(iii) Income received by an out-of-state disaster business
for disaster work conducted in this state during a disaster
response period, or, if the out-of-state disaster business is a
pass-through entity, a taxpayer's distributive share of the
pass-through entity's income from the business conducting
disaster work in this state during a disaster response period,
if, in either case, the disaster work is conducted pursuant to a

qualifying solicitation received by the business.
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(b) All terms used in division (A) (30) of this section
have the same meanings as in section 5703.94 of the Revised

Code.

(31) For a taxpayer who is a qualifying Ohio educator,
deduct, to the extent not otherwise deducted or excluded in
computing federal or Ohio adjusted gross income for the taxable
year, the lesser of two hundred fifty dollars or the amount of
expenses described in subsections (a) (2) (D) (i) and (ii) of
section 62 of the Internal Revenue Code paid or incurred by the
taxpayer during the taxpayer's taxable year in excess of the
amount the taxpayer i1s authorized to deduct for that taxable

year under subsection (a) (2) (D) of that section.

434> (32) Deduct, to the extent not otherwise deducted or
excluded in computing federal or Ohio adjusted gross income for
the taxable year, amounts received by the taxpayer as a
disability severance payment, computed under 10 U.S.C. 1212,
following discharge or release under honorable conditions from

the armed forces, as defined by 10 U.S.C. 101.

(B) "Business income" means income, including gain or
loss, arising from transactions, activities, and sources in the
regular course of a trade or business and includes income, gain,
or loss from real property, tangible property, and intangible
property if the acquisition, rental, management, and disposition
of the property constitute integral parts of the regular course
of a trade or business operation. "Business income" includes
income, including gain or loss, from a partial or complete
liquidation of a business, including, but not limited to, gain

or loss from the sale or other disposition of goodwill.

(C) "Nonbusiness income" means all income other than

business income and may include, but is not limited to,
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compensation, rents and royalties from real or tangible personal
property, capital gains, interest, dividends and distributions,
patent or copyright royalties, or lottery winnings, prizes, and

awards.

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

an employee for personal services.

(E) "Fiduciary" means a guardian, trustee, executor,
administrator, receiver, conservator, or any other person acting

in any fiduciary capacity for any individual, trust, or estate.

(F) "Fiscal year" means an accounting period of twelve

months ending on the last day of any month other than December.
(G) "Individual" means any natural person.

(H) "Internal Revenue Code" means the "Internal Revenue

Code of 1986," 100 Stat. 2085, 26 U.S.C.A. 1, as amended.
(I) "Resident" means any of the following:

(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 time 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

(I) (2) of this section.

(3) A trust 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 (I) (3) of this section:

(a) A trust resides in this state for the trust's current

taxable year to the extent, as described in division (I) (3) (d)
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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 following:

(i) A person, a court, or a governmental entity or
instrumentality on account of the death of a decedent, but only
if the trust is described in division (I) (3) (e) (i) or (ii) of

this section;

(ii) A person who was domiciled in this state for the
purposes of this chapter when the person directly or indirectly
transferred assets to an irrevocable trust, but only if at least
one of the trust's qualifying beneficiaries is domiciled in this
state for the purposes of this chapter during all or some

portion of the trust's current taxable year;

(iii) A person who was domiciled in this state for the
purposes of this chapter when the trust document or instrument
or part of the trust document or instrument became 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 some portion of the trust's current
taxable year. If a trust document or instrument became
irrevocable upon the death of a person who at the time of death
was domiciled in this state for purposes of this chapter, that
person is a person described in division (I) (3) (a) (iii) of this

section.

(b) A trust 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.
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(c) With respect to a trust other than a charitable lead
trust, "qualifying beneficiary" has the same meaning as
"potential current beneficiary" as defined in section 1361 (e) (2)
of the Internal Revenue Code, and with respect to a charitable
lead trust "qualifying beneficiary" is any current, future, or
contingent beneficiary, but with respect to any trust
"qualifying beneficiary" excludes a person or a governmental
entity or instrumentality to any of which a contribution would
qualify for the charitable deduction under section 170 of the

Internal Revenue Code.

(d) For the purposes of division (I) (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 enumerated in
that division shall be ascertained by multiplying the fair
market value of the trust's assets, net of related liabilities,

by the qualifying ratio, which shall be computed as follows:

(1) The first time the trust receives assets, the
numerator of the qualifying ratio is the fair market value of
those assets at that time, net of any related liabilities, from
sources enumerated in division (I) (3) (a) of this section. The
denominator 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 time the trust receives assets, a
revised qualifying ratio shall be computed. The numerator of the
revised qualifying ratio is the sum of (1) the fair market value
of the trust's assets immediately prior to the subsequent

transfer, net of any related liabilities, multiplied by the
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qualifying ratio last computed without regard to the subsequent
transfer, and (2) the fair market value of the subsequently
transferred assets at the time transferred, net of any related
liabilities, from sources enumerated in division (I) (3) (a) of
this section. The denominator of the revised qualifying ratio is
the fair market value of all the trust's assets immediately

after the subsequent transfer, net of any related liabilities.

