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OMA Tax Policy Committee 
June 8, 2016 

 
AGENDA 

 
Welcome & Self-Introductions: Michele Kuhrt, Chairman 

Lincoln Electric 
 
Guest Speakers 

 
Julie Jurosic, Anchor Financial Services  
 
Mark Blawas, RSM US LLP 

 
OMA Public Policy Report 
 
OMA Counsel’s Report 
 
 

 
Rob Brundrett, OMA Staff 
 
Mark Engel, Bricker & Eckler LLP 
 
 

  
Please RSVP to attend this meeting (indicate if you are attending in-person or by 
teleconference) by contacting Denise: dlocke@ohiomfg.com or (614) 224-5111 or toll 
free at (800) 662-4463. 
 
Additional committee meetings or teleconferences, if needed, will be scheduled at the 
call of the Chair. 
 

Thanks to Today’s Meeting Sponsor: 
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Anchor is a non-profit, 
mission-driven lender dedicated 
to providing financing to 
America’s communities. 

OHIO B2B ADVANTAGE

1070 COMMERCE DRIVE 
BUILDING 1, SUITE 100
PERRYSBURG, OHIO 43551

ANCHOR
CAPITAL FOR A COMMON GOAL

OFFICE: 419 873 8322
FAX: 855 326 1348
ANCHORSBA.COM

Purchases, expansion, new construction, renovations, leasehold 
improvements, long-term machinery & equipment.

Use of proceeds
fixed assets only

Origination fee 1.5% of loan amount, plus up to $2,500 in closing costs.

Eligibility Business must operate for profit and be related to industry, commerce, 
distribution, or research activities (i.e. wholesale business-to-business). 
Refinances and final-point-of-purchase (i.e. retail) projects are not eligible.

Maturity Machinery & equipment: up to 10 years. Real estate: up to 20 years 
(no penalty for early pay o�).

Interest rates Fixed rate of 2/3 WSJ Prime determined at the time of closing.

Collateral Mortgage and/or lien on assets being financed.

Maximum loan amount $500,000 (up to 75% of total project costs).

Since 1996, Anchor has represented 
the Ohio Development Services 
Agency’s (ODSA) Regional 166 
Loan Program. This loan fund 
provides Ohio’s growing businesses 
with short-term, below-market, 
fixed-rate financing. This program 
is a proven economic development 
tool for manufacturing clients 
creating jobs and expanding their 
business within Ohio’s borders...

Promoting economic development is one of the key Agency objectives, and as such, job creation 
and/or retention will be taken into consideration. Priority will be given to eligible projects with 
higher wage and job creation commitments or projects located in a Priority Investment Area.

JOB CREATION COMPONENT
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SBA subordinates lien on fixed assets financed leaving bank partner 
with 50% loan-to-value (LTV).

Only the unguaranteed portion counts against your regulatory loan limit.

10% injection allows borrowers to preserve working capital for future 
business growth.

The flexibility to help attract new prospects and keep current customers.

REAL ESTATE ADVANTAGE

1070 COMMERCE DRIVE 
BUILDING 1, SUITE 100
PERRYSBURG, OHIO 43551

ANCHOR
CAPITAL FOR A COMMON GOAL

OFFICE: 419 873 8322
FAX: 855 326 1348
ANCHORSBA.COM

Purchases, expansion, new construction, renovations, leasehold 
improvements, long-term machinery & equipment.

Use of proceeds
fixed assets only

Origination fee Approximately 3.5% of SBA loan amount, plus up to $2,500 in closing 
cost…all of which is financed within SBA 504 loan.

Eligibility 
(must be less than)

$15 million tangible net worth
$5 million average net income

Business must operate for profit and fall within the size standard. 
Loans cannot be made to businesses engaged in speculation or 
investment in rental real estate.

Maturity
no accelerated payments

Machinery & equipment: 10 years.
Real estate: 20 years.

Interest rate Bank portion is determined by lender. SBA 2nd lien is fixed and 
determined at the time of sale (approx. 45 days after closing).

Collateral Second mortgage or lien on assets being financed. 20% and greater owners 
must personally guarantee (includes real estate holding company).

Maximum loan amount
up to 40% of total project

$5.0 million ($5.5 million for small manufacturers).

Anchor is a non-profit, 
mission-driven lender dedicated 
to providing financing to 
America’s communities. 

Administered by Anchor since 
1996, the SBA’s CDC/504 loan 
program provides today’s 
growing businesses with 
long-term, below-market, 
fixed-rate subordinate 
financing. This program is a 
proven success and win-win for 
both borrower and lender alike 
by enabling them to...

DECREASE RISK:

DECREASE EXPOSURE:

DECREASE DOWN PAYMENT:

INCREASE COMPETITIVENESS:
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COMMONLY ASKED QUESTIONS REGARDING THE SBA 504 DIRECT LOAN PROGRAM 

1070 COMMERCE DRIVE 
BUILDING 1, SUITE 100
PERRYSBURG, OHIO 43551

ANCHOR
CAPITAL FOR A COMMON GOAL

OFFICE: 419 873 8322
FAX: 855 326 1348
ANCHORSBA.COM

They are in the business of providing short term needs. If the agreement were 
long term – they would be apartments and not qualified. Also, you generally 
need to look to “value added” services so that it is not just investment property. 

How do some of the specialty properties 
such as hotels or assisted living fit under the 

owner-occupied criteria that are required? 

Title insurance is required on the SBA’s portion and is coordinated by Anchor’s 
closing agent. An environmental investigation is required on all commercial 
property in which the SBA has a security interest. A records search with risk 
assessment (RSRA) may be used in place of a phase 1. However, if the study 
reports the property as “high risk” a phase 1 will be required. 

What are the SBA’s environmental 
and title insurance requirements? 

The CDC will perform its own underwriting of the loan, just as the bank does. 
Generally, in addition to making sure the loan meets all of the eligibility 
requirements – determine the anticipated cash flow coverage, review and 
analyze the projections and other normal underwriting activities. 

What is Anchor’s underwriting criteria? 

The authorization includes a clause which would allow the SBA to not fund if 
there is “unremedied adverse change.” The likelihood of this being used is 
actually very small. However, there was one example where a borrower passed 
away and the ownership of the company was yet unsettled. This was an 
adverse change until it was remedied.

What is the level of risk and can you 
give examples where Anchor is unwilling 

to purchase their share of a project? 

The 504 loan is direct take-out financing. Once funded, the borrower will remit 
payments directly on each of the separate loans - bank 1st lien and SBA 504 
loan. The borrower/guarantors are required annually to submit tax returns and 
updated PFS. The bank however has no annual SBA reporting requirements or 
ongoing commitments. Much like participatory financing, the bank should work 
with Anchor regarding insurance proceeds, easements, and any other 
borrower concerns/requests that may come up. In the event of default, the 
SBA is a 2nd lien holder separate from the bank’s 1st lien and therefore, will 
determine its own liquidation procedures apart from the bank. 

After the 504 loan funds, what ongoing 
SBA requirements are there?

Generally yes, because they are required to guaranty the SBA’s 2nd, however 
it’s not mandatory on the 1st. 

Is it typically required for the 504 
borrower to personally guarantee the 

first mortgage loan? 

Yes. This letter represents a commitment to lend/take-out, with the exception 
of an adverse change stipulation that allows the SBA to hold funding for 
unforeseen/unusual changes. The FDIC considers the guarantee to be 
unconditional since the adverse change clause would only occur because of 
circumstances outside of the bank’s control. (12 CFR Sec. 32.3)

Is a 504 commitment letter adequate for 
a legal lending limit exemption? 

The 504 loan program is only available for fixed asset costs. As such, goodwill 
can not be included in the project costs and thereby financed by the SBA 504 
loan. The bank could lend for ineligible project costs outside of the scope of 
the SBA. Typically, seller financing is also acceptable for these costs.

I have run into situations where the 504 
does not allow certain costs to be 

included in the project and will not lend 
on them, such as goodwill or FF&E. Why 

is this and how does it get financed?

Yes. And actually if the land was owned for more than 2 years – it could be 
injected at the appraised value rather than the original cost. The project may 
include land, no matter how long it has been held. The value of the land will be at 
cost if acquired within two years of application. If the land was acquired prior to 
that time, the value also will be at cost unless the small business submits a 
professional appraisal acceptable to SBA establishing a di�erent value. The 
appraisal should include the sales history of the property during the last five 
years. The appraisal must be conducted by a party other than the borrower, its 
associates, or the present mortgagee. 

If the borrower wants to construct a 
building that will cost approximately 
$2.5 million for the building and the 

land is paid for, will the land be 
considered as the borrower's 10% 

equity into the project? 
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TO:   OMA Tax Policy Committee 
FROM:  Rob Brundrett 
SUBJECT:  Tax Public Policy Report 
DATE:  June 8, 2016 
             
 
Overview 
The General Assembly wrapped up their first half work with a flurry of activity the last full 
week in May.  Among the major issues passed shortly before midnight was a package 
that would address the near term issues with the state’s unemployment compensation 
debt. 
 
The General Assembly is not expected to return to action until after the November 
elections.  Although the Senate has scheduled two weeks of session in late September / 
early October.  The lame duck session after the general election is predicted to be 
extremely busy. 
 
The Administration will begin to prepare its final budget in the fall.  There is concern 
there will be a budget hole to the tune of $1 billion that will need to be filled. 
 
State Financial Condition 
First-quarter real GDP growth slowed to 0.5% from 1.4% in the fourth quarter. 
Recent economic data suggest that growth will pick up during the year. 
 
Ohio nonfarm payroll employment increased by 18,300 jobs in March and the 
unemployment rate drifted higher to 5.2% as the labor force swelled. 
 
The consumer sector remains strong, while manufacturing continues to face headwinds 
and construction remains in an uptrend. 
 
Tax Legislation 
2020 Tax Policy Study Commission 
The Study Commission continues to hold monthly hearings to discuss the various 
aspects of Ohio’s tax climate.  The OMA has testified twice before the committee.  First 
the OMA testified on general tax conditions and impacts on manufacturing.  The second 
time, the OMA testified specifically on tax credits.   
 
Co-chairman Jeff McClain from the House is to be replaced by new House Ways and 
Means Chairman Tim Schaffer.  The committee is expected to be active over the course 
of the summer. 
 
The Study Commissions plans to have some recommendations for the next budget.  The 
OMA tax committee should consider providing a white paper to the Study Commission 
with its suggestions and observations. 
 
