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ESTATE TAX

ThebasicOhioestatetax islevied against theval ueof
aresident decedent’ s gross estate | ess deductions
and exemptions. Effective January 1, 2001, gradu-
atedratesrangeup to $23,600 plusseven percent on
that portion of taxableval uewhi ch exceeds$500,000.
L argeestatesmay al so besubjecttoan“additional”
taxwhichisleviedsolely toensurefull benefittoOhio
of creditsthefederal government allowstaxpayers
against federal estatetax liability for their payment of
statedeath taxes. Ohioa sotaxesnonresident estates
onproperty valuesattributableto Ohio.

Total revenueproduced by Ohio'sestatetax isshown
inTable27withthebreakdown of moniesdistributed
tolocal governmentsand theremainder retai ned by
thestate. Dataonthe number of estates, grossand
net valuations, and tax paid for the basic resident
estate tax are not presented (in the 2001 Annual
Report) because FY 2001 datawere not available.

Senate Bill 108 (effective September 29, 2000)
resultedinsignificant tax cutsto the Ohio estatetax.
Currently, theestatetax credit $6,600. For datesof
death on or after January 1, 2002, the estate tax
creditincreasesto $13,900.

SenateBill 108 al so changed thedistribution of the
estate tax revenue. Current revenue distribution
resultsin 70 percent goingtothelocal governments
and 30 percent (lesscostsof administration) tothe
state General RevenueFund. For estateswith dates
of deathfrom January 1, 2002, (SeeDisposition of
Revenue), therevenuedistributionwill be 80 per-
cent goingtolocal governmentsand 20 percent (less
costsof administration) tothestate General Revenue
Fund.

Inadditionto the credit increases, Senate Bill 108
al so enacts Section 5731.20 which permitsadeduc-
tionfor qualifiedfamily businessinterests. Aslongas
thefamily businessmeetsthequalificationssetforthin
Section 2057 IRC, the estate may claim an Ohio
deductionfor that family-owned business. Themaxi-
mum deduction allowed cannot exceed $675,000.
Theelection for Ohio can be made eventhough no
electionismadeat thefederal level.

TAXBASE:

Resident: The“nettaxableestate,” isthevalueof a
decedent’s gross estate, less deductions (R.C.
5731.15-17). Ingeneral, thegrossestateequal sthe
aggregate market val ue at time of death, or on the
alternatevaluation date (See Special Provisions),
of all property, wherever situated, held by thedece-
dent, except real and tangible personal property
situated outside of Ohio, and“qualified farm prop-
erty,” whichmay bevalued accordingtoits*actual
qgualifieduse” (R.C.5731.01,5731.011,5731.03-
13).

The* net taxableestate” equal sthegrossestateless
thefollowingdeductions:

-- Marital deduction, where thereisasurviving
SpousE;

-- Funeral expensesand costsof administeringthe
estate;

-- Qutstanding and unpaid claimsagainst theestate
at time of decedent’ sdeath;

-- Unpaid mortgageor other indebtednessagai nst
property wheretotal valueisincludedwithinthe
grossestatevaluation;

-- Charitabledeductions,

-- Adeductionfor thedecedent'squalifiedinterest
inafamily owned business.

Nonresident: That portion of anonresident dece-
dent’s estate which is attributable to Ohio (i.e. in
general, real property and tangiblepersonal property
located or having a situs in Ohio, and intangible
personal property usedinbusinesswithinOhiounless
exempt pursuanttoR.C. 5731.34).

Tax isdetermined (for both nonresident estateand
nonresident additional taxes) by (1) cal cul ating tax
whichwould beduefromtheestate, at ratesappli-
cable to resident estates, if decedent had died a
resident of Ohiowithall property situated or located
inOhio, and (2) multiplyingtheresultant amount by a
fractionrepresenting theratio of grossestatevalue
attributablein Ohioto grossestatevaluewherever
Situated.



RATES(R.C.5731.02):

Ratesaregenerated through “ taxabl eestate” brack-
ets, asshownin ExHiBiT 3-- ESTATE TAX (page54).

NON-FILING REQUIREMENTS(R.C.
5731.21):

For datesof death prior to January 1, 2001, resident
estateswith grossval uesunder $25,000 are exempt

fromfilingreturns.

For dates of death on or after January 1, 2001, but
beforeJanuary 1, 2002, resident estateswith gross
values under $200,000 are exempt from filing re-

turns.