(iii) Whether a transfer to the trust is by or from any of
the sources enumerated in division (I) (3) (a) of this section
shall be ascertained without regard to the domicile of the

trust's beneficiaries.

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

section:

(1) A trust is described in division (I) (3) (e) (1) of this
section i1if the trust is a testamentary trust and the testator of
that testamentary trust was domiciled in this state at the time
of the testator's death for purposes of the taxes levied under

Chapter 5731. of the Revised Code.

(ii) A trust is described in division (I) (3) (e) (ii) of
this section if the transfer is a qualifying transfer described
in any of divisions (I) (3) (f) (1) to (vi) of this section, the
trust is an irrevocable inter vivos trust, and at least one of
the trust's qualifying beneficiaries is domiciled in this state
for purposes of this chapter during all or some portion of the

trust's current taxable year.

(f) For the purposes of division (I) (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 following:
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(1) The transfer is made to a trust, created by the
decedent before the decedent's death and while the decedent was
domiciled in this state for the purposes of this chapter, and,
prior to the death of the decedent, the trust became irrevocable
while the decedent was domiciled in this state for the purposes

of this chapter.

(1i) 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 became irrevocable while the decedent was domiciled in

this state for the purposes of this chapter.

(1ii) The transfer is made on account of a contractual
relationship existing directly or indirectly between the
transferor and either the decedent or the estate of the decedent
at any time prior to the date of the decedent's death, and the
decedent was domiciled in this state at the time of death for
purposes of the taxes levied under Chapter 5731. of the Revised
Code.

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

this chapter.

(v) The transfer is made to a trust on account of the will
of a testator who was domiciled in this state at the time of the
testator's death for purposes of the taxes levied under Chapter

5731. of the Revised Code.
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(vi) The transfer is made to a trust created by or caused
to be created by a court, and the trust was directly or
indirectly created in connection with or as a result of the
death of an individual who, for purposes of the taxes levied
under Chapter 5731. of the Revised Code, was domiciled in this

state at the time of the individual's death.

(g) The tax commissioner may adopt rules to ascertain the

part of a trust residing in this state.

(J) "Nonresident" means an individual or estate that is
not a resident. An individual who is a resident for only part of
a taxable year is a nonresident for the remainder of that

taxable year.

(K) "Pass-through entity" has the same meaning 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 calendar year or the
taxpayer's fiscal year ending during the calendar year, or
fractional part thereof, upon which the adjusted gross income is

calculated pursuant to this chapter.

(N) "Taxpayer" means any person subject to the tax imposed
by section 5747.02 of the Revised Code or any pass-through
entity that makes the election under division (D) of section

5747.08 of the Revised Code.
(O) "Dependents" means one of the following:

(1) For taxable years beginning on or after January 1,
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2018, and before January 1, 2026, dependents as defined in the

Internal Revenue Code;

(2) For all other taxable years, dependents as defined in
the Internal Revenue Code and as claimed in the taxpayer's
federal income tax return for the taxable year or which the
taxpayer would have been permitted to claim had the taxpayer

filed a federal income tax return.

(P) "Principal county of employment" means, in the case of
a nonresident, the county within the state in which a taxpayer
performs services for an employer or, if those services are
performed in more than one county, the county in which the major

portion of the services are performed.

(Q) As used in sections 5747.50 to 5747.55 of the Revised

Code:

(1) "Subdivision" means any county, municipal corporation,

park district, or township.

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

charter adopted pursuant to the Ohio Constitution.

(R) "Overpayment" means any amount already paid that
exceeds the figure determined to be the correct amount of the

tax.

(S) "Taxable income" or "Ohio taxable income" applies only
to estates and trusts, and means federal taxable income, 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 reasonable expenses not deducted in computing federal

taxable income, 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 amount is not otherwise includible in Ohio
taxable income and is described in either division (S) (1) (a) or

(b) of this section:

(a) The net amount is not attributable to the S portion of
an electing small business trust and has not been distributed to

beneficiaries for the taxable year;

(b) The net amount is attributable to the S portion of an

electing small business trust for the taxable year.