House Bill 9 – tax expenditure review committee 
HB 9 was introduced by Representative Boose (R-Norwalk).  The bill creates a Tax 
Expenditure Review Committee that would periodically review existing and proposed tax 
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expenditures.  The Senate had a watered down verision of this committee operate 
during the budget process.  The OMA testified several times in front of the committee to 
discuss why certain tax expenditures were important and why others should be removed 
from Ohio’s tax code.  The bill was voted out of the Senate on May 25.  However due to 
an amendment dealing with controlling board, the bill has been held up. 
 
Senate Bill 88 – CAT credit 
Sponsored by Sen. Charleta Tavares (D-Columbus) would create tax credits, including 
CAT credits, for the employment of individuals who have been convicted of criminal 
offenses.  The bill has not had any hearings.  Nor is it expected to move. 
 
House Bill 102 – CAT credit 
House Bill 102 sponsored by Reps. Niraj Antani (R-Miamisburg) and Hearcel Craig (D-
Columbus), would provide a bid preference for state contracts to a veteran-owned 
business and would have authorize a personal income and CAT credit for a business 
that hires and employs a veteran for at least one year.  However the sponsors 
introduced a substitute version of the bill at its first hearing removing the CAT provisions 
from the bill.  The bill only received a first hearing for sponsor testimony last year. 
 
House Bill 176 – CAT credit 
House Bill 176 sponsored by Reps. Hall (R-Millersburg) and O’Brien (D-Bazetta) creates 
the Gaseous Fuel Vehicle Conversion Program.  The bill allows a credit against the 
income or commercial activity tax for the purchase or conversion of alternative fuel 
vehicle.  It reduces the amount of sales tax due on the purchase or lease of a qualifying 
electric vehicle by us to $500.  It applies the motor fuel tax to the distribution or sale of 
compressed natural gas.  The bill also authorizes a temporary, partial motor fuel tax 
exemption for sales of compressed natural gas used as motor fuel.  The bill was 
introduced in the previous General Assembly, but stalled in the legislative process.  
Earlier this year it was passed out of House Ways and Means Committee.  The bill was 
re-referred to Finance Committee and voted out of committee last November. 
 
House Bill 182 – JEDDs reorganization 
House Bill 182 sponsored by Representative Schuring (R-Canton) would revise the law 
governing the creation and operation of joint economic development districts (JEDDs) 
and enterprise zones.  Amongst the changes the bill establishes a procedure permitting 
the owner of a business operating in the unincorporated territory of a JEDD to apply for 
exemption from the JEDD income tax on behalf of the business and its employees.  The 
Senate finished their work at the end of May and the bill was passed by both Chambers. 
 
Senate Bill 198 – non-resident municipal income tax 
SB 198 was introduced by Senator Jordan (R-Ostrander).  The bill prohibits municipal 
corporations from levying an income tax on nonresidents’ compensation for personal 
services or on net profits from a sole proprietorship owned by a nonresident.  This bill 
has opposition from Ohio’s cities and villages.  The bill had one hearing last fall.  It is not 
expected to move. 
 
House Bill 232 – seller use tax collection 
HB 232 was introduced by Representatives Grossman (R-Grove City) and Scherer (R-
Circleville.  The bill prescribes new criteria for determining whether sellers are presumed 
to have substantial nexus with Ohio and therefore required to register to collect use tax 
to allow sellers presumed to have substantial nexus rebut that presumption, and to 
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require a person, before the person enters into a sale of goods contract with the state, to 
register, along with the person’s affiliates, to collect use tax.  The bill has not had a 
hearing. 
 
Senate Bill 235 – increased value property tax 
Senate Bill 235 was introduced by Senators Beagle (R-Tipp City) and Coley (R-Liberty 
Township) and would exempt from property tax the increased value of property on which 
industrial or commercial development is planned until construction of new commercial or 
industrial facilities at the property commences.  The bill was passed by the Senate in late 
May and is supported by local chambers of commerce. 
 
Senate Bill 246 / House Bill 398 – change the CAUV computation 
Senator Hite (R-Findley) and Representative Hill (R-Zanesville) introduced companion 
bills to require that the computation of the capitalization rate for the purposes of 
determining CAUV of agricultural land be computed using a method that excludes 
appreciation and equity buildup and to stipulate that CAUV land used for a conservation 
practice or enrolled in a federal land retirement or conservation program for at least 
three years must be valued at the lowest of the values assigned on the basis of soil type. 
 
The bill is proving to be controversial due to the fact that agriculture land is already taxed 
at a reduced rate compared to residential and commercial property.  The Senate and 
House bills have had a combined six hearings to vet the issue. 
 
Senate Bill 264 / House Bill 454 – permanent holiday sales tax 
Last year Ohio passed a pilot project to exempt sales tax during one week of back to 
school shopping.  There is interest in making that a permanent tax break.  The General 
Assembly quickly passed the Senate version earlier this year. 
 
Senate Bill 288 – income tax for pass through entities reform 
SB 288 was introduced by Senator Eklund (R-Munson Township).  The bill revises the 
law governing how taxes on income from pass-through entities is to be reported and 
paid by the entities and their investors.  The bill has had two official hearings. 
 
Senate Bill 289 / House Bill 475 – increase the motion picture tax credit 
The motion picture tax credit companion bills sponsored by Senator Patton (R-
Strongsville) and Representative Schuring (R-Canton) would expand the current motion 
picture tax credit.  The bills would be applied against the current credit against the 
commercial activity tax.  A version of HB 475 was amended into HB 390 and passed. 
 
Senate Bill 310 – capital appropriations 
SB 310 was introduced by Senator Oelslager (R-Canton).  The capital bill is expected to 
move quickly.  It is scheduled to leave the Senate this week after only one week of 
hearings.  It is expected to have strong bi-partisan support.  The bill provides funding for 
capital projects across the state and in all the legislative districts.  The bill was quick 
passed and signed by the Governor in May. 
 
House Bill 343 – remove sale tax on temp employees 
HB 343 was introduced by Representatives Romanchuk (R-Mansfield) and Young (R-
Leroy Township).  The bill would exempt employment services and employment 
placement services from sales and use tax. 
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This is a priority tax issue for manufacturers who in Ohio must pay sales tax on their 
temporary employees.  The OMA has strongly advocated for this tax relief for 
manufacturers over the past two budget cycles. 
 
The bill was finally voted out of House Committee during an extremely busy May. 
 
The OMA and members Whirlpool and Cargill testified in support of the measure last fall. 
 
House Bill 355 – employee misidentification 
Rep. Wes Retherford (R – Hamilton) has introduced a bill, HB 355, that would turn the 
Bureau of Workers’ Compensation (BWC) into an agency that would police businesses 
in their classifications of employees and independent contractors. 
 
Under the bill, the BWC would be authorized to enter and inspect all of the offices and 
job sites maintained by an employer who is the subject of a complaint that an employer 
is misclassifying an employee.  The BWC would be authorized to issue stop work orders 
and fines. 
 
For many many years, organized labor has attempted to create a de facto Department of 
Labor at the state level.  That’s what this one is after.  It is a really bad idea. 
 
There have been two interested stakeholder meetings regarding the bill.  The OMA has 
weighed in on several occasions regarding the provisions in the bill.   
 
House Bill 390 – unemployment compensation pay off 
During the May legislative session HB 390 morphed into a catch all for tax and finance 
provisions.  Two bills important to manufacturers were amended into HB 390, and one 
stand alone provision was also included. 
 
The bill incorporated the portions of HB 473 that required voter approval before a county 
may levy a new utilities services tax.  The amendment was in response to a controversy 
that occurred in Hamilton County when the commissioners attempted to levy the tax 
without the input of the voters. 
 
Second the bill incorporated HB 475 and expanded the motion picture tax credit.  The 
General Assembly okayed the amendment to House Bill 390 which expanded Ohio’s 
current motion picture tax credit.  The action, would have increased the total amount of 
credits that may be awarded from $20 million per fiscal year to $75 million per fiscal 
year.  The vast majority of the claimed credits are taken against the commercial activity 
tax (CAT). 
 
The legislature scaled back the proposal, opposed by the OMA, by almost half by 
reducing the amount of allowable credits to $40 million per fiscal year and disallowing 
any carryover of credits if less than $40 million is awarded in any year. 
 
OMA opposes carve outs and credits to the CAT as they threaten its broad-base and low 
rate. 
 
Finally the General Assembly used HB 390 as the vehicle to address the state’s 
unemployment compensation debt.  The General Assembly agreed to a deal with the 
intention to eliminate the state’s recession-era unemployment compensation debt to the 
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federal government.  The move supported by the OMA and other business allies will 
potentially save Ohio’s businesses more than $400 million in FUTA penalties.  Without 
this fix employers were staring at a possible $168 per employee penalty to be paid in 
2017. 
 
The new plan will borrow from the state’s unclaimed funds to pay off the debt in 
November 2016.  Then employers will repay the state-backed loan by paying a per 
employee surcharge in 2017.  This surcharge is estimated to be $50.  Overall, the plan 
will save employers around $70 per employee in 2017. 
 
This bill is on Governor Kasich’s desk for signature. 
 
While the General Assembly addressed the short term debt issue, the new plan does not 
address the long term solvency of the system due to the structural imbalance that 
contributed to the heavy borrowing. 
 
House Bill 394 – unemployment compensation reform 
HB 394 was introduced last November by Representative Sears (R-Monclova 
Township).  The bill is a priority for the OMA and its business community allies.  Ohio is 
one of two states that continue to carry debt owed to the federal government due to its 
insolvent unemployment trust fund.  The bill offers a balanced package of reforms to pay 
off the debt and build solvency in the system to prevent another major solvency issue in 
the next recession. 
 
The bill has had multiple hearings in the House Insurance Committee.  The OMA and its 
business allies hired a national expert to testify and set the record straight regarding the 
provisions of the bill to the General Assembly. 
 
House and Senate leaders have established a six person work group to tackle the issue 
with a promise of passing the bill in the lame duck session after the elections.  The 
working group is committed to passing a form of HB 394 as was reiterated during the HB 
390 debate. 
 
House Bill 467 – unemployment compensation debt 
HB 467 was introduced by Representative Butler (R-Oakwood).  The bill establishes a 
loan from the Budget Stabilization Fund to the Unemployment Compensation Fund, to 
require the Director of Job and Family Services to recommend a program to incentivize 
the purchase of private unemployment insurance, and to require a study on the solvency 
of the Unemployment Compensation Fund.  However, while the bill finds a way to pay off 
the debt prior to November 2016, it does nothing to address the long term solvency 
issues of the fund.   
 
