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It is my pleasure to present the Tax Expenditure Report, a responsibility assigned to the Tax
Commissioner by the Ohio Revised Code (Sections 107.03 and 5703.48). This report makes
possible an ongoing review of state and local tax expenditures. Itis a companion piece to the
Governor’s Executive Budget.

This report includes analysis of 135 tax expenditures allowed in fiscal years 2006 and 2007.
It estimates the state revenue that would be produced from the repeal of each expenditure, but
does not address whether those exemptions are appropriate or effective. The responsibility of
evaluating the public policy merits of tax expenditures belongs jointly to Governor Bob Taft
and the General Assembly. The information does, however, lend itselfto abetter understanding
ofthe current tax system. Assuch, this report stands as an importantresource for those making
decisions about Ohio’s tax policy.

If you have questions or comments about the report, please direct them to:

Ohio Department of Taxation
Tax Analysis Division

PO Box 530

Columbus, Ohio 43266-0030
(614) 466-3960

Sincerely,
-~ £
William W, Wilkins

Tax Commissioner
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The Tax Expenditure Concept

Tax expendituresaretax dollarsthat areforegonethrough deductions, exemptions, credits, and
other provisionsintax laws. Theselawsaredesigned to encouragecertain activitiesor to help
taxpayersin special circumstances. Theseprovisionsinthelaw result in alossof tax revenue
to stategovernment, thereby reducing thefundsavailablefor other government programs. As
such, atax expenditure hasthe samefiscal impact asadirect government expenditure.

Both tax expenditures and direct expendituresincur acost to the state in order to accomplish
public policy goals. Unlike direct expenditures, tax expenditures are not analyzed and
reviewed aspart of thebudget process. They may remainineffectindefinitely, with no scrutiny
by policy makers. Typically, thefiscal impact of an existing provisionisnot estimated unless
aproposal is madeto change or repeal it.

The Purpose of the Tax Expenditure Report

The purpose of atax expenditure report isto help provide aclearer picture of thetotal range
of government spending. Thereport providesthe estimated dollar value of tax expenditures
but offersno conclusionsabout thevalidity of anexpenditure. Theresponsibility of eval uating
the expenditure'smerit with regard to public policy belongsjointly to the General Assembly
andtheGovernor.

Sections 5703.48 and 107.03(F) of the Ohio Revised Code, enacted in 1987, require the
submittal of atax expenditure report as asupplement to the governor’s biennial budget. The
report shows the impact of tax expenditures on the state General Revenue Fund and other
funds. The report includes the legal citation, date of enactment, a description of the tax
expenditure, and estimates of therevenueimpact fromrepealing thetax expenditurefor fiscal
years 2006 and 2007.

Defining Tax Expenditures

To produce thisreport it was necessary to address the question of what exactly constitutes a
“tax expenditure.” A tax expenditure can generally be understood as any tax provision that
exempts(either inwholeor in part) certain persons, income, goods, services, or property from
the effect of taxes established by law, including (but not limited to) tax deductions, exemp-
tions, deferrals, exclusions, allowances, credits, reimbursements, and preferential tax rates.
Such a definition follows the idea that a tax expenditure is any item that precludes the
imposition of atheoretically-derived“ optimal” tax base. Such atax basewould be predicated
on thefindings of public finance research and analysis.
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Unfortunately, the optimal model of the tax base poses difficulties because it does not
specifically addressthe many technical featuresof tax law that may or may not constituteatax
expenditure. For example, with theoptimal tax baseapproachitisnot clear whether thevarious
federal deductionsand adjustmentsthat passthrough to the state income and state corporate
franchise taxes (because Ohio uses federal taxable income as the corporate franchise tax
“starting point” and federal adjusted grossincome asthe "starting point" for theincometax)
would be defined as tax expenditures. As a further example, under the optimal tax base
approach onewould haveto determinewhether Ohio’smethod of allowing corporationstofile
a combined corporate franchise tax report for purposes of determining taxable income
constitutes atax expenditure, simply because thismethod isnot asinclusive asthe approach
used in states that require combined filing for “unitary” groups of corporations.

Complicationsthat accompany the optimal tax base concept do not affect thisreport because
thereport usesaspecific operating definition of tax expendituresbased on thefour following
criteria.

1) The item reduces, or has the potential to reduce, one of the state's General Revenue
Fund taxes.

By law, the tax expenditure report includes only those taxes (eight taxes altogether) that
contributeto the General Revenue Fund (GRF). Theseeight taxescomprise 90 percent of the
GRF, excluding federal reimbursements. Several GRFtaxes-- liquor gallonageand dealer in
intangibles -- do not have tax expenditures. There are other state taxes that do not provide
revenuetothestate'sGRF and thusareexcluded fromthereport. Thesetaxesincludethemotor
vehiclelicense tax, motor vehiclefuel tax, horse racing tax, and severance taxes.

2 The item would have been part of the defined tax base.

In order for aprovision to be atax expenditure it must specifically exempt from taxation an
item that otherwisewoul d havebeen part of the tax base. Without the provision, theitemwoul d
havebeentaxable. Thereare someitemsspecifically exempted by the Ohio Revised Codethat
do not happento bepart of thetax base. Theseitemsarenot included astax expendituresinthis
report. For example, the Revised Code exempts purchases of itemsfor resale from the sales
tax. However, these purchases are not part of the sales tax base (retail sales) and are not
included astax expenditures.

3) The item is not subject to an alternative tax.

I[tems that are subject to alternative taxes are not considered tax expenditures. Many public
utilities are exempted from the corporate franchise tax by the Ohio Revised Code but this
exemptionisnot considered atax expenditurebecause such public utilitiesaretaxed under the
public utility excisetax.
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4) The item is subject to change by state legislative action. Thus, this item must be
listed as an exemption, deduction, or credit in the Ohio Revised Code.

Those items which can only be changed by a state constitutional anendment, afederal law
change, or afederal constitutional amendment are not considered tax expenditures.

Projected Fiscal Year 2006 - 2007 Revenue From Repeal of Tax Expenditures

The 2006-2007 biennium tax expenditure report identifies the estimated revenue that would be
generated for the state general revenuefund and other funds (primarily local government funds)
if the tax expenditure were repealed as of July 1, 2005.

Therevenue impact figuresreflect cash flow considerationsthat affect fiscal year 2006 asa
result of the assumed July 1, 2005 effective date. Because tax increases can not be imposed
retroactively, the fiscal year 2006 revenue impact figure of most of the tax expenditures
reflectslessthana"full-year" revenuegain.?

Thereare other important factorsreflected in therevenueimpact figures. Potential taxpayer
behavioral responsesto therepeal ed tax expenditurewerefactored into therevenueestimates.
Thisincludes(predominantly short-term) non-complianceby certaintaxpayersinresponseto
therepeal ed tax expenditure, diluting the potential revenuegain. Inaddition, the presence of
possible"overlapping" tax exemptionswasfactoredintotherevenueimpact figures. Thatis,
another provision of tax law may exist that exempts some of the activity pertaining to the
repeal ed tax expenditure. The existence of an overlapping exemption dampensthe possible
revenueyield generated from the repeal of atax expenditure.

1 Thelocal government funds are three separate "revenue sharing" program funds wherein each fund's proceeds are allocated
to local governments based on a statutory formula. These funds are: the local government fund (L GF); the local govern-
ment revenue assistance fund (LGRAF); and the library and local government support fund (LLGSF). Each fund receives a
designated share of revenues from major state tax sources. The LLGSF receives 5.7 percent of income tax revenues while
the LGF and LGRAF receive 4.2 percent and 0.6 percent, respectively, of income tax, sales and use tax, corporate
franchise tax, public utility excise tax, and kilowatt hour tax revenues.

2 Inthe case of the income and corporate franchise taxes, those taxpayers with taxable years ending prior to July 1, 2005 are
assumed not to be affected by the repeal of the tax expenditure in taxable year 2005 (fiscal year 2006). In the case of
consumption taxes - such as the sales tax - only transactions/sales made on or after July 1, 2005 would be affected. Only
estates with dates of death on or after July 1, 2005 are assumed to be affected by tax expenditure repeal. The estate tax
cash flow lag is quite dramatic; the built-in estate tax cash flow assumptions are explained in the Estate Tax section of the
report.
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Theaccuracy of theestimatesvarieswiththe sourceof dataand applicability of thedatatothe
tax expenditure provision. In someinstances, the Department of Taxation relieson external
sourcesof datathat may not beasreliableasthose offered withintheagency. A datareference
codehasbeen devisedtoidentify thesourceof documentationfor individual tax expenditures,
asfollows:

Data SourceCode(A): Data emanating from tax returns filed with the Department of
Taxation, aswell asother information generated by the Department
of Taxation.

Data Source Code (B): Information from other State of Ohio agencies, from the Federal
government (suchasthelRSand U.S. CensusBureau), from other
state governments, and from Ohio local governments.

Data Source Code (C):  All other data, including (but not limited to) information from
businessinformation services, academic research and non-profit
research organizations.

Finally, it should benoted that we have augmented thereporting format of thistax expenditure
report. Theestimated"value" of eachtax expenditurehasbeen providedwithinasmall box. The
valueof atax expenditureisintended to measuretheamount " spent” through thetax systemon
that one provision, andisnot the sameastheamount of revenuethat would begained by repeal .
Thetax expenditureval ueconcept ignoresthe effectsof overlapping tax exemptionsand cash
flow lag. And because the tax expenditure value measures the impact of the provision asit
exists, and not what would happen if it wererepealed, it does not reflect changesin taxpayer
behavior.

It wasjudged that therevenueimpact of each tax expenditure, rather than theval ue of each tax
expenditure, would providegreater utility to usersof thetax expenditurereport, especially in
the context of budgetary analysisand policy deliberation. Hence, the primary figuresusedin
thisreport arethoseindicating therevenuegainfromtax expenditurerepeal ; theval ues of tax
expendituresareless prominently displayed.




FY 2006 - 2007
Tax Expenditure

Revenue Impact Summary

(in millions)

CORPORATE FRANCHISE TAX

Credit unionexemption

Real estateinvestment trust, regul ated investment company

andreal estatemortgageinvestment conduit

"S' corporationexemption®

Holding company net worth exemption

Hightechnol ogy start-up net worth exemption

Certified energy and solidwasteconversionfacilities

. $150,000 maximumnetworthtax liability

Landdevotedtoagricultural use

Goodwill, appreciation and abandoned

property of financial institutions

10. Specifieddividendsfromother corporations

11. Certaincapital gainsfromthesaleof businessassets

12. Incomefromcoal conversionfacilities

13. Payroll forfederal "work opportunity credit"

14. Ohionet operatinglossdeduction

15. Contributionstoindividual development accounts?

16. Pollutioncontrol property excluded from property
apportionment factor

17. Coal conversionfacility excluded from apportionment
factors

18. Enterprisezoneproperty excluded from property factor

19. Enterprisezonepayroll excluded
frompayroll apportionment factor

20. Qualifiedresearchproperty and payroll excludedfrom
apportionment factors

21. Receiptsfrompublicutilities,insurancecompanies, and
financial institutionsexcluded from salesfactor

22. Litter control donation credit

23. Enterprisezoneday care/training credit®

24. Statecharteredsavings& loan credit

25. Jobcreationcredit?®

26. Creditfor property usedto producegrapes®

27. Enterprisezoneemployeecredit

28. 7.5%/13.5% manufacturinginvestment credit®

N e

©ONOUAW

GRF & Local Funds
Revenuel mpact

FY 2006 FY 2007
$3.1 $2.5
47.6 71.4
69.9 102.9

3.8 5.8
14 2.0
minimél minimel
94.4 130.9
minimél minimel
59.5 89.3
7.1 10.1
minimel minimel
minimel minimel
minimel minimel
97.6 143.6
minimél minimel
minimél minimel
minimél minimel
minimél minimel
minimél minimel

minimél 1.3

minimél minimel

minimél minimel
minimél minimel
14 2.0
0.0 5.0
minimél minimel
minimél minimel
69.3 113.4

(@ Distributive shares of S corporations are taxed under theincometax. Thisrepresentstheincremental amount that would be raised by

taxing the S corporation as an entity and exempting the distributive shares from the income tax.

@ Thisdeductionor creditisalsoavailableunder theincometax. Thefiguresshown represent thecombined effect of removingthededuction

or credit from both taxes.