(2) Add interest or dividends, net of ordinary, necessary,
and reasonable expenses not deducted in computing federal
taxable income, on obligations of any authority, commission,
instrumentality, territory, or possession of the United States
to the extent that the interest or dividends are exempt from
federal income taxes but not from state income taxes, but only
to the extent that such net amount is not otherwise includible
in Ohio taxable income and is described in either division (9)

(1) (a) or (b) of this section;

(3) Add the amount of personal exemption 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 computing federal taxable income, on obligations of
the United States and its territories and possessions or of any
authority, commission, or instrumentality of the United States
to the extent that the interest or dividends are exempt from

state taxes under the laws of the United States, but only to the
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extent that such amount is included in federal taxable income
and is described in either division (S) (1) (a) or (b) of this

section;

(5) Deduct the amount of wages and salaries, if any, not
otherwise allowable as a deduction but that would have been
allowable as a deduction in computing federal taxable income 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 amount relates either to
income included in federal taxable income for the taxable year
or to income of the S portion of an electing small business

trust for the taxable year;

(6) Deduct any interest or interest equivalent, net of
related expenses deducted in computing federal taxable income,
on public obligations and purchase obligations, but only to the
extent that such net amount relates either to income included in
federal taxable income for the taxable year or to income of the
S portion of an electing small business trust for the taxable

year;

(7) Add any loss or deduct any gain resulting from sale,
exchange, or other disposition of public obligations to the
extent that such loss has been deducted or such gain has been
included in computing either federal taxable income or income 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 Ohio estate
tax return pursuant to section 5731.14 of the Revised Code, and
on its federal income tax return in determining federal taxable

income;
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(9) (a) Deduct any amount included in federal taxable
income solely because the amount represents a reimbursement or
refund of expenses that in a previous year the decedent had
deducted as an itemized deduction pursuant to section 63 of the
Internal Revenue Code and applicable treasury regulations. The
deduction otherwise allowed under division (S) (9) (a) of this
section shall be reduced to the extent the reimbursement is
attributable to an amount the taxpayer or decedent deducted

under this section in any taxable year.

(b) Add any amount not otherwise included in Ohio taxable
income for any taxable year to the extent that the amount is
attributable to the recovery during the taxable year of any
amount deducted or excluded in computing federal or Ohio taxable
income 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 income received under a claim of right, that

meets both of the following requirements:

(a) It is allowable for repayment of an item that was
included in the taxpayer's taxable income or the decedent's
adjusted gross income for a prior taxable 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 otherwise reduce the taxpayer's taxable
income or the decedent's adjusted gross income for the current

or any other taxable year.

(11) Add any amount claimed as a credit under section

5747.059 of the Revised Code to the extent that the amount
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satisfies either of the following:

(a) The amount was deducted or excluded from the
computation of the taxpayer's federal taxable income as required
to be reported for the taxpayer's taxable year under the

Internal Revenue Code;

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

taxpayer's taxable years under the Internal Revenue Code.

(12) Deduct any amount, net of related expenses deducted
in computing federal taxable income, that a trust is required to
report as farm income on its federal income tax return, but only
if the assets of the trust include at least ten acres of land
satisfying the definition of "land devoted exclusively to
agricultural use" under section 5713.30 of the Revised Code,
regardless of whether the land is valued for tax purposes as
such land 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 Revised Code applies in ascertaining if the trust is
eligible to claim the deduction provided by division (S) (12) of
this section in connection with the pass-through entity's farm

income.

Except for farm income attributable to the S portion of an
electing 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 farm income.

(13) Add the net amount of income described in section
641 (c) of the Internal Revenue Code to the extent that amount is

not included in federal taxable income.

(14) Add or deduct the amount the taxpayer would be
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required to add or deduct under division (A) (17) or (18) of this
section if the taxpayer's Ohio taxable income were computed in
the same manner as an individual's Ohio adjusted gross income is

computed under this section.

(T) "School district income" and "school district income

"

tax" have the same meanings as in section 5748.01 of the Revised

Code.

(U) As used in divisions (A) (7), (A) (8), (S) (6), and (S)
(7) of this section, "public obligations," "purchase
obligations," and "interest or interest equivalent" have the

same meanings as in section 5709.76 of the Revised Code.

(V) "Limited liability company" means any limited
liability company formed under Chapter 1705. or 1706. 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, member, shareholder, or equity investor in that

pass-through entity.

(X) "Banking day" has the same meaning as in section

1304.01 of the Revised Code.
(Y) "Month" means a calendar month.

(Zz) "Quarter" means the first three months, the second
three months, the third three months, or the last three months

of the taxpayer's taxable year.

(AA) (1) "Modified business income" means the business
income included in a trust's Ohio taxable income after such
taxable income is first reduced by the qualifying trust amount,

if any.
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(2) "Qualifying trust amount" of a trust means capital
gains and losses from the 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 income, but only if the following requirements are

satisfied:

(a) The book value of the qualifying investee's physical
assets in this state and everywhere, as of the last day of the
qualifying investee's fiscal or calendar year ending immediately
prior to the date on which the trust recognizes the gain or

loss, 1s available to the trust.

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

trust recognizes the gain or loss.

