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The Ohio

Manufacturers’

AS SOCIATION

OMA Tax Policy Committee
February 20, 2014

Welcome & Self-Introductions:

Discussion

Guest Speaker

Discussion

OMA Counsel’s Report

OMA Public Policy Report

AGENDA

Allan Thompson, Chairman
A K Steel Corporation

House Bill 375
MBR
CAT Rumors

Randy Cole
Office of Budget and Management

Unemployment Compensation

Mark Engel
Bricker & Eckler

Rob Brundrett
OMA Staff

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:

Taft/
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Randy Cole

Randy serves as Controlling Board President and Policy Advisor to Office of Budget and
Management (OBM) Director Tim Keen. In addition to controlling board duties, he coordinates
shared services and government reform initiatives for Governor John Kasich’s administration,
including leading the team that developed “Beyond Boundaries- A Shared Services Action Plan for
Ohio Schools and Governments”. In March 2013, Government Technology magazine and the
Center for Digital Government named Randy as one of the nation’s Top 25 Doers, Dreamers &
Drivers of 2013.

He is the OBM designee to:

e The Ohio Turnpike Commission

e The MARCS Steering Committee (the statewide emergency radio system)

e The OAKS Steering Committee (The state ERP)

e The Local Government Innovation Council (Overseeing $45 million to support efficiency
and collaboration in schools and local governments)

e The Governor’s Office of Health Transformation Program Office (as an advisor for shared
services and system delivery transformation in health and Human Services)

e The Technical Standards Sub-committee of the Statewide Next Generation 9-11 Steering
Committee.

Most recently, he served for two years as Director of Audit Services and Technology for Auditor of
State Mary Taylor. He supervised Local Government Services (LGS), the Performance Audit
Section, and Information Technology Section, including the Uniform Accounting Network (UAN).

Prior to his latest government service, Cole worked as a sales and marketing executive at
FirstEnergy Corporation and served as President of a technology company that specialized in
online application development for government clients.

Randy began his career in the Ohio Statehouse in 1989 as an LSC intern then served as a budget
analyst for the Ohio Senate before working in Summit County government for Six years.

Randy has a Bachelor of Science Degree in Public Policy Management from the University of
Akron and completed graduate coursework at the John Glenn School at The Ohio State
University. Randy is also a graduate of Leadership Akron and Leadership Ohio.

He and his wife, Cyndra reside in Akron with their four children.

About the Controlling Board: The Controlling Board provides legislative oversight over certain capital and
operating expenditures by state agencies and various other state fiscal activities. The seven-member board
meets approximately every two weeks to consider requests submitted by state agencies and universities.
The board consists of: the President, the chairs of the House and Senate Finance Committees, two
members of the House appointed by the Speaker of the House, and two members of the Senate appointed
by the President of the Senate.
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OBM

February 11, 2014

MEMORANDUM TO: The Honorable John R. Kasich, Governor
The Honorable Mary Taylor, Lt. Governor
FROM: Timothy 8. Keen, Director K
SUBJECT: Monthly Financial Report
ECONOMIC SUMMARY

- pace across the coyntry anq

Economic Growth

Real GDP cxpanded 3.2% in the fourth quarter, following a 4.1% increase in the third quarter.
Growth approximately doubled from 1.8% in the first half of 2013 to 3.7% in the second half.
The second-half growth rate was the second strongest half-year of the current expansion,
following the period that ended in the first quarter of 2012, Compared with a year carlier, real
GDP was higher by 2.7%, the best result since the third quarter of 2012,

Although growth decelerated from the third quarter to the fourth, the fact that fourth quarter
growth was still above 3 percent was encouraging because the third quarter growth relied heavily
on inventory buildup. This had cansed many analysts to fear that fourth quarter growth would be
considerably weaker, but that did not occur.
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Since the expansion officially began in the second quarter of 2009, real GDP has advanced at an
anmual rate of 2.4% — the slowest pace during the first eighteen quarters of any expansion that
has lasted at least that long during the post-war period. In contrast, real GDP grew at a
compound annual rate of 3.2% on average during the first eighteen quarters of the expansions
following the 1990-91 and 2001 recessions. The performance of final sales, calculated by
excluding the change in inventories from GDP, during the current expansion has been even
weaker, with growth of only 1.9%, compared with approximately 3.0% during the previous two
expansions.

Growth in the fourth quarter was driven by personal consumption expenditures, exports,
investment in nonresidential structures, private inventory investment, and state and local
government spending. Federal government spending and investment in residential structures
subtracted from overall GDP growth. Imports, which are subtracted from other components of
GDP to arrive at the total, ncreased.

The deceleration in fourth quarter real GDP primarily resulted from the deceleration in private
inventory investment, the larger decrease in federal government spending, the downturn in
mvestment in residential structures, and the deceleration in state and local government spending,
the slowdown in imports, and the decelerations in state and local government spending and
nonresidential fixed investment. Faster growth in exports and personal consumption expenditures
and the deceleration in imports partially offset the effects of slower growth in other categories.

Leading indicators remain consistent with nuninterrupted growth into 2014. The 4-week moving
average of ECRI’s Weekly Leading Index increased during the week of January 24 for the fifth
week in a row. Recent strengthening in the index has lifted the smoothed rate of change to 4.3%
from 1.7% just four weeks ago. The index clearly remains consistent with continued economic
growth.

At the same time, the composite Leading
Economic Index from the Conference Board

has remained solid. The index managed a small 150
0.1% increase in December, but increased at an
annual rate of 7.0% during the last half of 2013. 445
Five out of the ten components made positive
contributions during December. The strongest 149
contributions came from the interest rate
spread, the leading credit index and the ISM 45
new orders index. The recent gains in the index
resuited in a smoothed rate of change of 5.8% 130
in December — down from a spike up to 6.5% in
November, but up from the trough of 1.2% in 125
August 2012.

Ohio Coincident Economic Index
July 1992 =100

: . 120 —
The Ohio economy has slowed in recent 07 08 09 10 11 12 13
months, according to the Ohio Coincident Source: Philadelphia Federal Reserve Bank
Economic Index, compiled by the Federal =23 1-Quarter —— 4-Quarter
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Reserve Bank of Philadelphia. The index edged higher by just 0.1% in December after no change
in November and declines of 0.1% cach in September and October. The state coincident index
combines four state-level indicators to summarize current economic conditions. The four
components are nonfarm payroll employment, average hours worked in manufacturing, the
unemployment rate and real wage and salary disbursements.

Across the 50 states, the Coincident Economic Index was higher than one month earlier in 41
states, up from 37 states in July. The index also was higher than three months earlier in 46 states
~up from 40 states in July. The diffusion of increases and decreases across states in the past has
been a reliable and timely indicator of turning points in the business cycle, and continues to
suggest uninterropted growth in the national economy, and thus also in the Ohio economy.

The companion Ohio Leading Economic Index stayed in the sub-1.5% range for the seventh
month in a row in December. The index, which is compiled by the Federal Reserve Bank of
Philadelphia, is designed to predict the rate of increase in the coincident index during the next six
months. The index registered its first negative reading (-0.2%) since the recession in August, and
then improved to +0.5% in September and +1.2% in October before settling to +1.0% in
November and +0.8% in December. Index values have been revised significantly on occasion,
but as it stands the recent pattemn is consistent with ongoing expansion of the Ohio economy
through the winter and spring but at the recent moderate pace.

The Ohio Leading Indicator from the Ohio Bureau of Labor Market Information tells a similar
story for Ohio. For the fourth month out of the last five, the index was unchanged. It was higher
by only 0.6% from six months earlier, compared with a 1.7% increase during the previous six-
month stretch. Compared with a year earlier, the indicator was higher by 1.2% in November.

The diffusion of positive readings in the individual leading indexes from the Federal Reserve
Bank of Philadelphia across states remained high. The leading index was negative for only three
states in December, down from an expansion-high of nine states in May. The number of states
with negative readings last increased to double-digits in May 2007 — seven months prior to the
onset of the last recession — so, the breadth of increases across states strongly suggests continued
expansion in the national economy at least in the near term.

The economy in and around Ohio continued to expand at a moderate pace during the six weeks
ended in mid-January, according to a survey by the Federal Reserve Bank of Cleveland. Most of
the respondents reportedly had a positive outlook for 2014 and expected demand to remain at
current levels or increase.

The consensus among forecasters is that real GDP will slow in the first half before picking up
stcam heading into late 2014 and early 2015. IHS Global Insight projects that real GDP is
expanding at slightly less than 2.0% in the current quarter and will speed up to just over 3.0% by
year end. In addition, the forecasting firm projects growth from the fourth quarter of 2014 to the
fourth quarter of 2015 of approximately 3.5%.
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Employment

Nonfarm Payroll Employment

Labor markets continued to improve at a modest January 2010 = 100

pace m January. Total nonfarm payroll ;e

employment increased by 113,000 jobs in
January, compared with a consensus forecast of
approximately 180,000. The December change 106 F
was revised higher by only 1,000 workers to o
75,000, but the November change was revised 104 for
upward by 33,000 workers to an increase of o
274,000. Weather reportedly was a major factor 102 ) 7
holding back job gains in December, but was -
supposedly less of a factor in January. o

100
The average increase in payrolls of 94,000 during
Dcecember and January compared with average — g4 .

monthly job growth of approximately 200,000 10 11 12 13 14
during the past year. During the last twelve -— Ohio {through Dec)--- U.8. (through Jan)
months, total payrolls increased by 2.238 million

jobs, or an average of 187,000 jobs per month. Interpretation of the recent trend remains
somewhat clouded by the temporary exit in October and return in November of furloughed
federal government workers and the onset of harsh weather across much of the country in
December that lasted into January.,

The unemployment rate decreased to 6.6% in January from 6.7% in December. That marks the
lowest level for the unemployment rate since October 2008 — at the inception of the financial
crisis. The broadest measure of unemployment — the so-called U-6 unemployment rate —
decreased to 12.7% in January — the lowest level since November 2008.

Job gains were concentrated in construction (+48,000), professional and business services
(+36,000), and manufacturing (+21,000). Employment decreased in federal, state and local
government (-29,000) and retail trade (-13,000).

Ohio total nonfarm employment increased by 5,000 jobs in December, largely recouping the
decrease of 7,000 in November. Private sector job growth was slighily stronger, at 5,400 jobs.
The December change brought the total employment increase for the year to +25,600 jobs.
Private sector job growth for the year was 35,100 jobs. Employment growth has slowed notably
in recent months, largely reflecting weakness in the government, information, financial activities
and construction sectors. The strongest growth in employment has occurred recently in
educational and health services, professional and business services, the trade, transportation and
utilities sector, and leisure and hospitality.

The Ohio unemployment rate decreased in December to end the year at 7.2% — the lowest since
last July. The rate is up 0.5 percentage points since the low for the cycle of 6.7% that was
reached last December.

Page 7 of 97



Consumer Income and Consumption

Households increased spending by a bit more than
income again in December and made up the
difference by saving less out of current income.
Personal consumption expenditures increased
0.4%, whercas personal income was flat in
December. The saving rate dipped to 3.9% of
disposable income from 4.3% the month before and
5.1% as recently as September. Compared with a
year earlier, income was down 0.8% and
consumption was up 3.8%.

As shown in the chart below, growth in real income
and consumption has diverged in recent months with
spending growth picking up and income growth
trailing off. The large decline in rcal disposable
income on a year-over-year basis in December is the
result of the steep temporary jump in December 2012
prompted by taxpayer actions to avoid possible or
actual tax incrcases that started in 2013.

Real Income and Consumption
12-Month % Change
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Real consumer spending growth in the fourth quarter was the fastest in three years. Spending on
services and non-durable goods was particularly strong, despite the weakness in consumer

confidence in September and October.

Retail sales at the start of the holiday shopping period
in and around Ohio were above year ago levels,
according to the Fed survey. Sales of electronics, cold
weather apparel and footwear were especially brisk.
Some retailers reported a softening in sales during the
course of December. Promotions were reportedly
higher than normal for this time of year. Sales of new
motor vehicles are expected to be strong in 2014, but
not to increase by as much as in 2013.

Consumer confidence recovered nicely in December
and largely held its ground in January. The Conference
Board measure is not quite back to its June high due to
the incomplete rebound in expectations, but the
assessment of current conditions is the best since
before the financial crisis hit in  2008. The
Reuters/University of Michigan survey has followed a
similar pattern.
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Manufacturing

Industrial production tacked 0.3% in December onto the 1.0% gain in November. The
November increase reflected harsher than normal weather, which boosted utility output, but the
December increase was due to broad-based increases across industries in manufacturing, which
increased 0.4%. Mining output increased 0.8%, as activity further recovered from October storm
shutdowns. Utility output increased 3.0%, reflecting the early arrival of cold weather. Compared
with a year earlier, industrial production was higher by 3.2% and manufacturing output was
higher by 2.6%. Capacity use increased to 79.2% — the highest since May 2008. In
manufacturing, capacity use increased to 77.2% — the highest since March 2008.

Of particular importance to the Ohio economy, motor vehicle assemblies increased 2.3% to a
seasonally adjusted annual rate of 11.5 million units in December — about 830,000 units above
the average during the previous twelve months. Production across other industries that are
important to Ohio was mixed. Production of primary metal increased by 1.4% in December,
production of fabricated metal decreased 0.5%, and production of machinery decreased 1.9%.
Together with the motor vehicle industry, these three industries account for almost one-half of
manufacturing jobs in Ohio and approximately one out of every thirteen private sector jobs in the
state, before seasonal adjustment.

Factories in and around Ohio reported that demand continued at a moderate to robust level
during the month and a half ending in mid-January, according to the Federal Reserve Bank of
Cleveland survey. The strongest activity was reported by suppliers to the aerospace, housing,
motor vehicle, and oil and gas industries. Defense contractors expect that the recently enacted
federal budget will boost activity in the year ahead. Steel producers reported stable to slowly
increasing shipments, primarily due to demand

from the transportation and oil and gas Pur chas’i\lng Managers Index

. . . eutral = 50

industries. Defense orders remained weak.

As a counterpoint to the recent upturn in
manufacturing  activity, the  Purchasing
Managers’ Index moved sharply lower in
January, although it remained just above the
neutral level of 50 for the eighth straight month.
The composite index edged fell to 51.3 from
56.5, and the new orders and production indexes
decreased from 64.4 to 51.2 and from 61.7 to
54.8, respectively. The commentary from
purchasing managers who responded to the
survey included many references to the harsh
weather, so perhaps this result is artificially low.

07 08 09 10 11 12 13 14
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.S. Housing Permits
Millions, SAAR

Construction

Construction put-in-place inccased by 0.1% in
December. The weak month followed growth at a
9.3% annual pace during the three previous months.
From the low point in February 2011, construction
spending has increased 23.4%, or at an annual rate
of 7.7% during the 34 months ending in December
2013. Despite this gain, the pace of construction
remains 23.3% below the monthly peak reached in
March 2006.

Compared with a year earlier, total construction £
put-in-place was higher by 7.2% in December. 0.0 rm o o r 051011 1213 14
Private construction was up 10.8%, while public

construction was essentially flat. Propelled by both single-family and multi-family categories,
private residential construction was higher by 24.9%. Nonresidential construction decreased
1.7% from December 2013, held back by power (-25.7%), communication (-13.0%) and
religious (-6.5%). Lodging (+32.7%), transportation (+24.3%), and commercial (+227%) were
the fastest growers.

Housing starts were strong again in December, lifting the 3-month moving average 4.4% for the
month after an 8.4% mcrease the month before. Across the Midwest, starts fell by 3.1%, but the
decline was entirely due to a decrease in multi-family starts. Single family starts in the Midwest
increased by 5.3% on top of a 5.6% increase in November.

Housing permits were essentially flat across the country and down in the Midwest. U.S. permits
increased 0.6% in December on a 3-month moving average basis to 9.4% above the vear eatlier
level. The year-over-year rate of change was 31.8% in January 2013, Total permits fell 7.6% in
the Midwest, with single family permits down 3.2%.

Homebuilders in and around Ohio reported starts of both single family and multi-family homes
at a robust pace, according to the Federal Reserve of Cleveland. The strongest activity seems to
have occurred for higher priced homes; relatively few starter homes were reportedly under
construction. The inventory of improved lots was reported to be low.

Existing home sales decreased across the country and in the Midwest for the third month in a
row on a 3-month moving average basis. Nationally, sales fell 2.8% in December after a 3.6%
decrease in November. In the Midwest, sales fell 3.6% in December after a 4.2% decrease in
November. The inventory of existing homes for sale remained low in December, Available
existing homes for sale decreased to 1.86 million units — the lowest since January 2013 and only
4.6 months of supply at the current pace of sales. The inventory of new homes for sale
increased slightly in absolute terms and increased to 5.0 months of supply.
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Home prices increased for the twenty-second straight
month in November, according to the S&P/Case-Shiller
Index of prices in 20 major markets. The index was
13.8% above its year ago level and 20.8% above its
recession trough, but remamed 19.9% below the peak
reached in Aprii 2006. Home prices in Cleveland
increased 1.2% in November, marking — in combination
with solid increases in September and October —a
significant upturn from a flat pattern for a number of
months. Cleveland home prices are 6.0% higher than a
year earlier, but remain 13.2% below the peak reached in
January 2006.

S&P Case/Shiller Home Price Index
20-City Average
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REVENUES

January GRF receipts totaled $3,108.1 million and were $344.4 million (12.5%) above the
estimate. Monthly tax receipts totaled $2,129.2 million and were $179.7 million (9.2%) above
the estimate, while non-tax receipts totaled $978.9 million and were $164.8 million (20.2%)
above estimate. Variances for the fiscal year to date by category are provided in the following
table ($ in millions).

Category | Includes: YTD Variance % Variance
Sales & use, personal income, corporate
franchise, financial institutions,
Tax commercial activity, MCF, public utility,
. kilowatt hour, foreign & domestic $186.1 million 1.6%
receipts

insurance, other business & property
taxes, cigarette, alcoholic beverage,
liquor gallonage, & estate

Federal grants, earnings on investments,

Non-tax | |4 ces & fees, other income, intrastate |  $150.4 million 2.8%
receipts
transfers
Transfers Bu@get stabilization, liquor transfers, $46.3 million 723.9%
capital reserve, other
TOTAL REVENUE VARIANCE: $382.8 million 2.2%

On a year-over-year basis, monthly receipts were $258.5 million (9.1%) more than they were in
January of the previous year, primarily as a result of a $313.2 million (47.8%) year-over-ycar
increase in federal grants. Despite a large gain in non-auto sales and use tax receipts, which
collected $101.9 million {14.9%) more than in the same month last vear, total tax receipts were
$44.7 million {2.1%) below last year’s collections for January. The decline in tax receipts can be
mostly attributed to a large decline in personal income tax receipts of $173.0 million (14.0%) as
compared to last year’s total for January. This is largely the impact of the 9% cut in withholding
rates implemented in September 2013, and the first impacts of the 2013 tax rate cuts (8.5%) and
the small business deduction (50%). As planned, there were no liquor profits transfers this
month, since the liquor enterprise and its profits have been Ieased to JobsOhio.
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GRF Revenue Sources Relative to Monthly Estimates — January 2014
($ in millions)

Individual Sources Above Estimate Individual Sources Below Estimate

Non-Auto Sales and Use Tax $17.2 Auto Sales and Use Tax (3$3.0)
Personal Income Tax $188.2 Financial Institutions Tax ($32.8)
Corporate Franchise Tax §13.3 Commercial Activity Tax ($6.7)
MCF Tax $1.1 License & Fees (52.8)
Federal Grants £167.1 ISTV’s ($1.2)
Earnings on Investments $2.2

Other Sources Above Estimate $2.7 Other Sources Below Estimate ($0.8)
Total above $391.7 Total below (3473)

{Note: Due to rounding of individual sources, the combined sum of sources above and below estimate may differ slightly from the total
variance.)