House Bill 473 – utility service tax levy 
HB 473 was introduced by Representative Amstutz (R-Wooster).  The bill would require 
voter approval before a county may levy a new utilities services tax among other issues.  
The bill is in response to a controversy that occurred in Hamilton County when the 
commissioners attempted to legally levy the tax without the input of the voters.  The bill 
was amended into HB 390. 
 
House Bill 491 – CAT tax credit pilot program 
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HB 491 was introduced by Representative Anielski (R-Walton Hills).  The bill creates a 
five-year pilot program whereby taxpayers with facilities in this state with activated 
foreign trade zone status may claim a nonrefundable commercial activity tax credit equal 
to the amount redeployed by the taxpayer to job creation or other specified projects.  
 
The bill has had two hearings. 
 
Tax News    
Tax Foundation Rankings – Ohio 19th in State & Local Tax Rates 
According to recently released data from the Tax Foundation, Ohio’s combined state and 
local tax rate is 7.14%.  That ranks us 19th among the states (higher ranking = lower 
rates). 
 
The highest rate in the land?  Tennessee at 9.46%.  The lowest?  Alaska at 1.78%. 
 
The foundation calculates a population-weighted average of local sales taxes as of 
January 1, 2016 in an attempt to give a sense of the average local rate for each state. 
 
CAT Amicus 
The OMA worked with allies in filing an amicus brief on behalf of the state.  The issue 
revolves around three online/catalogue retailers who have failed to pay CAT although 
they do business in the state of Ohio.  The coalition is producing a brief outlining the 
importance of the CAT to Ohio and Ohio businesses.  A real threat exists if these types 
of companies are excluded from the CAT; the base erodes and more pressure is put on 
the low rate, resulting in a possible rate increase. These cases were argued before the 
Court on May 3, 2016.    
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Ohio S.B. 288 Proposes to Change Taxation of PTEs and Their 

Owners 

By Mark A. Engel, Esq. 

Bricker & Eckler LLP 

Under current law, pass-through entities (PTEs) and their owners are subject to 

multiple and varied tax filing and payment provisions. Senate Bill 288 proposes 

to require all PTEs to file either a composite return or an informational return, 

and to make tax payments with respect to certain owners included in the 

composite return. The bill also changes the rate at which tax is computed. If 

enacted, the changes made by the bill would apply to taxable years ending on or 

after January 1, 2017. 

Under current law, PTEs may elect to file a composite return on behalf of their 

nonresident owners pursuant to R.C. 5747.08(D). PTEs not making that election 

must withhold from distributions paid to their nonresident owners and pay a tax 

on those distributions. In both cases, while the individual owner may claim a 

credit for any tax paid on its behalf if it files an individual return, the applicable 

tax rates are 4.997 percent in the case of a composite return, and 5 percent in the 

case of the withholding tax. On neither return may the PTE take advantage of the 

$250,000 business income deduction. 

S.B. 288 attempts to simplify the filing process and reduce the cash implications 

to the individual owners. The composite return provisions of R.C. 5747.08(D) 

are repealed, as are the existing provisions of R.C. 5747.40 through 5747.43 

relating to the withholding tax.  In their place, new R.C. 5747.41 provides that 

all PTEs having nexus with this state must file a composite return on behalf of 

its investors and compute and pay the tax due unless either all the investors in 

the PTE are residents, or none of the investors is either (i) a PTE, or (ii) a person 

otherwise subject to the personal income tax. In addition, each PTE having 

nexus with this state shall file an informational return unless (x) the PTE is 

required to file a composite return; (y) none of the investors is subject to the 

personal income tax; or (z) all the investors are resident individuals and the 

entity did not claim any business credits. Each return must contain identifying 

information for each investor, investor ownership and distribution percentages, 

whether the investor is exempt from certain calculations (detailed below), the 

allocation percentages of any business credit earned by the PTE, and any other 

information required by the tax commissioner. 

Any nonresident individual investor included on a return may still file an 

individual return, and no resident individual investor is excused from filing an 

individual return by virtue of being included on the PTE return. 

In the case of a composite return, the PTE must compute the tax due with respect 

to its director investors that are PTEs, estates, trusts, or nonresident individuals. 
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As set forth in new R.C. 5747.40(A), the PTE starts with the distributive shares of each investor, 

and then makes a number of adjustments. These adjustments include expenses or losses related 

to transactions involving related members; guaranteed payments and compensation made to 

investors who, at any time during the taxable years owned at least 20 percent of the ownership 

interest of the PTE; interest, and dividends associated with various obligations that are otherwise 

exempt from federal taxation; and gains or losses resulting from the sale or exchange of public 

obligations. The result is then multiplied by the rate applicable to taxable business income in 

R.C. 5747.02(A)(4)(b).
1
 

Investors included on the composite return are not entitled to the personal exemption, and may 

claim a distributive share of the business tax credits specified in R.C. 5747.40(D) and (E). This 

provision is no different from existing law. 

If an investor provides documentation to the PTE that the investor is neither subject to the 

personal income tax, nor is a PTE, the PTE is not required to include these calculations for that 

individual on the return. If a PTE receives that documentation and provides it to the tax 

commissioner, then the PTE is not subject to any interest or penalties for failing to include 

amounts relating to that investor on the return or its payment of estimated taxes. Under proposed 

R.C. 5747.41(D), however, a PTE is subject to any additional tax, penalties and interest if the tax 

commissioner finds the PTE has not reported or paid the correct tax of the investors included on 

the return. This provision does not excuse any investor from payment of the tax owed by that 

investor. 

Proposed R.C. 5747.42 provides that a PTE shall make payment of any tax by means of a single 

check, provided that no payment is required if the total tax due is $250 or less. The PTE must 

also make estimated payments, and any investor included on the composite return may claim a 

refundable credit for the tax paid on its behalf.  

Proposed R.C. 5747.43 provides that a PTE is not excused from filing returns and paying the tax 

if it retires from business or dissolves. In addition, if a PTE sells its business or stock of 

merchandise, or quits its business, any taxes required to be paid prior to that time are 

immediately due and payable and a final return must be filed within 30 days after the filing due 

date of the entity’s final federal tax return. 

There are other minor conforming revisions made by the law. One of the more significant such 

changes involves the amendment of R.C. 5747.21 and its allocation and apportionment 

provisions. Under current law, reference is made to the provisions contained in the franchise tax 

                                                 

1
 The bill makes reference to the rate found in division (A)(2)(b) of section 5747.02; this reference appears to be in 

error. 
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chapter. The bill eliminates the reference and expressly incorporates all the language previously 

found under the franchise tax law. 

Similarly, the bill expressly incorporates the definition of a PTE that was previously found in the 

franchise tax law. The definition includes a subchapter S corporation, or a partnership, limited 

liability company or any other person other than an individual, trust, estate, or disregarded entity 

if the corporation, partnership, LLC, or other person is not taxed as a corporation for federal 

income tax purposes. 

It does not appear that a PTE filing a composite return is entitled to consider the business income 

deduction provided by R.C. 5747.01(A)(29)(b) (formerly division (A)(31)(b)) in the calculation 

of the tax liability of investors included on the return.  

If passed, the provisions would be effective with any taxable year ending on or after January 1, 

2017. 
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Fiscal Note & Local Impact Statement 
 

Bill: H.B. 343 of the 131st G.A. Date: May 31, 2016 

Status: As Reported by House Economic and 
Workforce Development 

Sponsor: Reps. Romanchuk and Young 

Local Impact Statement Procedure Required: Yes  

Contents: To exempt sales of employment services and employment placement services from the sales 
and use tax beginning July 1, 2017 

State Fiscal Highlights 

STATE FUND FY 2017 FY 2018 FUTURE YEARS 

General Revenue Fund 

Revenues - 0 - Loss of $164 million Loss of $169 million in FY 
2019. Losses are likely to 

grow in ensuing years 
Expenditures - 0 - - 0 - - 0 - 

Note: The state fiscal year is July 1 through June 30. For example, FY 2016 is July 1, 2015 – June 30, 2016. 
 

 The bill reduces the sales and use tax base, and thus decreases sales and use tax 

revenue starting in FY 2018.  

 State sales and use tax receipts are deposited in the GRF which would bear the 

majority of the revenue loss. Any reduction to GRF tax receipts would also reduce 

the amount distributed to the Local Government Fund (LGF) and Public Library 

Fund (PLF) as these local funds receive distributions from GRF tax receipts.  

Local Fiscal Highlights 

LOCAL GOVERNMENT FY 2016 FY 2017 FUTURE YEARS 

Counties, municipalities, townships, and public libraries (LGF and PLF) 

Revenues - 0 - Potential loss Loss of $5.6 million in FY 
2018. Losses are likely to 

grow in ensuing years 
Expenditures - 0 - - 0 - - 0 - 

Counties and Transit Authorities 

Revenues - 0 - Potential loss Loss of $41.5 million in FY 
2018. Losses are likely to 

grow in ensuing years 
Expenditures - 0 - - 0 - - 0 - 

Note: For most local governments, the fiscal year is the calendar year. The school district fiscal year is July 1 through June 30. 
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 The bill reduces revenue from local permissive county and transit authority sales 

taxes. Those taxes share the same base as the state sales and use tax. 

 Receipts from the state sales and use tax are deposited in the GRF. A share of GRF 

tax revenues is distributed under permanent law to the LGF and PLF. Thus, any 

reduction to GRF tax receipts would also reduce the amount distributed to the LGF 

and PLF.  

 

 

Detailed Fiscal Analysis 

Under current law, the sale or use of services is generally not taxable unless 

expressly made subject to the sales tax; and employment services and employment 

placement services have been explicitly subject to the tax since 1993. Employment 

services are transactions in which a service provider furnishes personnel to perform 

work under the supervision or control of the purchaser. The personnel may be assigned 

to the purchaser for a short period of time or on a long-term basis, and are paid by the 

service provider or a third party that supplies the personnel to the service provider. 
Generally, if employment services are supplied by a third party to a service provider, 

and then by the service provider to a purchaser, only the transaction between the 

service provider and the purchaser is taxable. H.B. 343 would exempt all taxable 

employment and employment placement services beginning July 1, 2017, thus affecting 

sales tax revenue starting in FY 2018. 
Sales taxes on employment services are generally remitted by businesses with 

North American Industry Classification System (NAICS) codes starting with 5613. 

These would include employment placement agencies (NAICS 561311), executive 

search services firms (NAICS 561312), temporary help services firms (NAICS 561320), 

and professional employer organization firms (NAICS 561330). Additionally, certain 

users of employment services and employment placement services pay use taxes 

directly to the state. Roughly $155 million was collected from the state sales and use tax 

on employment and employment placement services in FY 2015, according to the 

Department of Taxation.  