Any gain or loss that is not a qualifying trust amount is
modified business income, qualifying investment income, or

modified nonbusiness income, as the case may be.

(3) "Modified nonbusiness income" means a trust's Ohio
taxable income other than modified business income, other than
the qualifying trust amount, and other than qualifying
investment income, as defined in section 5747.012 of the Revised
Code, to the extent such qualifying investment income is not

otherwise part of modified business income.

(4) "Modified Ohio taxable income" applies only to trusts,
and means the sum of the amounts described in divisions (AA) (4)

(a) to (c) of this section:

(a) The fraction, calculated under section 5747.013, and
applying section 5747.231 of the Revised Code, multiplied by the

sum of the following amounts:
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(1) The trust's modified business income;

(ii) The trust's qualifying investment income, as defined
in section 5747.012 of the Revised Code, but only to the extent
the qualifying investment income does not otherwise constitute
modified business income and does not otherwise constitute a

qualifying trust amount.

(b) The qualifying trust amount multiplied by a fraction,
the numerator of which is the sum of the book value of the
qualifying investee's physical assets in this state on the last
day of the qualifying investee's fiscal or calendar year ending
immediately prior to the day on which the trust recognizes the
qualifying trust amount, and the denominator of which is the sum
of the book value of the qualifying investee's total physical
assets everywhere on the last day of the qualifying investee's
fiscal or calendar year ending immediately prior to the day on
which the trust recognizes the qualifying trust amount. If, for
a taxable year, the trust recognizes a qualifying trust amount
with respect to more than one qualifying investee, the amount
described in division (AA) (4) (b) of this section shall equal the
sum of the products so computed for each such qualifying

investee.

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

(d) of this section, its modified nonbusiness income.

(ii) With respect to a trust or portion of a trust that is
not a resident as ascertained in accordance with division (I) (3)
(d) of this section, the amount of its modified nonbusiness
income satisfying the descriptions in divisions (B) (2) to (5) of
section 5747.20 of the Revised Code, except as otherwise

provided in division (AA) (4) (c) (ii) of this section. With
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respect to a trust or portion of a trust that is not a resident
as ascertained in accordance with division (I) (3) (d) of this
section, the trust's portion of modified nonbusiness income
recognized from the sale, exchange, or other disposition of a
debt interest in or equity interest in a section 5747.212
entity, as defined in section 5747.212 of the Revised Code,
without regard to division (A) of that section, shall not be
allocated to this state in accordance 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 without regard to division (A) of that section.

If the allocation and apportionment of a trust's income
under divisions (AA) (4) (a) and (c) of this section do not fairly
represent the modified Ohio taxable income of the trust in this
state, the alternative methods described in division (C) of
section 5747.21 of the Revised Code may be applied in the manner

and to the same extent provided in that section.

(5) (a) Except as set forth in division (AA) (5) (b) of this
section, "qualifying investee" means a person in which a trust
has an equity or ownership interest, or a person or unit of
government the debt obligations of either of which are owned by
a trust. For the purposes of division (AA) (2) (a) of this section
and for the purpose of computing the fraction described in

division (AA) (4) (b) of this section, all of the following apply:

(1) If the qualifying investee is a member of a qualifying
controlled group on the last day of the qualifying investee's
fiscal or calendar year ending immediately prior to the date on
which the trust recognizes the gain or loss, then "qualifying
investee" includes all persons in the qualifying controlled

group on such last day.
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(ii) If the qualifying investee, or if the qualifying
investee and any members of the qualifying controlled group of
which the qualifying investee is a member on the last day of the
qualifying investee's fiscal or calendar year ending immediately
prior to the date on which the trust recognizes the gain or
loss, separately or cumulatively own, directly or indirectly, on
the last day of the qualifying investee's fiscal or calendar
year ending immediately prior to the date on which the trust
recognizes the qualifying trust amount, more than fifty per cent
of the equity of a pass-through entity, then the qualifying
investee and the other members are deemed to own the
proportionate share of the pass-through entity's physical assets
which the pass-through entity directly or indirectly owns on the
last 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 calendar year ending immediately prior to the date on

which the trust recognizes the qualifying trust amount.

(iii) For the purposes of division (AA) (5) (a) (iii) of this
section, "upper level pass-through entity" means a pass-through
entity directly or indirectly owning any equity of another pass-
through entity, and "lower level pass-through entity" means that

other pass-through entity.