NOTE: Minimal isdefined asbelow $1,000,000 per year revenueimpact.
5



FY 2006 - 2007
Tax Expenditure

Revenue Impact Summary

(in millions)

GRF & Local Funds
Revenuel mpact

TAX EXPENDITURE FY 2006 FY 2007
29. Creditforqualifyingaffiliated groups $0.0 $1.5
30. Creditforincreasedresearchand development 27.3 36.4
31. Creditforjobtrainingexpenses® 12.7 4.0
32. Creditforgradecrossingdevices minima minima
33. Creditfor electric plantsusing Ohio coal 26.4 14.8
34. Creditfortaxespaid by apass-through entity 1.7 1.8
35. Creditforfinancial institutioninvestmentinadealerin 6.0 6.0

intangibles
36. Jobretentiontax credit 7.0 7.0
37. Researchanddevelopment loan program credit 2.3 3.6
38. Small telephonecompany credit minimal minima
39. Creditfor non-recurring9-1-1 serviceexpenses minima minima
40. Creditfor programstoaidthecommunicatively impaired 6.3 6.3

Total CorporateFranchiseTax $544.8 $761.6

ALCOHOLIC BEVERAGESTAX
41. Advanced payment credit/discount $1.3 $1.3
42. Sacramental wineexemption minima minimal
43. Small brewer'scredit minima minimal
44. Small wineproducer'sexemption minimel minimel

Total Alcoholic Beverage Tax $1.3 $1.3

CIGARETTES& OTHERTOBACCO

PRODUCTSTAX
45. Discount for cigarettetax stamps $10.2 $10.3
46. Discountfor timely payment of other tobacco

productstax minimel minimel

Total Cigarettesand Other TobaccoProductsTax $10.2 $10.3

@ Thesecreditsare also available under theincometax. Thefigures shown represent the combined effect of removing the creditsfrom
both taxes.

®  Thecreditisalsoavailableunder theincometax, deal ersinintangiblestax, andinsurancetax. Thefiguresshownrepresentthecombined
effect of removing the credit from all these taxes.

NOTE: Minimal isdefined asbelow $1,000,000 per year revenue impact.
6



FY 2006 - 2007
Tax Expenditure

Revenue Impact Summary

(in millions)

TAX EXPENDITURE
PUBLIC UTILITY EXCISE TAX

47. Municipal utilitiesand non-profit (water works) utilities
areexempt

48. $25,000 deductionfrom grossreceiptsfor each
company

49. Salestoother publicutilitiesforresale

50. Creditfor certainnatural gascompanies

Total PublicUtility Excise Tax

KILOWATT HOURTAX

51. Exemptionfor qualifiedend-users
Total Kilowatt Hour Tax

INDIVIDUAL INCOME TAX

52. Social security & railroad retirement benefits

53. Personal exemptiondeduction

54. Deductionfor collegesavingsprograms

55. Deductionfor post secondary educationtuition

56. Disabilityincome

57. Medical savingsaccounts

58. Deductionfor excessmedical expenses

59. Deductionfor taxpayersineligiblefor employer
sponsored medical plan

60. Long-termcaremedical insurance

61. $20 personal exemptioncredit

62. $50senior citizencredit

63. Retirementincomecredit

64. Resident creditforincometaxed by another state

65. Jointfiler credit

66. Dependent carecredit

67. Lumpsumretirementincomecredit

GRF & Local Funds
Revenuel mpact

FY 2006 FY 2007
$78.5 $82.3
minimel minimel
minimel minimel
8.6 8.6
$87.1 $90.9
$6.1 $7.5
$6.1 $7.5
$176.5 $182.6
593.0 619.6
9.1 9.4
14.8 16.2
29.0 30.0
minimel minimel
28.4 29.3
16.7 17.0
10.5 11.5
183.5 184.1
31.2 32.3
121.9 126.2
96.1 99.5
269.8 273.1
7.6 7.9
15 1.5

NOTE: Minimal isdefined asbelow $1,000,000 per year revenue impact.



FY 2006 - 2007
Tax Expenditure

Revenue Impact Summary
(in millions)

GRF & Local Funds
Revenuel mpact
TAX EXPENDITURE FY 2006 FY 2007
68. Lumpsumdistributioncredit minimal minima
69. Displacedworker jobtrainingcredit 15 15
70. Campaigncontributioncredit 4.6 4.8
71. Creditfor adoption rel ated expenses minimal minima
72. Ethanol plantinvestment credit® 19.8 26.5
73. Technology investment tax credit 13 1.3
Total Individual IncomeTax $1,616.8 $1,674.5
74. Copyrighted motionpictures minimal minima
75. Vaueof motor vehicletrade-ins 146.4 163.8
76. Refundabledepositsonbeveragecontainers minima minima
77. Tangiblepersonal property used or consumedin minima minima
commercia fishing
78. Tangiblepersonal property useddirectly inagriculture 118.2 142.3
and mining production
79. Tangiblepersonal property useddirectly inproviding 14.6 15.6
publicutility services
80. Tangiblepersonal property usedto produce printed 36.0 41.6
materials
81. Qualifiedtangiblepersonal property usedinmaking 58.4 66.1
retail sales
82. Salestothestate, itspolitical subdivisionsand certain 155.9 161.8
other states
83. Food soldto studentson school premises 15.7 17.3
84. Newspapers 16.7 18.7
85. Magazinesubscriptions 16.1 18.1
86. Casual sales 33.0 37.2
87. Salesby churchesand certaintypesof non-profit 18.9 22.3
organizations
88. Transportation of personsor property 167.4 191.3
89. Salestochurchesand certainother typesof non- 200.1 225.7
profitorganizations

@ Thecreditisalsoavailableunder thecorporatefranchisetax. Thefigureshownreflectsthecombined effect of removing
the credit from both taxes.

NOTE: Minimal isdefined asbelow $1,000,000 per year revenue impact.



FY 2006 - 2007
Tax Expenditure

Revenue Impact Summary

(in millions)

90.

91.

92.
93.
94.

95.
96.
97.
98.
99.
100.
101.
102.
108.
104.
105.
106.
107.

108.
109.
110.

111.

112.
113.
114.
115.
116.
117.

TAX EXPENDITURE

Buildingand constructionmaterialsusedincertain
structures

Shipsandrail rolling stock usedininterstateor
foreigncommerce

Packaging and packaging equipment

Emergency andfireprotectionvehiclesand equipment
Salesof property for usein production of presentations
inmusic, dramatics, thearts, andrelatedfields

Motor vehiclessoldin Ohiofor useoutsidethestate
Agricultural property (use onuse)

Property for useinretail businessoutsideof Ohio
Salestonon-commercial, educational broadcast stations
Salesof animal sby non-profit animal shelters
Itemsusedin serving and preparingfood

Property usedinair, noise, or water pollution control
Bulk water for residential use

Property usedin energy or wasteconversionfacilities
0.75%discount for vendors

Agricultural landtileand portablegrainbins
Prescription drugsand medical supplies

Artificial [imbs, prostheses, wheel chairsand other
medical equipment

Property usedin preparing eggsfor sale

Salesto veterans headquarters

Property and servicessoldto providersof tele-
communicationservices

Property used primarily inmanufacturingtangible
personal property

Investment coinsand metal bullion

Valueof watercraft trade-ins
Salestofacilitiesfinanced with publichospital bonds
Property usedinresearch and devel opment

Property usedinhighway transportationfor hire
Property usedtofulfill awarranty or servicecontract

GRF & Local Funds
Revenuel mpact

FY 2006 FY 2007
$149.2 $175.1
minimel minimel
275.7 312.6
minimel minimel
minimel minimel
26.3 26.8
minimel minimel
minimel minimel
minimel minimel
minimel minimel
7.6 9.1
2.2 2.3
minimel minimel
minimel minimel
43.4 45.9
minimel minimel
200.9 247.7
5.7 6.6
1.2 13
minimel minimel
47.3 46.9
1,794.7 2,054.5
minimel minimel
4.6 4.9
minimel minimel
123.6 128.8
16.1 18.6
44.3 47.6

NOTE: Minimal isdefined asbelow $1,000,000 per year revenue impact.



FY 2006 - 2007
Tax Expenditure

Revenue Impact Summary
(in millions)

GRF & Local Funds
TAX EXPENDITURE Revenuel mpact
FY 2006 FY 2007
118. Equipment usedin privatewarehousesand distribution $5.7 $6.9
centerswithinventory to be shipped out of state
119. 25%refundfor electronicinformation provider'spur- 2.9 2.9
chasesof qualifiedtangiblepersonal property
120. Salesof computersand computer equipmenttocertified minima minimal
teachers
121. Salesof qualifiedtangiblepersonal property toqualified minimal minimal
motor racingteams
122. Drugsdistributedto physiciansasfreesamples 5.1 5.6
123. Qualifiedused manufactured and mobilehomes 1.8 1.9
124. Salesof tangiblepersonal property and servicesto 188.1 207.4
electricity providers
125. Salesof tangiblepersonal property and servicesto
qualifiedfractionally-ownedaircraft minima minima
126. $800tax caponqualifiedfractionally-ownedaircraft 3.1 3.5
127. Qualifiedcall center exemption $45.4 $49.0
Total Salesand Use Tax $3,992.4 $4,527.8
128. OhioLifeandHealth Guaranty Association contribution minima minimal
credit
129. Deductionfor premiumsreceivedfromqualified small
businessalliances $7.8 $8.2
130. Creditforsmallinsurers $3.9 $3.9
Total I nsurancePremiumsTax $11.7 $12.1

NOTE: Minimal isdefined asbelow $1,000,000 per year revenue impact.
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FY 2006 - 2007
Tax Expenditure

Revenue Impact Summary

(in millions)

TAX EXPENDITURE

ESTATE TAX

131.
132.
133.
134.

135.

Creditfor each estate
Marital deduction

Bequeststo charitable, religious, etc., organi zations
Deductionfor adecedent'sinterest inafamily-owned

business

Funeral and administration expensesand debtsagainst

theestate

Total Estate Tax

GRANDTOTAL

GRF & Local Funds
Revenuel mpact

FY 2006 FY 2007
$0.0 $20.0
0.0 9.2
0.0 2.3
0.0 minimal
$0.0 $2.2
$0.0 $33.7
$6,270.4 $7,119.7

NOTE: Minimal isdefined asbelow $1,000,000 per year revenue impact.
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Corporate Franchise Tax

Thecorporate franchisetax wasoriginally leviedin 1902 on theval ue of capital stock locatedin
Ohio. A second tax base, net income, was added in 1971. In 2003, 63 percent of corporate
franchisetax liability was based on net income.

TaxBase

The corporate franchisetax hastwo alternative tax bases:
Ohio net worth (assetsless net carrying value of liabilities) of the corporation.
Ohio net income (profits) of the corporation.

TaxRate

Thetax isthe greater of:
4.00 mills on net worth with amaximum $150,000 liability; or

5.1 percent on the first $50,000 of net income plus 8.5 percent on net income in excess of
$50,000.

The minimum tax is $50 for small taxpayers and $1,000 for large taxpayers.
Financial institutions are subject to a 13 mill tax on net worth, with a minimum tax of $50.

Additional Rates: The rate for all corporations except financial institutions and "litter stream
corporations'* isthe greater of:

0.14 mill on net worth; or

0.11 percent on the first $50,000 of net income plus 0.22 percent on net income in excess of
$50,000.

(Maximum tax charged by these ratesis limited to $5,000.)

Therate for "litter stream corporations'* isthe greater of:

0.28 mill on net worth; or

0.11 percent on thefirst $50,000 of net income plus 0.44 percent on net income in excess of
$50,000.

(Maximum tax charged by theseratesislimited to $10,000.)

*  |itter stream corporationsinclude corporations manufacturing or selling al coholic beverages, soft drinks, contai ners, and
other litter stream products.

12



Corporate Franchise Tax
Significant Changes Enacted by the 125th General Assembly

Several significant corporate franchise tax changes were enacted in the state'sfiscal year 2004-
2005 budget bill (Am. Sub. House Bill 95). Ohio adopted the UDIPTA "business/non-business’
distinction in apportioning or allocating income, and the minimum tax for corporate franchise
taxpayers with greater than $5 million in sales or 300 employees was increased from $50 to
$1,000.

The 125th General Assembly also enacted some new credits and exemptions. Thesewere:

« Nonrefundableandtransferabletax credit for borrower'squalified research and devel opment
loan paymentst (Am. Sub. HouseBill 1);

« Nonrefundable tax credit for small telephone incumbent local exchange carrier companies
based on the excess of corporation franchisetax paid over public utility excisetax paid (Am.
Sub. House Bill 95);

« Extension of the 7.5%/13.5% manufacturing investment credit through calendar year 2015
(Sub. House Bill 127);

The legislature also extended the credit for use of Ohio coal although it reduced it from $3/ton
to $1/ton (Sub. House Bill 425).