Tax Revenue Comparison by Month
($ in billions)

®FY 2012 @FY 2013 BFY 2014

Receipts
COODOA2a22NMNNN
ohhopohhmoON MO

July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. April May June

Non-Auto Sales and Use Tax

January non-auto sales and use tax receipts totaled $788.1 million and were $17.2 million (2.2%)
above the estimate. This surplus was nearly equal to the shortage in December. Thus, year-to-
date collections improved somewhat, yet remain below estimate by $10.2 million (0.2%). On a
year-over-year basis, January 2014 receipts were $101.9 million (14.9%) above the $686.2
million collected in January 2013. The size of the annual year-over-year increase was in part due
to the base and rate changes enacted in H.B. 59 (the state tax rate has been 4.5% higher than it
was since September, which has since boosted collections). Higher collections from Medicaid
health insuring corporations (MHICs) have also played a part, as Medicaid spending for certain
categories of cases have begun to shift to managed care capitation payments subject to the sales
tax.

-10-
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Auto Sales Tax

January auto sales tax revenues fell short of the estimate for the second time this fiscal year,
(having also missed the estimate in November) as receipts totaled $89.7 million and were $3.0
million (3.2%) below the estimate. Year-to-date collections remain above estimates by $21.9
million (3.3%), despite the slowdown in Janunary, which could be attributable to extreme winter
conditions. On a year-over-year basis, monthly receipts were $3.3 million (3.8%) higher than
receipts for the same month in the previous year, while year-to-date receipts for the first half of
the fiscal year were $61.7 million (10.0%) above those for the same period in the prior fiscal
year. As mentioned in the non-auto sales tax section, this year-over-year increase is partly due to
the rate changes enacted in H.B 59.

Personal Income Tax

January personal income tax receipts totaled $1,062.5 million and were $188.2 million (21.5%)
above the estimate. The majority of this overage was duc to lower-than-expected refunds, which
is likely tied to a delay in the beginning of the filing season by the IRS. The IRS didn’t begin
accepting tax returns until January 31, which likely resulted in delayed filings at the state level
as well. January refunds totaled $67.1 million and were $116.1 million short of the estimate of
$183.2 million - a shortfall of 63.4%. This situation is expected to be resolved as the tax filing
season unfolds in the coming months, thus bringing refunds more in line with estimates.

Quarterly estimated payments also contributed to the overage in January. Receipts for this
component totaled $345.6 million, which exceeded the estimate by $72.4 million (26.5%). There
is not enough information to determine the reason for this overage at present. It is possible that
this could be partially due to unanticipated growth in non-wage income such as dividends and
capital gains. On the other hand, it is also possible that the overage is due, in part, to the timing
of the impact of the new income tax deduction for small business income and/or the overall rate
cuts (enacted in HB. 59 of 130t G.A)) being different than what OBM estimated. OBM
estimated the impact of the rate cuts and the deduction on different categories of payments such
as estimated payments, annual returns, and refunds based on the experience with analogous tax
cuts at the federal level and in other states, but these estimates were understood to be subject to
substantial uncertainty. Taxpayers may not have reduced their estimated payment to reflect their
tax savings from the deduction or the rate cuts to the extent anticipated. As a result refunds could
be larger than estimated in the coming months as taxpayers file their annual returns.
Unfortunately, it will be difficult to judge whether this is the case until much later in the income
tax filing season.

The payments associated with annual returns were another component with a positive overage in
January. Receipts totaled $33.2 million and were $21.5 million (183.7%) above the estimate.

The withholding component continued its shortfall for the third consecutive month. Receipts
totaled $761.5 million and were $19.0 million (2.4%) below the estimate of $780.5 million. The
year-to date variance vs. estimate for this component is now -$0.7 million (0.0%).

-11-
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On a year-over-year basis, January personal income tax receipts were $173.0 million (14.0%)
below the January 2013 level. The quarterly estimated payments component was the main source
of this slack with receipts that were $20.0 million (20.7%) below the same month a year ago.
Year-to-date, personal income tax receipts for the first seven months in fiscal year 2014
exceeded the estimate by $234.3 million (4.6%) but were lower by $178.5 million (3.2%) than
the level in the corresponding period of fiscal year 2013. Collections are lower than the year
before primarily due to the tax rate cuts and new small business deduction enacted for tax year
2013 by the current operating budget bill (HB 59). As mentioned in the economic overview,
there is also the impact from the acceleration of income into tax year 2012 to avoid federal tax
increases, which boosted FY 2013 income tax revemues but also acts to depress FY 2014 growth.

FY2014 PERSONAL INCOME TAX RECEIPTS BY COMPONENT ($ in millions)
ESTIMATE ACTUAL $VAR | ESTIMATE ACTUAL $VAR
JAN JAN JAN Y-T-D Y-T-D Y-T-D
Withholding $780.5  $761.5 ($19.0)| $4677.8 $4,6771  (50.7)
Quarterly Est. $273.2 $345.6 $72.4 $781.6 $836.4 $54.8
Trust Payments $13.8 $10.8 ($3.0) $28.8 $24.0 ($4.8)
Annual Returns & 40 P $11.7 $33.2 %215 $159.5 $180.5  $341.0
Other $7.8 $8.1 $0.3 $68.1 $55.6 ($12.5)
Less: Refunds ($183.2)  ($67.1) $116.1 ($412.9)  ($245.5) $167.4
Local Distr. ($29.5)  ($29.6)  ($0.1) ($200.7)  ($201.6)  ($0.9)
Net to GRF $874.3 $1,062.5 $188.2 $5,102.2 %$5,336.5 %$234.3

Corporate Franchise Tax

As noted m previous months’ reports, although corporate franchise tax has been eliminated, prior
year settlement activity continues, and has resulted in receipts of $13.3 million in January, while
the estimate for the tax was zero. Small amounts of settlement activity and refunds are Tikely to
occur in the months ahead. On a year-over-year basis, January 2014 receipts for this tax source
were $14.8 million (52.7%) below those of January 2013.

Financial Institutions Tax

January was the first month of collections for the new financial institutions tax. Receipts totaled
$41.2 million and were $32.8 million (44.4%) below the estimate. This variance is likely
attributable to the due date of the tax being January 31% and the posting of payments expected in
January occurring in early February. Based on results seen early in the month of February, OBM
expects combined collections for January and February to at least meet the two month estimate
for the tax.

Commercial Activity Tax
January GRF receipts from the commercial activity tax (CAT) totaled $29.5 million and were

$6.7 million (18.5%) below the $36.2 million estimate. Year-to-date GRF CAT receipts totaled
$418.1 million and were $35.8 million (7.9%) below estimate.

_12.-
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All-funds CAT receipts for January (net of refunds) totaled $68.3 million and were $4.7 million
below the $73.0 million estimate. All-funds receipts for the year-to-date totaled $879.9 million
and were $82.8 million (8.6%) below the estimate.

Year-to-date, GRF CAT receipts have decreased by $12.1 million (2.8%), while all-funds CAT
receipts are $8.5 million (0.7%) above the same point in fiscal year 2013. The explanation for
the decline in GRF receipts, while all-funds revenues have grown, is that starting with
November, some CAT receipts are being deposited in the new motor fuel fund. Thus, the 50%
share of CAT revenues going to the GRT is being calculated against a smaller base that excludes
motor fuel related collections ($25.8 million year-to-date).

Kilowatt-Hour Tax

January kilowatt hour tax receipts totaled $26.0 million and were $0.9 million (3.6%) above
estimate for the third month in a row. Year-to-date collections continued to improve from earlier
in the year yet still were below the estimate by $7.6 million (4.2%). On a year-over-year basis,
this tax source was $2.3 million (9.7%) above the January 2013 level. This month’s surplus may
reflect heightened demand for energy following more extreme winter conditions.

Cigarette Tax

Cigarette tax receipts for the month of January totaled $67.6 million, slightly exceeding the
estimate of $67.2 million. On a year-over-year basis, January 2014 cigareite tax receipts were
$2.7 million (3.9%) below the level for the same month of the previous fiscal year. Year-to-date,
the collection for the first seven months of FY 2014 has exceeded the estimate by $3.5 million
(0.8%), and was marginally higher by $0.02 million (0.0%) than the level in the corresponding
period of fiscal year 2013.

GRF non-tax receipts totaled $978.9 million in January and were $164.8 million (20.2%) above
estimate, Nearly all of the variance can be attributed to Medicaid revenue received under the
federal grants line. Medicaid revenue exceeded the estimate by $167.1 million for the month.
Adjustments for past periods more than offset shortfalls due to Medicaid underspending. Also
contributing to the positive variance in January were earnings on investments that totaled $4.7
million and exceeded the estimate by $2.2 million (87.0%). On a year-over-year basis, January
non-tax receipts were $313.6 million (47.1%) higher than January 2013. There were no GRF
transfers for January. Year-to-date, transfers total $52.7 million and are $46.3 million (723.9%)
above estimates, mostly due to November’s transfer back of $34.6 million in CAT revenue into
the GRF, following the determination that the original fiscal year 2013 fransfer of revenue from
the GRF to the motor fuel fund had been too high. This reconciliation, required by statute, was
made once actual tax return date became available.
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FUND BALANCE

Table 5 describes the estimated General Revenue Fund (GRF) ending fund balance for FY 2014.
Based on the estimated revenue sources for FY 2014 and the estimated FY 2014 disbursements,
transfers, and encumbrances, the GRF ending fund balance for FY 2014 is an estimated $287.1
million,

The GRF ending fund balance should not be considered as a balance available for expenditure in
FY 2014 nor should it be considered as equivalent to the FY 2014 surplus calculation as defined
in Section 131.44 of the Ohio Revised Code.

It is important to note that the GRF ending fund balance will be impacted by any GRF
expenditures or transfers that may be authorized by the General Assembly or by the Controlling
Board during the course of the fiscal year.
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FUND BALANCE
GENERAL REVENUE FUND
FISCAL YEAR 2014
($ in thousands)

July 1, 2013 Beginning Cash Balance

Plus FY 2014 Actual Revenues
Plus FY 2014 Actual Federal Revenues
Plus FY 2014 Actual Transfers to GRF

Total Seurces Available for Expenditure & Transfer

Less FY 2014 Actual Disbursements
Less FY 2014 Actual Total Encumbrances as of June 30, 2014

Less FY 2014 Actual Transfers Out

Total Actual Uses

FY 2014 UNENCUMBERED ENDING FUND BALANCE

$ 2,639,250
20,091,089
8,863,000
373,613

31,966,951

29,983,524
439,068
1,257,369

31,679,961

286,991

OBM staff that contributed to the development of this report were:

Jason Akbar, Astrid Arca, Jim Bennett, Benjamin Boettcher, Frederick Church, Jim Coons, Paul
DiNapoli, Catherine Hookway, Joshua Hope, Kurt Kauffman, Sari Klepacz,
Matthew Martin, Ashley Nelson, Jeff Newman, Katherine Nickey, Steven Peishel, Penny Rader,
Aaron Rausch, Katja Ryabtseva, Daniel Schreiber, Lillian Stockell, Chris Whistler, and Andrew

White.

Isabel Louis,

w32 -
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Ohio Manufacturers’ Association
Tax Counsel Report
February 20, 2014

By Mark A. Engel
Bricker & Eckler LLP

Administrative Actions:

The Department issued Information Release EW 2013-01 — Guidelines for
Employers Providing Benefits to Employees Married in a Jurisdiction that
Recognizes Same-Gender Marriage — Issued Nov. 14, 2013. The Information
Release explains that income must be imputed to employees where an
employer provides various benefits to same-gender couples and their
dependents. A copy of the Information Release is attached to this report.
Recall that the Department had previously issued guidance for individuals
involved in same-gender marriages. 1T 2013-01 — Filing Guidelines for
Taxpayers Filing a Joint Federal Income Tax Return with Someone of the
Same Gender — Issued Oct. 11, 2013 — Revised Dec. 19, 2013.

The Department of Taxation issued Schedule IT SBD, instructions and work
sheet regarding the computation of the small business tax deduction that was
enacted by House Bill 59. A copy of the instructions and work sheet are
attached.

The Department of Taxation issued Information Release IT 2014-01 —
Modification to Non-Resident Personal Income Tax Nexus “Safe Harbor” —
Issued January 10, 2014. This release modifies Information Release PIT
2001-01, which describes various standards that the Department will apply to
determine whether a nonresident is subject to Ohio’s personal income tax.
Previously, section 1V, items O and P provided that a non-resident present in
Ohio for fewer than 7 days and with less than $2,500 in gross income; or with
employees present in Ohio for fewer than 7 days and with less than $2,500 in
gross income, respectively, did not have nexus. The new thresholds are 20
days and $10,000 in gross income for both provisions. This revision is
effective for taxable years 2014 and forward.

The Department of Taxation recently issued a release regarding minor
revisions to several sales tax rules as part of the regular 5-year review of such
rules. A copy of the release is attached.

The Department of Taxation issued a number of information releases in
January relating to the administration of the Petroleum Activity Tax. Those
releases include:

e PAT 2014-1, relating to licensing
e PAT 2014-2, relating to record retention
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e PAT 2014-3, relating to sampling
e PAT 2014-4, relating to suppliers having to file and pay tax electronically

Leqislative Actions:

House Bill 375, the bill designed to revamp Ohio’s severance tax with respect to oil and natural
gas, remains on the front burner at the General Assembly. A substitute bill was presented to the
House Ways & Means Committee on February 12, 2014, and a summary of the substitute bill is
attached to this report. Given reports of wide displeasure with the substitute bill, its future is
uncertain.

Sub. House Bill 5, the municipal income uniformity proposal, remains reposing in the Senate.

Note that effective January 1, 2014, the new financial institutions tax in R.C. Chapter 5726
became effective.

Also note that effective January 1, 2014, personal income tax rates are reduced another 1.5%.

Judicial Actions:

Ohio Supreme Court

In Mason City Sch. Dist. Bd. of Edn. v. Warren Cty. Bd. of Revision, Slip Opinion No. 2014-
Ohio-104, the Supreme Court ruled that a party who acquired the property during the pendency
of an appeal to the BTA did not have to serve a copy of its notice of appeal to the Court on the
former owner. On the merits of the appeal, the Court reversed a decision of the BTA that a sale
occurring 13 months prior to tax lien date represented the value of the property when it failed to
consider the argument that the property suffered a dramatic decrease in occupancy during the 13-
month interim.

In Gallenstein v. Testa, 2014-Ohio-98, the Supreme Court ruled that the owner of a pleasure boat
that was operated primarily downriver between Kentucky and Indiana, but was registered in
Ohio in order to avoid issues with local police in Cincinnati, nevertheless qualified for the
exemption from use tax for items brought into the state for mere transient use. The Court held
that voluntarily registering the boat in Ohio under these circumstances was not akin to being
required to register the boat under Ohio law.

Ohio Court of Appeals

In Johnson v. Clark Cty. Bd. of Revision, 2014-Ohio-329 (2" Dist., Jan. 31, 2014), the Court of
Appeals affirmed in part and reversed in part a decision of the BTA. It affirmed that portion of
the decision that refused to reduce the value of improvements on the property because the
property owner failed to produce competent evidence of the value of the improvements.
However, it reversed that portion of the BTA’s decision that upheld the decision of the BOR

7142059v1
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with respect to a portion of the land devoted to current agricultural use valuation because there
was no evidence in the record to support that decision and the record clearly showed the auditor
did not know how to determine the value such property.

Ohio Board of Tax Appeals

In Navistar, Inc. v. Levine, BTA No. 2010-575 (Dec. 31, 2013), the BTA upheld a determination
of the Tax Commissioner in which that official adjusted the credit against the CAT for franchise
tax NOLs because the taxpayer had adjusted its books in 2007, as required by GAAP, which
resulted in a deferred tax asset that reduced the deferred tax liability to $0. The taxpayer had
correctly computed the credit based upon its books and records as they existed on December 31,
2004, as required by law, and had argued the Tax Commissioner had no authority to change that
calculation.

In Hillenmeyer v. City of Cleveland Board of Review, BTA No. 2009-3688 (Jan. 14, 2014), and
Saturday v. City of Cleveland Board of Review, BTA No. 2011-4027 (January 28, 2014), the
BTA upheld two municipal income tax assessments issued against professional football players.
The City of Cleveland apportioned the income of the visiting players under its ordinance based
on a proportion of games basis, whereas the players argued that a percentage based upon duty
days ought to be used. In addition, Mr. Saturday was on injured reserve and did not accompany
his team to Cleveland for its game. The BTA ruled that it had no power to address the
constitutional issues that were raised in that appeal.

In Bd. of Edn. of the Hillard City Schools v. Franklin Cty. Bd. of Revision, BTA No. 2012-4155
(Jan. 17, 2014), the BTA reversed a decision of the BOR that reduced the value of the property
in question based solely upon listings of sales. The BTA noted that sales listings, without more
information regarding comparability, were not credible evidence upon which a determination of
value could be based.

In The 409 Group, Inc. v. Testa, BTA No. 2010-1531 (Jan. 28, 2014), the BTA upheld a decision
of the Tax Commissioner that denied a refund claim for sales tax under R.C. 5739.02(B)(45),
which provides for a refund sales tax paid on telecommunications services to perform the
functions of a call center. The statute conditions the exemption upon the employment of at least
50 employees on a full-time basis in “call center activities.” The BTA held that support
positions did not count, and that only employees directly involved in such activities could be
counted for purposes of this condition.