An upper level pass-through entity, whether or not it is
also a qualifying investee, is deemed to own, on the last day of
the upper level pass-through entity's calendar or fiscal year,
the proportionate share of the lower level pass-through entity's
physical assets that the lower level pass-through entity
directly or indirectly owns on the last day of the lower level
pass-through entity's calendar or fiscal year ending within or
with the last day of the upper level pass-through entity's

fiscal or calendar year. If the upper level pass-through entity
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directly and indirectly owns less than fifty per cent of the
equity of the lower level pass-through entity on each day of the
upper level pass-through entity's calendar or fiscal year in
which or with which ends the calendar or fiscal year of the
lower level pass-through entity and if, based upon clear and
convincing evidence, complete information about the location and
cost of the physical assets of the lower pass-through entity is
not available to the upper level pass-through entity, then
solely for purposes of ascertaining if a gain or loss
constitutes a qualifying trust amount, the upper level pass-
through entity shall be deemed as owning no equity of the lower
level pass-through entity for each day during the upper level
pass—-through entity's calendar or fiscal year in which or with
which ends the lower level pass-through entity's calendar or
fiscal year. Nothing in division (AA) (5) (a) (iii) of this section
shall be construed to provide for any deduction or exclusion in

computing any trust's Ohio taxable income.

(b) With respect to a trust that is not a resident for the
taxable year and with respect to a part of a trust that is not a
resident for the taxable year, "qualifying investee" for that
taxable year does not include a C corporation if both of the

following apply:

(1) During the taxable year the trust or part of the trust
recognizes a gain or loss from the sale, exchange, or other
disposition of equity or ownership interests in, or debt

obligations of, the C corporation.
(ii) Such gain or loss constitutes nonbusiness income.

(6) "Available" means 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
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in which the trust recognizes the gain or loss.

(BB) "Qualifying controlled group" has the same meaning as

in section 5733.04 of the Revised Code.

(CC) "Related member" has the same meaning as in section

5733.042 of the Revised Code.
(DD) (1) For the purposes of division (DD) of this section:

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

qualifying corporation.

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

corporation, except either of the following:

(1) A corporation that has made an election 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;

(ii) A subsidiary that is wholly owned by any corporation
that has made an election 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 otherwise, no qualifying person indirectly owns any asset

directly or indirectly owned by any qualifying corporation.

(EE) For purposes of this chapter and Chapter 5751. of the

Revised Code:

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

trust.
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(2) A "qualified pre-income tax trust" 1is any pre-income
tax trust that makes a qualifying pre-income tax trust election

as described in division (EE) (3) of this section.

(3) A "qualifying pre-income tax trust election” is an
election by a pre-income tax trust to subject to the tax imposed
by section 5751.02 of the Revised Code the pre-income 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 more of the ownership or
equity interests. The trustee shall notify the tax commissioner
in writing of the election on or before April 15, 2006. The
election, if timely made, shall be effective on and after
January 1, 2006, and shall apply for all tax periods and tax

years until revoked by the trustee of the trust.

(4) A "pre-income tax trust" is a trust that satisfies all

of the following requirements:

(a) The document or instrument creating the trust was

executed by the grantor before January 1, 1972;

(b) The trust became irrevocable upon the creation of the

trust; and

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

the trust was created.

(FF) "Uniformed services" has the same meaning as in 10

U.s.Cc. 101.

(GG) "Taxable business income" means the amount by which
an individual's business income that is included in federal
adjusted gross income exceeds the amount of business income the
individual is authorized to deduct under division 4A3+H—(A)
(28) of this section for the taxable year.
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(HH) "Employer" does not include a franchisor with respect
to the franchisor's relationship with a franchisee or an
employee of a franchisee, unless the franchisor agrees to assume
that role in writing or a court of competent jurisdiction
determines that the franchisor exercises a type or degree of
control over the franchisee or the franchisee's employees that
is not customarily exercised by a franchisor for the purpose of
protecting the franchisor's trademark, brand, or both. For
purposes of this division, "franchisor" and "franchisee" have

the same meanings as in 16 C.F.R. 436.1.

(ITI) "Modified adjusted gross income" means Ohio adjusted
gross income plus any amount deducted under division (A) (28) of

this section for the taxable year.

(JJ) "Qualifying Ohio educator" means an individual who,
for a taxable year, qualifies as an eligible educator, as that
term is defined in section 62 of the Internal Revenue Code, and
who holds a certificate, license, or permit described in Chapter

3319. or section 3301.071 of the Revised Code.
Sec. 5747.10. (A) As used in this section:

(1) "Audited partnership" means a partnership subject to
an examination by the internal revenue service pursuant to
subchapter C, chapter 63, subtitle F of the Internal Revenue

Code resulting in a federal adjustment.

(2) (a) "Direct investor" means a partner or other investor

that holds a direct interest in a pass-through entity.

(b) "Indirect investor" means a partner or other investor
that holds an interest in a pass-through entity that itself
holds an interest, directly or through another indirect partner

or other investor, in a pass-through entity.
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(3) "Exempt partner" means a partner that is neither a
pass-through entity nor a person subject to the tax imposed by

section 5747.02 of the Revised Code.