Separately, data from the U.S. Census Bureau suggest revenue from 

establishments in the administrative and support services industries (NAICS 561) which 

declined during the last economic recession grew about 6% per year, on average, in the 

most recent years.1 Assuming a revenue growth rate of 3% for firms in the employment 

and employment placement services in Ohio, the potential revenue from the sales and 

use tax on employment services might be about $169 million in FY 2018 and $174 

                                                 
1 Nationwide, revenue growth at businesses in the Administrative and Support Services sector (NAICS 

561), which includes firms relevant to the bill, was about 6% per year between 2011 and 2014, according 

to the 2014 Service Annual Survey and administrative data from the Economic Census. 
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million in FY 2019, and possibly higher depending on the growth of the industry. The 

amounts above would also correspond to the potential revenue loss from H.B. 343, 

which is likely to increase in future years, though the magnitude of the increases would 

depend on the business cycle.2 

Receipts from the state sales and use tax are deposited into the GRF. Under 

permanent law, a portion of GRF tax receipts is subsequently transferred to the Local 

Government Fund (LGF) and the Public Library Fund (PLF). Under permanent law, the 

GRF would receive 96.68% of sales tax revenue, and the LGF and the PLF 1.66% each.3 

Thus, the GRF loss would be about $164 million in FY 2018. Reduced distributions to 

the LGF and PLF would be about $2.8 million for each local government fund. In 

FY 2019, estimated revenue losses from the bill would be about $169 million to the GRF, 

and $2.9 million each for the LGF and the PLF.  

Local permissive county and transit authority sales taxes share the same tax base 

as the state sales tax, and are approximately 24.5% of state sales tax revenues. Thus, the 

revenue loss to local governments from permissive county and transit authority sales 

and use taxes from H.B. 343 would be about $41.5 million in FY 2018 and $42.7 million 

in FY 2019. Adding those amounts to the potential revenue losses to the LGF and the 

PLF, revenue reductions to local governments would total $47.1 million in FY 2018 and 

$48.5 million in FY 2019, and are likely to grow in future years. 
 

 

 

HB0343HR.docx/ts 

                                                 
2 Though a small share of nonfarm payroll employment (2.1% in 2014), the temporary help industry plays 

an outsized role in workforce adjustment during recessions and recoveries. Generally, during recessions, 

companies increase their use of temporary help, lengthen existing temporary help assignments, or reduce 

hiring from their pool of temporary workers in response to economic uncertainty. The reverse tends to 

occur in periods of economic recovery. 

3 Under temporary provision in H.B. 64, the budget act for the current biennium, the PLF share would be 

1.70%, instead of 1.66%. 
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House Bill 394: Selected Major Provisions at Glance 

 
House Bill 394 offers a reasonable, balanced package of unemployment insurance law reforms 
designed to address the current insolvency of Ohio’s Unemployment Insurance Trust Fund (UI 
Trust Fund). The bill contains a combination of unemployment tax, benefit and integrity provisions 
that in the aggregate will improve solvency by tightening alignment of benefit costs and contribution 
revenues while building a significant fund balance, over time, that will be sufficient to avoid 
subjecting Ohio to increased federal taxes and penalties related to unemployment insurance. 
 
Among the major reforms proposed in the legislation are the following: 

 Temporary Increase in State Unemployment Tax Base. HB 394 would increase the 
state unemployment tax base from $9,000 to $11,000 when the UI Trust Fund balance is 
below 50 percent of the 1.0 Average High Cost Model solvency level and continue the 
increase until the UI Trust Fund reaches 1.0 Average High Cost Model. The state tax 
base will be reduced back to $9,000 when the UI Trust Fund equals or exceeds the 1.0 
AHCM solvency level. If the balance dips below 50 percent of the solvency level in future 
years, the tax base will automatically return to the $11,000 level.  

 Reduction of Number of Potential Weeks of Unemployment Insurance. HB 394 
would change the determination of the total number of weeks of unemployment 
compensation potentially available to twice a year, based on Ohio’s seasonally adjusted 
three-month total unemployment rate, before January and June. A sliding scale would 
set the number as low as 12 weeks when the rate is 5.5 percent or below, and up to 20 
weeks if the rate is 9 percent or above. Ohio currently uses a sliding scale ranging from 
20 to 26 weeks.  

 Temporary Freeze on the Maximum Weekly Benefit Amount. HB 394 would 
effectively freeze maximum weekly benefit dollar amounts at a level not to exceed 50 
percent of the statewide average weekly wage for the first year that the UI Trust Fund 
was less than the Minimum Safe Level (MSL), and would continue those maximums until 
the year after the UI Trust Fund was at or above the MSL.  

 Dependency. To align with the majority of states, HB 394 would repeal Ohio’s current 
dependency provision that increases the weekly benefit amount provided to claimants 
who have higher wages and dependents.  

 Drug Testing. HB 394 provides language under which the Ohio Department of Job and 
Family Services may (a) request information of applicants for unemployment 
compensation about the results of past drug tests, (b) conduct drug tests for controlled 
substances, and (c) disqualify individuals within the narrow limitations of federal law. 

 
HB 394 addresses a number of additional issues that impact UI Trust Fund solvency, including 
constructive lockout exceptions in labor disputes, standards for determining just cause for 
termination and quits without just cause, coordination of unemployment compensation benefits 
with Social Security retirement benefits, enhanced fraud penalties and collection, and improved 
non-fraud overpayment collection, among others. Collectively, the HB 394 reforms position Ohio 
in line with surrounding states and states with whom we compete for investment and jobs. 
 

#     #     # 
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The Case for Unemployment Insurance Reform in Ohio 

EXECUTIVE SUMMARY 

 

Introduction 
 
Ohio’s unemployment insurance (UI) system is in a state of crisis. The Ohio Unemployment 
Insurance Trust Fund, which is funded by employers and pays out benefits to qualifying jobless 
workers, is insolvent. The benefits the system pays out are substantially out of balance with the 
tax receipts it takes in to fund it. The system is nearly $775 million in debt to the federal 
government – money it borrowed to keep paying benefits during and after the Great Recession 
of 2008. As a result, Ohio’s system is dangerously unstable and a deterrent to economic 
development. Reforms are urgently needed to update and strengthen Ohio’s UI program for the 
benefit of Ohio’s employers, employees and economy. Most specifically, Ohio’s Unemployment 
Insurance Trust Fund is not likely to recover solvency before the next recession unless the state 
takes action to pay off its outstanding federal unemployment compensation loan balance and 
better aligns benefits with contributions to build a balance. 
 
How the System Works1 
 
The Social Security Act of 1935 (SSA) created a federal-state unemployment insurance 
program to (a) provide temporary, partial wage replacement to individuals out of work, generally 
through no fault of their own, and (2) promote economic stability by maintaining a steady flow of 
dollars throughout the economy even when there is widespread unemployment.2 The UI system 
historically has been forward funded – i.e., a sufficient positive balance is needed in the state 
unemployment trust fund to avoid having to borrow to pay benefits resulting from a reasonably 
foreseeable economic downturn. 
 
To be eligible for unemployment benefits, jobless workers must demonstrate “workforce 
attachment,” usually measured by a work requirement (e.g., number of weeks of work) and/or a 
wage requirement (e.g., dollar amount of wages earned). Individuals also must be able, 
available and actively seeking work. Each state has a different formula for determining the 
amount of workforce attachment needed to obtain UI benefits from the state. 
 
The UI program is a federal-state partnership conforming to  federal requirements and 
administered by state agencies under state law. The Office of Unemployment Insurance 
Operations at the Ohio Department of Job and Family Services (ODJFS) administers Ohio’s UI 
program. Administrative funds for ODJFS are allocated by the federal government from federal 
payroll taxes employers pay to the Internal Revenue Service. 
 
  

                                                        
1 This section of the document borrows heavily from a U.S. Department of Labor publication, Unemployment 
Compensation: Federal-State Partnership, April 2015. 
2 http://www.bizfilings.com/toolkit/sbg/office-hr/managing-the-workplace/unemployment-benefits-system-info.aspx 
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Financing the Program 
 
Unemployment compensation paid to unemployed workers is financed largely through both 
federal and state unemployment taxes paid by employers. Just three states – Alaska, New 
Jersey and Pennsylvania – collect UI taxes from employees.  
 
UI taxes are based on various factors, including the wages employers pay their employees, the 
type and size of the business, and the number and amount of unemployment claims filed 
against the business.  

 At the federal level, the Federal Unemployment Tax Act (FUTA) imposes a single flat 
rate payroll tax on the first $7,000 of wages employers pay each employee in a year. 
The current FUTA tax rate is 6.0 percent. However, employers can earn credits against 
their FUTA tax to reflect the state employment taxes they pay. Employers who pay their 
State Unemployment Tax Act (SUTA) taxes in a timely manner under an approved state 
unemployment compensation program can earn a credit of up to 5.4 percent against the 
6.0 percent, resulting in an effective tax rate of 0.6 percent. These states are also  
eligible to receive federal grants to cover the costs of administering the program through 
federal appropriations. Additionally, funds from the FUTA-funded Federal Unemployment 
Account reimburse the state unemployment trust fund for 50 percent of charges for 
“extended” unemployment benefits when extended benefits are triggered by periods of 
high unemployment. 

 At the state level, each state determines its own SUTA tax rates. Some states apply 
various formulas to determine the taxable wage base; others use a percentage of the 
state’s average annual wage; and a few simply follow the FUTA wage base of $7,000. In 
2014, SUTA tax rates ranged from 0.0 percent to 2.6 percent for minimum rates, and 
from 5.4 percent to 10.89 percent for maximum rates. All but a handful of states’ wage 
bases exceeded the FUTA minimum requirement of $7,000. In 2014, Ohio’s SUTA base 
was $9,000, with a minimum contribution rate of 0.3 percent and a maximum 
contribution rate of 8.60 percent.  

 
The state assigns or computes a specific individually determined UI tax rate for each employer 
annually. Every state uses some kind of “experience rating” system to determine the rate. 
Generally, the fewer the claims, the lower the rate the business pays in state UI taxes. 
 
States lacking sufficient funds to pay their required unemployment benefits are authorized by 
Title XII of the SSA to request advances (i.e., loans) from the FUTA’s federal loan fund account, 
the Federal Unemployment Account. If not repaid, these loans carry interest that must be paid 
from sources other than the state UI trust fund.  
 
Impact of the Great Recession 
 
The Great Recession of 2008 was the nation’s longest and deepest since the Great Depression 
of the 1930s. A majority of states did not have sufficient balances in their state unemployment 
trust funds to pay benefits without requesting advances (i.e., loans) from the federal government 
to assure that unemployment compensation benefits were paid. Ohio was among the states 
hardest hit by the recession.  
 