For dates of death on or after January 1, 2002,
resident estateswith grossval uesunder $338,000,

areexemptfromfilingreturns.
MARITAL DEDUCTION:
Unlimited marital deductionsallowed.

TAX CREDITS(R.C. 5731.02):

$500for estateswith datesof death prior to January
1, 2001 or thefull amount of tax, whichever isless.

$6,600for estateswith datesof death from January
1, 2001 to December 31, 2001, or theful| amount of

thetax, whicheverisless.

$13,900 for estates with dates of death on or after
January 1, 2002, or the full amount of the tax,

whicheverisless.

SPECIAL PROVISIONS:

1. Additional Tax (R.C. 5731.18): The Ohio addi-
tional tax isapick-uptax that capturesany unused

portionof theallowabl efederal estatetax credit. This
additional tax isfor statedeathtaxespaidwherethe
federal credit actually exceedstheOhioestatetaxes
assessed. Thetaxisleviedinanamount equal tothe
differencebetweenthemaximumallowablefedera
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creditfor statedeathtaxespaid and statedeathtaxes
actually paid to Ohio or to any other U.S. state,
territory, or the District of Columbia. Dueto the
interactionof thefedera statedesthtax credit sched-
uleandtheOhio estatetax ratestructure, thistaxin
genera affectsonly largeestates.

. Alternate Valuation Date (R.C. 5731.01): An

dternatevaluationdatemay beel ected, whichisthe
datesix monthsafter thedecedent'sdeath, or, inthe
case of its earlier disposition, on such dates of
disposition. If thea ternateva uationdateisel ected,
theelectionisrequiredtobemadewithinoneyear
fromthetimethereturnisrequiredtobefiled.

. UndueHardshipProvision (R.C. 5731.25): Un-

der certain conditions, an extension of timeto pay
Ohioestatetax becauseof unduehardshipapplies.
Anestatemay recelveanextensionof thetimetopay
theestatetax not to exceed oneyear beyondthetime
thetax would otherwisebedueif conditionsexist
caused by unduehardshipasdefinedinR.C.5731.25.
Inthecaseof continuingunduehardship, theestate
may apply for anadditiona extenson(s). Thetotal of
all extensionsgranted may not exceed 14 years.

. Qualified Farm Property Valuation and Re-

capture Provision (R.C. 5731.011): Under cer-
tain conditions, an estate may elect to have farm
property passed to a qualified heir valued at its
agricultural usevalue. A prospectivesupplemental
tax lienremainsontheproperty for four yearswhen
thiselectionisused; thelienisequal tothetax savings
duetotheel ectionandbecomeseffectiveif thefarm
property i sdisposed of (other thantoanother quali-
fied heir), or ceasesto be devoted exclusively to
agricultura usewithinthefour year limitation.

TAXPAYER:

Administrator, executor, or other estaterepresenta-
tive, in possession of theproperty subject totax.
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FILINGANDPAYMENT DATES:
Ingeneral, asfollows:

Tax Return (R.C.5731.21): Tobefiledwithinnine
months of decedent's death with probate court of
county in which estate is administered, unless an
extension is granted. However, an automatic six
monthextensionisgrantedtoall estates.

Tax Payment (R.C. 5731.23): Due within nine
monthsof decedent'sdeath, totreasurer of county in
which decedent resided.

DISPOSITION OF REVENUE (R.C. 5731.48-
5731.51);

Estates with dates of death from July 1, 1983 to
December 31, 2000, 64 percent of gross estate tax
revenuesaredistributed to the municipal corpora-
tions or townshipsin which the tax originates (50
percent if derived from estateswith dates of death
prior to July 1, 1983). In general, for revenue
distribution purposes, thetax onthetransfer of real
andtangiblepersonal property located within Ohio
originates in the municipal corporation(s) or
township(s) in which such property is physically
located. In the case of aresident decedent'sintan-
gibleor tangiblepersonal property located outsideof
Ohio, domicileof thedecedentisdeterminative; inthe
caseof intangiblesof anonresident decedent, origin
isderived from Ohiodomicile, location or place of
businessor custody of the person, bank, institution,
or other entity having such property in possessionor
custody.

Estates with dates of death from July 1, 1983 to
December 31, 2000, 36 percent of gross estate tax
revenues(lesscostsof administration) aredistributed
to the state General Revenue Fund (50 percent if
derivedfrom estateswith datesof death prior to July
1, 1983).

