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ACT SUMMARY

• Eliminates the interest and penalties charged to taxpayers who receive
excessive Ohio income and corporation franchise tax refunds if the
excessive amounts are timely repaid.

CONTENT AND OPERATION

Interest and penalties on unpaid income and corporation franchise taxes

(secs. 5733.26 and 5747.08(G))

Under prior law, interest was charged for any underpayment or late payment
of personal income, school district income, or corporation franchise taxes.  The
interest accrued from the day the tax payment was due until either the day it was
paid or the day the Department of Taxation issued an assessment, whichever
occurred first.  Once an assessment was issued, interest began to accrue again, but

                                             
* The Legislative Service Commission had not received formal notification of the effective
date at the time this analysis was prepared.
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only after a 30-day period, during which the taxpayer could have petitioned the
Tax Commissioner to reconsider the assessment.**  In addition to interest, a penalty
also could have been charged if a taxpayer did not pay the required tax when it was
due.

A taxpayer was considered to have underpaid taxes if the taxpayer received
an excessive refund.  Thus, interest and penalties could have accrued on the
excessive refund just as if it was an unpaid tax deficiency.  The penalty was as
much as 10% of the unpaid balance plus twice the interest charge.

Eliminate penalties and interest for overpaid tax refunds

(secs. 5733.261 and 5747.132; Section 3)

The act prohibits interest and penalties from being charged for excessive
personal income and corporation franchise tax refunds paid to a taxpayer, as long
as the taxpayer repays the excessive refund within 30 days after being assessed for
the excessive refund.  Specifically, the act prohibits interest and penalty charges on
"qualifying refund overpayments," which are defined as amounts received by a
taxpayer in excess of any refund or request for payment claimed or made by, or on
behalf of, a taxpayer on any return, report, or other document filed with the Tax
Commissioner.  If the excessive refund is not paid in full within the 30-day period,
interest accrues on the unpaid amount from the day the assessment was issued until
the amount is paid.

The act's provisions prohibiting the accrual of interest and penalties apply to
assessments for excessive tax refunds received by taxpayers after the act's effective
date, regardless of when the refund was claimed.

                                             
** The penalty and interest provisions apply not only to individual taxpayers and
corporations, but to employers that must withhold taxes from employees' compensation
and pay the taxes over to the state, and to "pass-through entities" (partnerships,
S corporations, and limited liability companies) that are required to withhold taxes from
distributions made to nonresident owners.  References in this final analysis to "taxpayer"
includes employers and pass-through entities.
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