The Recession was much greater than expected, wiping out positive unemployment trust fund 
balances across the country and in Ohio. Automatic tax trigger provisions in Ohio law designed 
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to address a milder recession were insufficient to meet the increased benefit payout. The size of 
the deficit after the Recession was too great to make up with benefit cuts or tax increases alone 
and even years after the Recession, benefit payments each year continue to be nearly as high 
as unemployment contribution revenue.  
 
The unemployment insurance tax burden in Ohio generally increased as a result of the 
Recession as claims experience increased, the payroll against which experience was 
determined was reduced, and Ohio became subject to the FUTA offset credit reductions under 
federal law. As the economy slowly recovered with increased payrolls and reduced claims 
experience, experience rates improved and the average state unemployment insurance 
contribution was reduced. However, the FUTA tax has continued to increase as Ohio’s Title 
XII loan has not been repaid. 
 
The impact in Ohio has been severe. Ohio’s unemployment trust fund balance has been a 
negative number as of the end of the second quarter every year since 2009. Today, the Ohio 
Unemployment Insurance Trust Fund is insolvent.  
 
Responses to Insolvency 
 
In response to the threat of insolvency, states have taken various actions to bolster tax revenue 
and reduce benefit outlay, including the following: 

 Eliminating outstanding loan debt to the federal government by obtaining bank loans 
and/or using bonds to finance the debt through the private sector  

 Enacting solvency legislation with a combination of benefit cuts and tax increases to 
eliminate Title XII debt and better align benefit costs with revenue over the long term 

 Reducing the number of potential weeks of unemployment compensation 

 Increasing tax bases 

 Revising contribution rate schedules 

 Reducing maximum weekly benefit amounts 

 Enacting more aggressive integrity measures to identify and collect additional revenue 
through benefit overpayment recovery and contribution collection improvements 

 
Ohio, however, is one of a small number of states with significant outstanding federal 
debt that have chosen not to enact solvency measures, instead allowing automatic FUTA 
penalties to continue to increase to provide the revenue needed to reduce the state’s 
outstanding debt.  
 
This is a dangerous path to follow. Failure to pay off a state’s outstanding FUTA debt has costly 
consequences. Under federal law, if a state has an outstanding Title XII loan balance on 
January 1 for two consecutive years, and the full amount of the loan is not repaid by November 
10 of the second year, the 5.4 percent FUTA tax credit for employers in that state will be 
reduced annually by 0.3 percent for each succeeding year until the loan is repaid. From the third 
year onward, additional reductions in the FUTA offset credit may be imposed. States that 
continue to have outstanding loan balances over five years in a row are subject to an even 
greater FUTA tax increase as a penalty for not having addressed solvency through increases in 
taxes and/or cuts in benefits.  
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Why Ohio Needs Unemployment Insurance Reform 
 
Currently, Ohio ranks poorly on many important unemployment insurance program metrics. For 
example:  

 Ohio’s Unemployment Insurance Trust Fund is insolvent.  

 Ohio’s outstanding Title XII debt is approximately $775 million – nearly equal to the cost 
of unemployment insurance benefit payments for an entire year. Only California has a 
larger unpaid Title XII loan debt balance. 

 Ohio is one of a small number of states with significant outstanding federal debt that 
have chosen not to enact solvency measures.  

 Employers in Ohio currently pay higher total costs associated with unemployment 
compensation than employers in most other states, while benefit payment amounts in 
Ohio are higher than the national average. This makes Ohio a high-cost, high-benefit 
state. 

 The FUTA tax paid by Ohio employers has continued to increase as Ohio’s Title XII loan 
has not been repaid. 

 Ohio is one of just four states currently subject to higher FUTA penalty rates and 
potentially subject to an additional Benefit Cost Rate (BCR) penalty in 2015 for having 
outstanding loan balances five years in a row and failing to address insolvency. 

 Ohio failed to pay off the state’s outstanding FUTA debt before November 10, 2015, 
triggering an additional reduction in the FUTA offset credit for employers in Ohio. This 
will result in Ohio employers paying higher FUTA taxes for 2015 – at least an additional 
$105 per employee, on top of the normal $42 per employee.  

 
Ohio’s UI trust fund is not likely to recover solvency before the next recession unless the state 
takes action to pay off its outstanding federal loan balance and better align benefits with 
contributions to build a balance in anticipation of the next recession. 
 
Conclusion 
 
Ohio’s Unemployment Insurance Trust Fund must be made solvent before the next 
recession – not only to manage the repayment of Ohio’s remaining Title XII loan balance but 
also to align benefit and contributions to build an adequate unemployment trust fund balance. 
The best solvency plan is one that also includes a focus on job creation because increased 
employment not only increases contributions but also reduces benefit payout. For that reason, 
rates also should be in line with surrounding states and states with which Ohio competes to 
attract and retain new business.  
 
Unemployment insurance policy reform priorities should focus on eliminating the state’s current 
unemployment trust fund debt, aligning benefit payout with contribution revenue, and building a 
balance in the unemployment trust fund sufficient to avoid triggering automatic FUTA tax 
increases that have significantly increased unemployment taxes for Ohio employers since the 
Great Recession of 2008. A vital first step for Ohio should be to pay off of the remaining Title XII 
loan balance to eliminate the FUTA tax increase as soon as possible. 

 
#     #     # 
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Bill: H.B. 491 of the 131st G.A. Date: May 23, 2016 

Status: As Introduced Sponsor: Rep. Anielski 

Local Impact Statement Procedure Required: Yes  

Contents: Authorizes a nonrefundable credit against the commercial activity tax for businesses that have 
facilities located in active foreign-trade zones 

State Fiscal Highlights 

 The bill authorizes a nonrefundable credit against the commercial activity tax (CAT) 

for expenditures incurred for specified purposes by businesses in Ohio foreign-trade 

zones.  

 The bill reduces revenue from the CAT by an uncertain amount. The potential 

revenue loss would be dependent on the level of qualifying expenditures, and thus 

could be sizable.  

 CAT revenue is deposited into the GRF and two local government funds used to 

reimburse school districts and other units of local government for lost revenue from 

the phase-out in tangible personal property taxes. Under current law, the GRF 

receives 75% of CAT revenue. The School District Tangible Property Tax 

Replacement Fund (Fund 7047) and the Local Government Tangible Property Tax 

Replacement Fund (Fund 7081) receive 20% and 5%, respectively. 

 A loss of GRF revenue would reduce distributions to the Local Government Fund 

(LGF, Fund 7069) and the Public Library Fund (PLF, Fund 7065), which will receive 

1.66% and 1.70%, respectively, of GRF revenue in FY 2017. The PLF share reverts to 

1.66% in FY 2018 and thereafter under current law. 

Local Fiscal Highlights 

 The bill reduces revenue from the CAT. A share of CAT revenue is deposited into 

two local government funds used to reimburse school districts and other units of 

local government for lost revenue from the phase-out in tangible personal property 

taxes. Thus the bill reduces revenue to school districts and other local governments. 

 A reduction in state distributions to the LGF and PLF would reduce revenues of 

units of local government and libraries. 
  

Page 63 of 83

http://www.lsc.state.oh.us/


  

2 

 

Detailed Fiscal Analysis 

The bill authorizes a nonrefundable credit against the commercial activity tax 

(CAT) for businesses that have one or more facilities located in active foreign-trade 

zones (FTZs) in Ohio.1 FTZs are areas designated by the Foreign-Trade Zones Board 

(FTZ Board), pursuant to federal law, for the purpose of storing, exhibiting, assembling, 

manufacturing, and processing foreign and domestic goods. The credit equals 

expenditures incurred by the business during the tax period for any of the following 

purposes: (1) creating jobs at the FTZ facility, (2) providing training or continuing 

education to employees working at the FTZ facility, (3) making capital improvements to 

the FTZ facility including, specifically, installation of renewable energy resources, or 

(4) undertaking initiatives to increase exports to foreign nations of goods or services 

produced at the FTZ facility.  

The credit would be claimed against the CAT due on the business's gross receipts 

derived from the FTZ facility, but expenditures exceeding the tax due cannot be claimed 

as a credit in future tax periods. The bill requires businesses claiming the credit to file 

records of the commitments and expenditures upon which the credit is based with the 

Tax Commissioner. If the Commissioner and the Director of Development Services 

determine that a business has failed to comply with the reporting requirement, the 

Commissioner may make an assessment against the business proportionate to the 

compliance failure. The assessment may include applicable penalty and interest. 

LSC is unable to determine the commitments and expenditures of firms that may 

be used as the basis of the CAT credit. Therefore, LSC is unable to estimate the potential 

revenue loss from the bill. Though the revenue reduction is undetermined, it could be 

sizable depending on the level of qualifying expenditures incurred by firms in the FTZs 

and their current CAT payments, none of which can be ascertained by LSC.  

CAT revenue is deposited into the GRF and two local government funds used to 

reimburse school districts and other units of local government for lost revenue from the 

phase-out in tangible personal property taxes. Under current law, the GRF receives 75% 

of CAT revenue; the School District Tangible Property Tax Replacement Fund 

(Fund 7047) and the Local Government Tangible Property Tax Replacement Fund 

(Fund 7081) are credited 20% and 5% of CAT receipts, respectively. 

A portion of GRF tax revenue is distributed to the Local Government Fund (LGF, 

Fund 7069) and the Public Library Fund (PLF, Fund 7065), with the balance retained by 

the GRF. The LGF and PLF shares are 1.66% each under permanent law, but the PLF 

instead receives 1.70% during the current biennium. Reduced distributions to these two 

state funds would lower revenues of units of local government and public libraries. 
 

HB0491IN.docx/lb 

                                                 
1 The U.S. Foreign-Trade Zone Board reports eight active foreign-trade zones in Ohio with merchandise 

received and shipments between $10 billion and $25 billion in 2014.  
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California Supreme Court holds against 
Gillette in significant tax case 
In a unanimous decision in Gillette Co. v. Franchise Tax Board, the California Supreme 
Court on December 31 held that the Multistate Tax Compact is not a binding reciprocal 
agreement among its members. Therefore, the California State Legislature had the authority 
to unilaterally eliminate the Compact's election, which allowed corporations to apportion 
their income to California based on a three-factor formula. By this decision, California's 
mandatory double-weighted sales factor formula enacted in 1993 to amend the Compact, 
was held to be a proper method to tax the income of corporate taxpayers. The typical result 
is that out-of-state corporate taxpayers who have significant in-state sales will incur higher 
taxes. Officials and others had projected that a decision against the state would ultimately 
cost California significantly more than US$1 billion in refunds. 