Estateswith datesof death from January 1, 2001to
December 31, 2001, 70 percent of gross estate tax
revenueswill bedistributed tothemunicipal corpora-
tionsor townshipsinwhichthetax originatesand 30
percent (lesscostsof administration) will bedistrib-
utedtothestate General Revenue Fund.

Estates with dates of death on or after January 1,
2002, 80 percent of grossestatetax revenueswill be
distributed to themunicipal corporationsor town-
shipsinwhichthetax generatesand 20 percent (less
costsof administration) will bedistributedtothestate
Genera RevenueFund.

ADMINISTRATION (R.C. 5731.44, 5731.45,
5731.46);

TheTax Commissioner isresponsiblefor theadmin-
istration. Thetax iscollectedlocally by thetreasurer
of thecounty inwhichthedecedent wasaresident.

OHIOREVISED CODECITATIONS:
Chapter 5731
RECENT LEGISLATION:

House Bill 85; Effective October 31, 2001.
R.C. 2106, 2107, and 2109 - Makes changesrela-
tivetothesurviving spouse'sel ectionto takeunder
thewill, will contest, and thefinal and distributive
account of estatesadministration.

Senate Bill 152; Effective March 22, 2001.
R.C. 2105, 2106, and 2101 - Adoptsprovisionsof
theuniform Probate Coderegarding el ectiveshareof
surviving spouseinaugmented estates.

House Bill 94; Effective September 6, 2001.
Biennial Budget Bill.

R.C.5731.21 - Technical correctionto SenateBill
108 (123rd General Assembly)

Senate Bill 108; Effective September 29, 2000.
R.C. 5731.02 - Estates with dates of death from
January 1, 2001 to December 31, 2001, will receive
a%$6,600 credit. Estateswith dates of death on or
after January 1, 2002, will receivea$13,900 credit.

R.C.5731.20- For estateswith datesof deathon or
after January 1, 2001, creates a deduction for
decedent'squalifiedinterestinafamily owned busi-
Ness.



R.C.5731.48 - Estatetax revenuefrom estateswith
datesof deathfrom January 1, 2001 to December 31,
2001, will bedistributed 70 percent tolocal govern-
ments and 30 percent to the state General Revenue
Fund. Estateswith datesof death onor after January
1, 2002, will bedistributed 80 percent tolocal govern-
ments and 20 percent to the state General Revenue
Fund.

R.C.1339.412- A trusteeof atrust whichqualifiesfor
the estate tax marital deduction and which is the
beneficiary of anindividual retirement account hasa
fiduciary duty towithdraw and distributetothesurviv-
ing spouse the income of theindividual retirement
account, at least annually.

House Bill 313; Effective August 29, 2000.

R.C. 2113, 5731, et al. - Permits transfer of titled
assetsof adecedent to personswho pay or areeligible
topay for decedent'sfuneral expenses.

House Bill 59; Effective October 29, 1999
R.C. 1340, 2103, et. al. - Variouschangesto probate
law.

House Bill 366; Effective March 18, 1999.

R.C. 2106.13 - Increases from $25,000 to $40,000
the amount of property or money that a surviving
spouse and/or minor children of the decedent can
claimasanallowancefor support.

R.C.2113.03- Increasesfrom $85,000t0 $100,000
the maximum val ue of adecedent'sestatethat can be
relieved fromadministration, but only wherethesur-
viving spouseisentitledtoinherit all assetsof estate.

RECENT SIGNIFICANT COURT DECISIONS:

Polen v. Baker, 92 Ohio St. 3d 563 (2001).

Testator’ swill directedthat her residuary estatepassto
fivedes gnatedbeneficiaries” ortothesurvivorsthereof”.
Inconstructingthelanguageof that phrasetoresultinthe
manner of aper capitadistributionand not aper stirpes
distribution, the Court determined distribution of the
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residuary estatetothefour beneficiarieswhosurvived
the testator and not a per_stirpes distribution that
would have included the heirs of the fifth named
beneficiary who predeceased thetestator. Conse-
quently, thelanguageof thetestator’ swill avoidedthe
operationof theantilapsestatutecontainedin Section
2107.52(B)O.R.C.