All of theabovechangesareincludedinthistax expenditurereport. Excluded fromthisreportis
atax creditto defray thelossesof |enderstotheventure capital program fund enacted by the 124th
General Assembly (Am. Sub. SenateBill 180). Thecreditisnotincluded becauseit will haveno
fiscal impact in fiscal year 2006 or 2007.

Cor por ate Franchise Tax Expenditure Estimates

The estimates shown below reflect the estimated revenue gain to all state funds — specifically, the
general revenuefund, thelocal government fund, and thelocal government revenueassistancefund -
if the tax expenditures were to be repealed as of July 1, 2005. It isassumed that the repeal of atax
expenditurewould haveno effect intax year 2006 onthose corporationswhosetaxabl eyear endsprior
toJduly 1, 2005. Therefore, inmost cases thestatewould not receiveafull year’ samount of tax revenue
infiscal year 2006 if the tax expenditure were repealed on July 1, 2005.

1 Am. Sub. House Bill 1 also raised the cap on the Technology Investment Credit from $10 million to $20 million,
necessitatingitsinclusionintheFY 2006-2007 tax expenditurereport. Thiscredit wasnot included inthe FY 2004-2005
tax expenditurereport becauseit wasexpected to reach the $10 million statutory limit during thefirst half of calendar year
2003; thereforeits July 1, 2003 repeal would have no effect on revenuesfor FY 2004-2005.

13



Corporate Franchise Tax

Inadditi on, the estimatesincorporate other factorsthat would impact the tax expenditure'swere
repealed Because certain taxpayers may not comply (at least initially) with repeal of the tax
credit, exclusion or exemption, we have attempted to factor complianceissuesinto the estimated
revenueyield. We haveal so attempted toreflect theimpact of possible" overlapping” provisions
(i.e., other credits, exclusionsor exemptionsavail ableto thetaxpayer) that would al sodampenthe
potential revenuegain of therepeal ed tax expenditure. revenueyield. Wehaveattemptedtoreflect
theimpact of taxpayer behavior if thetax expenditure

Various data sources were used to derive the tax expenditure estimates. Most of the tax expenditure
estimates were based on information taken from tax year 2003 corporate franchise tax returnsfiled
withthe Department of Taxation. However, someof theestimateswerederived fromnon-Departmen-
tal datasources, suchasthelnterna Revenue Service Statisticsof Incomeunit; other federal agencies,
suchastheU.S. CensusBureau andthe Bureau of EconomicAnalysis; other stateagenciessuchasthe
Department of Devel opment; taxationand other publicfinanceresearch published by academic, public,
and not-for-profit organizations; and businessinformation services. It should berecognized that the
dependability of thefiguresbel ow vary based ontheamount and quality of informationavailableonthe
tax expenditure.

NOTE: Seepage4 for description of data source codes.

1 Credit union exemption
Ohio Revised Code 1733.43, effective 1931

Credit unions are not subject to the corporate franchise tax.

Projected Revenue Gain from Repeal of Tax Expenditure

0 $3.1 million
0 $2.5 million
. Thevalueof thistax expenditureinfiscal year 2006 isestimated at $4.6 million.

Data Source Code: (B), (C) Infiscal year 2007, thevalueisestimated at $4.9 million.

2 Theseestimatesreflect only thedirect taxpayer behavioral effectson that revenue sourceif thetax expenditure wererepeal ed.
Theestimatesdo not reflect potential "secondary" revenueimpacts on other revenue sourcesthat may stem from the economic
changesengendered by therepeal ed tax expenditure. That is, each corporatefranchisetax expenditurereflectsonly theamount
of corporate franchise tax revenue generated from corporate franchise taxpayers|osing the tax expenditure.
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Corporate Franchise Tax

2. Exemption for real estate investment trusts, regulated investment companies and
real estate mortgage investment conduits
Ohio Revised Code 5733.09(C), effective 1971, 1990

Real estate investment trusts (REITS), regulated investment companies (RICs) and real estate
mortgage investment conduits (REMICs) as defined by the Internal Revenue Code are exempt

from the corporate franchise tax.
Note: This estimate assumes that Ohio law would recognize the federal deduction for distributions madeto REIT, RIC or
REMIC shareholders, which would severely restrict the net income franchise tax liability of such companies.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -----mmmmmmmm o oo e o e $47.6 million
FY 2007 = mmmmmm e oo oo e e e $71.4 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $68.0 million.
Data Source Code: (A),(B) Infiscal year 2007, thevalueisestimated at $71.4 million.
3. "S" corporation exemption

Ohio Revised Code 5733.09(B), effective 1987

"S" corporations are generally treated as " pass-through entities", which meansthey are exempt

from corporate franchise tax and are taxable only at the shareholder level.

Note: The revenue impact reflects the incremental increase in revenue from subjecting S corporations to the corporate
franchise tax and exempting the shareholders' distributive shares of S corporation income from the state individual
income tax.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -----mmmmmmmm oo oo e o e e $69.9 million
FY 2007 = mmmmmm s o o e s $102.9 million
Theva ueof thistax expenditureinfiscal year 2006 isestimated at $105.1 million.
Data Source Code: (A),(B) Infiscal year 2007, theval ueisestimated at $108.3 million.
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Exemptions and Exclusions from Net Worth

4, Net worth tax exemption for qualifying holding companies
Ohio Revised Code 5733.04(L) and 5733.05 (C)(1), effective 1999

Entitiesmeeting thedefinition of a"qualifying holding company" are exempt fromthe net worth
basis of the corporate franchise tax.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -----mmmmmmm o oo o oo e -- $3.8 million
FY 2007 = mmmmm e e e $5.8 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $6.4 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $6.8 million.
5. Net worth tax exemption for high technology start-up companies

Ohio Revised Code 5733.06(C), effective 2003

Corporationsthat meet the definition of aqualified trade or businessin ORC section 122.15(C)
areexempt fromthenet worth tax basisof the corporatefranchisetax if they wereformed not more
thanthreeyearsbeforethe duedate of thefranchisetax report (without regard to any extensions),
have at |east 50 percent of their assetslocated in Ohio, and are not arelated member of another
corporation.

Projected Revenue Gain from Repeal of Tax Expenditure

0 — -- $1.4 million
0 $2.0 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $2.0 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $2.0 million.
6. Certified energy and solid waste conversion facilities

Ohio Revised Code 5709.50(B)(3), effective 1978
Facilities certified under ORC section 5709.46 as energy conversion, thermal efficiency im-
provement, or solid waste conversion facilities are excluded from the net worth of acorporation
when computing the net worth tax base.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 ---nnmmmmmmm e o o minimal
FY 2007 - o e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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7. $150,000 maximum net worth tax liability
Ohio Revised Code 5733.06(G), effective 1999

The net worth liability cannot exceed $150,000.

Projected Revenue Gain from Repeal of Tax Expenditure

10— $94.4 million
FY 2007 =-m-mmmmmmmmm e e s e e oo $130.9 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $230.1 million.
Data Source Code: (A) Infiscal year 2007, theval ueisestimated at $223.2 million.
8. Land devoted exclusively to agricultural use

Ohio Revised Code 5733.05(C)(1), effective 2000

The book value of land devoted exclusively to agricultural use (land qualified for current
agricultural use valuation for property tax purposes) is excluded from net worth for corporate
franchisetax purposes.

Projected Revenue Gain from Repeal of Tax Expenditure

A R minimal

e A minimal

Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |
0. Goodwill, appreciation and abandoned property of financial institutions

Ohio Revised Code 5733.056(B)(4), effective 1933

The value of goodwill, appreciation and abandoned property isexcluded from the net worth tax
base of financial institutions.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 =--=-===n=nmnmmemmem e e oo oo e e e e e $59.5 million

FY 2007 =-s=smememmmmem e e e e e e e e e e e e e $89.3 million

Thevaueof thistax expenditureinfiscal year 2006 isestimated at $94.5 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $99.2 million.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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Exemptionsand Deductionsfrom Net Income

10. Specified dividends from other corporations
Ohio Revised Code 5733.04(1)(4),(7) and (8), effective 2003

Corporationsareallowedto usethedividendsrecei ved deduction provided by Section 243 of the
Internal Revenue Code to calculate Ohio taxable income. Section 243 allows a 70 percent
deduction of dividendsreceived from | ess-than-20 percent-owned domestic corporations, an 80
percent deduction for dividends received from less-than-20 percent-or-more-owned domestic
corporations, and a 100 percent deduction for dividends received by small businessinvestment
companiesand by certain affiliated corporationsfromthe membersof theaffiliated group. Tothe
extent not otherwise allowed, dividends received from a public utility (excluding an electric
company and for tax years 2005 and thereafter, atelephone company) or an insurance company
may be deducted if the taxpayer has at least 80 percent ownership of the utility or insurance
company.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 --=-==n==nsmmm oo oo oo oo e e e e $7.1 million
G $10.1 million
Theva ueof thistax expenditureinfiscal year 2006 isestimated at $10.1 million.
Data Source Code: (A) Infiscal year 2007, theval ueisestimated at $10.1 million.

11. Certain capital gains occurring prior to the first year the franchise tax was
computed on net income
Ohio Revised Code 5733.04(1)(3), effective 1971

Corporationsareto deduct any gain (and add any loss) resulting from the sale or other disposal of
acapital asset, or an asset described in section 1231 of the Internal Revenue Code, to the extent
such gain (or loss) occurred prior to the corporation's taxable year which ended on or after
December 20, 1971.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 ----mmmmmmmmmm s o mmmmmmmeeeeeeeeeee- minimal
FY 2007 —-mmmmmmm oo o s e oo e e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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12. Income from coal conversion facilities
Ohio Revised Code 5709.35(B)(1), effective 1975

Income and expenses arising from aconversion facility defined in ORC section 5709.30 are not
included in the computation of net income for the corporate franchise tax.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 =--=-===n=nmnmmmmmmmmm e e e e e e e e e e minimal
FY 2007 --mmmmmmmrm oo e e o minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

13. Federal "work opportunity credit"
Ohio Revised Code 5733.04(1)(10), effective 1980

Corporations are allowed to take afederal income tax credit equal to a portion of the first-year
wages paid to eligible employees. However, when computing federal taxableincome, corpora-
tions must reduce the wage-expense deduction by the amount of the credit received, thereby
increasing taxableincome. Such wage expenses not deducted for federal tax purposesareto be
deducted for purposes of computing Ohio taxableincome.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -----mmmmmm e mm s oo o oo minimal
FY 2007 —-mmmmmmm oo o s e e minimal
Data Source Code: (A) [ Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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14.  Net operating loss deduction
Ohio Revised Code 5733.04(1)(1), effective 1971

In calculating Ohio taxable income under the net incometax basis, corporations may deduct an
Ohionet operatinglosscarriedforward from previousyears. Any unusedlossincurredinataxable
year ending between January 1, 1982 and August 5, 1997 may be carried forward for fifteen
consecutiveyears; any unusedlossincurredinataxableyear ending on or after August 6, 1997 may
be carried forward for twenty consecutive years.
Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 === mmmmm e m e oo o o oo e $97.6 million
FY 2007 -mmmmmmmmm e e o o o e e e e $143.6 million

Theva ueof thistax expenditureinfiscal year 2006 isestimated at $154.9 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $159.6 million.

15. Contributionsto individual development accounts*
Ohio Revised Code 5733.04(1)(15) and 5747.01(A)(17), effective 1997

Corporations that contribute matching funds to an individual development account program
established by acounty department of human servicesfor low-incomeindividual smay deduct such

funds from net income.
Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 ... .eeeceieciie ettt etee et e et e e et e e ae e e e ae e e s e e e sare e et e e ebe e sbeeebeeebeeebeeebeeereeeans minimal
FFY 2007 ...ttt ettt e e e e s e e e b e e e be e sbeeebeeereeereeebeeereeeans minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

Apportionment FormulaExclusions

16.  Pollution control property excluded from property factor
Ohio Revised Code 5733.05(B)(2)(a), effective 1971

The value of property that has been certified as air, water, or noise pollution control property is
excluded from both the numerator and denominator of the property factor.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 === mmm e m s e oo e o oo e e e e minimal
FY 2007 =mmmmmmmmmmm e s e e e o e e e e e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

*Thisdeductionisalso availableto qualifyingindividual incometaxpayers. Theestimated val ue of deductionstaken
against the income tax are reflected in these figures.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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17.  Coal conversion property excluded from the apportionment factors
Ohio Revised Code 5709.35 (B)(2),(3) and (4), effective 1975

Theproperty value, payroll, and salesof acoal conversionfacility definedin ORC section5709.30
are not included in numerator and denominators of the property, payroll, and sales factors,
respectively.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 =--==s=smmmmmmmmmm oo e e e e e e e e e e e e e minimal
FY 2007 —-mmmmmmmmm e e e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

18. Enterprisezone property excluded from property factor*
Ohio Revised Code 5709.65 (A)(2), effective 1982

Companies that have been issued a tax incentive qualification certificate under ORC section
5709.64 can deduct the value of improvements to an approved enterprise zone facility from the
numerator of the property factor.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 =---mmmmmmmmmmm e e e e e e e minimal
FY 2007 =mmmmmm e mm e oo o o e e e e e minimal
Data Source Code: (A) [ Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

19. Enterprise zone payroll excluded from payroll factor*
Ohio Revised Code 5709.65(A)(3), effective 1982

Companies that have been issued a tax incentive qualification certificate under ORC section
5709.64 can deduct from the numerator of the payroll factor the compensation paid to qualified
employees at an approved enterprise zonefacility.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 =--==s=smmmmmmmmmm oo e e e e e e e e e e e e e minimal
FY 2007 =mmmmmm e mm e oo o o e e e e e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

* Thisexclusion isalso availableto qualifying individual incometaxpayers. The estimated incometax isincluded inthese
figures.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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20.  Qualified research property and payroll excluded from apportionment factors
Ohio Revised Code 5733.05(B)(2), effective 1987

Corporations may exclude from the numerator and denominator of the property factor thevalue
of facilities used exclusively for qualified research. Inaddition, thetotal compensation paidin
thisstateto employeeswho areprimarily engagedin qualified research may beexcluded fromthe
numerator and denominator of the payroll factor.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 --=mmmmmmmmm e e e e e minimal

FY 2007 = mmmmmm e o e e -- $1.3 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $1.3 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $1.3 million.