Tax Commissioner Opinion

No opinions to report.
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Updated Severance Tax Proposal Presented in Ohio House of Representatives

Mark A .Engel
Bricker & Eckler LLP

On February 12, 2014, the Ways and Means Committee of the Ohio House of Representatives was
presented with a modified version of the severance tax proposal previously introduced on December
4, 2013. The modified legislation, known as Substitute House Bill 375 (Sub. HB 375), proposes to:

e Reduce (and for certain periods of time eliminate) the severance tax rate on persons
extracting oil and natural gas by means other than horizontal wells (e.g. conventional
drilling);

e Impose a new, higher severance tax on oil and natural gas produced through horizontal wells
based on “gross receipts” received at the first point of sale less any costs incurred prior to the
point of first sale;

¢ Eliminate the regulatory assessment fee currently paid by severers of oil and gas;

e Divide the proceeds from the severance tax among the Ohio Department of Natural
Resources (ODNR), local governments and the income tax reduction fund;

e Provide a non-refundable credit against the state income tax equal to the amount of any
severance tax paid by a royalty interest owner; and

e Offer an exclusion from the commercial activity tax (CAT) for proceeds of the sale of oil and
gas by persons paying the severance tax and who are also subject to the income tax.

A copy of Sub HB 375 is available here -- http://www.legislature.state.oh.usBillText130/
130 HB 375 1 Y.html.

The Severance Tax: R.C. 5749.02(B)

1. Conventional Oil and Gas Wells

The current volume-based severance tax is set forth in R.C. 5749.02(B), and is levied at a rate
of 10 cents per barrel of oil and 2.5 cents per thousand cubic feet (MCF) of natural gas. Sub. HB 375
sets up a two-tiered structure for the severance tax depending on the type of well producing the
hydrocarbons (e.g. conventional vs. horizontal) and based on the value (rather than the volume) of
the hydrocarbons produced. R.C. 5749.02(C)(2) provides that with respect to oil and gas produced
and sold from conventional wells after October 1, 2014, for the first three years after a well first
produces, there is no severance tax. From years 4 through 20, the severance tax rate equals 0.25% of
the gross receipts from the first sale of oil or gas; and, for all years thereafter the rate drops to 0.10%.
For purposes of this proposal, the term “gross receipts” means those receipts “from the point of first
sale of oil or gas severed from the soil or water of this state, without deduction for costs incurred
after the point of first sale,” while the “point of first sale” is defined to mean the “first point after the
production of oil or gas from an owner’s well at which the owner transfers ownership of the oil or
gas.” The substitute bill is silent as to whether expenses incurred prior to the point of first sale may
be excluded. It also does not require any sort of consideration to be paid with respect to the point of
first sale.
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2. Horizontal Oil and Gas Wells

Sub. HB 375 proposes new language in R.C. 5749.02(C)(1) to establish a different
mechanism for calculating the severance tax upon persons who extract oil and gas through the use of
a horizontal well. Prior to October 1, 2014, oil and gas produced through a horizontal well remain
subject to the existing, volume-based severance tax rates. Beginning October 1, 2014, during the
initial two (2) years of production, the severance tax equals one percent (1%) of the gross receipts (as
defined above) from the point of first sale of oil or gas, with an increase to two and one-quarter
percent (2.25%) of the gross receipts in years 3 through 20, and back down to one percent (1%) in all
subsequent years. Unlike the as-introduced bill, there is no lesser severance tax rate for low-
producing wells (e.g., when quarterly production falls below an average of 100 MCF per day of
natural gas, or 17 barrels of oil).

Chart Summarizing Ohio Severance Tax

Date Vertical Well Horizontal Well
Existing Law Natural Gas — 2.5¢ per MCF Natural Gas — 2.5¢ per MCF
g Oil — 10¢ per barrel Oil — 10¢ per barrel
Years 1-5 After Year 5
Oil/Natural Gas —
2% of net proceeds
HB 375 Natural Gas — 1.5¢ per MCF (unless production
(as-introduced) | Oil — 10¢ per barrel Oil/Natural Gas — falls below average
1% of net proceeds | of 100 MCF per day
of natural gas, or 17
barrels of oil, in any
calendar quarter)
Years 0- | Years 4- After After Year
3 20 Year 20 Years 0-2 Years 3-20 20
Sub. HB 375 0.25% of | 0.10% of 2.25% of
1% of gross 1% of gross
None gross gross ; gross .
. . receipts . receipts
receipts receipts receipts

NOTE: It is unclear with respect to wells producing as of the effective date of the statute whether
Year 1 starts on October 1, 2014, or on the day the well first started producing.

3. Owner vs. Severer

A new proposal in R.C. 5749.02(C)(3) attempts to link the definition of a well “owner” in
R.C. 1509.01 with the concept of “severer” as used in R.C. 5749.06 for purposes of establishing who
is required to pay the severance tax. Consequently, the owner is obligated to report the gross receipts
and quantity of oil and gas sold on the quarterly return required to be filed with the tax
commissioner, and to remit the tax that is owed.

7142059v1
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4. Affiliate Sales

With respect to affiliated entities, R.C. 5749.02(C)(3) gives the tax commissioner unfettered
discretion to analyze transactions that constitute the point of first sale to determine whether the
relationship between the well owner/severer and purchaser is such that the sale price is not indicative
of the market price at the point of first sale. If the tax commissioner determines that the price does
not reflect the “market price,” the tax commissioner may determine the price to use for purpose of
calculating the severance tax. The bill contains no guidance as to how this determination is to be
made, nor does it provide a basis for a taxpayer to contest that determination.

5. Record Retention

Another new provision in Sub. HB 375, R.C. 5749.13, requires the severer to retain all
severance tax-related records for a period of five (5) years.

Elimination of the Requlatory Assessment in R.C. 1509.50

In addition to restructuring the calculation of Ohio’s oil and gas severance tax, Sub. HB 375
(like the as-introduced version) proposes to eliminate the regulatory assessment currently found in
R.C. 1509.50. For most well owners, the existing regulatory assessment totals 10 cents per barrel of
oil and %2 of one (1) cent per thousand cubic feet (MCF) of natural gas produced, which goes towards
funding of ODNR’s Division of Oil and Gas Resources.

Oil and Gas Severance Tax Fund: New R.C. 5749.02(D)(6)

Under new language in R.C. 5749.02(D)(6), the General Assembly proposes to create a new
oil and gas severance tax fund within the state treasury to manage and distribute the collected
severance tax payments. By September 25th of each year, the director of budget and management
must transfer: (i) $18 million to ODNR’s oil and gas well fund and $3 million to the geological
mapping fund, which amounts are to be proportionately reduced if the amount in the fund totals less
than $21 million; (ii) of any remaining balance, 10% of the original amount credited to the severance
tax fund to the local government reimbursement fund; and (iii) any remaining amount to the income
tax reduction fund, which is to be used to provide temporary income tax rate reductions.

Local Government Reimbursement Fund: New R.C. 5747.56

The new local government reimbursement fund is designed to return some of the severance
tax money to the areas in Ohio where shale development is occurring. The money within this fund
will be distributed in various proportions to: (i) the undivided local government fund and public
library fund; (ii) the new severance tax infrastructure fund; (iii) the new matching revenue fund (used
to match funds from federal or state grants not associated with employee compensation, benefits or
other personnel costs); and (iv) the new severance tax trust fund (only for use after 2025 to fund
projects fostering “long-term prosperity” and “a positive legacy”). See e.g., R.C. 190.01-.04, and
R.C. 321.50.
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Non-Refundable Income Tax Credit for Rovyalty Interest Owners: New R.C. 5747.63

In R.C. 5747.63, the General Assembly modifies its proposal to establish a nonrefundable
income tax credit equal to the amount of the severance tax paid for calendar quarters that end during
the taxpayer’s taxable year. Unlike the as-introduced version of the bill, Sub. HB 375 provides the
income tax credit only to a person with a royalty interest (defined to mean the “fee holder's share in
the production from a well””) who is liable for the severance tax (e.g., under the terms of an oil and
gas lease). The credit is equal to the severance tax paid by the owner multiplied by the lesser of
12.5% or the proportion of the tax which the royalty owner-taxpayer is contractually required to pay
to the owner. The royalty interest owner cannot carry the credit forward, and is unable to utilize the
credit if it also takes an income tax deduction under R.C. 5747.01(A)(31) (the small business investor
deduction). In order to facilitate the royalty interest owner’s use of this credit, Sub. HB 375 also
imposes a new obligation on the well owner to provide an annual statement identifying the total
amount of the severance tax paid by the person holding the royalty interest. While the original bill
based the income tax credit on severance tax paid with respect to oil and gas extracted by means of a
horizontal well, the credit in the substitute bill applies to any severance tax paid under R.C.
5749.02(C) with respect to oil and gas extracted by any means.

Exclusion from Commercial Activity Tax (CAT)

A new exclusion from the definition of gross receipts for purposes of the commercial activity
tax is created in R.C. 5751.01(F)(2)(jj). This provision excludes receipts from the first sale of oil or
gas sold after October 1, 2014, if the CAT taxpayer is subject to the personal income tax or is a pass-
through entity, the direct or indirect owners of which are subject to the income tax on the income
from the sale.
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Individual Income Tax - Information Release

IT 2013-01 - Filing Guidelines for Taxpayers Filing a Joint or “Married Filing
Separately” Federal Income Tax Return With Someone of the Same Gender -
Issued Oct. 11, 2013 - Revised Dec. 19, 2013

Introduction

This information release offers guidance to a taxpayer who is filing a joint or “married filing
separately” federal income tax return with someone of the same gender and who is filing an
Ohio income tax return meeting the following criteria:

e Original Ohio return for taxable year 2012 and earlier filed on or after September 16, 2013
(the date prescribed in IRS Revenue Ruling 2013-17).

e Original Ohio return filed for taxable years 2013 and after.

Background

On June 26, 2013, the U.S. Supreme Court issued a decision on the constitutionality of section 3
of the federal Defense of Marriage Act (DOMA), which had established a federal definition of
marriage. Following the Court’s decision, the Internal Revenue Service issued Revenue Ruling
2013-17. The ruling provides that a marriage between same-gender individuals performed in a
jurisdiction that recognizes such a marriage will now be recognized for federal income tax
purposes. As a result, same-gender married couples may file joint or “married filing separately”
federal income tax returns on or after September 16, 2013 even if they are domiciled in a
jurisdiction whose laws do not recognize a same-gender marriage.

Ohio Guidance

Under Article XV §11 of the Ohio Constitution, Ohio does not recognize marriage between
persons of the same gender. Individuals who entered into such a marriage in another

1
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jurisdiction shall not use the filing status of “married filing jointly” or “married filing separately”
when filing Form IT 1040. Each individual must instead file an Ohio return in accordance with
the following guidelines:

e File a separate Ohio income tax return using Form IT 1040 and check the box on the first
page indicating that Schedule IT S (explained further below) will be filed.

¢ Use thefiling status of “single” or, if qualified, “head of household”.

e Complete Ohio Schedule IT S, Federal Adjusted Gross Income to be Reported by Same-
Gender Taxpayers Filing a Joint or Married Filing Separately Federal Return, which is a
supplement to Form IT 1040. This is a schedule on which such individuals shall re-determine
their federal adjusted gross income (“federal AGI”) as if they had filed using the “single” or
“head of household” filing status. These amounts shall be reported as the individuals’
federal AGI for Ohio purposes including, but not limited to, on line 1 of the IT 1040. One
Schedule IT S shall be completed and a copy submitted with each individual’s IT 1040
return. The Schedule and instructions are available online
at http://www.tax.ohio.gov/Forms.aspx.

e Taxable year 2013 returns may be filed electronically using Ohio electronic filing services
at www.tax.chio.gov and commercial software products, or by paper. Original returns for
taxable years 2012 and prior must be filed via paper. Taxpayers may not file any of these
returns using Form IT 1040EZ or TeleFile.

Although the IRS Revenue Ruling permits same-gender couples to file amended federal returns
to change filing status to “married filing jointly” or “married filing separately”, no corresponding
Ohio amended returns may be filed to change filing status for prior years.

Questions?

Taxpayers may visit www.tax.ohio.gov for more information. Questions may be submitted by
clicking on the “Contact” link found at the top right of the page and then choosing the “Email
Us” option. Taxpayers with additional questions regarding this subject may contact Individual
Income Taxpayer Services at 1-800-282-1780.
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Sales & Use Tax Division Seeks Comments on Proposed Rule Changes

As part of the Department's five-year rule review process, the Sales & Use Tax Division proposes the following
rule changes:

Rule Number Proposed Change

5703-9-01 Rescission. This rule is unnecessary because the requirements for
vendor's licenses are set forth in Ohio Rev. Code 5739.17.

5703-9-02 This rule was revised to delete provisions of the rule that duplicate

Ohio Rev. Code 5739.03 and 5739.13. Since more than 50% of the
rule has changed, the Legislative Service Commission requires
rescission of the existing rule and adoption of a revised rule with the
new language.

5703-9-03 This rule was revised to delete provisions of the rule that duplicate
Ohio Rev. Code 5739.03 and 5739.031. Since more than 50% of the
rule has changed, the Legislative Service Commission requires
rescission of the existing rule and adoption of a revised rule with the
new language.

5703-9-04 Revised to correct citations to the Ohio Rev. Code.
5703-9-05 Revised to correct citations to the Ohio Rev. Code.
5703-9-11 No changes.

5703-9-12 Minor revisions.

All comments regarding the proposed rule changes should be sent to Phyllis Shambaugh, Counsel, Sales & Use
Tax Division, at phyllis.shambaugh(@tax.state.oh.us by January 31, 2014.

Thank you for using the Ohio Tax Alert tax notification system.
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Ohio schedule IT SBD is solely for use in determining the
small business investor income deduction. See Ohio Revised
Code section (R.C.) 5747.01(A)(31).

Do not use this schedule to compute Ohio adjusted gross
income. The form and instructions apply to resident, part-year
resident and nonresident individuals who have business in-
come from Ohio sources. If your only source of Ohio income
is wages paid by an unrelated employer, you are not eligible
to use this form.

Important: This form assumes that the taxpayer has busi-
ness income that could include (i) a distributive share of
income/gain from only one pass-through entity or (ii) distribu-
tive shares of income/gain from more than one pass-through
entity that are unitary with each other (under Ohio law, pass-
through entities include sole proprietorships).

Pass-through entities and trusts should not use this form.

Definitions

Business Income and Nonbusiness Income

‘Business income” means income, including gain or loss,
arising from transactions, activities and sources in the regular
course of a trade or business and includes income from real,
tangible and intangible property if the acquisition, rental, man-
agement and disposition of the property constitute integral
parts of the regular course of a trade or business operation.
Also, “business income” consists of income, inciuding gain
or loss, from a partial or complete liquidation of a business,
including, but not limited to, gain or loss from the sale or other
disposition of goodwill (R.C. 5747.01(B)).

In general, income, deductions, gains and losses recognized
by a sole proprietorship or a pass-through entity are items
of business income that the individual must apportion using
Part |, C of Ohio Schedule IT SBD.

“Nonbusiness income” means all income other than business
income and may include, but is not limited to, compensation,
rents and royalties from real or tangible personal property,
capital gains, interest, dividends, distributions, patent or
copyright royalties, and lottery winnings, prizes and awards
(R.C. 5747.01(C)). Nonbusiness income should be excluded
from the figures reported on this schedule.

R.C. 5747.21 and 5747.22
Apportionment of Business Income or Deductions
(see instructions for line 11 and Part Il on Schedule)

The amount of business income and deductions apportioned
to Ohio is determined by multiplying the net business income
by an Ohio apportionment ratio, which is the sum of the prop-
erty, payroll and sales factors (please refer to the Part Il ap-
portionment formuia for business income on Ohio Schedule
IT SBD). Please note that the net business income consists
only of those items of income and deduction that would be
included in Ohio adjusted gross income (Ohio form IT 1040,
line 3) if not for this deduction.

-2-
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Each factor is weighted: The property and payroll factors are
weighted at 20% each and the sales factor at 60%, for a total
of 100%. If any factor has a denominator (total everywhere
figure) of zero, the weight given to the other factors must be
proportionately increased so that the total weight given to
the combined factors is 100%. For example: If the business
entity has no payroll everywhere, then the property and sales
factors are weighted at 25% and 75%, respectively, to total
100%. Alternatively, if the business has neither payroll nor
property everywhere, the sales factor is weighted at 100%.

R.C. 5747.22(B) and (C) Apportionment and Allocation
of Income and Deductions of Pass-Through Entities

Apportionment of Pass-Through Entity Business
Income

With respect to a pass-through entity where one or more of
the nonresident or part-year resident investors are subject
to the Ohio income tax, the business income and deductions
of the pass-through entity shall be apportioned to Ohio inthe
hands of the pass-through entity according to the instructions
for apportioning business income, Such business income
and deductions thus apportioned to Ohio are then allocated
to the investors in proportion to their right to share in such
business income.

Business Income
(Part 1, Part A)

Line 1 — Compensation Received from a Pass-Through
Entity

Guaranteed payment or compensation paid by a pass-
through entity (S corporation, partnership, limited liability
company treated as a partnership for income tax purposes,
etc.) having nexus with Ohio to an investor holding at least
a 20% direct or indirect interest in the entity is considered a
distributive share of income of the entity and treated as busi-
ness income, which is subject to apportionment for purposes
of computing the individual's small business investor income
deduction (R.C. 5733.40(A)(7)). The “reciprocity agreements”
between Ohio and neighboring states do not apply to full-year
nonresidents directly or indirectly owning at least 20% of the
stock or other equity of a pass-through entity.

Line 2 — Related Member Add-back

R.C. 5733.042(A)(6) and 5733.04(P) disallow expenses
and losses incurred in connection with all direct and indirect
transactions between each pass-through entity and its re-
lated members. As such, you must add back on Part |, line
2 your distributive/proportionate share of such expenses and
losses. However, do not add (i) amounts shown on line 1 or
(i) expenses or losses incurred in connection with sales of
inventory to the extent that the cost of the inventory and the
loss incurred were calculated in accordance with Internal
Revenue Code sections (I.R.C.) 263A and 482.

Line 3 - Ordinary Income or Loss

Include ordinary income or loss from business activities to
the extent not shown on line 1. Include only income that is
business income as defined by R.C. 5747.01(B).
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Line 6 — Depreciation Adjustments

For tax years 2012 and thereafter, add 2/3, 5/6 or 6/6 of the
[.R.C. 168(k) bonus depreciation claimed under the |.R.C.
Also add 2/3, 5/6 or 6/6 of the excess of the LR.C. 179 de-
preciation expense claimed under the |.R.C. over the amount
ofthe .R.C. 179 depreciation expense that would have been
allowed based upon IL.R.C. 179 in effect on Dec. 31, 2002.
See R.C. 5747.01(A)(20) as amended by the 129th General
Assembly in HB 365 and information releases 2002-02 and
2002-01 regarding Ohio bonus depreciation adjustments
available on our Web site at tax.ohio.gov. These releases
were originally posted on July 31, 2002 and Nov. 7, 2002.