The holding in Gillette reverses the 2012 California Court of Appeals decision in favor of the 
taxpayers, which held that the Compact's election provision was binding on member states. 
That decision triggered not only a flood of tax refund claims, but also the filing of similar 
litigation in several states and a quick succession of state withdrawals from the Compact, 
starting with California's in 2012. The crux of the matter centers on whether California's 
adoption of the Multistate Tax Compact in 1974, including its method of formulary 
apportionment of corporate income, is binding on the state, such that a member state is 
precluded from changing such method while it remained a member of the Compact. 

One of the key provisions of the Compact allows a company to elect to apportion its total 
income to the state based on a three-factor apportionment fraction consisting of property, 
payroll and sales. In 1993, the California legislature changed that provision to a four-factor 
formula whereby it counted the sales factor twice. The result was that out-of-state 
corporations with relatively little presence in the state generally paid more income tax than 
they did prior to the 1993 law change. Gillette, an out-of-state company, naturally preferred 
the formula dictated by the Compact's election which gave equal weight to the company’s 

property, payroll and sales, and filed a refund claim to reflect that election. When California 
denied its refund claim, Gillette along with several other companies sued the state. (In 2012, 
as a result of this very case, California in fact pulled out of the Multistate Compact entirely.) 
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The legal issue centered on whether a tax compact such as this one is binding among its 
members, such that a member state does not retain a unilateral ability to amend the 
agreement while it remains a member. The focus of such determination centered essentially 
on the nature of what a compact is, and on what the legislative intent was at the time the 
Compact was adopted. In particular, did the legislature understand and intend to be bound 
to the Compact's terms at the time of enactment back in 1974? 

In explaining its decision against the taxpayer, the court said it agreed with the amicus brief 
filed by the Multistate Tax Commission where it argued that the Compact failed to satisfy 
any of the classic indicia of a binding interstate compact as described in the case law. The 
court also devoted pages to discussing the Compact, which it said has no authority 
ordinarily associated with a regulatory body. The court also found that California's 
reenactment rule, which states that "a section of a statute may not be amended unless the 
section is reenacted as amended," did not bar the legislature's adoption of the double-
weighted sales factor formula in 1993 because the rule does not apply to statutes amending 
others only by implication. As the court articulated, "Indeed, no express language of the 
Compact or any California enabling statute proscribes unilateral amendment of our own 
state law." The court believed that compacts can be unilaterally amended unless the 
compact explicitly states otherwise. 

The opinion raises many questions under both the federal contract clause and the common 
law, and so one issue arises as to whether the US Supreme Court might find the case 
worthy of review. A number of state appeals courts are considering the same issue, 
including those in Michigan, Oregon and Texas. Oral argument at the Minnesota Supreme 
Court is scheduled for January 11 in the case of Kimberly-Clark Corp. v. Comm'r of 

Revenue, Minn. In light of this activity, a US Supreme Court review of the issue could 
perhaps be in the future, particularly if other state appeals court decisions contradict 
California's. 
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Ohio Manufacturers’ Association 

Tax Counsel Report 

June 8, 2016 

By Mark A. Engel 

Bricker & Eckler LLP 

Administrative Actions: 

None to report. 

Legislative Actions: 

Please see Mr. Brundrett’s legislative report. 

Judicial Actions: 

Ohio Supreme Court 

In Corrigan v. Testa, Slip Opinion 2016-Ohio-2805, the Court held that due 

process considerations precluded Ohio from imposing income tax on the capital 

gain to a nonresident individual upon the sale of his ownership interest in a pass-

through entity. It held that R.C. 5747.212, which would have apportioned the 

gain inside and outside Ohio based on the income apportionment factors of the 

PTE, was unconstitutional. Essentially, the Court imposed a unitary business 

standard for taxing the gain associated with another entity doing business within 

Ohio. 

In Christian Voice of Central Ohio v. Testa, Slip Opinion 2016-Ohio-1527, the 

Court found that property used to broadcast Christian radio programming, 

thereby raising millions of dollars of revenue annually, qualified for exemption 

as a house used exclusively for public worship. The three members of the 

minority had difficulty as to how the broad cast of Christian music and 

programming that raises millions of dollars equates to the claimed tax exemption 

as a house of public worship. 

In Dublin City Schools Bd. of Edn. v. Franklin Cty. Bd. of Revision, Slip Opinion 

2016-Ohio-3025, the Court provided additional guidance when the BOR may 

revert to the auditor’s initial valuation. It stated that so long as the evidence 

presented to the BOR was competent and “minimally plausible” the BOE may 

not invoke the auditor’s initial valuation. It noted the four elements for invoking 

the rule were (i) the property owner files a complaint or a counter-complaint; (ii) 

the BOR has reduced value based on the evidence presented by the owner; (iii) 

the BOE is the appellant before the BOR; and (iv) the BOR’s decision is based 

on an appraisal rather than a sale. 
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Ohio Court of Appeals 

In Withintime, Inc. v. Cuyahoga Cty. Fiscal Officer, 2016-Ohio-2944 (8
th

 Dist.), the Court of 

Appeals upheld a decision of the court of common pleas dismissing an action for declaratory 

judgement, mandamus, and injunctive relief that contested the valuation of two parcels of 

property for years for which valuation complaints had not been filed. The Court of Appeals held 

that given the special statutory scheme for contesting valuation, declaratory, injunctive relief 

would be inappropriate. 

In Rambacher v. Testa, 2016-Ohio-2897 (4
th

 Dist.), the Court of Appeals dismissed an appeal 

where the appellant failed to file proof with the court that the appeal was filed with the BTA, and 

for failing to serve the Tax Commissioner by certified mail, both as required by R.C. 5717.04. 

The defects were deemed to be jurisdictional, hence the appeal was not properly taken and was 

dismissed. 

In Ryan, LLC v. Franklin Cty. Treasurer, 2016-Ohio-3234 (10
th

 Dist.), the Court of Appeals 

affirmed a decision of the Court of Common Pleas that the failure of a property owner to appeal 

a decision of the Board of Revision precluded a separate action under R.C. 2723.01 to enjoin the 

illegal levy or collection of taxes resulting from the BOR decision.  

In Brecksville-Broadview Heights Bd. of Edn. v. Cuyahoga Cty. Bd. of Revision, 2016-Ohio-

3166, the Court of Appeals affirmed a decision of the BTA that the price paid for a property 

during an auction did not reflect the value of the property.  While the auction was open, there 

was no reservation to reject any or all bids by the owner and there was no evidence regarding the 

owner’s motive in selling the property. Therefore, the presumption of R.C. 5713.04 that the price 

paid at auction shall not be taken as the value of the property was not overcome. 

Ohio Board of Tax Appeals 

In Lucy C. Luisi, Trustee, v. Summit Cty. Bd. of Revision, BTA No. 2015-1306 (May 31, 2016), 

the BTA held that appraisal evidence, which provides an opinion of value as of tax lien date, was 

prepared for tax valuation purposes, and was attested by a qualified expert, is competent 

probative evidence of value. Where an opponent provides no evidence and merely attempts to 

take issue with the actions of the appraiser, the opinion of value expressed in the appraisal will 

be deemed the value of the property. 

In House of Prayer Ministries #2 LLC v. Testa, BTA No. 2015-1277 (May 31, 2016), the BTA 

rejected two arguments made against its jurisdiction. First, it rejected the argument that a notice 

of appeal that was signed by a non-lawyer was jurisdictionally defective because it constituted 

the unauthorized practice of law. Second, it held that the change in R.C. 5717.02(C), that a notice 

of appeal shall contain a short and plain statement of the claimed errors, means that the notice no 

longer must “specify” the errors complained of with the particularity required by prior law. 

Page 71 of 83



 

June 8, 2016 

Page 3 

 

10389298v1 

In Columbus Regional Airport Authority v. Testa, BTA No. 2015-564 (May 11, 2016), the BTA 

construed the limitation on property tax exemptions for property owned by a port authority 

contained in R.C. 4582.46. The statute limits the exemption to property that is leased for no 

longer than one year. While month-to-month tenancies that renew automatically appear to be a 

perpetual lease that defeats the exemption, the looked to the rental terms, which provided for rent 

to be determined annually. The lease also contained a provision that the hold-over provision 

beyond the base term of the lease was not intended to create a tenancy of any duration. 

Tax Commissioner Opinion 

No opinions to report. 

Other 

Nothing to report 
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Tax

House Hears Testimony on (Another) CAT Carve 
Out  

May 27, 2016  

This week the House Ways and Means Committee 
heard proponent testimony on House Bill 491.  The 
bill establishes a five-year pilot program whereby 
taxpayers with Ohio facilities in an active foreign trade 
zone (FTZ) may claim a nonrefundable commercial 
activity tax (CAT) credit equal to the amount invested 
by the taxpayer in job creation and a number of other 
specified activities.  Two consultants providing 
proponent testimony for the bill were questioned 
heavily by skeptical lawmakers. 

The Legislative Service Commission fiscal analysis 
which is used to determine the cost impact of such 
legislation wrote, “Though the revenue reduction is 
undetermined, it could be sizable depending on the 
level of qualifying expenditures incurred by firms in 
the FTZs and their current CAT payments, none of 
which can be ascertained by LSC.” 

Legislators questioned whether it was a good idea to 
pass legislation when the cost impact is not able to be 
estimated. 

Can Tool and Die Makers Qualify for the R&D Tax 
Credit?  

May 27, 2016  

OMA Connections Partner, Tax Credits Group, says it 
is often asked if tool and die shops can qualify for the 
R&D tax credit. 

The short answer—absolutely. 

The longer answer to whether your work is eligible for 
the R&D tax credit requires a deep dive into IRC § 41, 
which outlines a “4-Part Test” which all jobs or 
projects must meet to qualify for the credit. 

Here’s a look at each of these four parts as they 
relate to the tool and die Industry. 

OMA Warns Against CAT Credit Expansions  

May 20, 2016  

This week the House Finance Committee had its third 
hearing on House Bill 475.  The bill expands Ohio’s 
current motion picture tax credit by increasing the 

total amount of credits that may be awarded from $20 
million per fiscal year to $75 million per fiscal 
year.  Currently the vast majority of the claimed 
credits are taken against the commercial activity tax 
(CAT). 

The OMA sent a letter to House Finance Committee 
Chairman Ryan Smith (R-Bidwell) that said: 
“Manufacturers are concerned that any new carve-
outs, exemptions, or credits could provide strain on 
the CAT forcing an increase in its rate.” 