21. Receipts from public utilities, insurance companies, and financial institutions
excluded from sales factor
Ohio Revised Code 5733.05(B)(2)(c), effective 2003

Corporations that have at least 80 percent ownership interest in a public utility or insurance
company, and corporations that have at least 25 percent ownership interest in a financial
Institution, may exclude recel ptsfrom those companies from the numerator and denominator of
the sales factor.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 =---m=nmmmmmmmmmm s e e oo e e o e e e minimal
FY 2007 =-mmmmmmmmmem o s s e e e e e e e e e e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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Credits

22. Litter control donation credit
Ohio Revised Code 5733.064, effective 1981

Taxpayers may take anonrefundabl e credit for cash donations made to municipalities, counties,
townships, park districts, and boards of education that have received litter control and recycling
grants from the division of recycling and litter prevention, or cash donations made to Ohio
nonprofit corporations organized prior to January 1, 1987 whose sole purposeisto promote and
encouragerecycling. Thecredit equal sthelesser of 50 percent of theamount of the cash donation
or 50 percent of the sum of the tier one and tier two litter taxes.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 =---m=nmmmmmmmmmm s e e oo e e o e e e minimal
L minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

23. Enterprise zoneday care/training credit*
Ohio Revised Code 5709.65, effective 1982

Qualified corporations located in an enterprise zone may receive atax incentive qualification

certificate from the director of development for the following nonrefundable credits:

(1) the amount reimbursed to eligible new employees for the cost of day care services up to a
maximum of $300 per child;

(2) theamount paid or reimbursed to eligible new employeesfor training program costsup to a
maximum of $1,000 per employee.

Thecredit isavailable for amaximum four consecutivetax years.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 =-=--===nmmmmmm oo mm e oo oo e e e e e e e e e minimal
00 minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

*  Thiscreditisalsoavailabletoqualifyingindividual incometaxpayers. Theestimatedincreaseinincometax revenuefromrepeal
of the tax expenditureisincluded in these figures.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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24.  State-chartered savings and loan credit
Ohio Revised Code 5733.063, effective 1983

A creditisallowed equal tothedifferencebetweentheassessment paid by state-chartered savings
and|oan associationstothe Division of Savingsand L oansand theamount paidin supervisory fees
tothe Federal Savingsand L oan Insurance Corporation.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 =---==s=mmmmmmmmmem e e oo $1.4 million
FY 2007 =-m=smsmemmmem e e e e e e e e e e e e e e e e e $2.0 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $2.0 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $2.0 million.

25. Job creation credit*
Ohio Revised Code 122.17, 5733.0610 and 5747.058, effective 1993

Businesses that create jobs within Ohio may be eligible for arefundable credit. The creditisa
designated percentage of the amount of new incometax revenue (i.e., Ohioincometax withheld
from “new employees’, as defined in ORC 122.17) that is generated pursuant to an agreement
between the business and the Ohio Tax Credit Authority.

Note: The revenue impact figures reflect the estimated amount of corporate franchise tax and individual income tax that
would be received by the general revenue fund if no further job creation tax credit agreements are reached beginning

July 1, 2005. Credits associated with prior agreements would remain in effect.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 =---==s=mmmmmmmmmem e e oo $0.0 million
FY 2007 =-m=smsmemmmem e e e e e e e e e e e e e e e e e $5.0 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $46.3 million.
Infiscal year 2007, thevalueisestimated at $50.3million.

Data Source Code: (A),(B)

* Thiscreditisalsoavailabletoqualifyingindividual incometaxpayers. Theestimatedincreaseinincometax revenuefromrepeal
of the tax expenditureisincluded in these figures.
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26. Credit for property used to produce grapes*
Ohio Revised Code 5733.32 and 5747.28, effective 1995

Taxpayers engaged in the business of producing grapes may take a nonrefundable corporate
franchisetax credit equal to ten percent of the cost of qualified property used to produce grapes.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 ----===mmmmmmm e oo e e minimal
FY 2007 -=mmmmmm e m e m oo e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

27. Enterprise zone employee credit*
Ohio Revised Code 5709.66, effective 1994

Taxpayerslocatedinan eligibleenterprise zone may takeamaxi mum $1,000 nonrefundablecredit
for each employee who, at thetime the employee was hired, was a participant in the Ohio Works
program under ORC Chapter 5107 or the prevention, retention and contingency program under
ORC Chapter 5108, or was arecipient of general assistance under former ORC Chapter 5113.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 ----mmmmmmmmm e e e minimal
FY 2007 —-mmmmmm e e e e e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

* Thiscreditisalso availableto qualifying individual incometaxpayers. The estimated amount of this credit attributableto the
incometax isincluded in thisestimate.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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28. 7.5%/13.5% manufacturinginvestment credit*
Ohio Revised Code 5733.33 and 5747.31, effective 1997

New manufacturing machinery and equi pment purchased between July 1, 1995 and December 31,
2015 for installation in Ohio may be eligible for a 7.5 percent credit, or a13.5 percent credit if
the property islocated inan eligibleareaof thestate. Thecredit isbased onthe amount by which
the cost of the new manufacturing investment in a specific county exceeds the cost of the
taxpayer'saverageannual manufacturing investment inthesamecounty during thedefined baseline
years.

Note: The figures are based on the assumption that the tax credit would be repeal ed beginning with taxable years ending
after June 30, 2005. All tax credits on future manufacturing investments and all remaining " 1/7th" tax creditsfrom prior
manufacturing investmentswoul d berepeal ed, aswould any unused creditscarried forward fromprior tax years. Infiscal
year 2006, the only credits that could be claimed would be those attributable to prior years' amended returns or to
taxpayerswhose 2005 taxable year ended on or before June 30, 2005. Thetax credit repeal assumptionsreflected in this

report are more expansive than those reflected in the FY 2004-2005 Tax Expenditure Report.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 =--=-===nmnmmmmemmem oo e oo e oo e e e e e $69.3 million
FY 2007 =mmmmmmm e e e e e e e e e e e $113.4 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $123.4 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $123.4 million.

29. Credit for qualifying affiliated groups
Ohio Revised Code 5733.068, effective 1992

Affiliated groupsthat pay over $3.5 million additional franchisetax duetotherelated entity and
related member adjustments are eligible for a nonrefundable credit equal to the difference
between the additional tax and $3.5 million. The credit may not exceed $1.5 million for the
affiliated group.

Projected Revenue Gain from Repeal of Tax Expenditure

7. --$0.0 million
FY 2007 =--memmmmmmmmeem e e e e e e e e e e e e e e e $1.5 million
Data Source Code: (A) Thevalueof thistax expenditureinfiscal year 2006 isestimated at $1.5 million.
' Infiscal year 2007, thevalueisestimated at $1.5 million.

*This deduction is also available to qualifying individual income taxpayers. The estimated value of of this credit
attributable to the incometax isincluded in this estimate.
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30. Credit for increased resear ch and development expenses
Ohio Revised Code 5733.351, effective 2002

Corporation may take a nonrefundable credit equal to seven percent of the increased qualified
research expensesincurred in Ohio.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 =--=-===n=nmnmmemmomem e e oo e e e e e e e e e e e $27.3 million
FY 2007 =-mmmmmmmm e oo $36.4 million

Theva ueof thistax expenditureinfiscal year 2006 isestimated at $36.4 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $38.3 million.

31. Credit for job training expenses*
Ohio Revised Code 5725.31, 5729.07, 5733.42, and 5747.39, effective 2001

Businesses may be granted anonrefundabl e credit equal to 50 percent of theaverage costspaid or
incurred during a designated three-year period for training eligible Ohio employees. The credit
may not exceed $1,000 per trained employee. Thecreditisavailableintax years 2004, 2005, and
2006 and no more than $20 million in aggregate credits may be granted in each year.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 =--===mmmmmmm e e e e e e --—- $12.7 million
FY 2007 =mmmmmm e e e e e e e e $4.0 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $19.0 million.
Data Source Code: (A),(B) Infiscal year 2007, theval ueisestimated at $4.0 million.

32. Credit for grade crossing devices
Ohio Revised Code 5733.43, effective 1999

Railroad companiesmay takeanonrefundablecredit equal to ten percent of theannual maintenance
expendituresfor activegrade crossing warning devices. Thecredit shall not exceed $200for each
device.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -----mmmmmmmmm s oo oo e e minimal
FY 2007 —-mmmmmmm oo s e e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

*Thiscredit isalso available under theincometax, dealer inintangiblestax, and insurancetax. Thefiguresshown
represent the combined effect of removing the credit from all these taxes.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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33. Credit for qualified electric plants using Ohio coal
Ohio Revised Code 5733.39, effective 2002

A nonrefundabletax credit isallowed for Ohio coal used in coal-fired electric generating units,
under certain conditions. Thecredit equalsthreedollarsper ton of Ohio coal used between May
1, 2001 and December 31, 2004 in qualifying facilities.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 =-nmmmmmeemm e $26.4 million
FY 2007 =-mmmmmmmmmem o e s oo e e e e e e e e $14.8 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $26.4 million.

Data Source Code: (A) Infiscal year 2007, theval ueisestimated at $14.8 million.

34. Credit for taxes paid by a qualifying pass-through entity
Ohio Revised Code 5733.0611, effective 1999

A corporationthat isaqualifying investor inaqualifying pass-through entity may claim acredit
equal tothecorporation'sproportionate share of thetax paid by thequalifying pass-through entity.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 === e m e e e e e e oo e --$1.7 million
0 --$1.8 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $1.7 million.
Data Source Code: (A) Infiscal year 2007, theval ueisestimated at $1.8 million.
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35. Credit for financial institution investment in a dealer in intangibles
Ohio Revised Code 5733.45, effective 2001

Financial institutionsare allowed anonrefundabl e credit whichisthe lesser of the amount of tax
paid by a qualifying dealer in intangibles under ORC chapter 5707, or the cost of the financial
institution’sownershipinterestinaqualifying deal er inintangiblesmultiplied by thedealer’ sOhio
ratio computed under ORC section 5725.15 multiplied by eight mills,

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 ===mmmmm e e e e e e e e e e $6.0 million
FY 2007 == e e e e e e e e e e e e e e $6.0 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $6.0 million.
Data Source Code: (A) Infiscal year 2007, theval ueisestimated at $6.0 million.

36. Job retention tax credit*
Ohio Revised Code 122.171, effective 2001, revised 2002

A qualifying business that, over a three-year period, makes at least $200 million in capital
investments at a manufacturing project site and has an average of at least 1,000 full-time
employeesat the site, may be granted anonrefundabl e credit equal to adesignated percentage of
theemployees' state personal income withholding tax (not to exceed 75 percent) over aperiod of
15 years. A credit may also be granted to a qualifying business meeting the following require-
ments. at least $100 million in capital investments at the project site over athree-year period;
engaged primarily asamanufacturer or inproviding significant corporateadministrativefunctions
at the site; employsat least 1,000 full-time employees at the site; and provides an average wage
of all employees at the site in excess of 400 percent of the federal minimum wage.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 ===mmmmmm e e e e e e e e e e e $7.0 million
FY 2007 == e e e e e e e e e e e e $7.0 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $10.5 million.
Data Source Code: (B) Infiscal year 2007, theval ueisestimated at $10.5 million.