Under |.R.C. 179, as that section existed on Dec. 31, 2002,
the maximum amount that could be expensed was $25,000,
and the phase-out began once the cost of purchases of
[.R.C. 179 property during the year exceeded $200,000. So,
under the prior Jaw the taxpayer could not claim any |.R.C.
179 expense if the taxpayer’s purchases during the year
of .LR.C. 179 property, as defined on Dec. 31, 2002, were
$225,000 or more.

This “add-back and subsequent deduction” law also covers
(i) depreciable assets acquired by the taxpayer's disregarded
entities and (ii) depreciabie assets that are owned by pass-
through entities in which the taxpayer directly or indirectly
owns at least 5% (R.C. 5747.01(A)(20)(a)).

In addition, the pass-through entity can defer making all or
some of the add-back under the following circumstances:

(i) the pass-through equity is an equity investor in another
pass-through entity that has generated |.R.C. 168(k) bonus
depreciation and/or |.R.C. 179 depreciation; and

(iiy because of either the federal passive activity loss limita-
tion rules or the federal at-risk limitation rules, this investor
pass-through entity is unable to deduct fully a loss passing
through from the other pass-through entity to this investor
pass-through entity.

In such circumstances, to the extent that this investor pass-
through entity does not deduct the loss passing through,
this investor pass-through entity can defer making the “2/3
or 5/6 add- back” until the taxable year or years for which
this investor pass-through entity does deduct the investee
pass-through entity’s loss and receives a federal tax benefit
from the bonus depreciation amount and/or the |.R.C. 179
amount generated by the investee pass-through entity. Of
course, this investor pass-through entity cannot begin claim-
ing the related two- or five-subsequent years deduction until
the first taxable year immediately following the taxable year
for which this investor pass-through entity makes the 2/3 or
5/6 add-back.

For detailed information and examples regarding this adjust-
ment, see R.C. 5747.01(A)(20) as amended by the 129th
General assembly in HB 365 and the department’s informa-
tion release entitled “Recently Enacted Ohio Legislation
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Affects Depreciation Deductions for Taxable Years Ending
2001 and Thereafter” by visiting tax.ohio.gov. The depart-
ment posted this release on July 31, 2002, and revised the
release in July 2005 and June 2008,

Line 7 — Miscellaneous Federal Income Tax Adjustments
Because of a recent amendment to R.C. section 5701.11,
there are no miscellaneous federal tax adjustments on this
schedule. See Sub. House Bill 58, 129th General Assembly.
However, you must make all other required adjustments for
this line.

Deductions From Business Income (Part |, Part B) Line
9b - Depreciation Adjustments

Deduct 1/2, 1/5 or 1/6th of the .R.C. 168(k) and 179 deprecia-
tion adjustments you added back on each of your last two, five
or six years' Ohio income tax returns. You can take this deduc-
tion even if you no longer directly or indirectly own the asset.
See R.C. 5747.01(A)(21) as amended by the 129th General
Assembly in HB 365 and information releases 2002-02 and
2002-01 regarding Ohio bonus depreciation adjustments
available on our Web site at tax.ohio.gov. These releases
were originally posted on July 31, 2002 and Nov. 7, 2002.

Line 9d — Miscellaneous Federal Income Tax Adjustments
Because of a recent amendment to R.C. section 5701.11,
there are no miscellaneous federal tax adjustments on this
schedule. See Sub. House Bill 58, 129th General Assembly.
However, you must make all other required adjustments for
this line.

Net Business Income, Apportionment (Part 1, C)

Line 11 — Ohio Apportionment Ratio (Part I, Line 4)
Note: When calculating the fraction used to compute the Ohio
small business investor income deduction, a taxpayer who
has invested in a partnership, an S corporation or a limited
liability company treated as a partnership for federal income
tax purposes must apply the “aggregate” (conduit) theory of
taxation. That is, the character of all income and deductions
(and adjustments to income and deductions) realized by a
pass-through entity in which the taxpayer has invested retains
that character when recognized by the taxpayer. Furthermore,
the taxpayer’s factors must include the proportionate share
of each lower-tiered pass-through entity’s property, payroli
and sales (R.C. 5733.057 and 5747.231).

Property Factor

The property factor is a fraction the numerator of which is
the average value of the sole proprietor’s or pass-through
entity's includable real and tangible personal property owned
or rented, and used in the trade or business in this state
during the taxable year, and the denominator of which is the
average value of all the sole proprietor's or pass-through
entity’s includable real and tangible personal property owned
or rented, and used in the trade or business everywhere
during such year.
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Ohio law includes in the property factor real property and
tangible personal property that the sole proprietor or pass-
through entity rents, subrents, leases or subleases to others
if the income or loss from such rentals, subrentals, leases or
subleases is business income. Ohio law specifically excludes
from the factor all property relating to, or used in connection
with, the production of nonbusiness income allocated under
R.C. 5733.051. Generally, all sole proprietorship and pass-
through entity income and gain is business income.

Property owned by the sole proprietor or pass-through entity
is valued at its original cost average value. Average value is
determined by adding the cost values at the beginning and
at the end of the taxable year and dividing the total by two.
The tax commissioner may require the use of monthly values
during the taxable year if such values more reasonably reflect
the average value of the sole proprietor's or pass-through
entity’s property.

Exclusions

Exclude from column 1 (within Chio) and column 2 (total
everywhere) the following:

Construction in progress.

Property relating to, or used in connection with, the pro-
duction of nonbusiness income. See R.C. 5733.05(B)(2)
as amended by Amended Substitute House Bill 95, 125th
General Assembly.

The numerator and the denominator of the property factor
includes real property and tangible personal property that
the sole proprietor or pass-through entity rents, subrents,
leases or subleases to others if the income or loss from
such rentals, subrentals, leases or subleases is busi-
ness income. See R.C. 5733.05(B)(2)(a) as amended by
Amended Substitute House Bill 95, 125th General Assem-
bly. Property owned by the sole proprietor or pass-through
entity and leased to others is excluded from the property
factor only if the property generates nonbusiness income.
The original cost of property within Ohio with respect to
the air pollution, noise pollution or industrial water pollu-
tion control certificates issued by the state of Ohio (R.C.
5733.05(B)(2)(a)).

The original cost of real property and tangible property (or
in the case of property that the sole proprietor or pass-
through entity is renting from others, eight times its net
annual rental rate) within Ohio that is used exclusively
during the taxable year for qualified research.

Do not include in column 1 but do include in column 2 the
original cost of qualifying improvements to land or tangible
personal property in an enterprise zone for which the taxpayer
holds a Tax Incentive Qualification Certificate issued by the
Ohio Development Services Agency.

Line 1(a), Column 1 - Property Owned Within Ohio
Enter the average value of the sole proprietor’s or pass-
through entity’s real property and tangible personal property,
including leasehold improvements, owned and used in the
trade or business in Ohio during the taxable year.

IT SBD
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Line 1(a), Column 2 - Property Owned — Total Everywhere
Enter the average value of all the sole proprietor’s or pass-
through entity’s real property and tangible personal property,
including leasehold improvements, owned and used in the
trade or business everywhere during the taxable year.

Line 1(b) — Property Rented

Enter the value of the sole proprietor’s or pass-through
entity’s real property and tangible personal property rented
and used in the trade or business in Ohio (column 1) and
everywhere (column 2) during the taxable year. Property
rented by the sole proprietor or pass-through entity is valued
at eight times the annual rental rate (annual rental expense
less subrental receipts).

Line 1(c) — Property Total Within Ohio and Everywhere
Add lines 1(a) and 1(b) for column 1 (within Ohio) and column

- 2 (total everywhere).

Line 1(c), Column 3 — Property Ratio
Enter the ratio of property within Ohio to total everywhere by
dividing column 1 by column 2.

Line 1(¢), Column 5 — Weighted Property Ratio
Multiply the property ratio on line 1(c), column 3 by the prop-
erty factor weighting of 20%.

Payroll Factor

The payroll factor is a fraction, the numerator of which is
the total compensation paid in this state during the taxable
year by the sole proprietor or pass-through entity, and the
denominator of which is the total compensation paid both
within and without this state during the taxable year by the
sole proprietor or pass-through entity. As used below, the
term “compensation” means any form of remuneration paid
to an employee for personal services.

Exclusions

Exclude from column 1 (within Ohio) and column 2 (total
everywhere) the following:

+ Guaranteed payments made to partners;

+ Compensation that the S corporation paid to any share-
holder if the shareholder directly or indirectly owned at
least 20% of the S corporation at any time during the year
(R.C. 5733.40(A)(7));

Compensation paid in Ohio to employees who are primarily
engaged in qualified research; AND

Compensation paid to employees to the extent that the
compensation relates to the production of nonbusiness
income allocable under R.C 5733.051 (R.C. 5733.05(B)

(2)).

Do not include in column 1 but do include in column 2 com-
pensation paid in Ohio to certain specified new employees
at an urban job and enterprise zone facility for which the
pass-through entity has received a Tax Incentive Qualification
Certificate issued by the Ohio Development Services Agency.

Line 2, Column 1 - Payroll Within Ohio
Enter the total amount of the sole proprietor’s or pass-through
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entity’s compensation paid in Ohio during the taxable year.
Compensation is paid in Ohio if any of the following apply:
The recipient’s service is performed entirely within Ohio;
or

The recipient’s service is performed both within and outside
Ohio, but the service performed outside Ohio is incidental
to the recipient’s service within Ohio; OR

Some of the recipient’s service is performed within Ohio
and either the recipient’s base of operations, or if there is
no base of operations, the place from which the recipient’s
service is directed or controlled is within Ohio, or the base
of operations or the place from which the service is directed
or controlled is not in any state in which some part of the
service is performed, but the recipient's residence is in
Ohio.

Compensation is paid in Ohio to any employee of a com-
mon or contract motor carrier corporation who performs his
regularly assigned duties on a motor vehicle in more than
one state in the same ratio by which the mileage traveled
by such employee within Ohio bears to the total mileage
traveled by such employee everywhere during the taxable
year. The statutorily required mileage ratio applies only to
contract or common carriers. Thus, without approval by the
tax commissioner a manufacturer or merchant who operates
its own fleet of delivery trucks cannot use the ratio of miles
traveled in Ohio to miles traveled everywhere to situs driver
payroll. See Cooper Tire and Rubber Co. v. Limbach (1994),
70 Ohio St. 3d 347.

Line 2, Column 2 - Payroll Total Everywhere

Enter the total amount of the sole proprietor’s or pass-through
entity’'s compensation paid everywhere during the taxable
year.

Line 2, Column 3 - Payroll Ratio
Enter the ratio of payroll within Ohio to total everywhere by
dividing column 1 by column 2.

Line 2, Column 5 — Weighted Payroll Ratio
Multiply the property ratio on line 2, column 3 by the payroll
factor weighting of 20%.

Sales Factor

The sales factor is a fraction whose numerator is the sole
proprietor’'s or pass-through entity’s includable business in-
come receipts in Ohio during the taxable year and whose de-
nominator is the sum of the sole proprietor’s or pass-through

entity's within Ohio and without Ohio includable business |

income receipts during the taxable year. The sales factor
specifically excludes receipts attributable to nonbusiness
income allocable under R.C. 5733.051 (see R.C. 5733.05(B)
(2) and the tax commissioner’s April 2004 information release
entitled “Sales Factor Situsing Revisions™).

Exclusions

The following receipts are not includable in either the numera-
tor or the denominator of the sales factor even if the receipts
arise from transactions, activities and sources in the regular
course of a trade or business (see R.C. 5733.05(B)(2)(c)

-5.
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as amended by Substitute House Bill 127, 125th Generai
Assembly):

+ Interest or similar amounts received for the use of, or for
the forbearance of the use of, money;

Dividends;

Receipts and any related gains or losses from the sale or
other disposal of intangible property other than trademarks,
trade names, patents, copyrights and similar intellectual
property;

Receipts and any related gains and losses from the sale
or other disposal of tangible personal property or real
property where that property is a capital asset or an asset
described in I1.R.C. 1231. For purposes of this provision
the determination of whether or not an asset is a capital
asset or a 1231 asset is made without regard to the holding
period specified in the |.R.C.; AND

Receipts from sales to (a) an at-least-80%-owned public
utility other than an electric company, combined electric
company, or telephone company, (b) an at-least-80%-
owned insurance company, or (¢) an at-least-25%-owned
financial institution.

Note: income and gain from receipts excluded from the sales
factoris not presumed to be nonbusiness income. Allincome,
gain, loss and expense is presumed to be apportionable
business income — even if the related receipts are excluded
from the sales factor.

The law specifically includes in the sales factor the following
amounts when arising from transactions, activities and sourc-
es in the regular course of a trade or business: (i) receipts
from sales of tangible personal property, (ii) receipts from the
sale of real property inventory (such as lots developed and
sold by a real estate developer), (iii) rents and royalties from
tangible personal property, (iv) rents and royalties from real
property, (v) receipts from the sale, exchange, disposition or
other grant of the right to use trademarks, trade names, pat-
ents, copyrights and similar intellectual property, (vi) receipt
from the sale of services and other receipts not expressly
excluded from the factor. These amounts are situsable to
Ohio as set forth below.

Line 3, Column 1 — Sales Within Ohio

Enter the total of gross receipts from sales not excludable

from the numerator and the denominator of the sales factor,

to the extent the includable gross receipts reflect business

done in Ohio. Sales within Ohio include the following:

» Receipts from sales of tangible personal property, less
returns and allowances, received by the purchaserin Ohio.
In the case of delivery of tangible personal property by
common carrier or by other means of transportation, the
place at which such property is ultimately received after
all transportation has been completed is considered as the
place at which such property is received by the purchaser.
Direct delivery in Ohio, other than for purposes of trans-
portation, to a person or firm designated by a purchaser
constitutes delivery to the purchaser in Ohio, and direct
delivery outside Ohio to a person or firm designated by a
purchaser does not constitute delivery to the purchaser in
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Ohio, regardless of where title passes or other conditions
of sale. Customer pick-up sales are situsable to the final
destination after all transportation (including customer
transportation) has been completed. See Dupps Co. v.
Lindley (1980), 62 Ohio St. 2d 305.

Revenue from servicing, processing or modifying tangible
personal property is sitused to the destination state as a
sale of tangible personal property. See Custom Deco, Inc. v.
Limbach, BTA Case No. 86-C-1024, June 2, 1989.

* Receipts from sales of real property inventory in Ohio.

* Rents and royalties from tangible personal property to the
extent the property was used in Ohio.

Rents and royalties from real property located in Ohio.
Receipts from the sale, exchange, disposition or other
grant of the right to use trademarks, trade names, patents,
copyrights and similar intellectual property are sitused
to Ohio to the extent that the receipts are based on the
amount of use of that property in Ohio. If the receipts are
not based on the amount of use of that property, but rather
on the right to use the property and the payor has the right
to use the property in Ohio, then the receipts from the sale,
exchange, disposition or other grant of the right to use such
property are sitused to Ohio to the extent the receipts are
based on the right to use the property in Ohio.

Receipts from the performance of services and receipts
from any other sales not excluded from the sales factor
and not otherwise sitused within or without Ohio under
the above situsing provisions are situsable to Ohio in
proportion to the purchaser’s benefit, with respect to the
sale, in Ohio to the purchaser's benefit, with respect to
the sale, everywhere. The physical location where the
purchaser ultimately uses or receives the benefit of what
was purchased is paramount in determining the proportion
of the benefit in Chio to the benefit everywhere. Note: For
taxable years ending on or after Dec. 11, 2003, the “cost
of performance” provision is no longer the law.

Line 3, Column 2 — Sales Everywhere
Enter the total of such includable gross receipts, less returns
and allowances, from sales everywhere.

IT SBD
Rev. 1/14

Line 3, Column 3 — Sales Ratio
Enter the ratio of sales within Ohio to total everywhere by
dividing column 1 by column 2.

Line 3, Column 5 — Weighted Sales Ratio
Multiply the sales ratio on line 3, column 3 by the sales factor
weighting of 60%.

Line 4, Column 5 — Total Weighted Apportionment Ratio
Add column (5), lines 1 (c), 2 and 3).

Ohio Small Business Investor Income Deduction
(Part1, D)

Line 13 — Ohio Small Business Investor Income
Individuals shall complete one form IT SBD (lines 1-12) for
each pass-through entity in which the taxpayer has an own-
ership interest or sole proprietorship. Enter the sum of line
12 from each separate schedule.

Line 14 — Maximum Ohio Small Business Investor Income
Iffiling status is married filing jointly or single, head of house-
hold, enter $250,000 on this line. If filing status is married
filing separately, enter $125,000 on this line.

Line 15 - Ohio Small Business Investor iIncome Deduction
Enter on this line the lesser of 50% of line 13 or 50% of
line 14. R.C. 5747.01(A)(31) states, “deduct one-half of the
taxpayers Ohio Small Business investor income, the deduc-
tion not to exceed $62,500 for each spouse if spouses file
separate returns under R.C. 5747.08 or $125,000 for all other
taxpayers. No pass-through entity may claim a deduction
under this division.

For purposes of this division, “Ohio small business investor
income” means the portion of the taxpayer’s adjusted gross
income that is business income reduced by deductions from
business income and apportioned or allocated to this state
under R.C. 5747.21 and 5747.22, to the extent not otherwise
deducted or excluded in computing federal or Chio adjusted
gross income for the taxable year.”

Note: Generally, all sole proprietorship and pass-through
entity income and gain is business income.

Federal Privacy Act Notice
Because we require you to provide us with a Social Security number, the Federal Privacy Act of
1974 requires us to inform you that providing us with your Social Security number is mandatory.
Ohio Revised Code sections 5703.05, 5703.057 and 5747.08 authorize us to request this informa-
tion. We need your Social Security number in order to administer this tax.
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Summary of Ohio Tax Treatment of Income and Deductions for
Purposes of the Small Business Investor Income Deduction

Note: Except for lottery prizes and awards, all income and gain is presumed to be business income/gain.

Type of Income and Deductions Ohio Tax

. Guaranteed payments and compensation | If the individual directly or indirectly owns at least 20% of the business,
paid to an individual for services performed | the individual must show the guaranteed payments and compensation
onPartl A line 1.

. Gains or tosses from the sale or transfer of | Apportion if gain constitutes business income.
real property

. Gains or losses from the sale or transfer of | Apportion if gain constitutes business income.
tangible personal property

. Gains or losses from the sale or transfer of | Apportion if gain or loss constitutes business income.
intangible personal property

. Rents or royalties from real property Apportion if gain constitutes business income.

. Rents or royalties from tangible personal | Apportion if the rents or royalties constitute business income.
property

. Patent and copyright royalties Apportion if the rents or royalties constitute business income.

. Depreciation expense add-back/deduction if the depreciation relates to nonbusiness property, the 1/2, 5/6 or 6/6
add-back and corresponding 1/2, 1/5 or 1/8 deductions are not con-
sidered business income and deductions. However, if the depreciation
relates to business property, these depreciation adjustments are ap-
portioned as items of business income and deduction using the Part |
business income worksheet.