Supreme Court Takes Up CAT Case in which OMA 
Filed Amicus  

May 6, 2016  

This week the Ohio Supreme Court heard the oral 
argument for three combined commercial activity tax 
(CAT) cases (Crutchfield, Inc., Mason Companies, 
Inc., and Newegg, Inc.).  Last year the OMA, among 
others, filed amicus briefs at the high court in support 
of the Department of Taxation relative to these cases. 

The three companies have challenged the state’s 
authority to collect CAT because they do not have a 
physical presence in Ohio; the three companies in 
question do sell their products in Ohio. 

The OMA et al. amicus brief argued that companies 
with no physical presence in the state that enjoy the 
benefits of doing business in Ohio (through 
various physical connections, such as computers and 
intermediaries) should pay the tax, as do their 
competitors that physically operate in Ohio. 

You can watch the oral argument here. 

Tax Relief on Temporary Workers Bill Moves Out 
of Committee  

April 29, 2016  

This week, House Bill 343, which would exempt 
employment services and employment placement 
services from sales and use tax, cleared the House 
Economic & Workforce Development Committee on a 
7-4 vote. 

The bill was contentious in committee because of the 
potential loss of state revenue to local governments. 
However, the tax was created with no clear tax policy; 
it became effective in 1993 in order to fill a hole in the 
state budget. 
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This continues to be a priority tax issue for Ohio 
manufacturers who must pay sales tax on their 
temporary employees. 

Use the easy email tools at OMA’s Manufacturing 
Advocacy Center to ask your representative to 
support this bill. 

Bill Would Simplify Pass Through Filings  

April 22, 2016  

A bill affecting all “pass through entities,” Senate Bill 
288, sponsored by Senator John Eklund (R-Munson 
Township), received proponent testimony this week. 

OMA tax counsel Mark Engel OMA writes in an 
analysis prepared for OMA members: “Senate Bill 288 
proposes to require all pass through entities to file 
either a composite return or an informational return, 
and to make tax payments with respect to certain 
owners included in the composite return. The bill also 
changes the rate at which tax is computed.”  The 
bill, he says, “attempts to simplify the filing process 
and reduce the cash implications to the individual 
owners.” 

The Ohio Society of CPAs provided testimony in 
support of the changes. 
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Taxation Legislation 
Prepared by: The Ohio Manufacturers' Association 

Report created on June 6, 2016 
  

HB9 TAX EXPENDITURE REVIEW COMMITTEE (BOOSE T) To create a Tax Expenditure 
Review Committee for the purpose of periodically reviewing existing and proposed tax 
expenditures. 

  Current Status:    5/25/2016 - PASSED BY SENATE; Vote 33-0 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-9 

  
HB12 TIF-INCENTIVE DISTRICTS (BUTLER, JR. J, BURKLEY T) To establish a procedure by 

which political subdivisions proposing a tax increment financing (TIF) incentive district are 
required to provide notice to the record owner of each parcel within the proposed incentive 
district before creating the district. 

  Current Status:    5/25/2016 - PASSED BY HOUSE; Vote 71-26 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-12 

  
HB19 INTERNAL REVENUE CODE (SCHERER G) To expressly incorporate changes in the 

Internal Revenue Code since March 22, 2013 into Ohio law and to declare an emergency. 
  Current Status:    4/1/2015 - SIGNED BY GOVERNOR; eff. 4/1/2015 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-19 

  
HB26 COIN SALES-USE TAX EXEMPTION (MAAG R, HAGAN C) To exempt from sales and 

use taxes the sale or use of investment metal bullion and coins. 
  Current Status:    11/18/2015 - Senate Ways and Means, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-26 

  
HB32 AIRCRAFT-MOTOR FUEL EXCISE TAX (PERALES R) To subject the receipt of motor fuel 

used to operate aircraft to the motor fuel excise taxes rather than the sales and use taxes 
and to require a percentage of motor fuel excise tax revenue to be used for airport 
improvements. 

  Current Status:    2/10/2015 - Referred to Committee House Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-32 

  
HB64 OPERATING BUDGET (SMITH R) To make operating appropriations for the biennium 

beginning July 1, 2015, and ending June 30, 2017, and to provide authorization and 
conditions for the operation of state programs. 

  Current Status:    6/30/2015 - SIGNED BY GOVERNOR; eff. 6/30/15; certain 
provisions effective 9/29/2015, other dates 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-64 

  
HB65 TAX-EXPENDITURE APPRAISAL (DRIEHAUS D) To provide for the periodic appraisal of 

the effectiveness of tax expenditures. 
  Current Status:    3/24/2015 - House Ways and Means, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-65 
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HB84 MUNICIPAL TAX-CIVIL ACTIONS (SPRAGUE R, SWEENEY M) To require civil actions by 

taxpayers related to municipal income taxes be brought against the municipal corporation 
imposing the tax rather than the municipal corporation's tax administrator. 

  Current Status:    3/24/2015 - House Ways and Means, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-84 

  
HB99 INCOME TAX-SCHOOL FUNDING (CURTIN M) To require that an amount equal to state 

income tax collections, less amounts contributed to the Ohio political party fund via the 
income tax checkoff, be distributed for the support of elementary, secondary, vocational, 
and special education programs. 

  Current Status:    5/5/2015 - House Ways and Means, (Second Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-99 

  
HB102 VETERAN-OWNED BUSINESSES (CRAIG H, ANTANI N) To provide a bid preference for 

state contracts to a veteran-owned business and to authorize a personal income and 
commercial activity tax credit for a business that hires and employs a veteran for at least 
one year. 

  Current Status:    4/28/2015 - House Ways and Means, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-102 

  
HB162 SEVERANCE TAX RATES (CERA J) To change the basis, rates, and revenue distribution 

of the severance tax on oil and gas, to create a grant program to encourage compressed 
natural gas as a motor vehicle fuel, to authorize an income tax credit for landowners holding 
an oil or gas royalty interest, and to exclude some oil and gas sale receipts from the 
commercial activity tax base. 

  Current Status:    5/12/2015 - House Ways and Means, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-162 

  
HB176 GAS-FUEL CONVERSION PROGRAM (HALL D, O'BRIEN S) To create the Gaseous Fuel 

Vehicle Conversion Program, to allow a credit against the income or commercial activity tax 
for the purchase or conversion of an alternative fuel vehicle, to reduce the amount of sales 
tax due on the purchase or lease of a qualifying electric vehicle by up to $500, to apply the 
motor fuel tax to the distribution or sale of compressed natural gas, to authorize a 
temporary, partial motor fuel tax exemption for sales of compressed natural gas used as 
motor fuel, and to make an appropriation. 

  Current Status:    11/18/2015 - REPORTED OUT, House Finance, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-176 

  
HB232 SELLER-USE TAX COLLECTION (GROSSMAN C, SCHERER G) To prescribe new 

criteria for determining whether sellers are presumed to have substantial nexus with Ohio 
and therefore required to register to collect use tax, to allow sellers presumed to have 
substantial nexus to rebut that presumption, and to require a person, before the person 
enters into a sale of goods contract with the state, to register, along with the person's 
affiliates, to collect use tax. 

  Current Status:    6/2/2015 - Referred to Committee House Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-232 
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HB269 INCOME TAX-SOUND RECORDING (SMITH K, LATOURETTE S) To authorize a 

refundable income tax credit for individual investors in a sound recording production 
company equal to a portion of the company's costs for a recording production or recording 
infrastructure project in Ohio. 

  Current Status:    2/16/2016 - House Ways and Means, (Second Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-269 

  
HB280 BALANCED BUDGET COMPACT (KRAUS S, KOEHLER K) To adopt the Compact for a 

Balanced Budget and to declare an emergency. 
  Current Status:    6/30/2015 - Introduced 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-280 

  
HB308 TEXTBOOKS-TAX EXEMPTION (DUFFEY M, STINZIANO M) To exempt from sales and 

use tax textbooks purchased by post-secondary students. 
  Current Status:    10/21/2015 - House Ways and Means, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-308 

  
HB326 TAX LAW-JOINT FILING (AMSTUTZ R, MCCLAIN J) To make technical changes to the 

state income tax law, to modify the requirements for receiving the joint filing credit, and to 
provide that, for the 2015 taxable year, any taxable business income under $125,000 for 
married taxpayers filing separately or $250,000 for other taxpayers is subject to the 
graduated tax rates applicable to nonbusiness income, while business income in excess of 
those amounts remains subject to the existing 3% flat tax. 

  Current Status:    10/26/2015 - House Ways and Means, (Fifth Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-326 

  
HB343 EMPLOYMENT SERVICES-TAX EXEMPT (YOUNG R, ROMANCHUK M) To exempt 

employment services and employment placement services from sales and use tax. 

  Current Status:    4/27/2016 - REPORTED OUT, House Economic and Workforce 
Development, (Eighth Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-343 

  
HB358 TAX DEDUCTION-SAVINGS ACCOUNTS (DEVER J, CONDITT M) To allow an income 

tax deduction for contributions to ABLE savings accounts. 
  Current Status:    4/19/2016 - House Ways and Means, (Second Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-358 

  
HB369 BALANCED BUDGET COMPACT (KOEHLER K, HAMBLEY S) To adopt the Compact for 

a Balanced Budget and to declare an emergency. 

  Current Status:    5/24/2016 - House Government Accountability and Oversight, 
(Third Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-369 

  
HB390 NATURAL GAS-ET AL (SCHAFFER T, RETHERFORD W) To provide authorization and 
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conditions for the operation of state programs and to make appropriations. 

  Current Status:    5/25/2016 - Consideration of Senate Amendments; House Does 
Concur, Vote 69-26 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-390 

  
HB398 CAUV COMPUTATION (HILL B) To require that the computation of the capitalization rate 

for the purposes of determining CAUV of agricultural land be computed using a method that 
excludes appreciation and equity buildup. 

  Current Status:    5/3/2016 - House Government Accountability and Oversight, 
(Second Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-398 

  
HB454 SALES TAX HOLIDAY-PERMANENT (PATTERSON J) To provide for a permanent three-

day sales tax "holiday" each August during which sales of back-to-school clothing and 
school supplies are exempt from sales and use taxes. 

  Current Status:    2/23/2016 - Referred to Committee House Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-454 

  
HB466 TAX-EXEMPT-DIGITAL ADVERTISING (SMITH R) To specifically exempt digital 

advertising services from sales and use tax. 
  Current Status:    5/25/2016 - PASSED BY SENATE; Vote 32-1 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-466 

  
HB467 UNEMPLOYMENT COMPENSATION FUND (BUTLER, JR. J) To establish a loan from the 

Budget Stabilization Fund to the Unemployment Compensation Fund, to require the 
Director of Job and Family Services to recommend a program to incentivize the purchase of 
private unemployment insurance, and to require a study on the solvency of the 
Unemployment Compensation Fund. 