*Thiscreditisalsoavailablet oqualifyingindividual incometaxpayers. Theestimated amount of thiscredit attributable
to theincome tax isincluded in this estimate.
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Corporate Franchise Tax

37. Research and development loan program tax credit
Ohio Revised Code 122.171, effective 2001, revised 2002

Borrowersfromthe Research and Devel opment Loan Fund Program areeligiblefor nonrefundable

andtransferablecreditsagainst the corporation franchiseand incometaxesfor qualified payments
made on loansissued from the fund.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -----mmmmmmm o oo o oo e -- $2.3 million

0 -- $3.6 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $2.3 million.
Data Source Code: (A),(B) Infiscal year 2007, theval ueisestimated at $3.6 million.

38. Small telephone company credit
Ohio Revised Code 5733.57, effective 2003

During tax years 2005-2009, small telephone local exchange carrier companies may take a
nonrefundable credit for the excess of corporate franchise tax paid over the amount of public
utility excisetax that would havebeenpaid. Thefull creditisavailableintax year 2005 but declines
thereafter; it iseliminated beginning in tax year 2010.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -----mmmmmm e mm s oo o oo minimal
FY 2007 —-mmmmmmm e m e o m e o m e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

39. Credit for non-recurring 911 service expenses
Ohio Revised Code 5733.55, effective 2003

Telephone companies are allowed a credit against their corporate franchise tax for
approved non-recurring 9-1-1 emergency expenses.

Projected Revenue Gain from Repeal of Tax Expenditure

R minimal
0 minimal
Data Source Code: (A),(B) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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Corporate Franchise Tax

40. Credit for programsto aid the communicatively impaired
Ohio Revised Code 5733.56, effective 2003

A telephone company that provides any telephone service program to aid the communicatively
impaired shall beallowed acredit against their corporation franchisetax liability equal tothe cost
of providing such aprogram.

Projected Revenue Gain from the Repeal of Tax Expenditure

L 0 R -- $6.3 million
0 e $6.3 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $6.3 million.

Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $6.3million.
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Alcoholic Beverage Tax

In 1933, theyear prohibition wasrepeal ed, the Department of Liquor Control wascreated andthe
General Assembly enacted tax |evieson beer, wine, and other non-spirituousbeverages. A liquor
gallonagetax was added ayear later. Asof July 1, 1997, the Department of Liquor Control was
changedtoadivisionandwastransferred tothe Department of Commerce. TheDivisionof Liquor
Control administerstheliquor gallonagetax. The Department of Taxation administersthetax on
all other alcoholic beverages.

Tax Base

Sales by volume of the following non-spirituous beverages: beer, malt liquor, wine, mixed
beveragesand malt.

Tax Rates

Beer
Barrel (31 gallons) $5.58
Containers (over 12 0z.) per 6 ounces 0.84 cent
Containers (12 oz. or less) per ounce 0.14 cent

Wine
L essthan 14% alcohol by volume 32 cents per gallon
14% to 21% alcohol by volume $1.00 per gallon
Vermouth $1.10 per gallon
SparklingWine, Champagne $1.50 per gallon

Mixed Beverages $1.20 per gallon

Alcoholic Beverage Tax Expenditures
Theestimatesshown below reflect the estimated revenue gainto the state general revenuefundif
the tax expenditures were repealed as of July 1, 2005.

Various data sources were used to derive the tax expenditure estimates. Most of the tax
expenditure estimateswere based oninformation taken fromreturnsfiled with the Department of
Taxation.

NOTE: Seepage4 for description of data source codes.
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Alcoholic Beverage Tax

41.  Advanced payment credit/discount
Ohio Revised Code 4303.33, effective 1963

Beer and malt beverage permit holdersare eligibleto receive athree percent credit on advance
payments made on or beforethe 18th of the covered month. Inaddition, beer and malt beverage
permit holders can receive a discount equal to the lesser of three percent of the payment
remai ning after deducting the advanced payment, or three-percent of the advanced payment, as
long asthe full monthly payment isreceived on or before the 10th of the month for the previous
month'sliability. Wineand mixed beverage permit holdersareeligibletoreceiveathree-percent
credit on payments made on or before the 18th of the previous month's tax liability.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 --nnnmmmemmmmmmeemmmmmee e e $1.3 million
FY 2007 =-m=smsmememem e e e e oo e e e e e e e e e e e $1.3 million
. Thevalueof thistax expenditureinfiscal year 2006 isestimated at $1.3 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $1.3 million.

42.  Sacramental wine exemption
Ohio Revised Code 4301.23, effective 1937

Sacramental wine used inreligiousritesis exempt from the alcoholic beverage tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 ----mmnmmmmm oo oo minimal
FY 2007 -mm-mmmmmm o m e oo e minimal
Data Source Code: (A) Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

Minimal isdefined asbelow $1,000,000 per year revenueimpact..
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Alcoholic Beverage Tax

43. Small brewer's credit
Ohio Revised Code 4303.332, effective 1982

Licensed Ohio beer producerswhose total production of beer and malt beverages, regardless of
production location, islessthan 31 million gallons per year are eligible for a credit (or refund)
against theal coholic beveragetax. Theamount of thecreditisequal totheexcisetax paid onbeer/
malt beveragesdistributedin Ohiowithamaximumcredit upto9.3milliongallons. Thetaxpayer
receivesthe credit in the year following payment of the alcoholic beverage tax.

Projected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 -------m-mmm e oo oo oo e minimal
FY 2007 --mmmmmmm oo e s minimal

Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

Data Source Code: (A)

44.  Small wine producer's exemption
Ohio Revised Code 4303.333, effective 1982

Licensed Ohio wine producerswhose Ohio sales do not exceed 500,000 gallons a calendar year
are eligible for an exemption from the alcoholic beverage tax. The amount of the exemptionis
equal to the entire excise tax payment minus two cents per gallon. The taxpayer receives the
exemption in the year following payment of the alcoholic beverage tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 -------mmmmmmm oo oo oo e minimal
FY 2007 --mmmmmmm oo e e oo minimal
Data Source Code: (A) Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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Cigarettes and Other Tobacco Products Tax

Theexcisetax oncigaretteswas first levied in1931. Thetax rateranged from itsoriginal 2 cents
per pack to 15 centsin 1971. The rate wasreduced to 14 cents per pack in 1981 and cigarette
salesbecame subject tothesalestax. Theratewasincreased to 24 centsper pack in January, 1993.
The current rate of 55 cents per pack became effective July 1, 2002,

Theexcisetax on other tobacco productswas|evied beginning February, 1993. Thecurrent rate
Is 17 percent of wholesale price.

TaxBase
The sale, use, consumption, or storage of cigarettesin Ohio.

TaxRate
2.75 cents per cigarette (55 cents per package of 20 cigarettes).

Cigaretteand Other Tobacco Products Tax Expenditure Estimates

Theestimatesshown bel ow reflect the estimated revenue gainto the state general revenuefundif
the tax expenditures were repealed as of July 1, 2005.

NOTE: Seepage4 for description of data source codes.

45.  Discount for tax stamps
Ohio Revised Code 5743.05, effective 1934, revised 2001

Cigaretteexcisetaxpayersareeligibleto receiveadiscount when purchasi ng cigarette excisetax
stamps or meter impressions as a commission for affixing and canceling the stamps or meter
impressions. Thevalueof thisdiscountisnot lessthan 1.8 percent or morethan 10 percent of the
facevalueof thetax stampsand meter impressions. Thecurrent rateof thisdiscountis1.8 percent.
Cigaretteexcisetaxpayersshall not receivethistax stamp di scount when paymentsaremadewhen
filing amonthly or semi-monthly return.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 -----mmmmmmmm o oo o e e $10.2 million
FY 2007 = mmmmmm s o o e e $10.3 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $10.2 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $10.3 million.
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Cigarettes and Other Tobacco Products Tax

46.  Discount for timely payment of other tobacco products' excise tax
Ohio Revised Code 5743.52, effective 1993

Wholesalersand retailers of other tobacco products(i.e., cigars, snuff, chewing tobacco, rolling
tobacco, etc.) are eligible for a 2.5% percent discount for the timely payment of their other
tobacco products excise tax liability.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 --mmmmmmmmm oo oo o minimal
FY 2007 =mmmmmmmm oo o minimal
Data Source Code: (A) Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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Public Utility Excise Tax

The public utility excise tax is levied on companies classified by statute as public utilities.
Originally enacted in 1894, the present tax structure was established in 1911. Historically,
electric, natural gas and local telephone companies have accounted for the bulk of total public
utility excise tax revenue collections. However, in 2001, electric and rural electric companies
became subject to the kilowatt hour tax and electric companies also became subject to the
corporatefranchisetax (Am. Sub. SenateBill 3, 123rd General Assembly), and theseentitieswere
nolonger subject tothepublic utility excisetax. Alsoin 2001, natural gascompaniesbegan to pay
their public utility excisetax on adifferent schedule (Am. Sub. Senate Bill 215, 123rd General
Assembly) and became subject to the natural gas consumption tax (Am. Sub. Senate Bill 287,
123rd General Assembly). In 2005, telephone companies became subject to the corporate
franchisetax (Am. Sub. House Bill 95, 125th General Assembly).

TaxBase

Gross receipts for al utilities.

TaxRates

All utilities pay arate of 4.75 percent, except pipeline companies pay 6.75 percent.

Public Utility Excise Tax Expenditures

The estimates shown below reflect the estimated revenue gain to all state funds - specificaly the
general revenuefund, thelocal government fund, and thelocal government revenueassistancefund -
iIf thetax expenditurewererepeal ed asof July 1, 2005. Itisassumedthat therepeal of atax expenditure
would have afull year'srevenue effect in FY 2006 due to the payment method of the public utilities

involved.

Dataareprimarily from public utility tax returnsand other sourcesfrom the Ohio Department of
Taxation. Datafrom the 1997 economic census (US Census Bureau) were al so used.
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Public Utility Excise Tax

47.  Exemption for municipal utilities and non-profit waterworks
Ohio Revised Code 5727.05, effective 1896, 1989

Municipal utilities and non-profit corporations that are engaged exclusively in the treatment,
distribution, and sale of water to consumers are exempt from the public utility excise tax.

Projected Revenue Gain from Repeal of Tax Expenditure

0 $78.5 million
FY 2007 --mmmmmmmmmmmmmmmmmmmmsee e $82.3 million
Data Source Code: (A)’ (B) Thevalueof thistax expenditureinfiscal year 2006 isestimated at $78.5

million. Infiscal year 2007, thevalueisestimated at $82.3 million.

48.  $25,000 exemption from gross receipts for each public utility company
Ohio Revised Code 5727.33, effective 1934

Each public utility company receives an exemption for the first $25,000 of grossreceiptsfor the
purposes of the public utility excise tax.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 -------m-mmmm e oo o oo e minimal
FY 2007 --mmmmmmm oo e e oo minimal

Data Source Code: (A)

| Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

49. Deduction for salesto other public utilities for resale
Ohio Revised Code 5727.33(B)(4), effective 1961

Public utilities are allowed to deduct sales to other public utilities when the services are to be
resold by that public utility.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -------m-mmmm e oo o oo e minimal
FY 2007 --mmmmmmm oo e e oo minimal
Data Source Code: (A) Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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Public Utility Excise Tax

50. Credit for certain natural gas companies
Ohio Revised Code 5727.29, effective 2000

Natural gascompaniesthat pay thepublic utility excisetax onacurrent-quarter systemaregranted
atax credit for the transition costs from the previous tax schedule.

Projected Revenue Gain from the Repeal of Tax Expenditure

0 -- $8.6 million
FY 2007 —-mmmmmmmmmmmmmmmmmmmmee e $8.6 million

. Thevalueof thistax expenditureinfiscal year 2006 isestimated at $8.6 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $8.6 million.
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Kilowatt Hour Tax

Am. Sub. Senate Bill 3 (123rd General Assembly) re-structured the electric industry in Ohio.
Prior tothishbill, electric companieshad been subject tothe public utility excisetax, andthey were
subject to higher assessment rates on their tangible personal property than general business
taxpayers. Restructuring removed electric companies from the public utility excise tax and
subjected themtothecorporatefranchisetax. It alsoloweredtheassessment rate on much of their
tangiblepersonal property. Toreplacetherevenuelosscaused by shifting fromtheutility excise
tax to the corporate franchise tax and the reduced property taxes, SB 3 created the kil owatt hour
tax. Thistax islevied on the electric distribution company and is based upon the end user's
consumption of electricity, measured in kilowatt hours. Certain large consumers of electricity
may chooseto self-assessthetax partially based upon consumption and partially based on price.
Thekilowatt hour tax (and the self-assessor option) beganin May 2001, withthetax first payable
to the state in June 2001. Am. Sub. Senate Bill 287 (123rd General Assembly) allowed more
taxpayers to self-assess because it lowered the qualifying threshold and capped the taxable
consumption portion of the self assessorstax. Thishill also expanded thetax exemptiontoinclude
electricity distributed to qualified regenerators.