Page 38 of 97




IT SBD

Ohj Department of Rev. 11/13
O Taxation
Year 20

IT SBD - Small Business Investor Income Deduction Schedule
Every taxpayer requesting a small business investor income deduction must complete a separate schedule for each pass-through entity in
which the taxpayer has an ownership interest.

Part |
A. Business Income Before Deductions

1. Self-employmentincome (federal Schedule C, C-EZ or F), guaranteed payments and/or compensation
received from each pass-through entity in which you have at least a 20% direct or indirect ownership

interest. Note: Reciprocity agreements do not apply (see line instructions)..........c..ccocooieeiiiiiieeei, 1. 00
2. Add-back for expenses paid to related members and to certain investors’' family members (see in- 00
S TUCHIONS) .t 2.
3. Ordinary income (loss) from trade or business activities (to the extent not shown online 1).................. 3 00
4. Net income (loss) from rental activities, net royalties, interest income and dividend income................... 4. 00
5. Net capital gain (loss) and other gain (loss) (see the chart on page 7 of the instructions).................... 5. 00
6. Add adjustments from I.R.C. section 168(k) and gualifying 179 expenses (see line instructions)............ 6. 00
7. Other items of income and gain separately stated on federal Schedule K-1 and miscellaneous federal 00
income tax adjustments, if @NY ... 7.
8. Total Of NS 1 tTOUGN 7. e e e, 8. 00
B. Deductions From Business Income
9a. Keogh deduction, self-employment tax deduction and self-employed health insurance deduction......... 9a. 0o
b. Deduct adjustments for the depreciation expenses added back in prior years (see line instructions)..... Sb. 00
c¢. Other items of deduction and loss separately stated on federal Schedule K-1 if such deductions are 00
allowable in computing federal adjusted gross income (individuals) or federal taxable income (estates)... 9c.
d. Other business income deductibles (describe) and miscellaneous federal income tax adjustments, if 00
any ... 9d.
€. Total of €S 98 thrOUGN OC.. .. ..o oo %. 00
C. Net Business Income, Apportionment
10. Net business income (line 8 MINUS lINE 9&) ... oot 10. |00
11. Ohio apportionment ratio (Part 1], liNe 4)...........coiiiiiii 1. .
12. Total business income apportioned to Ohio (multiply line 10 by line 11) ..o 12. ] 00
D. Ohio Small Business Investor Income Deduction
(Complete a separate schedule for each pass-through entity or sole proprietorship)
13. Ohio small business investor income (line 12 from each separate schedule; see instructions) ............ 13. 00
14. Maximum Ohio small business investor income subject to deduction (see instructions)........................ 14. 00
15. Ohio small business investor income deduction; 50% of line 13 or 50% of line 14, whichever is less
(maximum deduction is $125,000 for married filing jointly or single/head of household/qualifying widow(er) 00
filers and $62,500 for married filing separately filers. Enter here and on Ohio form IT 1040, line 41......... 15.
Part Il — Apportionment Formula for Business Income
M (2) 3) (4) (5)
Total Weighted
Within Ohio Everywhere Ratio Weight Ratio
(carry to six (carry to six
1. Property decimal places) decimal places)
(a) Owned (average cost).
(b) Rented (annual rental x 8)...... .
(c) Total (lines 1aand 1b) ... .. + = _. x 20 = |lc
2. Payroll (see Exclusions on page 4
of the instructions) ... . + = x 20 = 2.
3. Sales (see Exclusions on page 5
of the instructions) ............c..c..co.o.... + = - x 60 = |3
4. Ohio apportionment ratio. Add lines 1¢, 2 and 3 (enter ratio here and on Part C. line 1) ..., 4.
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Chairman of the Board
RICK SCHOSTEK

Senior Vice President, Honda of America Manufacturing Mﬂ““fﬂcturer S

A S SOCIATION

President
ERIC L. BURKLAND

January 30, 2014
The Honorable Matt Huffman
Ohio House of Representatives

77 S. High St., 14th Floor
Columbus, OH 43215

RE: House Bill 375

Dear Representative Huffman:

The Ohio Manufacturers’ Association (OMA) has been an ardent supporter of the 2005 tax
reforms including the creation of the commercial activity tax (CAT). Some of the most
competitive aspects of the CAT are its broad base and its low rate. Those advantages are
maintained when the General Assembly stands firm against carve-outs and exemptions.

According to the Ohio Department of Taxation in a report dated March 12, 2013, in fiscal year
2012, manufacturers made up the third largest population of CAT taxpayers, at 10.1%. In terms
of CAT liability, manufacturers made up the largest share, at 27.3%. Manufacturers are
concerned that new carve-outs, exemptions, or credits will strain CAT proceeds, forcing an
increase in its rate, and pick CAT winners and losers, rather than an equitable application of the
tax.

As introduced, H.B. 375 excludes horizontal drillers that pay the proposed horizontal well
severance tax from paying the CAT on receipts realized on the sale of il or natural

gas. Excluding this industry from the CAT tax base narrows the base, reduces general revenue
funds, and increases pressures to raise the rate. The OMA appreciates the General Assembly’s
efforts to modernize the state’s severance tax. Please consider the principle of the CAT's broad
base and low rate as the discussions move forward.

We urge the General Assembly and its leaders to remain strong against a new exclusion. If not,
we risk damaging the competitive state tax advantages Ohio enjoys.

Thank you for your time and we would be happy to discuss this matter further.

Sincerely,

TAtA LA

Robert Brundrett

Director, Public Policy Services
(614) 629-6814
rbrundrett@ohiomfg.com

cc: The Honorable Peter Beck
The Honorable Gary Scherer

33 N. High St,, 6th floor Phone: 614-224-5111 - Toll free: 800-662-4463 oma@ohiomfg.com
Columbus, Ohio 43215-3005 Fax: 614-224-1012 whRISHSHHG com
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As of Feb. 4, 2014, the most recent balances of outstanding state loans from the FUA are:

State Loan Balance Began
Borrowing
Arkansas $117,171,233.93 Mar. 2009
California $10,000,352,302.86 Jan. 2009
Connecticut $573,439,548.60 Oct. 2009
Delaware $71,429,695.03 Mar. 2010
Georgia $178,330,018.89 Dec. 2009
Indiana $1,424,400,706.21 Dec. 2008
Kentucky $673,638,133.99 Jan. 2009
Missouri $321,450,889.81 Feb. 2009
New Jersey $64,344,618.24 Dec. 2013

New York $3,244,548,592.18 Jan. 2009
North Carolina |$1,837,734,131.89 Feb. 2009

Ohio $1,619,600,289.88 Jan. 2009
Pennsylvania $26,579,319.67 Jan. 2014
Rhode Island $126,387,121.03 Mar. 2009
South Carolina | $456,512,366.54 Dec. 2008
Virgin Islands $84,306,176.41 Aug. 2009
Wisconsin $393,454,851.80 Feb. 2009

Total $21,213,679,996.96

Source: U.S. Dept. of Labor, Employment and Training Administration.
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As Introduced

130th General Assembly

Regular Session H. B. No. 329

2013-2014

Representative Hall

Cosponsors: Representatives Retherford, DeVitis, Henne, Letson,

Romanchuk, Brown, Thompson, Grossman, Scherer, Smith, Blair, Terhar,

Hackett, Conditt
A BILL

To require the Director of Budget and Managenent to

make paynents on the bal ance of anounts borrowed

by the state fromthe federal governnent to issue

unenpl oynent benefits and to nmake an

appropriation.

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

Section 1. There is hereby appropriated fromthe CGeneral
Revenue Fund $404, 000, 000 for the Director of Budget and

Managenent to rmake paynents to the United States Secretary of the
Treasury on the bal ance of anpbunts borrowed by the state fromthe

federal governnment to issue unenpl oynent benefits fromthe state's

Unenpl oyment Conpensation Trust Fund. The Director of Budget and
Managenent shall fully expend the aforenenti oned anmount for this
pur pose by June 30, 2015. The Director of Budget and Managenent

may establish new appropriation itens as determ ned necessary by

the Director to facilitate the paynents.

ga b~ W N P

© 00 N O

10
11
12
13
14
15
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TO: OMA Tax Committee
FROM: Rob Brundrett

DATE: February 20, 2014
SUBJECT: Tax Policy Highlights

Overview

The General Assembly returned from their winter/holiday break in mid-January. On the
tax front, the severance tax has dominated most of the debate over the first two months
of the year. However, several other bills including income tax reduction and CAT credits
have been the subject of committee hearings. The Governor’s mid-biennium review will
be introduced either late February or early March. There remains a large concern that a
CAT rate hike will be included in legislation this spring. The House has named
Representative Jeff McClain (R-Upper Sandusky) as the new Ways and Means
Committee Chairman replacing Representative Peter Beck (R-Mason) who is under
criminal indictment.

State Financial Condition
Real GDP expanded at an annual rate of 3.2% in the fourth quarter, down from the 4.1%
rate in the third quarter. Year-over-year growth was 2.7%.

Ohio employment increased by 5,000 jobs in December. The Ohio unemployment rate
decreased to 7.2% in December.

Leading economic indicators remain consistent with uninterrupted growth at a modest
pace across the country and in Ohio.

Tax Reform Hearings

The House of Representatives created a Tax Reform Study Committee which held tax
reform hearings across the state during the summer and into the fall. The OMA and
several OMA members provided testimony for the committee. Representative Gary
Scherer (R-Circleville) who chaired the committee and recently named House Ways and
Means Vice Chairman, has been working to finish the Committee’s recommendations.
The report is expected at any time.

Not to be outdone by the House, the Ohio Senate began to have tax reform hearings last
fall. The OMA provided testimony for the committee. Senate leadership indicated they
are in favor of more comprehensive tax reform to pass this spring, probably in the MBR
bill.

The Governot’s office continues to review Ohio's taxes and is looking for an opportunity
to lower the overall income tax burden in the state. More recently the Governor said he
wahted the personal income tax rate below 4% which is lower than the 5% goal he set
earlier in his term.
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Tax Legislation
House Bill 5

After almost a full year of hurry up and wait House Bill 5 passed the House floor in
November. That capped off almost a year of testimony and aggressive lobbying by both
the proponents and the opponents of the bill. The Senate has had the bill since
November but has yet to hold a hearing on the bill. It appears that some members of the
Senate leadership team have strong concerns regarding the bill. The bill appears stalled
for the time being, but may be revived as debate begins on the MBR later this month.

House Bill 135

Representative Dorothy Pelanda (R-Marysville) introduced a bill to rehab vacant
industrial buildings. This is modeled on a bill from Indiana. The bill originally included a
CAT credit which the OMA was able to successfully remove from the bill. It is currently
pending in Senate committee and has not had a hearing since November.

Senate Bill 149/House Bill 219

Representative Jim Butler (R-Oakwood) and Senator Bill Beagle (R-Tipp City) have
introduced companion bills that would authorize nonrefundable tax credits against the
CAT for businesses that contribute to economic development projects undertaken by
local governments and nonprofit businesses. The credit is equal to 60% of a business’
contribution to a project primarily benefiting a rural area, and 50% of a contribution to a
project benefiting an urban area. There is concern with these bills that they will erode
the CAT base creating more pressure to increase the CAT rate on businesses. The
OMA sent letters to both sponsors and has worked with them and the committee
chairmen to remove the CAT credits from the bills.

Senate Bill 210

Senator Chris Widener (R-Springfield) quickly moved to introduce legislation following
the Medicaid expansion controlling board vote that would take the expected savings
from expansion and provide a permanent income tax rate reduction of 4% for all tax
brackets beginning in 2014. That would put the highest bracket at 5.176%. The bill had
its third hearing this week.

Senate Bill 228

Senator Chris Widener (R-Springfield) introduced legislation in the wake of the
controlling board Medicaid expansion vote that would limit the controlling board’s
authority to approve the expenditure of certain federal and nonfederal funds that are
received in excess of the amount appropriated or are not anticipated in the current
biennial appropriations act. The bill also requires information about selected non Ohio
companies and requires agencies to contact Ohio entities who did not respond to an
RFP. The bill was voted out of the Senate is pending in a House committee.

House Bill 230

Representative Cheryl Grossman (R-Grove City) has recently introduced and provided
sponsor testimony on HB 230. This bill creates a refundable CAT credit for a business
that donates food inventory to charitable organizations, equal to a percentage of a
federal income tax deduction taken by the business for the same donation. This bill also
puts pressure on the CAT rate. The OMA has expressed its concerns with Rep.
Grossman and has offered language that could create a transparent grant program.
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House Bill 246

Representatives Terry Blair (R-Washington Twp.) and John Rogers (D-Mentor on the
Lake) introduced HB 246 that allows an employer who hires a recent post-secondary
graduate to deduct over five years, all or a percentage of the employer's costs of
employing that graduate from the employer’'s gross receipts subject to the commercial
activities tax. This is another concern for manufacturers. While not as bad as a credit is
still creates a hidden deduction that could eventually impact the CAT rate. OMA met
with Rep. Blair and Chairman Beck on this bill to stress our concerns.

House Bill 328

Representatives Ron Young (R-Leroy) and Christina Hagan (R-Alliance) introduced
legislation from the House that would modify the authority of the controlling board to
approve certain expenditures. This was reaction to the controlling board vote to expand
Medicaid in the state of Ohio. The bill had a second hearing late in January.

House Bill 336

House Bill 336 sponsored by Reps Dave Hall (R-Millersburg) and Sean O’Brien (D-
Hubbard) would provide tax breaks to consumers and businesses who purchase new
vehicles or convert existing vehicles to run on natural gas. The bill also provides a
phase in for the motor-fuel tax collections for compressed natural gas.

The bill remains a concern because one of the tax breaks included in the bill is a CAT
credit for the purchase of a new alternative fuel vehicle or conversion of a traditional fuel
vehicle to an alternative fuel vehicle.

House Bill 375

In December House Speaker Pro Tem Matt Huffrnan (R-Lima) introduced legislation
supported by the House Speaker that would increase the state’s severance tax. The
legislation drafted by House leadership and a portion of the oil and gas industry in Ohio
would exclude the oil and gas industry from the CAT.

A substitute version of the bill was accepted last week in the House Ways and Means
Committee. The latest version removes the CAT exclusion for C corps but includes the
exclusion for pass throughs. The bill in its current form does not have very many
supporters and the House needs to do more work before a committee vote. Since it has
taken them until almost to the end of February there is a real possibility the Governor
may try again with his version in the MBR.

Mid-Biennium Review

The Governor's office is preparing another mid-biennium review (MBR) bill this winter.
The MBR bill is a comprehensive policy bill touching all aspects of state government,
including the Ohio Department of Taxation and taxing issues. There have been no
official announcements about what the MBR might contain. However rumor and
speculation would indicate there will be something impacting the CAT and the income
tax; including an increase in the CAT rate to .30%.
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Tax news

Representative Peter Beck (R-Mason) lost his chairmanship of the House Ways and
Means Committee. Earlier this month it was announced that he would be facing an
additional 53 felony counts on top of the 16 counts previously announced in July 2013.
The criminal charges stem from activities by a software company where Beck served as
the chief financial officer.

The Speaker released a statement asking for Beck to resign and that it was decided he
should no longer chair the Ways and Means Committee. As of this week Representative
Beck has yet to resign his seat in the legislature.

The Speaker named Jeff McClain (R-Upper Sandusky) as the new Ways and Means
Chairman. Rep. McClain was previously Vice Chairman of the Finance and
Appropriations Committee. Gary Scherer (R-Circleville) was named the new Vice
Chairman of the House Ways and Means Committee. Representative Terry Boose (R-
Norwalk) was moved from Vice Chair of Ways and Means to Vice Chair of Finance and
Appropriations.
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Chairman of the Board
RICK SCHOSTEK

’
Senior Vice President, Honda of America Manufacturing Man“fact“rers

A S SOCIATION

President
ERIC L. BURKLAND

December 4, 2013

The Honorable Jim Butler

Ohio House of Representatives
77 S. High St., 13th Floor
Columbus, OH 43215

RE: _House Bill 219

Dear Representative Butler:

The Ohio Manufacturers’ Association (OMA) has been an ardent supporter of the 2005 tax
reforms including the creation of the commercial activity tax (CAT). Some of the most important
aspects of the CAT are its broad base, its low rate, and its broad application to business
entities. Those attributes can only be maintained when the state stands firm against individual
carve-outs and exemptions. i

According to the Ohio Department of Taxation in a report dated March 12, 2013 in fiscal year
2012 manufacturers made up the third largest group of CAT taxpayers, at 10.1%. At the same
time, in terms of CAT liability manufacturers made up the largest share, at 27.3% of the total.
Manufacturers are concerned that any new carve-outs, exemptions, or credits could provide
strain on the CAT forcing an increase in its rate.

H.B. 219 authorizes a nonrefundable tax credit against the CAT for businesses that contribute to
economic development projects undertaken by local governments and nonprofit corporations.
While manufacturers agree economic development is important and in some case must be
incentivized; creating a credit against the CAT gives us great pause.

The General Assembly has only allowed a handful of credits against the CAT since its inception
in 2005. We urge the General Assembly to stay strong against new carve-outs, credits and
exemptions. If not we risk following the path of the ineffective and exemption riddled corporate
franchise tax.

Thank you for your time and we would be happy to discuss this matter further in hopes to finding
a workable solution that can benefit all parties.

Robert Brundrett

Director, Public Policy Services
Ohio Manufacturers’ Association

33 N. High St,, 6th floor Phone: 614-224-5111 - Toll free: 800-662-4463 oma@ohiomfg.com
Columbus, Chio 43215-3005 Fax: 614-224-1012 wiitethShiG.com
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Tax Analysis Division

Ohio Department 0 30 E Broad St, 22" Floor
Columbus, Ohio 43215

TAXATION (614)466-3960 Fax (614)752-0700
http://tax.ohio.gov

Table CAT 1&2
No. 44 & 45 (2013)
March 12, 2013

COMMERCIAL ACTIVITY TAX: Number of Taxpayers and Tax Return Data, Fiscal Year 2012

The commercial activity tax went into effect on July 1, 2005. It is a privilege tax measured by gross receipts from activities in this state.

The tax is a key component of the 2005 tax reform package enacted by Am. Sub. House Bill 66 (126th General Assembly). Major
business tax components of the act consist of the phase-out of both the tangible personal property tax and the corporate franchise tax
and the phase-in of the commercial activily tax.

The tax is levied and paid on a quarterly or annualized basis. Taxpayers with annual taxable gross receipts above $1 million must
report and pay the tax quarterly. Taxpayers whose annual taxable gross receipts are between $150,000 and $1 million are considered
annual taxpayers and are subject only to the $150 minimum tax. Taxpayers with annual gross receipts below $150,000 are not subject
to the commercial activity tax.