(4) "Federal adjustment" means a change to an item or
amount 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 from an action or examination by the
internal revenue service, or from the filing of an amended
federal tax return, a claim for a federal tax refund, or an
administrative adjustment request filed by a partnership under

section 6227 of the Internal Revenue Code.

(5) "Federal adjustments return" means the form or other
document prescribed by the tax commissioner for use by a

taxpayer in reporting final federal adjustments.

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

following:

(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

corresponding federal partnership audit;

(b) The person designated, on a form prescribed by the tax
commissioner, to serve as the partnership's representative
during the state partnership audit. The commissioner may
establish reasonable qualifications and procedures for a person
to be designated as a state partnership representative under

this division.

(7) A federal adjustment is "final" or "agreed to or

finally determined for federal income tax purposes" on any of
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the following:

(a) The day after which the period for appeal of a federal

assessment has expired;

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

revenue service; or

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

date on which the last party signed the agreement.

(B) (1) If any of the facts, figures, computations, or
attachments required in a taxpayer's annual return to determine
the tax charged by this chapter or Chapter 5748. of the Revised
Code must be altered as the result of a final federal
adjustment, and the federal adjustment is not required to be
reported under division (C) of this section, the taxpayer shall
file an amended return with the tax commissioner in such form as
the commissioner requires. The amended return shall be filed not
later than ninety days after the federal adjustment has been

agreed to or finally determined for federal income tax purposes.

(2) "One hundred eighty" shall be substituted for "ninety"
in divisions (B) (1) and (E) (1) of this section if, for any
taxable year, the final federal adjustment results from taxes
paid by the taxpayer on an amount described in division 4A34)—
(A) (32) of section 5747.01 of the Revised Code.

(C) Except for adjustments required to be reported for
federal purposes pursuant to section 6225(a) (2) of the Internal
Revenue Code and adjustments that are taken into account on a
federal amended return or similar report filed pursuant to
section 6225 (c) (2) of the Internal Revenue Code, partnerships

and partners shall report final federal adjustments and make
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payments as required under division (C) of this section.

(1) With respect to an action required or permitted to be
taken by a partnership under this section, and any petition for
reassessment or appeal to the board of tax appeals or any court
with respect to such an action, the state partnership
representative shall have the sole authority to act on behalf of
the audited partnership, and the partnership's direct and

indirect investors shall be bound by those actions.

(2) Unless an audited partnership makes the election 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 adjustment is final:

(i) File a federal adjustments return with the tax
commissioner, including a copy of the notifications provided

under division (C) (2) (a) (1i) 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 adjustments;

(1iii) 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 investors had the final federal

adjustments been reported properly on the original filing.

(b) Each direct investor that is subject to the tax
imposed 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 adjustments reported to the direct
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investor under division (C) (2) (a) of this section, and pay any
additional tax due, within ninety days after the audited
partnership files its federal adjustments return with the

commissioner.

(c) (1) 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
payment requirements of Chapters 5733. and 5747. of the Revised
Code are subject to the reporting and payment requirements of
division (C) (2) or, upon a timely election, division (C) (3) of

this section.

(1i) Such direct and indirect investors shall make the
required returns and payments within ninety days after the
deadline for filing and furnishing statements under section
6226 (b) (4) of the Internal Revenue Code and applicable treasury

regulations.

(3) If an audited partnership makes the election under
this division, the audited partnership, through its state
partnership representative, shall do all of the following within

ninety days after all federal adjustments are final:

(a) File a federal adjustments return with the tax
commissioner indicating the partnership has made the election

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

(b) Pay the amount of combined additional tax due under
division (D) (2) of this section, calculated by multiplying the
highest rate of tax set forth in section 5747.02 of the Revised

Code by the sum of the following:

(i) The distributive shares of the final federal

adjustments that are allocable or apportionable to this state of
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each investor who is a nonresident taxpayer or pass—-through

entity;

(1ii) The distributive share of the final federal

adjustments for each investor who is a resident taxpayer.

(c) Notify each of its direct investors, on a form
prescribed by the commissioner, of the investor's distributive
share of the final federal adjustments and the amount 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 amended return or pay tax otherwise 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 section.

(b) (1) Nothing in division (C) of this section precludes a
direct or indirect investor in the audited partnership from
filing a return to report the investor's share of the final
federal adjustments. Such an investor who files a return and
reports the income related to the final federal adjustments is
entitled to a refundable credit for taxes paid by the audited
partnership under division (C) (3) (b) of this section. The credit
shall be computed and claimed in the same manner as the credit
allowed under division (I) of section 5747.08 of the Revised

Code.