Tax Base
Kilowatt Hour Tax Base: Amount of kilowatt hoursdistributed to theend
consume.
Self-Assessor Option Base: Price per kilowatt hour and consumption measuredin
kilowatt hours, on the first 504 million kilowatt hours.
Tax Rates

Kilowatt Hour Tax:
Kilowatt Hours Distributed

tothe End Usersper month Rates per Kilowatt Hour
0 - 2,000 Kilowatts $0.00465

2,001 - 15,000 Kilowatts $0.00419

Over 15,000 Kilowatts $0.00363

Self-Assessor Option Tax:
The sum of 4 percent of price plus0.75 mills ($0.00075) per kilowatt hour consumed
on thefirst 504 million kilowatt hours of annual consumption.
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Kilowatt Hour Tax

Kilowatt Hour Tax Expenditure Estimate

The estimate shown below reflects the estimated revenue gain to all state funds - the general
revenuefund, thelocal government fund, thelocal government revenueassistancefund, theschool
district property tax replacement fund, and thelocal government property tax replacement fund -
if thetax expenditureswererepealed on July 1, 2005. Dueto the monthly remittance of kil owatt
hour tax, it is assumed that the repeal of atax expenditure would produce only eleven months
revenue gain for fiscal year 2006.

Data used to estimate the expenditure were primarily from tax return filings and contact with
industry, although informationfromtheEnergy Information Agency (U.S. Department of Energy)
was al so used.

NOTE: Seepage4 for description of data sour ce codes.

51. Exemptscertain end usersfrom the kilowatt hour tax
Ohio Revised Code 5727.81(D), effective 2000

Exemptsfrom the kilowatt hour and the self-assessor option tax the distribution of any kilowatt
hoursof electricity to certain end usersthat meet certai n requirementsin the Ohio Revised Code.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 ===mmmmmm e e e e e e e e e e e $6.1 million
FY 2007 =mmmmmmmm s e e e e e e e e e $7.5 million

DataSourceCode: (A),(B) Thevalueof thistax expenditurein fiscal year 2006 isestimated at $7.0 million.

Infiscal year 2007, thevalueisestimated at $7.7 million.
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Individual | ncome Tax

Ohiowasfirst authorizedtolevy anincometax in 1912 by aconstitutional amendment. However,
itwas60yearslater beforethefirst stateindividual incometax wasenactedin 1972. Theincome
tax was designed to be closely based on federal law to facilitate compliance by the taxpayer and
ease of administration by the state.

Tax Base

Theamount reported asfederal adjusted grossincometotheU.S. Internal Revenue Serviceplus
or minus adjustments according to Ohio incometax law.

Tax Rate

Ohio has a graduated income tax with nine rate classes, ranging from under $5,000 to over
$200,000. Therateinthebottom classis0.743 percent and therateinthetop classis7.5 percent.
The tax expenditure estimates assume these statutory tax rates will bein effect in fiscal years
2006 and 2007.

Am. Sub. SenateBill 261 of the 124th General Assembly provided for theindexing of the personal
incometax bracketsstarting intax year 2005. Thisisconsidered achangeinthedefinition of the
tax (similar toachangeinthetax rates) andisnot considered atax expenditure, soitisnotincluded
in thisreport.

Individual IncomeTax Expenditures

Theestimatesshown below reflect theestimated revenuegainto all statefunds- specifically, the
general revenuefund, thelocal government fund, thelocal government revenue assistancefund,
andthelibrary andlocal government support fund- if thetax expenditureswererepeal ed asof July
1, 2005. It isassumed that the repeal of atax expenditure would have no effect in tax year 2005
onthosetaxpayerswhosetax year endsprior to July 1, 2005. Thus, insomecases, the statewould
not receive afull year’s amount of tax revenue in fiscal year 2006 if the tax expenditure were
repealed on July 1, 2005.
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Individual Income Tax

However, for themost part, it isassumed that personal incometaxpayershaveacal endar year fiscal
year, so that the repeal of atax expenditure effective July 1, 2005 would have afull fiscal year
impactin FY 2006.

In addition, we have attempted to reflect the impact of possible "overlapping” provisions(i.e.,
other credits, exclusions or exemptions available to the taxpayer) that would also dampen the
potential revenue gain of the repeal ed tax expenditure.

Various data sources were used to derive the tax expenditure estimates. Most of the tax
expenditure estimates were based on information taken from personal income tax returnsfiled
with the Department of Taxation for tax years 2001 and 2002. However, some of the estimates
were derived from secondary data sources, such asthe Internal Revenue Service and published
public financeresearch.

NOTE: Seepage4 for description of data source codes.

Exclusionsand Deductionsfrom Income

52.  Social security and railroad retirement benefits exemption
Ohio Revised Code 5747.01(A)(5), effective 1972

All social security and railroad retirement benefitsincluded in federal adjusted grossincome
may be excluded from the cal culation of Ohio adjusted grossincome.

Projected Revenue Gain from Repeal of Tax Expenditure

207 $176.5 million
207 $182.6 million
Theva ueof thistax expenditureinfiscal year 2006 isestimated at $178.2 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $184.5million.
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Individual | ncome Tax

53. Personal exemption deduction
Ohio Revised Code 5747.025, effective 2002

A deduction of $1,350 may beclaimed for thetaxpayer, taxpayer'sspouse, and each dependentin
tax year 2005. Thisdeduction will increase to $1,400 in 2006.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -----nmremmmmmmmmmeeemmmmmmee e $593.0 million
FY 2007 --nnmmmmemmmmmmmmmee e $619.6 million
Thevaueof thistax expenditureinfiscal year 2006 isestimated at $593.0 million.
Data Source Code: (A) Infiscal year 2007, theval ueisestimated at $619.6 million.

54.  Deduction for college savings programs
Ohio Revised Code 5747.01(A)(10) and 5747.70, effective 1999

A taxpayer may receiveadeduction, limited to $2,000 per beneficiary, for contributionsto either
the prepaid tuition or variabl e college savings programs.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -----nnrrmmmmmmmmmememmmmmmmeee e e -- $9.1 million
FY 2007 = mmmmmm o e e e $9.4 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $9.2 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $9.6 million.

55. Deduction for post secondary education tuition
Ohio Revised Code 5747.01(A)(18), effective 1999

Ataxpayer may claimadeduction, limited to $2,500 per year, for certain Ohioresidentsattending
an Ohio qualified school. Thedeductionislimited to amaximum $5,000 for the first two years
of post secondary eduction tuition.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 =====mmm e m e e oo e $14.8 million
FY 2007 =mmmmmmmmm e e e e e oo e $16.2 million

_ Thevalueof thistax expenditureinfiscal year 2006 isestimated at $15.3 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $16.8 million.




Individual Income Tax

56. Exemption for disability income
Ohio Revised Code 5747.01(A)(4), effective 1975

Disability incomeincluded infederal adjusted grossincomeisexcluded from the cal cul ation of
Ohio adjusted grossincome.

Projected Revenue Gain from Repeal of Tax Expenditure

0 $29.0 million
FY 2007 =-mmmmmmmmmmmmmmmmmmmmmee e $30.0 million

Thevaueof thistax expenditureinfiscal year 2006 isestimated at $29.9 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $30.9 million.

57. Deduction for contributionsto medical savings accounts
Ohio Revised Code 5747.01(A)(14), effective 1996

A taxpayer may receiveadeductionfor contributionsto and interest earned by amedical savings
account.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -------mmmmmmm oo oo oo e minimal
FY 2007 —-mmmmmmm oo o s e oo e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal |

58. Deduction for excess medical expenses
Ohio Revised Code 5747.01(A)(11), effective 1999

Qualifying taxpayers may claim a deduction for excess medical expenses above 7.5% of their
federal adjusted grossincome.

Projected Revenue Gain from Repeal of Tax Expenditure

00— $28.4 million
FY 2007 =-mmmmmmmmmm e e s e e e e e oo e e e $29.3 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $44.0 million.
Data Source Code: (A),(B) Infiscal year 2007, thevalueisestimated at $45.6 million.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.

45



Individual | ncome Tax

59. Deduction for taxpayersineligible for employer-sponsored medical plans
Ohio Revised Code 5747.01(A), effective 1999

Qualifyingtaxpayersineligibleto participatein an employer-sponsored medical plan may deduct
any amounts paid for medical careinsurance.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -----nnmrmmmmmmmmmee e e $16.7 million
FY 2007 -nnmmmmemmmmmmmmmmee e $17.0 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $19.7 million.
Data Source Code: (A),(C) Infiscal year 2007, thevalueisestimated at $20.0 million.

60. Deduction for long-term care insurance premiums
Ohio Revised Code 5747.01(A), effective 1999

A taxpayer may deduct the full amount of long-term health care (LT C) premiums.

Projected Revenue Gain from Repeal of Tax Expenditure

0 $10.5 million
FY 2007 --mmmmmmmmmmmmmmmmmmmme e $11.5 million
Thevaueof thistax expenditureinfiscal year 2006 isestimated at $12.3 million.
Data Source Code: (A) ,(C) Infiscal year 2007, thevalueisestimated at $13.6 million.
Credits

61. $20 personal exemption credit
Ohio Revised Code 5747.022, effective 1983

Taxpayer may claim a$20 credit for each personal exemption claimed.
Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 ------=== = mmmemm e s e e $183.5 million
O $184.1 million

_ Thevaueof thistax expenditureinfiscal year 2006 isestimated at $191.8 million.
Data Source Code: (A) Infiscal year 2007, theval ueisestimated at $192.2 million.
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Individual Income Tax

62. $50 senior citizen credit
Ohio Revised Code 5747.05(C), effective 1972

Senior citizens receive a $50 tax credit per return.
Projected Revenue Gain from Repeal of Tax Expenditure

. — $31.2 million
N S — $32.3 million

_ Thevalueof thistax expenditureinfiscal year 2006 isestimated at $35.9 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $37.2 million.

63. Retirement income credit
Ohio Revised Code 5747.055, effective 1983

Taxpayerswith qualifiedretirement incomeincluded in Ohio adjusted grossincomereceiveatax
credit up to $200.

Projected Revenue Gain from Repeal of Tax Expenditure

207 $121.9 million
207 $126.2 million
Theva ueof thistax expenditureinfiscal year 2006 isestimated at $139.0 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $143.9 million.

64. Resident credit for income taxed by another state
Ohio Revised Code 5747.05, effective 1972

Ohio residents may claim acredit for taxes paid to another state.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 --=-=====nmmmmmmm e oo e e e $96.1 million
FY 2007 =-mmmmmmmmem o s s e e e $99.5 million
Theva ueof thistax expenditureinfiscal year 2006 isestimated at $96.1 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $99.5 million.
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Individual | ncome Tax

65. Joint filer credit
Ohio Revised Code 5747.05(G), effective 1973

Taxpayersusing marriedfilingjoint statusmay claimajoint filing credit if each spousehasat | east
$500 in earned income.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 ===mmmmm e e e e e e e e e e $269.8 million
FY 2007 =mmmmmmmm e e e e e e e e e e $273.1 million

_ Thevaueof thistax expenditureinfiscal year 2006 isestimated at $280.0 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $283.1 million.

66. Dependent care credit
Ohio Revised Code Section 5747.054, effective 1988

Taxpayerswithqualifying child and dependent care expensesand incomebel ow $40,000 canclaim
acredit based on the federal dependent care credit.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 ===mmmmmm e e e e e e e e e e e $7.6 million
FY 2007 =mmmmmmmm s e e e e e e e e e $7.9 million

_ Thevalueof thistax expenditureinfiscal year 2006 isestimated at $10.4 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $10.8 million.

67. Lump sum retirement income credit
Ohio Revised Code 5747.055(C) through (E), effective 1972

Lump sum distributionsreceived on account of retirement from aqualified retirement plan may
begiven special tax treatment. Theentirebalanceintheaccount must bereceived during oneyear.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 ===mmmmmm e e e e e e e e e e e $1.5 million
FY 2007 =mmmmmmmm s e e e e e e e e e $1.5 million

) Thevalueof thistax expenditureinfiscal year 2006 isestimated at $6.2 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $6.4 million.
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Individual Income Tax

68. Lump sum distribution credit
Ohio Revised Code 5747.05(D), effective 1972

A taxpayer aged 65 or over who receivesalump-sum distribution from apension, retirement, or
profit-sharing plan on account of retirement or separation from employment is eligible for a
credit of $50 multiplied by the number of expected remaining life years.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 -------m-mmm e oo oo oo e minimal
FY 2007 --mmmmmmmmm oo oo minimal

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $1.4 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $1.4 million.