The attached CAT-1 and CAT-2 tables reflect information reported on tax returns that were due and filed during fiscal year 2012. For
quarterly taxpayers, these returns reflect activity for the April 2011 to March 2012 period; the returns were due and filed in August 2011,
November 2011, February 2012 and May 2012, In addition, the data include tax returns filed by annual taxpayers for the calendar year
2012 period; the returns were due in May 2012. Several notable factors affecting the data in these tables are explained below.,

»  Ohio law phased-in the commercial activity tax rate over a five-year period that began in July 2005. The fully phased-in 0.26% tax
rate took effect on April 1, 2009 (first impacting fiscal year 2010 tax revenues), and is reflected in the attached tables.

»  Each combined and consolidated taxpayer group is shown as a single entity in these tables. In the CAT-1 table, the combined or
consolidated group is reported under the primary filer's industry code. In the CAT-2 table, the entire group's gross receipts
determine the size category in which the group is placed.

As shown in these tables, the total reported commercial activity tax liability before credits for fiscal year 2012 is $1,658.5 million. Of this
amount $22.7 million is attributable to the minimum tax and $1,635.8 million is attributable to the 0.26% tax rate. Taxable gross
receipts amount to $712.1 billion but the exclusion available on each return reduces taxable receipts by $82.9 billion, or 11.6%; the
resulting net taxable gross receipts amount to $629.2 billion.

Table CAT-1 shows tax return information for 19 industrial sectors. The industrial sector data is based on each taxpayer's reported
primary business activity, using the North American Industry Classification System (NAICS). The retail sector comprises the largest
group of taxpayers, accounting for 12.8% of all taxpayers. This is followed by taxpayers in the unclassified (10.2%), manufacturing
(10.1%), professional, scientific and technical services (9.3%), and construction (9.3%) categories. In terms of tax liability,
manufacturers account for the largest share at 27.3% of the total. The retail (20.1%) and wholesale (16.0%) sectors account for the
next largest shares of total liability.

Table CAT-2 provides tax return information based on the size of each taxpayer's taxable gross receipts (prior to the exclusion). Filers
whose fiscal year 2011 taxable gross receipts were $1 million or below account for 68.8% of all returns, but only 0.9% of the total
liability. Filers with taxable gross receipts above $1 billion comprise less than 0.1% of all returns but account for 25.5% of total tax
liability.

Data contained in these tables is derived from commercial activity tax returns filed by taxpayers with the Ohio Department of Taxation.
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Tax

House Unveils Severance Tax Sub Bill

The week the House unveiled Sub House Bill
375, a modified severance tax proposal. The
newest version includes a higher severance tax
rate on products extracted through horizontal
wells and a mechanism to divide the proceeds
from the severance tax among the Ohio
Department of Natural Resources, local
governments (impacted by drilling activity), and
the income tax reduction fund.

The sub bill also offers an exclusion from the
commercial activity tax (CAT) for proceeds of
the sale of oil and gas by persons paying the
severance tax and who are also subject to the
income tax.

OMA tax counsel Mark Engel of Bricker & Eckler
has prepared this analysis of the sub bill.

On Eebruary 20 the OMA tax committee will be
discussing this bill and other important tax
topics. Register here. 2/13/2074

OMA Asks House to Leave CAT Out of
Severance Tax Reform

This week in a letter to Rep. Matt Huffman (R-
Lima), OMA expressed appreciation for House
leadership's efforts to modernize the state's
severance tax via House Bill 375, but cautioned
against providing an exemption from the
commercial activity tax (CAT) for the horizontal
drilling industry.

Rob Brundrett, OMA Director, Public Policy
wrote: "As introduced, H.B. 375 excludes
horizontal drillers that pay the proposed
horizontal well severance tax from paying the
CAT on receipts realized on the sale of oil or
natural gas. Excluding this industry from the
CAT tax base narrows the base, reduces
general revenue funds, and increases pressures
to raise the rate. ... Please consider the principle
of the CAT's broad base and low rate as the
discussions move forward." 1/29/2014

OMA Tax Committee to Discuss Growth of
Local Government

Ohio’s Controlling Board President, Randy
Cole, has compiled a presentation detailing how
local government has grown to more than 6,500
independent agencies with more than 500,000
employees requiring mere than $50 billion a
year to operate. He'll present at the OMA Tax
Committee meeting on February 20.

To help schools and municipalities collaborate to
be more efficient with tax dollars, the Kasich
administration, in conjunction with local officials
from across the state, developed Beyond
Boundaries, a Shared Services Action Plan for Chio
Schools and Governments. This is a roadmap of
public policy recommendations to make Ohio's
public sector more efficient.

Register here for the OMA Tax Committee
meeting on Eebruary 20 to learn
more. 1/30/2014

Small Biz? Don't Leave (Tax) Money on the
Table!

The Chio Department of Taxation issued this
alert to Ohio businesses structured as pass-
through

entities to promote the 50% Small Business Tax
Deduction, retroactive to January 1, 2013. The
form and instructions are now available at the
department's web site.

Frequently Asked Questions about the new 50%
tax cut are also on the web site.  Information and
assistance are available at this toll-free
Taxpayer Service line: 1-800-282-

1780. 1/23/2014

Key Tax Law Changes

Last year's W-2s and 1099s should be arriving in
your mailbox or inbox soon. OMA Connections
Partner, GBQ Partners LLC, tells us about the
key tax law changes that took effect in

2013 1/23/2014
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Bill Would Require Credit or Refund of
Overpaid State Business Taxes

State Representatives Mike Duffey (R-
Worthington) and Al Landis (R-Dover) joined
Senators Bob Peterson (R-Sabina) and Bill
Beagle (R-Tipp City), along with Ohio Tax
Commissioner Joe Testa this week to introduce
legislation requiring the Ohio Department of
Taxation to notify Ohio businesses when they
overpay their taxes.

House Bill 402 and Senate Bill 263 add the
requirement to the tax commissioner’s statutory
duties and functions that taxpayers be notified of
overpayments so they can claim a refund or
allow the money to be credited toward their
future taxes. Currently businesses must request
the refunds and the state is under no obligation
to inform businesses if they have overpaid.

The bills are in response to the Ohio Inspector
General’s report finding that the Chio
Department of Taxation failed to refund more
than $30 million in state taxes overpaid by
businesses and that the Department of Taxation
often ignored requests for refunds. 1/30/2014

OMA Following Ohio's Unemployment Comp.
Debt Issue

Ohio was one of 14 states that was subject to a
federal reduction in FUTA credit on its IRS Form
940 for 2013; credit reductions ranged from
1.2% to 0.6%. Ohio’s reduction was 0.9%. As
of November of last year Ohio’s outstanding
Title XIl loan balance was $1,552,639,928.74.

At its last tax committee meeting in the fall, OMA
asked guest speaker, Ohio Office of Budget and
Management Director, Tim Keen, about the
state's plan to pay down its UC debt. Director
Keen was very aware of the situation and said it
should be a high priority for the state and
businesses alike.

The state has been making the interest
payments since 2011 totaling mere than $180
million. There has been talk about bonding the
debt. However, constitutional hurdles need to
be cleared for this to be a viable option. The
General Assembly has also introduced a bill that
would use the projected $400 million the state

would save through Medicaid expansion to help
pay down the debt.

In the meantime, manufacturers face escalating
UC assessments. This will be a topic of focus at
the next OMA tax committee on February

20. Ohio Department of Jobs and Family
Services, which regulates Ohio’'s unemployment
compensation, has been invited. All members
are invited to attend; register here or contact
OMA's Rob Brundrett. 1/152014

Severance Tax Proposal Gets Hearing

The House Ways and Means Committee held
proponent testimony this week on House Bill
375, a House GOP backed bill that makes
changes to Ohio’s severance tax.

The Legislative Service Commission (LSC), a
nonpartisan research organization, produced
this fiscal analysis of the bill, which "...creates a
distinction between horizontal wells and
nonhorizontal wells for severance tax

purposes. It reduces taxes on nonhorizontal
wells and imposes a different tax on horizontal
wells. A portion of revenues will be used to
partially offset revenue losses to two DNR funds,
with remaining revenue to be used to fund a
personal income tax cut. A personal income tax
credit and an exclusion from the CAT for
horizontal well receipts will reduce GRF
revenues."

The LSC analysis did not predict how much
revenue the new tax structure might generate for
personal income tax cuts.

House members heard testimony from the Ohio
Oil and Gas Association, among
others. 1/92014

Important Tax Figures for 2014

Per OMA Connections Partner, GBQ Partners,
every year, the dollar amounts allowed for
various federal tax benefits are subject to
change based on inflation adjustments and
legislation.

Here are some important tax figures for 2014,
compared with 2013, including the estate tax
exemption, Social Security wage base, qualified
retirement plan and IRA contribution limits,
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driving deductions, allowable business write-off
amounts and more. 1/7/2014

House Holds First Hearing on New
Severance Tax Proposal

This week the House Ways and Means
Committee heard sponsor testimony from Rep.
Matt Huffman (R-Lima) on House Bill 375, which
would decrease severance taxes paid by small
traditional drillers and increase severance taxes
on horizontal drillers. The bill would also
exclude from the commercial activity tax the
gross receipts from the sale of oil or natural gas
severed through a horizontal well. See bill
summary. 72/12/2013

House Hears Alternative Fuel Motor Vehicle
Bill

The House Finance Committee heard sponsor
testimony last week on House Bill 336, a bill that
is intended to encourage the acquisition and use
of motor vehicles propelled by alternative forms
of motor fuel.

House Bill 336 provides for the treatment of
compressed natural gas used to propel motor
vehicles on the public highways as motor fuel for
purposes of the motor fuel tax, the motor fuel
gross receipts tax, and the commercial activity
tax. Italso creates a number of credits and
exclusions related to the purchase of, or
conversion of existing vehicles to, alternative
fuel vehicles, including the income tax, the
commercial activity tax, and the sales tax. It
also provides for a grant program to encourage
public and nonprofit organizations to encourage
the use of such vehicles.

The bill is sponsored by Representatives Sean
O'Brien (D-Hubbard) and David Hall (R-
Millersburg).

OMA tax counsel, Mark Engel, Partner, Bricker
and Eckler, provided this analysis of the
bill. 12/5/2013

House Introduces New Severance Tax Plan

The Ohio House this week introduced a new
severance tax plan, House Bill 375, that is

sponsored by Speaker Pro Tem Matt Huffman
(R-Lima) and cosponsored by Speaker
Batchelder (R-Medina).

According to OMA tax counsel, Mark Engel, the
bill would: "... reduce the severance tax rate on
persons extracting oil and natural gas by means
other than horizontal wells; impose a tax on the
net proceeds of oil and natural gas produced
through horizontal wells; provide a credit against
the state income tax equal to the amount of tax
paid by taxpayers using horizontal wells; and
provide an exclusion from the commercial
activity tax for proceeds of the sale of oil and
gas by persons paying the severance tax
applicable to the use of horizontal wells."

You can read a full analysis of the bill that Mark
Engel prepared. 12/5/2013

OMA Asks House Committee to Oppose CAT
Credit

This week the OMA submitted a letter to the
House Ways and Means Chairman, Rep. Peter
Beck (R-Mason), outlining concerns with House
Bill 219. The bill creates a nonrefundable
commercial activity tax (CAT) credit for certain
economic development contributions.

In his letter OMA Director, Public Policy
Services, Rob Brundrett, said, "Some of the
most important aspects of the CAT are its broad
base, its low rate, and its broad application to
business entities. Those attributes can only be
maintained when the state stands firm against
individual carve-outs and exemptions."

The OMA previously issued a similar letter of
concern to senators regarding companion
legislation, Senate Bill 149. 12/5/2013

House Bill 5, Municipal Tax Uniformity Bill,
Advances to Senate

Almost a year after it was introduced, House Bill
5, the municipal income tax uniformity bill, was
voted out of the House of Representatives
yesterday by a vote of 56-39. The bill includes
numerous changes to local income taxes that
should reduce administrative time and cost to
manufacturers.
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The bill continues to receive fierce opposition
from city leaders. The most controversial aspect
of the bill is a provision that would require city
tax systems to allow businesses to carry forward
net operating losses for five years. While some
cities already allow some type of carry forward,
the law would require all cities to fully implement
this practice by 2017.

Due to the importance of this legislation to
manufacturing competitiveness, the

OMA marked it a "key vote" bill. Key vote bills
are tracked by the OMA and used in candidate
endorsement processes.

House Bill 5 now moves to the Senate. Contact
your state senator to urge passage of House Bill
5.11/14/2013

OMA Warns Against CAT Credit

This week the OMA submitted a letter to Senate
Ways and Means Committee Chairman Tim
Schaffer (R-Lancaster) asking the Senate to
resist bills that create commercial activity tax
(CAT) credits. The committee had a hearing on
Senate Bill 149, sponsored by Bill Beagle (R-
Tipp City), which creates a credit against the
CAT for businesses that contribute to economic
development projects.

The OMA wrote, “Manufacturers are concerned
that any new carve-outs, exemptions, or credits
could provide strain on the CAT forcing an
increase in its rate.” Ohio manufacturers pay
the largest proportionate share of CAT. The
renewed push for more credits coming from the
General Assembly continues to be a concern
among manufacturers. 11/14/2013
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HB5

HB24

HB26

HB40

HB46

HB54

HBS56

HBS9

Taxation Legislation
Prepared by: The Ohio Manufacturers' Association
Report created on February 18, 2014

MUNICIPAL CORPORATIONS INCOME TAXES (GROSSMAN C, HENNE M) To revise
the laws governing income taxes imposed by municipal corporations.

Current Status: 11/19/2013 - Referred to Committee Senate Finance

State Bifl Page: http./fiwww leqislature state oh.us/bills.cfm?ID=130 HB 5

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: 12/4/2013 - House Ways and Means, (Third Hearing)

State Bill Page: hitp./flwww.legislature state.oh.us/bills.cfm?ID=130 HB 24

SALES-USE TAX EXEMPTION (MAAG R) To exempt from sales and use taxes the sale or
use of investment metal bullion and coins.

Current Status: 6/5/2013 - House Ways and Means, (Second Hearing)
State Bill Page: http:.//www.legislature.state.oh.us/bills.cfim?ID=130 HB 26

INVESTIGATION OF LOST FUNDS-LIBOR (FOLEY M) To require the Treasurer of State
to investigate whether state treasury funds, custodial funds, or funds of state institutions of
higher education were lost as a result of fraudulent manipulations to the LIBOR and to
declare an emergency.
Current Status: 2/13/2013 - Referred to Committee House Policy and Legislative
Oversight
State Bill Page: hitp:/fwww legislature state oh.us/bills.cfm?ID=130_HB 40

SMALL CLAIMS DIVISION-TAX APPEALS BOARD (AMSTUTZ R) To create a small
claims division of the Ohio Board of Tax Appeals, to allow for parties to file a notice of
appeal to the Board by facsimile or electronic transmission using electronic mail, to require
the Board to establish a case management schedule for appeals, and to authorize the Tax
Commissioner to expedite and issue a final determination for residential property value
appeals with written consent of the parties.

Current Status: 2/13/2013 - Referred to Committee House Ways and Means

State Bifl Page: hitp:/fwww legislature state ch us/bills.cfm?ID=130 HB 46

INTERNAL REVENUE CODE (BECK P) To expressly incorporate changes in the Internal
Revenue Code since December 20, 2012, into Ohio law, and to declare an emergency.

Current Status: 3/12/2013 - Referred to Committee Senate Ways and Means
State Bilf Page: http:/fwww leqgislature state oh.us/bills.cfm?ID=130 HB 54

BUSINESS PROPERTY TAX EXEMPTION (GERBERRY R) To allow a board of township
trustees to reduce the percentage or term of a property tax exemption granted to a
business under a tax increment financing agreement if the business fails to create the
number of new jobs the business agreed to create in the agreement.
Current Status: 3/12/2013 - House State and Local Government, (First Hearing)
State Bifl Page: hitp:/fwww legislature state ch us/bills.cfm?ID=130 HB 56

BIENNIAL BUDGET (AMSTUTZ R) To make operating appropriations for the biennium
beginning July 1, 2013, and ending June 30, 2015; to provide authorization and
conditions for the operation of state programs.
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HBE63

HB81

HB107

HB118

HB135

HB138

HB139

Current Status: 6/30/2013 - SIGNED BY GOVERNOR; Eff. 6/30/2013; Some Eff.
9/29/2013; Cthers Various Dates
State Bill Page: http:/fwww.legislature. state.oh.us/bills.cfm?ID=130 HB 59

TAX CREDIT- OIL AND GAS PRODUCTION (CERA J, O'BRIEN S) To establish a
nonrefundable commercial activity tax credit for companies involved in horizontal well
drilling or related cil and gas production services that hire Ohio residents or dislocated
workers who have enrolled in or completed a federally registered apprenticeship program.
Current Status: 2/20/2013 - Referred to Committee House Ways and Means
State Bifl Page: http:/fwww.legislature state.ch.us/bills.cfm?ID=130 HB 63

TAX EXPENDITURES EFFECTIVENESS (DRIEHAUS D, FOLEY M) To provide for the
periodic appraisal of the effectiveness of tax expenditures.
Current Status: 2/27/2013 - Referred to Committee House Policy and Legislative
Oversight
State Bill Page: http:/fiwww.legislature state oh.us/bills.cfm?ID=130 HB 81

CAREER EXPLORATION INTERNSHIPS-TAX CREDIT (BAKER N) To authorize a tax
credit for businesses that employ high school students in career exploration internships.
Current Status: 2/18/2014 - Senate Finance, (Fourth Hearing)
State Bill Page: hitp:/fwww legislature state oh us/bills.cfm?ID=130_HB 107

BOND ISSUES BALLOT LANGUAGE (ROEGNER K) To revise the ballot language
requirements for bond issues.
Current Status: 6/11/2013 - House State and Local Government, (Second
Hearing)
State Biff Page: hitp./fwww. leqgislature state oh.us/bills.cfm?ID=130 HB 118

INCOME TAX CREDIT-VACANT INDUSTRIAL SITE (PELANDA D, CERA J) To authorize
a nonrefundable credit against the income tax and certain business taxes for the
rehabilitation of a vacant industrial site.
Current Status: 11/12/2013 - SUBSTITUTE BILL ACCEPTED, Senate Ways
and Means, (Second Hearing)
State Biff Page: http:/fwww leqislature state oh us/bills.cfm?ID=130 HB 135

TAX APPEALS BOARD LAW CHANGES (MCCLAIN J, LETSON T) To make changes to
the law governing the Board of Tax Appeals, including authorizing a small claims division
within the Board, requiring the Board to institute measures to manage certain appeals,
requiring the Board to receive notices of appeal and statutory transcripts electronically,
providing pleading standards for appeals to the Board, granting the Board authority to grant
summary judgments and consider motions, vesting hearing examiners with the authority to
determine credibility of witnesses and issue statements of fact and conclusions of law
separately, and authorizing the Board to require parties to engage in mediation, and to
authorize the Tax Commissioner to expedite and issue a final determination for residential
property value appeals with written consent of the parties.