McDonald& Company Securities, I nc., Gradison
Division v. Alzheimer’s Disease & Related Dis-
orders Assn., Inc., 140 Ohio App. 3d 358 (2000).
Becausethephrase* Alzheimer’ sResearch Center”
wasambiguous, extring cevidencewasadmiss blefor
purposesof determiningwhichcharitableorganiza-
tionsshouldreceivemoney fromsettlor’ sindividual
retirement account (IRA) whosedesi gnated benefi-
ciary wasAlzheimer’ sResearch Center. Sincethat
phrasedidnot, standing alone, identify any particular
entity, asnoorgani zationsolely used that phraseasits
name, that particular designation couldreasonably
apply toany oneof numerousorgani zations. Thecy
presdoctrinedidnot apply sincethecourt wasableto
ascertainthat settlor had demonstrated genera intent
tobenefit patientswith Alzheimer’ sDisease, butwas
merely unable to ascertain which organization he
intendedtobenefit.

Miller v. Miller, 139 Ohio App. 3d 512 (2000).
Eventhoughthepreparer of husband’ sinter vivostrust
inwhichhusbandwasboththesettlor andtrusteewas
notalicensedattorney, thetrustwasavalidinstrument
throughwhichhusband couldcircumvent dower rights
of hiswife. Consequently, avalid, nontestamentary
trust executed by asettlor andinexistenceat thetime
of death barsthe settlor’ s spouse from claiming a
distributiveshareinthetrust assetsunder thestatuteof
descentanddistribution, eventhoughthesettlor isthe
trustee, derivesalincomefromthetrust, andreserves
therighttorevokeor amendthetrust andtowithdraw
anddeposit assets.
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Dykesv. Grayton, 139 Ohio App. 3d 395 (2000).
Therewasno “special circumstances’ exception to
attorney’ simmunity fromthird-party negligenceclams
asserted against attorney by intended beneficiariesof
will that wasdenied admissionto probateduetol ack of
statutorily required signature of one of two attesting
witnesses. Thebeneficiaries lack of privity withthe
testatrix andthefact that theattorney did not act with
maliceprecludedrecovery. Inalikemanner, thecourt-
appointedadministrator of testatrix’ sestatelackedthe
requiredprivity withtestatrix topermitadministrator’s
assertionof negligenceclaimagainst testatrix’ sattor-
ney.

Bajurczak v. Estate of Bajurczak, 139 Ohio App. 3d
78 (2000).

Wheretwo marriageshavebeenlawfully solemnizedand
therecordissilent asto whether therehasbeen adivorce
of thepartiestothefirst marriage, thereisapresumption
that the status of the partiesto the first marriage contin-
ues, and the burden is upon the parties claiming the
validity of the second marriage to overcome the pre-
sumption. It cannot be presumed that parties once
married have been divorced in the absence of proof, and
there is no presumption of divorce in support of the
legality of alater marriage.

Yardley v. W. Ohio Conference of the United Method-
ist Church, Inc., 138 Ohio App. 3d 872 (2000).

A creditor who had been named special administrator of
decedent’s estate by the probate court was entitled to
bring awrongful death action in hisname and capacity as
special administrator, even if beneficiaries of the estate
chosenot to pursuethat claim. Nothingin Section2113.06
O.R.C. precludes a creditor from serving as a specia
administrator. Thestatutory requirement that awrongful
death action be brought in the name of the persona
representative of the deceased is proper even though the
statutory beneficiaries are the real partiesin interest and
the personal representative acts merely as a nominal

party.
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EXHIBIT 3 -- ESTATE TAX

Taxable Estate Brackets (R.C. 5731.02)

TaxableEstatesof: Tax Ratelmposed:
Not over $40,000 2% of taxableestate
Over $40,000 but not over 100,000 $800 + 3% of excessover  $40,000
Over 100,000 but not over 200,000 2,600 + 4% of excessover 100,000
Over 200,000 but not over 300,000 6,600 + 5% of excessover 200,000
Over 300,000 but not over 500,000 11,600 + 6% of excessover 300,000
Over 500,000 23,600 + 7% of excessover 500,000

Table 27
Estate Tax Collections and Distributions, Fiscal Years 1997-2001

(inmillions)

Fsca Totd State Locd

Year Collections Genera Revenue Governments?

1997 $299.1 $102.0 $197.1

1998 323.8 114.8 209.0

1999 407.1 144.5 262.6

2000 434.7 140.0 294.7

2001 451.6 166.0 285.6

@ Sate General Revenue Fund figuresarebased on actual receiptsreported by the Office of Budget and
Management. Local government figures represent a liability becauseit is based on the certification

of the local share (including fees) from the semi-annual settlements that occur each year.
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