(ii) Notwithstanding division (C) (4) (b) (1) of this
section, an exempt partner, whether a direct or indirect
investor, may file an application for refund of its
proportionate share of the amounts erroneously paid by the
audited partnership pursuant to division (C) (3) (b) of this

section on the exempt partner's behalf.
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(5) Upon request by an audited partnership, the tax
commissioner may agree, in writing, to allow an alternative
method of reporting and payment than required by disisiens—
division (C) (2) or (3) of this section. The request must be
submitted to the commissioner in writing before the applicable
deadline for filing a return under division (C) (2) (a) or (3) of
this section. The commissioner's decision on whether to enter
into an agreement under this division is not subject to further

administrative review or appeal.

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

either of the following:

(a) A resident taxpayer from filing a return to claim the
credit under division (B) of section 5747.05 or division (D) (2)
of section 5747.02 of the Revised Code based upon any amounts
paid by the audited partnership on such investor's behalf to

another state.

(b) The tax commissioner from issuing an assessment under
this chapter against any direct or indirect investor for taxes
due from the investor if an audited partnership, or direct and
indirect investor of an audited partnership that is a pass-
through entity, fails to timely file any return or remit any
payment required by this section or underreports income or
underpays tax on behalf of an indirect investor who is a

resident taxpayer.

(D) In the case of an underpayment, and unless otherwise

agreed to in writing by the tax commissioner:

(1) The taxpayer's amended return shall be accompanied by
payment of any combined additional tax due together with

interest thereon. An amended return required by this section is
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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,
computations, or attachments from a previously filed return no
longer subject to assessment that are not affected, either
directly or indirectly, by the final federal adjustment to the

taxpayer's federal income tax return.

(2) The audited partnership's federal adjustments return
shall be accompanied by payment of any combined additional tax
due together with interest thereon. The federal adjustments
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, computations, or attachments from a
previously filed return no longer subject to assessment that are
not affected, either directly or indirectly, by the final

federal adjustment.

(3) The tax commissioner may accept estimated payments of
the tax arising from pending federal adjustments before the date
for filing a federal adjustments return. The commissioner may

adopt rules for the payment of such estimated taxes.

(E) In the case of an overpayment, and unless otherwise

agreed to in writing by the tax commissioner:

(1) A taxpayer may file an application for refund under
this division 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

otherwise conforms to the requirements of such section. An
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application filed under this division shall claim refund of
overpayments resulting from alterations to only those facts,
figures, computations, or attachments required in the taxpayer's
annual return that are affected, either directly or indirectly,
by the final federal adjustment to the taxpayer's federal income
tax return unless it is also filed within the time prescribed in
section 5747.11 of the Revised Code. It shall not reopen those
facts, figures, computations, or attachments that are not
affected, either directly or indirectly, by the adjustment to

the taxpayer's federal income tax return.

(2) (a) Except as otherwise 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 adjustments return, even if it
is filed beyond the period prescribed by section 5747.11 of the
Revised Code, if it otherwise conforms to the requirements of
that section. An application filed under this division may claim
a refund of overpayments resulting only from final federal
adjustments unless it is also filed within the time prescribed
by section 5747.11 of the Revised Code. It shall not reopen
those facts, figures, computations, or attachments that are not
affected, either directly or indirectly, by the federal

adjustment.

(b) An audited partnership may not file an application for
refund under division (E) of this section based on final federal
adjustments described in section 6225 (a) (2) of the Internal

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 amounts previously claimed as a credit under
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section 5747.059 or division (I) of section 5747.08 of the 2540
Revised Code by the pass-through entity's direct or indirect 2541
investors. 2542
(F) Excluding the deadline in division (C) (2) (c) (ii) of 2543

this section, an audited partnership, or a direct or indirect 2544
investor of an audited partnership that is a pass-through 2545
entity, may automatically extend the deadline for reporting, 2546
payments, and refunds under this section by sixty days if the 2547
entity has ten thousand or more direct investors and notifies 2548
the commissioner of such extension, in writing, before the 2549
unextended deadline. 2550
Sec. 5747.70. (A) In computing Ohio adjusted gross income, 2551

a deduction from federal adjusted gross income is allowed to a 2552
cortributor—for—the—amount—contributed—during—the—taxabte—year 2553
taxpayver who contributes to a—Farisble—ecollege—Savings—program— 2554
aecount—and—teo—a—purehaser—of—or purchases tuition units under 2555
he—oh+eo—cottege—Saviras—program——oereared—o hraete 4—o 2556
Reviged—Cede—a qualified tuition program established in 2557
accordance with section 529 of the Internal Revenue Code. The 2558
amount of the deduction shall equal the amount contributed or 2559
purchased during the taxable year to the extent that the amounts 2560
of such contributions and purchases were not deducted in 2561
determining the contributor's or purchaser's federal adjusted 2562
gross income for the taxable year. The combined amount of 2563
contributions and purchases deducted in any taxable year by a 2564
taxpayer or the taxpayer and the taxpayer's spouse, regardless 2565
of whether the taxpayer and the taxpayer's spouse file separate 2566
returns or a joint return, is limited to four thousand dollars 2567
for each beneficiary for whom contributions or purchases are 2568
made. If the combined annual contributions and purchases for a 2569

beneficiary exceed four thousand dollars, the excess may be 2570
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carried forward and deducted in future taxable years until the

contributions and purchases have been fully deducted.