Current Status: 7/11/2013 - SIGNED BY GOVERNOR, Eff. 10/11/2013; Some

Provisions Other Dates

State Biff Page: http://www_leqislature.state.oh.us/bills.cfm?ID=130 HB 138

JOBSOHIO ACCOUNTABILITY ACT (LUNDY M) To create the JobsChio Accountability
Act.

Current Status: 6/4/2013 - Referred to Committee House Policy and Legislative
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HB198

HB212

HB219

HB224

HB230

HB245

HB246

Oversight
State Bifl Page: http://www.leqgislature.state.oh.us/bills.cfm?ID=130 HB 189

TAX INCREMENT FINANCING (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 adopting the TIF resolution, and to permit such owners to exclude their
parcels from the incentive district by submitting a written response.

Current Status: 2/11/2014 - House State and Local Government, (Fourth

Hearing)
State Bill Page: http://www.legislature.state.oh.us/bills.cfm?/D=130 HB 198

SEVERANCE TAX-HORIZONTAL WELLS (HAGAN R) To levy a tax on the severance of
oil, gas, condensate, and natural gas liquids from horizontal wells, to distribute revenue
from the tax to environmental and oil and gas regulatory purposes, local governments
impacted and not impacted by horizontal well development, and a permanent fund to
promote economic development, and to provide for the administration, investment, and use
of the permanent fund.

Current Status: 1/21/2014 - House Agriculture and Natural Resources, (First

Hearing)
State Bill Page: http://www.legislature.state.oh.us/bills.cfm?/D=130 HB 212

CONTRIBUTIONS-ECONOMIC DEVELOPMENT PROJECTS (BUTLER, JR. J) To
authorize tax credits for contributions of money to economic and infrastructure development
projects undertaken by local governments and nonprofit corporations.

Current Status: 12/4/2013 - House Ways and Means, (Third Hearing)

State Bill Page: http:/fwww. legislature state oh.us/bills.cfim?ID=130 HB 219

TAX CREDITS (GONZALES A, TERHAR L) To make various changes to the administration
of the investment tax credit and the venture capital loan loss tax credit, including the
increase of the maximum amount of the investment tax credit and the venture capital loan
loss tax credit and the elimination of the Industrial Technology and Enterprise Advisory
Councils.
Current Status: 6/26/2013 - Referred to Committee House Ways and Means
State Bifl Page: http:/fwww legislature state.oh us/bills.cfm?ID=130_HB 224

TAX CREDIT-FOOD DONATIONS (GROSSMAN C, ANIELSKI M) To authorize an income
tax or commercial activity tax credit for businesses that donate food inventory to charitable
organizations.

Current Status: 10/2/2013 - House Ways and Means, (First Hearing)

State Bill Page: http/fwww legislature state oh.us/bills.cfim?ID=130 HB 230

PROPERTY TAX ROLLBACK (BARBORAK N) To extend the 10% and 2.5% partial
property tax "rollback exemptions to new and replacement levies approved at the 2013
general election and to declare an emergency.
Current Status: 9/19/2013 - Referred to Committee House Finance and
Appropriations
State Biff Page: http./fwww leqislature state oh.us/bills.cfm?ID=130 HB 245

TAX DEDUCTION-COLLEGE GRADUATES (ROGERS J, BLAIR T) To allow recent
college graduates to claim an income tax deduction for qualified higher education expenses
and allow employers of recent college graduates to deduct the employer's costs of
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HB260

HB282

HB284

HB2389

HB312

HB319

HB329

employing the graduate from the employer's gross receipts subject to the commercial
activities tax.

Current Status: 10/2/2013 - House Ways and Means, (First Hearing)
State Biff Page: http://www.leqgislature.state.oh.us/bills.cfm?ID=130 HB 246

ELECTRONICALLY FILED TAX RETURNS (GONZALES A) To allow the Department of
Taxation to provide taxpayers who file electronic returns the option of receiving their income
tax refund in the form of a credit card, debit card, prepaid card, or other device used to
electronically transfer funds.

Current Status: 12/4/2013 - House Ways and Means, (Second Hearing)

State Bill Page: http./fwww. legislature state oh.us/bills.cfim?ID=130 HB 260

SALES-USE TAX LICENSE (ROGERS J) To authorize vendors and cthers required to hold
a sales or use tax license whose business and home address is the same to apply to the
Tax Commissioner to keep such address confidential.

Current Status: 2/11/2014 - House Ways and Means, (First Hearing)
State Bill Page: http:.//www.legislature state.oh.us/bills.cfim?ID=130 HB 282

HISTORIC REHABILITATION TAX CREDIT INCREASE (SCHURING K) To increase the

maximum historic rehabilitation tax credit allowed to a taxpayer, from $5 million to $25

million, and to limit the amount of such credit that may be claimed in each year to $5 million.
Current Status:  10/10/2013 - Referred to Committee House Ways and Means
State Bill Page: http://www legislature state oh.us/bills cfm?ID=130_HB 284

JOINT ECONOMIC DEVELOPMENT ZONE-DISTRICT (SCHURING K) To require
subdivisions to obtain written approval from owners and lessees of real property located
within a proposed or existing joint economic development zone (JEDZ) or joint economic
development district (JEDD) before approving, amending, or renewing the JEDZ or JEDD
contract, to require that income tax revenue derived from a JEDZ or JEDD approved,
amended, or renewed after the bill's effective date be used to carry out the JEDZ or JEDD
economic development plan before being used for other purposes, and to institute
contiguity requirements for which subdivisions may create a JEDZ or JEDD.

Current Status: 2/18/2014 - House State and Local Government, (Seventh

Hearing)
State Bifl Page: hitp:/fwww legislature state oh.us/bills.cfm?ID=130 HB 289

ELECTRIC LIGHT COMPANY-JOB RETENTION PROGRAM COSTS (JOHNSON T) To
permit a public utility electric light company to recover costs of an economic and job
retention program from all public utility electric light customers in Chio.

Current Status: 1/22/2014 - House Public Utilities, (Second Hearing)
State Bifl Page: http./fiwww.legislature state.oh.us/bills.cfim?ID=130 HB 312

INFRASTRUCTURE DEVELOPMENT RIDER-GAS COMPANIES (GROSSMAN C) To
permit natural gas companies to apply for an infrastructure development rider to cover costs
of certain economic development projects.

Current Status: 2/19/2014 - House Public Utilities, (Second Hearing)
State Bill Page: http://www_leqislature state.oh.us/bills.cfm?ID=130 HB 319

FEDERAL FUNDS REPAYMENT-UNEMPLOYMENT BENEFITS (HALL D) To require the
Director of Budget and Management to make payments on the balance of amounts
borrowed by the state from the federal government to issue unemployment benefits and to
make an appropriation.
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HB336

HB345

HB357

HB365

HB375

HB405

HCRé

Current Status: 11/6/2013 - Referred to Committee House Finance and
Appropriations
State Bifl Page: http://www.leqislature.state.oh.us/bills.cfm?ID=130 HB 329

GASEOUS FUEL VEHICLE CONVERSION PROGRAM (O'BRIEN S, HALL D) 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: 2/18/2014 - House Finance and Appropriations, (Second

Hearing)
State Bifl Page: hitp:/fwww legislature state oh us/bills.cfm?ID=130 HB 336

LOST REVENUE-TAX INCENTIVES (BARBORAK N) To require the Director of
Development Services to estimate the revenue that would be foregone by the state as a
result of each tax incentive proposed to the Tax Credit Authority and publish that estimate
on the web site of the Development Services Agency.
Current Status: 11/19/2013 - Referred to Committee House Ways and Means
State Bill Page: http://www.legislature.state.oh.us/bills.cfm?/D=130 HB 345

SALES-USE TAX CREDITS-RECYCLED ITEMS (BECKER J) To exclude credits afforded

by vendors to consumers for conveying items of tangible personal property to the vendor for

recycling or remanufacturing from the price of a sale for sales and use tax purposes.
Current Status: 12/3/2013 - Referred to Committee House Ways and Means
State Bill Page: http:/fwww. legislature state oh.us/bills.cfim?ID=130 HB 357

BUSINESS TAX OVERPAYMENT (STINZIANO M, DUFFEY M) To require the Tax

Commissioner to notify a taxpayer that the taxpayer has overpaid certain business taxes.
Current Status: 12/4/2013 - Referred to Committee House Ways and Means
State Bill Page: hitp:/fwww legislature state oh us/bills.cfm?ID=130_HB 365

SEVERANCE TAX-HORIZONTAL OIL AND GAS WELLS (HUFFMAN M) To levy a
severance tax on well owners of cil and gas severed from horizontal wells, to create a
nonrefundable income tax credit for the amount of horizontal well severance tax paid, to
repeal a cost recovery assessment imposed on oil and gas well owners, to reduce the
severance tax rate on natural gas extracted from nonhorizontal wells, to exclude from the
tax base of the commercial activity tax gross receipts from the sale of oil or natural gas
severed through use of a horizontal well, and to make an appropriation.

Current Status: 2{12/2014 - SUBSTITUTE BILL ACCEPTED, House Ways and

Means, (Seventh Hearing)
State Bifl Page: http/fwww ledislature state oh us/bills cfm?ID=130_HB 375

INCOME TAX CREDIT-CERTAIN DEGREES (BUDISH A, 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: 1/28/2014 - Referred to Committee House Ways and Means
State Bill Page: http/fwww legislature state oh.us/bills.cfim?ID=130 HB 405

FEDERAL EXCISE TAX-MEDICAL DEVICES (BRENNER A, HUFFMAN M) To urge the
Congress of the United States and the President of the United States to repeal the new
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SB27

SB28

SB29

SB30

SB31

SB42

SB52

SB56

SB76

federal excise tax on medical devices.

Current Status: 4/30/2013 - Referred to Committee Senate Medicaid, Health and
Human Services

State Biff Page: http://iwww.leqgislature.state.oh.us/res.cfm?1D=130 HCR &

PROPERTY TAX EXEMPTION-MILITARY VETERANS (SCHAFFER T) To exempt from
property taxation the primary residences of military veterans who are 100% disabled from a
service-connected disability.

Current Status: 2/27/2013 - Senate Ways and Means, (First Hearing)
State Bill Page: http://www.legislature state.oh.us/bills.cfim?ID=130 SB 27

INTERNAL REVENUE CODE (OBHOF L) To expressly incorporate changes in the Internal
Revenue Code since December 20, 2012, into Ohio law, and to declare an emergency.

Current Status: 3/22/2013 - SIGNED BY GOVERNOR; Eff. 3/22/2013
State Bifl Page: http.//www legislature state.oh.us/bills.cfm?ID=130 SB 28

INCOME TAX REFUND-JUDGMENT DEBTOR TENANT (SCHAFFER T) To enable a
judgment creditor landlord to obtain a court order directing the Tax Commissioner to pay
the judgment debtor tenant's income tax refund to the landlord.

Current Status: 2/27/2013 - Senate Ways and Means, (First Hearing)
State Bifl Page: http.//iwww_leqgislature. state.oh.us/bills.cfm?ID=130 SB 29

AMERICAN RED CROSS CONTRIBUTIONS (SCHAFFER T) To allow taxpayers to make
contributions to the American Red Cross Ohio Disaster Response Readiness and
preparedness Fund through their income tax returns.

Current Status: 2/27/2013 - Senate Ways and Means, (First Hearing)
State Biff Page: htip./iwww leqgislature state oh.us/bills.cfm?ID=130 SB 30

INCOME TAX CREDIT-TEACHERS (SCHAFFER T) To allow a credit against the personal
income tax for amounts spent by teachers for instructional materials.

Current Status: 2/27/2013 - Senate Ways and Means, (First Hearing)

State Bifl Page: hitp:/fwww legislature state oh us/bills.cfm?ID=130_ SB 31

PROPERTY TAXES-SCHOOL SECURITY (MANNING G, GARDNER R) To authorize
school districts to levy a property tax exclusively for school safety and security purposes.

Current Status: 6/19/2013 - House Ways and Means, (Third Hearing)
State Bifl Page: http:.//www.legislature state.oh.us/bills.cfim?ID=130 SB 42

PROPERTY TAX COMPLAINTS (COLEY W) To permit property tax complaints to be
initiated only by the property owner.

Current Status: 6/18/2013 - Senate Ways and Means, (Fourth Hearing)
State Bilf Page: http.//www. legislature state oh.us/bills. cfm?ID=130 SB 52

INCOME TAX REFUNDS (KEARNEY E) To require the Department of Taxation to provide
taxpayers the option of receiving their income tax refund in the form of a prepaid debit card.

Current Status: 3/5/2013 - Senate Ways and Means, (First Hearing)
State Bill Page: htip./fiwww.legislature state.oh.us/bills.cfim?ID=130 SB 56

NONPROFIT CORPORATION CORRECTIONAL FACILITY TAX EXEMPTION
(SCHIAVONI J) To specify that a nonprofit corporation, the principal purpose of which is
operating a halfway house, community-based correctional facility, or other venue offering
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SB120

SB149

SB159

SB203

SB210

rehabilitative residential programming to criminal offenders is presumed to be a charitable
institution exempt from property taxation.

Current Status: 6/18/2013 - Senate Ways and Means, (Second Hearing)

State Bill Page: http:/fwww.legislature state.oh.us/bills.cfm?ID=130 SB 76

TAX EXEMPTION-INVESTMENT METAL BOUILLON-COINS (JORDAN K, BEAGLE
B) To exempt from sales and use taxes the sale or use of investment metal bullion and
coins.

Current Status: 4/16/2013 - Senate Ways and Means, (First Hearing)
State Bill Page: http://www.legislature state.oh.us/bills.cfim?ID=130 SB 85

EARNED INCOME TAX CREDIT (SKINDELL M) To grant a state earned income tax credit
equal to a percentage of the federal earned income tax credit.

Current Status: 6/11/2013 - Senate Ways and Means, (First Hearing)

State Bill Page: http:/fwww legislature state oh.us/bills.cfm?ID=130_SB_89

INCOME TAX (JONES S) To repeal the income tax deduction for wagering losses, to
increase the income tax credit for the legal adoption of a child to $10,000 for each child,
and to increase the maximum income tax deduction for college savings contributions to
$10,000 annually for each beneficiary.
Current Status:  4/30/2013 - Senate Ways and Means, (Second Hearing)
State Biff Page: http:/fwww leqgislature state oh.us/bills.cfm?ID=130 SB 108

TECHNOLOGY INVESTMENT TAX CREDIT PROGRAM (KEARNEY E) To increase the
total amount of credits that may be awarded under the Technology Investment Tax Credit
Program from $45 to $145 million.

Current Status: 5/8/2013 - Referred to Committee Senate Finance

State Bill Page: http/ffwww legislature state oh.us/bills.cfm?ID=130 SB 120

CONTRIBUTIONS-ECONOMIC DEVELOPMENT PROJECTS (BEAGLE B) To autherize
tax credits for contributions of money to economic and infrastructure development projects
undertaken by local governments and nonprofit corporations.

Current Status: 11/19/2013 - Senate Ways and Means, (T hird Hearing)

State Bifl Page: http:/fwww leqgislature state oh. us/bills cfm?ID=130 SB 149

PROPERTY TAX ROLLBACK EXEMPTIONS (SCHIAVONI J) To extend the 10% and
2.5% partial property tax "rollback’ exemptions tc new and replacement levies approved at
the 2013 general election and to declare an emergency.
Current Status: 9/26/2013 - Referred to Committee Senate Ways and Means
State Bifl Page: hitp:/fwww leqislature state oh us/bills.cfm?ID=130_SB 159

INCOME TAX CREDIT-NONPROFITS (SCHAFFER T, TAVARES C) To authorize an
income tax credit for individuals that earn a nonprofit management degree or certain
professional designations and to allow a sales tax exemption for out-of-state nonprofit
corporations that relocate jobs to Chio.
Current Status: 11/19/2013 - Senate Ways and Means, (First Hearing)
State Bill Page: http:/fwww. legislature state oh.us/bills.cfm?ID=130 SB 203

INCOME TAX RATE REDUCTION (WIDENER C) To provide for a permanent income tax
rate reduction of 4% for all tax brackets beginning in 2014
Current Status: 2/18/2014 - Senate Finance, (Second Hearing)
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State Bifl Page: http://www_leqislature.state.oh.us/bills.cfm?ID=130 SB 210

INCOME TAX CREDIT (SCHAFFER T, PETERSON B) To authorize an income tax credit
for donations to the permanent endowment fund of an eligible community foundation.
Current Status: 11/19/2013 - Senate Ways and Means, (T hird Hearing)
State Bill Page: hitp.//iwww.legislature state.oh.us/bills.cfim?ID=130 SB 211

SALES TAX HOLIDAY (BACON K) To provide a three-day sales tax "holiday" each August
during which sales of back-to-school clothing, school supplies, personal computers, and
personal computer accessories are exempt from sales and use taxes.

Current Status: 2/11/2014 - Senate Ways and Means, (Third Hearing)

State Bill Page: http:/fwww legislature state oh.us/bills.cfm?ID=130 SB 243

FEDERAL EXCISE TAX-MEDICAL DEVICES (JORDAN K) To urge the Congress of the
United States and the President of the United States to repeal the new federal excise tax on
medical devices.
Current Status: 2/13/2013 - Referred to Committee Senate Medicaid, Health and
Human Services
State Bifl Page: http.//www legislature state oh.us/res.cfm?ID=130_SCR_1
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Manufacturers’

A s’sociaTion Public Policy Priorities
2012-2013

Manufacturing is the engine that drives Ohio’s economy, and the mission of the Ohio
Manufacturers’ Association is to protect and grow Ohio manufacturing. In a fiercely
competitive global economy—where the need for continuous quality improvement,
enhanced efficiency and productivity, and constant innovation is relentless—
every public policy decision that affects Ohio’s business climate affects Ohio’s
manufacturing competitiveness.
Ohio manufacturers need public policies that help create global competitive
advantage, attract investment and promote growth. These policies span a
broad spectrum of conditions that shape the business environment within which
manufacturers operate. Major policy goals include the following:

* An Effective, Competitive Ohio Tax System

* An Efficient, Effective Workers’ Compensation System

* Access to Reliable, Economical Energy

* A Fair, Stable, Predictable Civil Justice System

* Clear, Consistent, Predictable Environmental Regulations

* A Modernized Transportation Infrastructure

* An Educated, Highly Skilled Workforce

Contact OMA Public Policy Services at (800) 662-4463 or oma@ohiomfg.com
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POLICY GOAL:
An Effective, Competitive Ohio Tax System

For Ohio to be successful in a global economy, the state’s tax structure must
encourage investment and growth and be competitive nationally and internationally.
A globally competitive tax system is characterized by (a) certainty, (b) equity,

(c) simplicity and (d) transparency. Economy of collections and convenience of
payment also are important considerations.

