Office of Research and Drafting

LSC

Legislative Budget Office

DEPARTMENT OF TAXATION
Lead abatement income tax credit
 Authorizes the Director of Health to award nonrefundable income tax credits for up to
$10,000 in costs incurred to abate lead in an Ohio residence constructed before 1978.

 Limits the amount of credits that may be awarded to $5 million per biennium.
Municipal income taxes
 Requires a municipal corporation to pay money to the Treasurer of State if the net
distribution amount for the municipal corporation’s state-administered municipal
income tax accounts is less than zero in any month.

 Allows the Tax Commissioner to recover unpaid amounts by reducing a delinquent
municipal corporation’s various state administered tax distributions.

 Requires the Director of Budget and Management to transfer money from the GRF to
the Municipal Income Tax Fund in the event that the balance of the Municipal Income
Tax Fund is not sufficient to cover the required monthly distributions from that fund.

 Creates a separate Municipal Net Profit Tax Fund to receive revenue solely from the
state-administered municipal tax on business income.

Lead abatement income tax credit
(R.C. 3742.50, 5747.02, 5747.08, 5747.26, and 5747.98; Section 757.10)
The bill authorizes a nonrefundable income tax credit for expenses incurred by a
taxpayer to abate lead in an Ohio residence constructed before 1978. Specifically, the credit is
based on the sum of the following “lead abatement costs” incurred in a taxable year, up to
$10,000 per taxpayer:

 Costs for a licensed specialist to conduct a lead risk assessment, lead abatement project,
or clearance examination (a test conducted to verify that the lead hazard has been
abated);

 Costs to relocate the dwelling’s occupants to protect them during the lead abatement
process.
The credit is not available on the basis of any lead abatement cost for which the
taxpayer is reimbursed or that the taxpayer deducted or intends to deduct for federal or state
income tax purposes.
To obtain a credit, the taxpayer submits an application to the Director of Health listing
the taxpayer’s lead abatement costs incurred during the taxable year. After verifying those
costs and that the dwelling was constructed before 1978 and has passed a clearance
examination, the Director issues a certificate authorizing the applicant to claim a nonrefundable
income tax credit equal to the lesser of the costs listed on the application, the actual costs
verified by the Director, or $10,000.
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The Director may not issue credit certificates lead abatement costs incurred in taxable
years beginning before 2020, nor may the Director issue more than $5 million in certificates in a
fiscal biennium. The Director may adopt rules for the administration of the lead abatement
credit program, in consultation with the Tax Commissioner.
The taxpayer may claim, for the taxable year in which the certificate is issued, a
nonrefundable income tax credit equal to the amount stated on the certificate. Any unclaimed
balance may be carried forward for up to seven years. Upon request, the taxpayer must furnish
the Commissioner with documentation verifying the taxpayer’s credit eligibility.

State administration of municipal income taxes
Beginning in 2018, continuing law allows businesses (other than sole proprietors) to
choose between filing a separate tax return for each municipal corporation in which the
business operates and filing a single return with the Department of Taxation that covers the
business’ total tax liability to all municipalities. Each municipality continues to administer its tax
on businesses that choose to file separate returns. The Department assumes all aspects of
administering the taxes of businesses that choose to file a single return. The Tax Commissioner
is required to distribute municipal income tax revenue on a monthly basis, after deducting 0.5%
of such revenue to cover the Department’s administrative expense.

Net distribution deficiency
(R.C. 718.83, 321.24, and 5747.05; Sections 812.20 and 815.10)
The bill addresses negative cash-flow issues with the state’s Municipal Income Tax Fund
that arise when a municipal corporation’s net distribution of revenue from tax accounts
administered by the Department is less than zero. This might happen if audit adjustments and
refunds exceed collections in a given month. In such cases, the bill requires the municipal
corporation to remit payment to the Treasurer of State within 30 days of receiving a notice of
deficiency from the Department. If a municipal corporation does not reimburse the state in a
timely manner, the bill authorizes the Commissioner to recover the deficiency by reducing the
municipal corporation’s future municipal income tax distributions, electric light and telephone
company income tax distributions, and property tax distributions.
If there is not a sufficient amount of revenue in the state’s Municipal Income Tax Fund
to cover the required monthly distributions of municipal income tax revenue, the bill requires
the Director of Budget and Management to transfer money to the fund from the GRF to cover
the shortage. In the event of such a transfer, the Commissioner and the Director would be
required to develop a plan to reimburse the GRF in a timely manner.
The bill exempts the provision from the referendum, causing the provision to take effect
immediately upon becoming law.

Municipal Net Profit Tax Fund
(R.C. 718.83, 718.85, and 718.90; Section 701.20)
The Department of Taxation currently administers two income taxes on behalf of
municipal corporations. Beginning in 2018, businesses may file their municipal income taxes
centrally with the Department. In addition, the Department administers a separate municipal
income tax on electric and telephone companies.
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Under current law, revenue from both taxes is deposited into a single Municipal Income
Tax Fund. The bill creates a separate fund – the Municipal Net Profit Tax Fund – to receive
revenue from the state-administered municipal tax on business income. Revenue from
municipal taxes on electric and telephone companies will continue to be credited to the
Municipal Income Tax Fund.
Amounts credited to both funds are returned to the municipal corporations that levy
the underlying taxes, after an allowance for the Department’s administrative costs.
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