69. Displaced worker job training credit
Ohio Revised Code 5747.27 effective 1994

A taxpayer who paysfor hisor her own job training within 12 monthsof losing hisor her job due
toaplant closing may claimatax credit for thecost of thetraining. Thecreditisthelesser of $500
or 50 percent of the cost of training.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 ----m=mmmmm oo oo o oo oo e e e e -- $1.5 million
FY 2007 -nnmmmmemmmmmm e $1.5 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $1.7 million.
Data Source Code: (A) Infiscal year 2007, theval ueisestimated at $1.7 million.

70.  Campaign contribution credit
Ohio Revised Code 5747.29, effective 1995

Taxpayersmay receive acredit of up to $50 ($100 for ajoint return) for campaign contributions
to candidates running for statewide office, State Representative, or State Senator.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 ----===m=mmmmmmmm oo oo -- $4.6 million
0 $4.8 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $4.7 million.
Data Source Code: (A) Infiscal year 2007, theval ueisestimated at $4.8 million.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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71. Credit for adoption related expenses
Ohio Revised Code 5747.37, effective 1999

Taxpayersparticipatinginalegal adoption canreceiveapersonal incometax credit of upto $500
for adoption related expenses.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 ----m-mmmmmmm e oo o oo oo e minimal
FY 2007 —-mmmmmmmmmm e o e e e minimal
Data Source Code: (A) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimel |

72.  Ethanol plant investment credit*

Ohio Revised Code Section 5733.46, 5747.75, effective 2002
Investorsinacertified Ohio ethanol production plant may takeanonrefundablecredit equal tothe
lesser of 50 percent of the funds invested in the facility or $5,000.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 ==mmmmm e e e e e e e e $19.8 million
FY 2007 =mmmmmmm e e e e e e e e e $26.5 million

Thevaueof thistax expenditureinfiscal year 2006 isestimated at $26.5 million.
Data Source Code: (A),(B) Infiscal year 2007, thevalueisestimated at $26.5 million.

73.  Technology Investment Tax Credit (" Edison Center" Tax Credit)*
Ohio Revised Code Section 5747.33, 5733.35, 5727.41,5707.05, effective 1996

A tax credit is available for investors who provide capital for small, Ohio-based research and
devel opment and technol ogy transfer companies.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 ==mmmmm e e e e e e e e e $1.3 million
FY 2007 =mmmmmmm e e e e e e e e $1.3 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $1.3 million.
Data Source Code: (A),(B) Infiscal year 2007, thevalueisestimated at $1.3 million.

*  Thiscredit isalso available to qualifying corporate franchise taxpayers. The estimated amount of this credit attributable to
thefranchisetax isincluded in this estimate.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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Sales and Use Tax

Thesalesand usetax wasenactedin 1934 at arateof threepercent andwent into effect on January
27,1935. In1967 therate wasincreased to four percent. After atemporary five percent salestax
rate wasimposed during the period of January through June 1981, apermanent five percent rate
wasadoptedin November 1981. Until 1981 the salesand usetax wasrestricted tothesaleor rental
of tangible personal property. In November 1981 thetax base was extended to sel ected services.
Sincethen, additional services have been made subject to sales and usetax. Authority tolevy a
permissive sales tax was given to countiesin 1967, and to transit authoritiesin 1974.

Am. Sub. HB 95 (125th General Assembly; FY 2004-FY 2005 biennial budget bill) temporarily
increased the state sal es tax rate from five percent to six percent. Thistemporary increase was
imposed for the period of July 1, 2003 through June 30, 2005 (the FY 2004-FY 2005 biennium).
Therateisto revert back to five percent effective July 1, 2005. Therefore, this Tax Expenditure
Report assumes the state's rate reverts back to the five percent rate.

TaxBase
The sale and rental of tangible personal property and sel ected services.

TaxRate
Fivepercent. (Permissivesalestax may beimposedinany county at arate between 0.25 percent
and 3.0 percent; such taxes are not reflected in the figures provided in thisreport.)

Significant Changes Enacted by the 125th General Assembly

Am. Sub. HB 95 (125th General Assembly) made several changes to the sales and use tax
expenditures. First, the vendor's discount for timely remittance of sales tax was temporarily
increased from 0.75 percent to 0.90 percent of collectionsduring the FY 2004-FY 2005 period.
Thediscount rateisto revert back to the 0.75 percent rate on July 1, 2005, whichisthe discount
rate assumed to bein effect for thisreport. HB 95 also repeal ed the tax exemption for tangible
personal property used in minereclamation and theexemptionfor motor vehiclesusedinqualified
vanpool rideshare agreements, both effective July 1, 2003. In addition, the tax expenditure for
WAT S/800 number and sel ected other tel ecommunications services wasalsorepealedonJuly 1,
20083.

The bill broadened the tax expendituresfor prescription drugs and durable medical equipment,
effectiveduly 1, 2003. Thiswasdonetoaccommodatethe Streamlined SalesTax Project. Thebill
also removed |ocal telephone companiesfrom the tax exemption for tangible personal property
useddirectly inrendering apublic utility and placed theminthebroader tax exemptionfor tangible
personal property and services used in rendering atelecommunicationsservice. Thiswasdone
toaccommodatethe changeintaxation of local telephone services, whichwereremoved fromthe
public utility excisetax and subjected to thesalestax. Thebill also modified thetax expenditure
for transportation of persons and property, as the intra-state transportation of persons (i.e.,
taxicabs, charter buses, etc) became taxable effective August 1, 2003.
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Sales and Use Tax

HB 95 created three new sales tax expenditures. It exempted from the sales tax the sales of
telecommunications services used primarily to perform the functions of aqualified call-center.
It al so exempted sales of tangible personal property and services used for the maintenance and
repair of qualified fractionally-owned aircraft. Finally, it capsthetax onthe sum of theownership
shares on a qualified fractionally-owned aircraft to $800. All three of these tax expenditures
became effective July 1, 2003.

Salesand Use Tax Expenditure Estimates

The estimates shown below reflect the estimated gain to all state funds - specifically the state's
General Revenue Fund, theLocal Government Fund, and the Local Government RevenueAssis-
tance Fund - if thetax expenditureswererepealed asof July 1, 2005. The salestax expenditures
assume 96 percent of a full year's revenue gain would be realized from the repeal of a tax
expenditurein FY 2006 due to cash flow considerations.

In addition, the estimates incorporate other factors that would impact the tax expenditure's
revenueyield. Wehaveattempted toreflect theimpact of taxpayer behavior if thetax expenditure
wererepealed.! Because certain taxpayers may not comply (at least initially) with repeal of the
tax credit, exclusion or exemption, we have attempted to factor compliance issues into the
estimated revenueyield. We have al so attempted to reflect theimpact of possible" overlapping"
provisions(i.e., other credits, exclusionsor exemptionsavailabletothetaxpayer) that would al so
dampen the potential revenue gain of the repeal ed tax expenditure.

Numerousdatasourceswereused for thesetax expenditureestimates. Predominant usewasmade
of secondary data sources such as. the 1997 economic census and other rel ated economic census
data (US Census Bureau); statistical data published by other federal agencies; industry data
sources; and information produced by academic, public, and not-for-profit research institutes.

NOTE: Seepage4 for description of data source codes.

Theseestimatesreflect only thedirect taxpayer behavioral effectsonthat revenue sourceif thetax expenditurewererepeal ed.
Theestimatesdo not reflect potential " secondary" revenueimpactson other revenuesourcesthat may stemfromtheeconomic
change engendered by the repealed tax expenditure. That is, each sales and use tax expenditure reflects only the amount of
sales and use tax revenue generated from sales and use taxpayers losing the tax expenditure.
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74.  Copyrighted motion pictures and films
Ohio Revised Code 5739.01(B)(5), effective 1945

Rental or sale of copyrighted motion pictures for exhibition purposes, unless solely used for
advertising, isexempt from the salesand usetax. Rentalsof videotaped motion pictures, DVDs,
or similar itemsfor private home use are taxable.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 20086 ========nmmmm e e oo oo e e e e e minimal
L A minimal
Data Source Code: (B), (C) | Thevalueof thistax expenditurein fiscal year 2006 and 2007 isminimal. |

75. Value of motor vehicletrade-ins
Ohio Revised Code 5739.01(H)(2), effective 1981

Thevalue of vehiclestraded-in on the purchase of new motor vehiclesisexempt from salesand
use tax and may be deducted from the taxabl e base of the new motor vehicle.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 === === m e e $146.4 million
FY 2007 --mmmmmmmmmm e s e e oo e e oo e e e e $163.9 million

. Theva ueof thistax expenditureinfiscal year 2006isestimated at $167.3 million.
Data Source Code: (B) ’ (C) Infiscal year 2007, thevalueisestimated at $179.6 million

76. Refundable deposits on beverage containers
Ohio Revised Code 5739.01(H)(1), effective 1979

Refundabl e deposits on beverage containers are exempt from sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

A R minimal
e A minimal
Data Source Code: (C) Thevalueof thistax expenditureinfiscal year 2006 isestimated at $1.1 million.

Infiscal year 2007, thevalueisestimated at $1.1 million

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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77. Tangible personal property used or consumed
in commercial fishing
Ohio Revised Code 5739.01(E)(6), effective 1945

Purchasesof tangible personal property used or consumedincommercial fishingareexempt from
salesand usetax.

Projected RevenueGainfrom Repeal of Tax Expenditure
FY 2006 ----mmmmmmmmmm o m o mmmemeeeeeeeeeeee- minimal
FY 2007 —-mmmmmmm oo s e oo e minimal

Thevalueof thistax expenditureinfiscal year 2006 and 2007 isminimal.

Data Source Code: (B)

78.  Tangible personal property used or consumed in agriculture and mining
Ohio Revised Code 5739.01(E)(2), effective 1935

Purchasesof tangiblepersonal property used or consumed directly in producing aproduct sold by
mining, farming, agricultural, horticultural, or floricultural operations or in the production of
crude oil, mining, or natural gas are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 -----mmmmmmmm oo oo e o e $118.2 million
FY 2007 = mmmmmm e e e $142.3 million
Theva ueof thistax expenditureinfiscal year 2006 isestimated at $176.4 million.

Data Source Code: (B), (C) Infiscal year 2007, theval ueisestimated at $181.1 million.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.




Sales and Use Tax

79. Tangible personal property used directly in providing public utility services
Ohio Revised Code 5739.02(B)(43), effective 1935, revised 1987, 2000, 2003

Property and fuel used inthe production, transportation, or distribution of apublic utility service
or used in the repair and maintenance of machinery and equipment used directly in providing a
public utility serviceis exempt from the sales and use tax.

Projected RevenueGainfrom Repeal of Tax Expenditure
FY 2006 === mmmmmm e e e e e $14.6 million
FY 2007 === mmmm e e mm e e e e e $15.6 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $17.1 million.
Data Source Code: (A), (B) Infiscal year 2007, thevalueisestimated at $17.4 million.

80. Tangible personal property used to produce printed materials
Ohio Revised Code 5739.01(E)(7),(8) and (14), effective 1973

Machinery, equipment, and material used in the production for sale of printed, lithographic,
photostatic, or other graphic productions or re-productions, and of magazines distributed as
controlled circulation publications are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 === e e e e e e e $36.0 million
FY 2007 === mm e e e e e e e $41.6 million

Thevaueof thistax expenditureinfiscal year 2006 isestimated at $181.9 million.
Data Source Code: (B), (C) Infiscal year 2007, theval ueisestimated at $190.6 million.

81. Qualified tangible personal property used in making retail sales
Ohio Revised Code 5739.02(B)(36), effective 1935, revised 1992

Sales of advertising material or catalogs used or consumed in making retail salesthat price and
describe property, and sales to direct marketing vendors of materials to be primarily used in
printing advertising material and equipment primarily used to accept ordersfor direct marketing
retail sales, are exempt from the sales and use tax.

Projected RevenueGainfrom Repeal of Tax Expenditure
FY 2006 ====mmmmmmmm e e e e e e $58.4 million
FY 2007 === mmmmm e mm e e e e oo $66.1 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $73.9 million.
Data Source Code: (B), (C) | infiscal year 2007, theval ueisestimated at $75.7 million.