Generally, manufacturers support efforts to broaden the tax base, which enables lower
rates. To preserve the integrity of the broad tax base and ensure fairness, credits

and exemptions should be reduced and discouraged. Where needed, government
incentives are best structured as grants rather than as tax credits. And, in general,
earmarking and dedicating tax revenues should be discouraged.

Good tax policy also generates necessary revenues to support the essential functions
of government. To ensure transparency regarding the true cost of government and the
rate of its growth, however, funding government programs with fee revenue instead of
general fund revenue should be discouraged. Good budgeting and spending restraint
at all levels of government are vital to ensure a competitive tax environment.

Major tax reforms approved by the Ohio General Assembly in 2005 have led to significant
improvements to a tax system that was for many years widely regarded as outdated.
Reforms included reducing overall tax rates, eliminating tax on investment, broadening the
tax base, providing more stable and predictable revenues, and simplifying compliance.
While progress has been made, additional policy reforms are needed to support
manufacturing competiveness, economic growth and prosperity in Ohio.

Tax policy priorities include the following:

* Preserve the integrity of Ohio’s 2005 tax reforms, including a zero-tolerance
response to any efforts via legislation or the court system to carve out exemptions
or credits to (a) avoid paying the Commercial Activities Tax (CAT) or (b) earmark
any portion of CAT revenues for specific government services.

Improve Ohio’s tax appeals process, which due to bad economic conditions
and subsequent state budget cuts, staffing cutbacks and increased caseloads,
has contributed to such a backlog of cases at the Ohio Board of Tax Appeals that
it routinely takes two years to advance from the date of filing an appeal to the date
of the first hearing.

Preserve the repeal of Ohio’s estate tax, which for so long served as a
disincentive for business owners to invest in existing businesses and as an
impediment to the capital formation that is so vital to Ohio’s economy.

Streamline and simplify the sales tax, which over time has become riddled
with exemptions, carve-outs and credits that result in some taxpayers subsidizing
exempted taxpayers. Exemptions, carve-outs and credits should be reviewed
periodically for economic justification.

Contact OMA Public Policy Services at (800) 662-4463 or oma@ohiomfg.com
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* Promote taxpayer uniformity. Consolidate and streamline the collection of
municipal income tax by creating a uniform statewide municipal tax code, with
uniform definitions of taxable income, consistent rules and regulations and a
generic municipal income tax form.

* Lower the effective tax rate in Ohio by reducing the number of government
entities that are taxing jurisdictions. This will help address the problem
of pancaking state and local state taxes, which puts Ohio at a competitive
disadvantage with many other states.




¥ Mamfactuwers POLICY GOAL:
An Efficient, Effective Workers’
Compensation System

The Ohio Manufacturers’ Association works with its member companies, the Ohio
Bureau of Workers’ Compensation (BWC or Bureau), and the Ohio General Assembly
to continually improve processes for injured workers and employers and to drive
system costs down. An efficient and effective workers’ compensation system is built
on the following principles:

* Injured workers will receive fair and timely benefits they need for getting back to
work quickly and safely.

* All businesses will pay fair workers’ compensation rates commensurate with the
risk they bring to the system.

* Workers’ compensation rates will be driven by actuarial data, and the state’s
workers’ compensation insurance system will remain stable, solvent and
actuarially sound.

* Workers’ compensation rates will not be structured in a way that punishes one
class of employers to benefit another (such as the historical subsidization of
group-rated employers by non-group-rated employers).

* The Ohio Bureau of Workers’ Compensation will deploy best-in-class disability
management practices to drive down costs for employers and improve service
for injured parties.

These outcomes would be good for manufacturers and good for Ohio’s overall economy.
Workers’ compensation policy priorities include the following:
* Design and deploy a competitive process that requires Managed
Care Organizations (MCOs) to (a) meet rigorous performance standards
established by the BWC and (b) compete on price for contracts with
the BWC.

* Eliminate the “reasonable suspicion” standard from Ohio’s rebuttable
presumption drug statute.

* Incorporate the Louisiana Pacific standards of “voluntary abandonment”
for benefits.

* Improve claims management processes, transparency and accountability
associated with Ohio’s Self-Insured Employers’ Guaranty Fund.

* Require credentialing/certification of all claims management personnel
based on accepted private insurance industry standards.

« Establish retirement benefit offsets and/or age or number-of-weeks caps
for permanent total disability (PTD) awards.

Contact OMA Public Policy Services at (800) 662-4463 or oma@ohiomfg.com
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* Require claimants to show new and/or changed circumstances when filing
for permanent total disability (PTD) or permanent partial disability (PPD)
benefits more than once.

* Require Industrial Commission hearings to be recorded to improve
consistency in outcomes.

* Allow telephonic hearings for permanent partial disability (PPD) claims to
lower transaction costs.

Establish an impairment standard (no consideration of non-medical factors)
for permanent partial disability (PPD) cases.

» Terminate the compensation paid for temporary total disability (TTD)
effective the date determined by the medical evidence establishing maximum
medical improvement.

Specify that if a temporary total disability (TTD) claim is suspended due
to a claimant’s refusal to provide a signed medical release or attend the
employer’s medical examination, the claimant forfeits his or her right to
benefits during the period of the suspension.

* Allow employers to pay compensation and medical bills without losing the
right to contest a claim (payment without prejudice).

Require permanent partial disability (PPD) claims to be resolved by choosing
either the claimant’s medical exam determination or the defendant’s medical
exam determination—explicitly prohibiting an averaging of, or compromise
between, the two.

Require MCOs to demonstrate their medical arrangements and agreements
with a substantial number of medical, professional and pharmacy providers
participating in the BWC’s Health Partnership Program. These providers
should be selected on the basis of access, quality of care and cost, rather than
solely claimant preference. The focus should be on getting injured workers back
to work quickly and safely, benefitting both the employee and the employer.

* Allow the BWC to require claimants to pay out-of-plan co-payments for
selecting medical providers outside the approved MCO panel of providers,
beginning the 46th day after the date of injury or the 46th day after starting
treatment. However, employees should be allowed to use a provider outside the
approved panel if they are located in certain parts of the state or outside the state
where approved MCO providers cannot reasonably be accessed.

* Allow the BWC to modify existing rules for the Bureau’s Health Partnership
Program to include administrative and financial incentives that reward high-
performing MCOs and other providers. Possible incentives include bonus
payments to providers who greatly exceed quality benchmarks established by the
BWC to help reduce costs without sacrificing quality of services or outcomes.

WORKERS’ COMPENSATION
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Collect and include in the BWC’s healthcare data program annual data
measuring the outcomes and savings of MCOs and other providers
participating in the Health Partnership Program. This data should be made
available to employers and the public. The more performance data that are
collected, the more efficient and effective the system will become.

Allow the BWC to recoup treatment costs from claims that ultimately

are denied under BWC law. The Bureau should be able to request that an
employee’s personal insurance or third-party payer reimburse the BWC for
treatment amounts the Bureau paid on behalf of the employee. These payments
should be deposited in the Surplus Fund Account. This will ensure injured
workers will receive the treatments they need in a timely manner, while providing
the Bureau a path to recoup payments that ultimately should not have been paid
out by the system.

Allow the BWC to develop new rules permitting the BWC to pay for certain
medical services within the first 45 days of an injury. This would ensure that
injured employees receive treatment regardless of whether their claims are
eventually denied in the process. Also allow the Bureau to create rules allowing
for immediate payment of prescriptions in certain circumstances. If a claim is
ultimately disallowed, the services paid must be charged to the Surplus Fund
Account as long as the employer pays its assessments into the Surplus Fund
Account in the State Insurance Fund.

Require injured workers to participate in the treatment process in a timely
manner. Employees who refuse or unreasonably delay required treatment such
as rehabilitation services, counseling, medical exams or vocational evaluations
without a valid reason should forfeit their right to have the claim considered or to
receive any compensation or benefits during the period of non-cooperation.

WORKERS’ COMPENSATION
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POLICY GOAL:

Access to Reliable, Economical Energy

Energy policy can enhance—or hinder—Ohio’s ability to attract business investment,
stimulate economic growth and spur job creation, especially in manufacturing. State
and federal energy policies must strike an effective balance between (a) ensuring
access to reliable, economical sources of energy and (b) conserving energy to protect
and preserve our natural resources.

The Ohio Manufacturers’ Association’s energy policy advocacy efforts are guided by
these principles:

* Predictable, stable energy pricing achieved though effective energy rate design
attracts job-creating capital investments.

* A modernized energy infrastructure will help maximize energy supplies and
stabilize energy pricing and reliability.

* Strategic and operational collaboration among utilities, government and
manufacturers and their supply chains produces better economic outcomes than
do confrontational and adversarial regulatory proceedings.

* Ohio’s traditional industrial capabilities enable global leadership in energy
technology innovation and manufacturing.

* Sustainability requirements can create profitable new market opportunities but
must be economically feasible.

* Effective government regulation recognizes technical and economic realities.

Shaping energy policy in Ohio that aligns with these principles will support
manufacturing competitiveness, stimulate economic expansion and job creation, and
foster environmental stewardship.

Energy policy priorities include the following:

* Design an economic development discount rate for energy-intensive
manufacturers that makes Ohio competitive with other states. This refers
to a discount off an electric utility’s tariff rate to incentivize capital investment
and job creation.

* Revise PUCO rules to remove barriers to the use of self-help strategies
and to enhance reliability.

* Revise PUCO rules governing energy efficiency - including cogeneration
and demand-side management - to achieve least-cost implementation and
to incentivize interested parties to undertake innovative and least-cost
efficiency projects.

* Ensure that electric distribution utilities comply with Ohio’s three percent
cost cap for renewable energy in a least-cost manner so customers are not
forced to pay above-market prices for renewable energy.

Contact OMA Public Policy Services at (800) 662-4463 or oma@ohiomfg.com
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Ensure rigorous PUCO monitoring and regulation of dealings between
electric distribution utilities and their affiliates.

Remove/mitigate barriers electric distribution utilities have created to inhibit/
prevent shopping and ensure consumers have the information and tools

they need to understand and take full advantage of market opportunities.

For example, utilities should (a) be required to explain how customers’ peak load
contribution, which is used by suppliers to price competitive generation contracts,
is calculated; (b) provide the calculated peak load contribution not just to suppliers
but also to customers; and (c) be held accountable for errors that affect the value to
customers of competitive supply contracts. The PUCO also should require utilities
to develop interactive tools that help demonstrate the “price to compare” and make
apples-to-apples comparisons between competitive supply offers.

Ensure close coordination among the PUCO, PJM Interconnection,
Ohio EPA, the Ohio Power Siting Board and Ohio manufacturers to ensure
least-cost and most efficient use of generation and transmission resources.

Adopt a state-level consumer advocacy role with PJM Interconnection
regarding critical transmission issues and needs.

ENERGY
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POLICY GOAL:
A Fair, Stable, Predictable Civil Justice System

A state’s legal climate can be a major inducement or a major deterrent to business
investment, growth and job creation. For manufacturers to invest and grow in

Ohio, and to compete globally, Ohio’s civil justice system must be rational, fair and
predictable. Manufacturers must be free to innovate and pursue market opportunities
without fear of unreasonable exposure to costly lawsuits, while injured parties must
have full recourse to appropriate measures of justice.

The OMA supports policy reforms that strike a reasonable balance between protecting
consumers without overly burdening businesses that provide needed jobs, while also

positioning Ohio advantageously relative to other states. We encourage policymakers

to evaluate all proposed civil justice reforms by considering these questions:

* Will the policy fairly and appropriately protect and compensate injured parties
without creating a “lottery mentality”?

* Will the policy increase—or decrease—litigation burdens and costs?
* Will the policy promote—or reduce—innovation?
* Will the policy attract—or discourage—investment?
* Will the policy stimulate—or stifle—growth and job creation?
Most importantly, we encourage our public-sector partners to ask themselves:
“Will my position on critical tort reform issues enhance—or undermine—Ohio’s
competitiveness in the global economy?”
Civil justice reform policy priorities include the following:
* Preserve Ohio’s tort reform gains of the last decade, in areas such as punitive
damages, successor liability, collateral sources and statute of repose, which
have helped strike a reasonable balance between protecting consumers without

unduly burdening businesses that provide needed jobs, while positioning Ohio as
an attractive state for business investment.

Require asbestos claimants to make certain disclosures pertaining to claims
that have been submitted to asbestos bankruptcy trusts to prevent “double
dipping” without limiting or delaying the ability of asbestos claimants to seek
recovery for their injuries.

* Enact TIPAC legislation (Transparency in Private Attorney Contracting) that
requires public disclosure of most large contingency-fee contracts between
government and personal injury attorneys to address concerns about the
propriety of contingency-fee arrangements for the prosecution of public claims.

* Require consistent language when statutes intend to explicitly create a
private right of action (i.e., a right to file suit) to curtail court rulings that result in
unexpected liability for companies.

Contact OMA Public Policy Services at (800) 662-4463 or oma@ohiomfg.com
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* Amend Rule 68 of the Ohio Rules of Civil Procedure to mirror Rule 68 of
the Federal Rules of Civil Procedure, which makes a plaintiff who rejects a
defendant’s settlement offer liable for the defendant’s post-offer costs if the
plaintiff does not improve on the offer at trial.

Reject any efforts to codify in Ohio statute the cy pres doctrine—an existing
tool that permits, but does not require, a judge and the parties to a class action
lawsuit to donate all undistributed class action proceeds to a charity or other
non-profit organization.

Reject legislation to enact a state false claims act. A bill was introduced

in the 129th Ohio General Assembly (SB 143) that would allow individuals with
knowledge of possible fraudulent activity to (a) file suit in state courts against
companies doing business with public entities and (b) recover a portion of the
money recovered by the State. Under this bill, false claims suits could be filed
against any business selling services or goods to state government. While fraud
against the government is not to be condoned, there are preferable alternatives
to creating a whole new category of state-level lawsuit.

CIVIL JUSTICE SYSTEM




e POLICY GOAL:
Clear, Consistent, Predictable
Environmental Regulations

Where environmental standards and regulations are concerned, manufacturers have
a critical need for the following:

* Clarity, predictability and consistency

* Policies that reflect scientific consensus

* Commonsense enforcement

* Careful cost-benefit analysis as part of the policymaking process

Manufacturers also urge policymakers to exercise restraint in establishing state
environmental standards and regulations that exceed federal standards and
regulations, and to avoid doing so altogether without clear and convincing evidence
that more stringent standards or regulations are necessary. At the same time,
manufacturers understand that fair and reasonable regulations must be balanced with
responsible stewardship of our natural resources.

Industry leads the way in solid waste reduction and recycling. Reduction and recycling
include source reduction activities, reuse, recycling, composting and incineration.
Industry is an enormous consumer of recycled materials, such as metals, glass,

paper and plastics; manufacturers thus are strong advocates for improving recycling
systems in Ohio and the nation.

Environmental policy priorities include the following:

* Expand the focus of Ohio’s state implementation plan for attaining National
Ambient Air Quality Standards (NAAQS) and for reducing releases of
substances regulated by EPA to the environment (air, water and land)
beyond industrial sources to also include controls for non-industrial and
mobile sources of releases.

* Revise existing statute to allow companies to appeal Ohio EPA Notices of
Violation (NOVs) to Ohio’s Environmental Review and Appeal Commission.

Require Ohio EPA to evaluate and use best practices for implementation
of federal environmental regulations to avoid putting Ohio manufacturers at
a competitive disadvantage because they face greater regulatory burdens than
competitors from other states do based on Ohio EPA'’s stricter interpretation of
federal regulations.

Give companies whose environmental permits are appealed by third parties
the option, for a fee, of a “fast track” process and expedited resolution of
the appeal, which otherwise can discourage investors because Ohio’s appeals
process can go on for years.

Contact OMA Public Policy Services at (800) 662-4463 or oma@ohiomfg.com
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* Expand opportunities for industry to reuse non-harmful waste streams.
Beneficial reuse policies can result in less waste and more recycling of
industrial byproducts.

* Review Ohio’s solid waste regulations, including procedures for disposing
universal waste streams, to ensure safe and uniform disposal practices that
are consistent with best practices used in other states.

* Reject state-level efforts to implement product composition mandates. Such
standards and requirements are best addressed at the federal level rather than
through a patchwork of differing state-level requirements.

* Reject extended producer responsibility policies that would shift
responsibility for recycling certain consumer products from consumers
to manufacturers.

ENVIRONMENT
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POLICY GOAL:

A Modernized Transportation Infrastructure

To remain competitive and maximize the economic benefits of Ohio’s manufacturing
strength, the State must continue to invest in updating and expanding Ohio’s
multi-modal transportation infrastructure, including roads, bridges, rails and ports.
Continued investment in these resources will be critical to providing Ohio
businesses with flexible, efficient, cost-effective shipping options.

Transportation infrastructure policy priorities include the following:

* Modify Ohio’s rules and regulations to allow greater flexibility and efficiency
in the truck permitting process and to ensure Ohio’s truck permitting standards
and processes are competitive with other states with regard to requirements,
fees and responsiveness.

* Enhance shipping flexibility by supporting the federal Safe and Efficient
Transportation Act. This bill would allow states to tailor regulations to meet
state-level transportation needs linked to a state’s particular economic assets
and strengths.

Contact OMA Public Policy Services at (800) 662-4463 or oma@ohiomfg.com
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An Educated, Highly Skilled Workforce

A robust economy requires an adequate, reliable supply of skilled workers who have
the technical knowledge and skills required to meet global standards for quality

and productivity, and who are able to think critically, work collaboratively and drive
innovation. Sustained growth in manufacturing productivity will require not only a

new generation of globally competent workers interested in the variety of roles within
manufacturing careers but also incumbent workers willing to embrace lifelong learning
so they can continuously upgrade their competencies to keep pace with technological
advancements and global competition.

Workforce development policy priorities include the following:

* Expand the use of the National Association of Manufacturers’ “Manufacturing
Skills Certification System.” This system of nationally portable, industry
recognized, “stackable” credentials is applicable to all sectors in the
manufacturing industry. The credentials validate foundational skills and
competencies needed to be productive and successful in entry-level positions in
any manufacturing environment. Credentials can be earned from both secondary
and postsecondary educational programs.

Expand the use of cooperative education, internships and apprenticeships.
These experiential learning programs enhance talent recruitment and retention
because participating students are exposed to company-specific, real-world
job expectations and experiences. Students develop strong leadership and
management skills by working closely with company staff who serve as their
mentors/supervisors, and participating companies benefit from reduced
recruitment and training costs.

Contact OMA Public Policy Services at (800) 662-4463 or oma@ohiomfg.com
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