(B) In computing Ohio adjusted gross income, a deduction

from federal adjusted gross income is allowed for:

(1) Income related to tuition units and contributions that
as of the end of the taxable year have not been refunded

pursuant to the termination of a gualified tuition program
payment contract or wariablte—eellege—savings—proegram—account

PERS] P n 222/
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£ +the RewvisedCedes—to the extent that

such income is included in federal adjusted gross income.

(2) The excess of the total purchase price of tuition
units refunded during the taxable year pursuant to the
termination of a gualified tuition program payment contract
wRder—section—3334-10—of—+the Revised—~Cede—over the amount of the
refund, to the extent the amount of the excess was not deducted
in determining federal adjusted gross income. Division (B) (2) of
this section applies only to units for which no deduction was

allowable under division (A) of this section.

(C) In computing Ohio adjusted gross income, there shall
be added to federal adjusted gross income the amount of loss
related to tuition units and contributions that as of the end of
the taxable year have not been refunded pursuant to the

termination of a gualified tuition program payment contract or

Al
>
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of—+he Revised Cedes—to the extent that such loss was deducted

in determining federal adjusted gross income.

(D) For taxable years in which distributions or refunds

are made under a gualified tuition paymept—or—ariakle—ecollege

savings—program—eontract—program for any reason other than
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payment of higher education expenses, or the beneficiary's
death, disability, or receipt of a scholarship as described in

section 3334.10 of the Revised Code:

(1) If the distribution or refund is paid to the purchaser
or contributor or beneficiary, any portion of the distribution
or refund not included in the recipient's federal adjusted gross
income shall be added to the recipient's federal adjusted gross
income in determining the recipient's Ohio adjusted gross
income, except that the amount added shall not exceed amounts
previously deducted under division (A) of this section less any
amounts added under division (D) (1) of this section in a prior

taxable year.

(2) If amounts paid by a purchaser or contributor on or
after January 1, 2000, are distributed or refunded to someone
other than the purchaser or contributor or beneficiary, the
amount of the payment not included in the recipient's federal
adjusted gross income, less any amounts added under division (D)
of this section in a prior taxable year, shall be added to the
recipient's federal adjusted gross income in determining the

recipient's Ohio adjusted gross income.

Section 2. That existing sections 3735.65, 3735.66,
3735.671, 3735.672, 3735.673, 3735.68, 3735.69, 5709.631,
5709.82, 5709.85, 5747.01, 5747.10, and 5747.70 of the Revised

Code are hereby repealed.

Section 3. The amendment by this act of section 5747.70 of
the Revised Code applies to taxable years beginning on or after

January 1, 2023.

Nothing in this act limits the ability of a taxpayer whose

combined contributions to an Ohio variable college savings
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program account and purchases of tuition units under the Ohio
college savings program for a beneficiary exceeded four thousand
dollars in a taxable year beginning before January 1, 2023, from
carrying forward and deducting the excess in taxable years

beginning on or after January 1, 2023.

Section 4. Section 5747.01 of the Revised Code 1is
presented in this act as a composite of the section as amended
by H.B. 18, H.B. 197, S.B. 26, and S.B. 276 all of the 133rd
General Assembly. The General Assembly, applying the principle
stated in division (B) of section 1.52 of the Revised Code that
amendments are to be harmonized if reasonably capable of
simultaneous operation, finds that the composite is the
resulting version of the section in effect prior to the

effective date of the section as presented in this act.

Section 5. Pursuant to division (G) of section 5703.95 of
the Revised Code, which states that any bill introduced in the
House of Representatives or the Senate that proposes to enact or
modify one or more tax expenditures should include a statement
explaining the objectives of the tax expenditure or its
modification and the sponsor's intent in proposing the tax

expenditure or its modification:

The objective of this act is to provide the same tax
benefit to all families saving for college in Ohio. Currently,
only families investing in Ohio's 529 college savings plan
receive the $4,000 deduction against their taxable income. The
underlying goal is to encourage all Ohio taxpayers to invest in
a 529 college savings account to plan for the cost of going to
college. This act extends the same tax benefit to all Ohio
families paying state income taxes regardless of whether they

invest in Ohio's plan or another state's plan that may be a
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better option for their family needs. This act also provides
competition for Ohio's college savings plan to ensure families
investing in Ohio's plan obtain the highest possible return on
their investment at the lowest possible cost associated with the

plan.
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