  Current Status:    4/13/2016 - Referred to Committee House Insurance 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-467 

  
HB473 UTILITY SERVICE TAX-LEVY (AMSTUTZ R) To require voter approval before a county 

may levy a new utilities services tax, to allow small businesses to count employees of 
related or affiliated entities towards satisfying the employment criteria of the business 
investment tax credit, to permit a bad debt refund for cigarette and tobacco product excise 
taxes paid when a purchaser fails to pay a dealer for the cigarettes or tobacco products and 
the unpaid amount is charged off as uncollectible by the dealer. 

  Current Status:    5/17/2016 - House Ways and Means, (Fourth Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-473 

  
HB475 MOTION PICTURE-TAX CREDIT (SCHURING K) To authorize motion picture companies 

to transfer the authority to claim refundable motion picture tax credits to other persons, to 
adjust how the credit is calculated, to increase the total amount of credits that may be 
awarded per year, to remove the limit on the maximum credit amount that may be awarded 
to a motion picture, and to create a job training program for resident film crew members. 

  Current Status:    5/24/2016 - REPORTED OUT AS AMENDED, House Finance, 
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(Fourth Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-475 

  
HB484 TAX-EXEMPT PRODUCTS (SYKES E, CERA J) To exempt from sales and use tax the 

sale of nonprescription human drugs, feminine hygiene products associated with 
menstruation, and disposable baby diapers, to reimburse the Local Government Fund and 
Public Library Fund and county and transit sales and use tax collections for any revenue 
lost due to those exemptions, and to create the Legislative Commission on Middle Class 
Economic Strength to study proposed income, sales, or use tax legislation that changes the 
proportionate tax burden among income classes or other classes. 

  Current Status:    4/13/2016 - Referred to Committee House Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-484 

  
HB485 INCOME TAX DEDUCTION-TUITION (RAMOS D) To reinstate the state income tax 

deduction for qualified higher education tuition and fee payments that expired December 
31, 2005. 

  Current Status:    4/13/2016 - Referred to Committee House Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-485 

  
HB489 MINE FUNDS (CERA J) To credit a portion of the money derived from the Kilowatt-Hour 

Tax Receipts Fund to the Abandoned Mine Reclamation Fund, the Acid Mine Drainage 
Abatement and Treatment Fund, and the Mine Safety Fund and to make other changes to 
those funds. 

  Current Status:    5/10/2016 - House Ways and Means, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-489 

  
HB491 TAX CREDIT-PILOT PROGRAM (ANIELSKI M) To establish a five-year pilot program 

whereby taxpayers with facilities in this state with activated foreign trade zone status may 
claim a nonrefundable commercial activity tax credit equal to the amount redeployed by the 
taxpayer to job creation or other specified projects. 

  Current Status:    5/24/2016 - House Ways and Means, (Second Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-491 

  
HB492 CAPITAL IMPROVEMENT-PILOT (ROGERS J, DRIEHAUS D) To create the 

Supplemental State Capital Improvements Pilot Program funded by a temporary transfer 
from the Budget Stabilization Fund and to make an appropriation. 

  Current Status:    4/13/2016 - Referred to Committee House Finance 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-492 

  
HB515 HEATING FUELS-SALES TAX (PATTERSON J, CERA J) To exempt from sales and use 

taxation the bulk sale of firewood and certain other heating fuels, and to reimburse the 
Local Government Fund and Public Library Fund and county and transit sales tax 
collections for the resulting revenue losses. 

  Current Status:    4/26/2016 - Referred to Committee House Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-515 
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HB547 MBR-OBM (SMITH R) To provide authorization and conditions for the operation of state 

programs and to make appropriations. 

  Current Status:    5/24/2016 - SUBSTITUTE BILL ACCEPTED, House Finance, 
(Fourth Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-547 

  
HB563 INCOME TAX-LAYOFFS (RAMOS D) To provide for payments to municipalities or school 

districts for their lost income tax revenue after a business lays off 50 or more employees 
within their jurisdiction. 

  Current Status:    5/12/2016 - Introduced 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-563 

  
HB565 TAX CREDIT-STUDENT LOANS (RAMOS D) To allow a credit against the income tax or 

commercial activity tax for graduates or employers who make payments on student loans 
obtained by the graduate to earn a degree from an Ohio college or university. 

  Current Status:    5/12/2016 - Introduced 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-HB-565 

  
SB2 INTERNAL REVENUE SERVICE-INCORPORATE CHANGES (PETERSON B) To 

expressly incorporate changes in the Internal Revenue Code since March 22, 2013, into 
Ohio law, and to declare an emergency. 

  Current Status:    2/14/2016 - SIGNED BY GOVERNOR; eff. 2/14/2016 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-2 

  
SB12 INCOME TAX CREDIT-SCIENCE RELATED DEGREE (HOTTINGER J) To grant an 

income tax credit to individuals who earn degrees in science, technology, engineering, or 
math-based fields of study. 

  Current Status:    2/4/2015 - Referred to Committee Senate Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-12 

  
SB18 TAX CREDIT-NATIONAL GUARD EMPLOYMENT (GENTILE L) To authorize a refundable 

income tax credit for employers that hire one or more qualified veterans or members of the 
National Guard or reserves. 

  Current Status:    4/27/2016 - Senate Ways and Means, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-18 

  
SB21 EARNED INCOME TAX CREDIT RESTRICTION (SKINDELL M) To remove the income 

restriction on the earned income tax credit and to make the credit refundable beginning in 
2015. 

  Current Status:    2/4/2015 - Referred to Committee Senate Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-21 

  
SB40 ECONOMIC DEVELOPMENT TAX CREDIT (BEAGLE B) To authorize tax credits for 

contributions of money to economic and infrastructure development projects undertaken by 
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local governments and non-profit corporations. 
  Current Status:    6/10/2015 - Senate Ways and Means, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-40 

  
SB41 NEW MARKETS TAX CREDIT QUALIFICATIONS (BEAGLE B, TAVARES C) To modify 

the qualifications for the New Markets Tax Credit and the schedule for receiving the credit. 
  Current Status:    6/3/2015 - Senate Ways and Means, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-41 

  
SB52 AIRCRAFT FUEL EXCISE TAX (BEAGLE B) To subject the receipt of motor fuel used to 

operate aircraft to the motor fuel excise taxes rather than the sales and use taxes and to 
require a percentage of motor fuel excise tax revenue to be used for airport improvements. 

  Current Status:    2/18/2015 - Referred to Committee Senate Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-52 

  
SB88 FELON EMPLOYMENT TAX CREDIT (TAVARES C, THOMAS C) To create a tax credit for 

the employment of individuals who have been convicted of criminal offenses. 
  Current Status:    3/4/2015 - Referred to Committee Senate Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-88 

  
SB100 SALES TAX HOLIDAY-ENERGY STAR (BROWN E) To provide a three-day sales tax 

"holiday" each April during which sales of qualifying Energy Star products are exempt from 
sales and use taxes. 

  Current Status:    3/4/2015 - Referred to Committee Senate Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-100 

  
SB198 NON-RESIDENT MUNICIPAL INCOME TAX (JORDAN K) To prohibit municipal 

corporations from levying an income tax on nonresidents' compensation for personal 
services or on net profits from a sole proprietorship owned by a nonresident. 

  Current Status:    9/29/2015 - Senate State and Local Government, (First Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-198 

  
SB208 STATE INCOME TAX (BEAGLE B) To make technical changes to the state income tax law, 

to modify the requirements for receiving the joint filing credit. 

  Current Status:    11/15/2015 - SIGNED BY GOVERNOR; Eff. 2/15/2016, Certain 
provisions effective 11/15/2015 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-208 

  
SB209 OHIO RURAL JOBS ACT (HITE C) To enact the "Ohio Rural Jobs Act" which authorizes a 

nonrefundable tax credit for insurance companies that invest in rural business growth funds, 
which are certified to provide capital to rural and agricultural businesses. 

  Current Status:    12/8/2015 - House Agriculture and Rural Development, (Second 
Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-209 
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SB235 INCREASED VALUE-PROPERTY TAX (BEAGLE B, COLEY W) To exempt from property 

tax the increased value of property on which industrial or commercial development is 
planned until construction of new commercial or industrial facilities at the property 
commences. 

  Current Status:    5/4/2016 - PASSED BY SENATE; Vote 22-11 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-235 

  
SB246 CAUV COMPUTATION-CAPITALIZATION RATE (HITE C) To require that the 

computation of the capitalization rate for the purposes of determining CAUV of agricultural 
land be computed using a method that excludes appreciation and equity buildup. 

  Current Status:    4/27/2016 - Senate Ways and Means, (Fourth Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-246 

  
SB260 CAPITAL REAPPROPRIATIONS (COLEY W) To make capital reappropriations for the 

biennium ending June 30, 2018. 
  Current Status:    2/21/2016 - SIGNED BY GOVERNOR; eff. 7/1/2016 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-260 

  
SB288 INCOME TAX-PASS THROUGH ENTITIES (EKLUND J) To revise the law governing how 

taxes on income from pass-through entities is to be reported and paid by the entities and 
their investors. 

  Current Status:    4/20/2016 - Senate Ways and Means, (Second Hearing) 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-288 

  
SB289 MOTION PICTURE TAX CREDIT (PATTON T) To increase the overall cap on the motion 

picture tax credit from $40 million per fiscal biennium to $100 million for the current fiscal 
biennium and $160 million for all subsequent biennia. 

  Current Status:    4/12/2016 - Referred to Committee Senate Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-289 

  
SB302 PROPERTY TAX EXEMPTION-MILITARY VETERANS-DISABLED (SCHIAVONI J, 

GENTILE L) To exempt from property taxation the primary residence of military veterans 
who are disabled. 

  Current Status:    4/12/2016 - Referred to Committee Senate Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-302 

  
SB305 TAX CERTIFICATES-SALE PROHIBITION (WILLIAMS S) To prohibit the sale of tax 

certificates for parcels owned by a person sixty-five years of age or older and that include 
the primary residence of the owner. 

  Current Status:    4/12/2016 - Referred to Committee Senate Ways and Means 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-305 

  
SB310 CAPITAL APPROPRIATIONS (OELSLAGER S) To make capital appropriations and 

changes to the law governing capital projects for the biennium ending June 30, 2018. 
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  Current Status:    5/17/2016 - SIGNED BY GOVERNOR; eff. in 90 days 

  State Bill Page:    https://www.legislature.ohio.gov/legislation/legislation-
summary?id=GA131-SB-310 
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