55



Sales and Use Tax

82. Salestothe state, any of its political subdivisions and to certain other states
Ohio Revised Code 5739.02(B)(1), effective 1935, revised 1994

Salesof supplies, equipment, or any other normally taxableitemto the State of Ohio, toany of its
political subdivisions, or to any state and its subdivisionsthat exempt from taxation salesto this
state and its subdivisions are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---=mmmmmmm oo oo $155.9 million
FY 2007 =-mmmmmmmm e e oo $161.8 million

Theva ueof thistax expenditureinfiscal year 2006 isestimated at $165.1 million.
Data Source Code: (B) Infiscal year 2007, thevalueisestimated at $164.3 million.

83. Food sold to students on school premises
Ohio Revised Code 5739.02(B)(3), effective 1937

Sales of food to studentsin acafeteria, dormitory, fraternity, or sorority maintained in aprivate,
public, or parochial school, college, or university are exempt from the sales and use tax.

Projected Revenue Gain from Repeal of Tax Expenditure

0 $15.7 million
FY 2007 =-mmmmmmmmmem e e s oo e oo e $17.3 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $19.8 million.
Data Source Code: (B),(C) Infiscal year 2007, thevalueisestimated at $20.9 million.

84. Newspapers
Ohio Revised Code 5739.02(B)(4), effective 1935

Newspapers purchased at places of business, vending machines, or through subscription and
published at | east bi-weekly are exempt from sales and use tax.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 =====mmm e m e e oo e $16.7 million
FY 2007 =mmmmmmmmm e e e e e oo e $18.7 million

_ Thevalueof thistax expenditureinfiscal year 2006 isestimated at $20.4 million.
Data Source Code: (B) Infiscal year 2007, thevalueisestimated at $20.8 million.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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85. Magazine subscriptions
Ohio Revised Code 5739.02(B)(4), effective 1935, revised 2002

M agazi ne subscriptionsand company newsl etters, organi zational magazines, or other controlled
circulation material are exempt from the sales and use tax. Individual magazine purchases of
magazinesaretaxable.

Projected Revenue Gain from Repeal of Tax Expenditure

10— $16.1 million
FY 2007 =-mmmmmmmmmem e e s e oo e e s $18.1 million
Thevaueof thistax expenditureinfiscal year 2006 isestimated at $19.8 million.
Data Source Code: (B) Infiscal year 2007, thevalueisestimated at $20.2 million.

86. Casual Sales
Ohio Revised Code 5739.02(B)(8), effective 1935

Sales of used items by persons not engaged in business, except for motor vehicles, watercraft,
outboard motors, snowmobiles, and all purpose vehicles are exempt from the sales and use tax.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 =--=-===n=nmnmmemmem e e oo oo e e e e e $33.0 million
FY 2007 =mmmmmmmmm e e e e e oo $37.2 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $373.7 million.
Data Source Code: (B) Infiscal year 2007, thevalueisestimated at $403.6 million.

87. Salesby churchesand certain non-profit organizations
Ohio Revised Code 5739.02(B)(9), effective 1961

Sales by churches, 501(c)(3) organizations, and to certain other non-profit organizations are
exempt fromthesalesand usetax, if the number of dayson which salesare made doesnot exceed
six inany calendar year.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---=mmmmmm e oo oo $18.9 million
FY 2007 =-s=smememmmmem e e e e e e e e e e e e e $22.3 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $22.6 million.
Data Source Code: (B) Infiscal year 2007, thevalueisestimated at $24.2 million.
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88.  Transportation of personsor property
Ohio Revised Code 5739.02(B)(11), effective 1935, revised 2003

Transportation of property and qualifiedtransportation of personsisexempt fromthesalesand use
tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
0 $167.4 million
FY 2007 =-mmmmmmmm e e oo $191.3 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $208.3 million.
Data Source Code: (B) Infiscal year 2007, theval ueisestimated at $216.3 million.

89. Salesto churchesand certain other typesof non-profit organizations
Ohio Revised Code 5739.02(B)(12), effective 1935, revised 1993, 1994

Salesto churches, 501(C)(3) organizations, and certain other types of non-profit organizations
are exempt from the sales and use tax.

Projected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---=mmmmmmm oo oo $200.1 million
0 $225.7 million

. Thevalueof thistax expenditureinfiscal year 2006 isestimated at $239.0 million.
Data Source Code: (B) Infiscal year 2007, thevalueisestimated at $245.0 million.

90. Building and construction materials used in tax exempt structures
Ohio Revised Code 5739.02(B)(12), effective 1959, revised 1994

Building and construction material sold to contractors for incorporation into real property

constructedfor federal, state, andlocal governments; religiousinstitutions; non-profit organiza-

tions; horticultural and livestock industries; and certain other organizationsare exempt fromthe
salesand usetax.

Projected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 ----=mmmmmmmmm o oo oo e $149.2 million

FY 2007 —-mmmmmmm o s oo $175.1 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $213.5million.
Infiscal year 2007, thevalueisestimated at $227.5million.

Data Source Code: (B)

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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91. Shipsand rail rolling stock used in interstate and foreign commer ce
Ohio Revised Code 5739.02(B)(14), effective 1938, revised 1996

Salesof ships, vessels, andrail rolling stock used principally ininterstate or foreign commerce,
and repairs, alterations, fuel, and lubricants for such ships, vessels, and rail rolling stock are
exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 ----mmmmmmmmmm s o mmmmmmmeeeeeeeeeee- minimal
FY 2007 —-mmmmmmm oo s e oo minimal
Data Source Code: (C) Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

92. Packagingand packaging equipment
Ohio Revised Code 5739.02(B)(15), effective 1961, revised 2000

Packaging material sand packaging equipment, including | abeling material sand | abeling equip-
ment, soldto manufacturersand other qualified businessesareexempt fromthesalesand usetax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
00 $275.7 million
FY 2007 =-mmmmmmmm oo o oo $312.6 million

Thevaueof thistax expenditureinfiscal year 2006 isestimated at $346.7 million.
Data Source Code: (B) Infiscal year 2007, theval ueisestimated at $357.1 million.

93. Emergency and fire protection vehicles
Ohio Revised Code 5739.02(B)(20), effective 1965, revised 2000

Salesof emergency and fireprotection vehiclesand equi pment to non-profit organizationsfor use
solely in providingfireprotection and emergency services, including traumacare and emergency
medical services, to political subdivisions are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 =---m=nmmmmmmmmmm s e e oo e e o e e e minimal
0 e minimal
Data Source Code: (B), (C) Thevalueof thistax expenditureinfiscal year 2006 and 2007 isminimal.

Minimal isdefined asbel ow $1,000,000 per year revenueimpact.
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94.  Salesof property used in non-profit presentationsof music, dramatics, thearts, and
related fields
Ohio Revised Code 5739.02(B)(12), effective 1982

Tangible personal property used by non-profit community centersthat produce or make presen-
tations in music, dramatics, the arts, and related fields to foster public interest and education
therein are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 ----mmmmmmmmmm s mmmmmmmeeeeeeeeeeeeee- minimal
FY 2007 —-mmmmmmm oo s e oo minimal
Data Source Code: (B) Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

95. Motor vehicles sold in Ohio for use outside the state
Ohio Revised Code 5739.02(B)(23), effective 1971

Motor vehicles sold in Ohio to non-residents and immediately removed from Ohio and are
registered outside of Ohio are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 -----mmmmmmmm o oo o e e $26.3 million
FY 2007 = mmmmmm e oo o e $26.8 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $48.2 million.
Data Source Code: (B) Infiscal year 2007, thevalueisestimated at $48.6 million.

96. Agricultural property (use on use)
Ohio Revised Code 5739.02(B)(17), effective 1961

Salesto persons engaged in farming, agriculture, horticulture, or floriculture of property that is
used directly in the production of property that, in turn, is used directly in the production of a
product for sale are exempt from sales and use tax ("use on use").

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

A R minimal
A e minimal
Data Source Code: (B) Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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97. Property for usein aretail business outside of Ohio
Ohio Revised Code 5739.02(B)(21), effective 1968

Property manufactured in Ohio and sold to aretailer for usein theretailer’s business outside of
Ohio is exempt from the sales and use tax if possession of the property is taken in Ohio and
Immediately removed from the state in avehicle owned by the purchaser.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

A R minimal
e A minimal
Data Source Code: (A) Thevalue of thistax expenditurefor fiscal year 2006 and 2007 isminimal.

98. Sales to non-commercial educational broadcast stations
Ohio Revised Code 5739.02(B)(12), effective 1981

Salesto non-commercial educational radio or television broadcasting stations are exempt from
the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

e A e minimal
FY 2005 --=-mmnmmmmmee oo e e e e e e e e e e e e e e minimal
Data Source Code: (B) Theva ueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

99. Salesof animals by non-profit animal shelters
Ohio Revised Code 5739.02(B)(28), effective 1981

Sales of animalsby non-profit animal sheltersand county humane societies are exempt from the
salesand usetax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

A R minimal
e A minimal
Data Source Code: (C) Theva ueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

Minima isdefined asbelow $1,000,000 per year revenueimpact.
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100. Itemsused in storing, preparing and serving food
Ohio Revised Code 5739.02(B)(27), effective 1981

Tangible personal property used in preparing, storing, or serving food in a commercial food
establishment, and used to clean or maintain such items, is exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---=mmmmmm oo e oo -- $7.6 million
e O -- $9.1 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $20.5 million.
Data Source Code: (B) Infiscal year 2007, theval ueisestimated at $20.9 million.

101. Property used in air, noise, or water pollution control
Ohio Revised Code 5709.25, 6111.37, effective 1965

Tangible personal property used inindustrial air, noise, or water pollution control facilities by
holders of pollution control certificates is exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ----mmmmmm oo o e oo --$2.2 million
FY 2007 =-mmmmmmmm e oo oo --$2.3 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $2.3 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $2.3 million.

102. Bulk water for residential use
Ohio Revised Code 5739.02(B)(25), effective 1978

Sales of water (mainly delivered by truck to rural areas) for residential use, except for sales of
bottled, mineral, or carbonated water, or of ice, are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

A R minimal
A e minimal
Data Source Code: (B) Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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103. Property used in energy or waste conversion facilities
Ohio Revised Code 5709.501, effective 1978

Tangible personal property used in energy conversion, solid waste conversion, or thermal
efficiency improvement facilities by holders of energy conversion or thermal efficiency im-
provement certificates is exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

A R minimal
R A minimal
Data Source Code: (A) Thevalue of thistax expenditurefor fiscal year 2006 and 2007 isminimal.

104. 0.75 percent discount for vendors
Ohio Revised Code 5739.12, 5741.12, effective 1981, revised 1993, 2003

A 0.75 percent discount on salestax collected by vendors and use tax collected by out-of-state
registered sellersis granted if the tax dueis remitted by the due date of tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---=mmmmmm e oo $43.4 million
FY 2007 =-mmmmmm e oo $45.9 million

Theva ueof thistax expenditureinfiscal year 2006 isestimated at $44.9 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $47.1 million.

105. Agricultural land tile and portable grain bins
Ohio Revised Code 5739.02(B)(30) and (31), effective 1985

Landtilefor drainage purposeson land used for farming and agriculture, and portable grain bins
used by aperson engaged in farming or agriculture, are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

A R minimal
e A minimal
Data Source Code: (B) Thevalue of thistax expenditurefor fiscal year 2006 and 2007 isminimal.

Minimal i sdefined asbel ow $1,000,000 per year revenueimpact.
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106. Prescription drugs and selected medical supplies
Ohio Revised Code 5739.02(B)(18), effective 1961, 1981, 2003

Salesof prescriptiondrugs; insulin, urine, blood testing equipment, and hypodermic needlesand
syringes used by diabetics; epoetin alfawhen used for individual swith end-stage renal disease;
hospital beds, oxygen, and respiratory equipment used by individuals for medical purposes are
exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---nmmmmmmmmm e e e e e $200.9 million
0 $247.7 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $413.8 million.
Data Source Code: (B) Infiscal year 2007, theval ueisestimated at $463.4 million.

107. Artificial limbs, prostheses, wheelchairs, and other durable medical equipment
Ohio Revised Code Section 5739.02(B)(19), effective 1973, revised 1978, 2001, 2003

Sales of prosthetic devices, durable medical equipment, for home use, or mobility enhancing
equi pment when made pursuant to aprescription and when such devicesor equipment arefor use
by ahuman being are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---=mmmmmmm e oo oo -- $5.7 million
e O -- $6.6 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $7.2 million.
Data Source Code: (B) Infiscal year 2007, theva ueisestimated at $7.5 million.

108. Property used in preparing eggs for sale
Ohio Revised Code Section 5739.02(B)(24), effective 1974

Equipment and suppliesused for the cleaning, sorting, preserving, handling, and packaging of eggs
for sale are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ----mmmmmm oo o e oo -- $1.2 million
e O -- $1.3 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $1.6 million.
Data Source Code: (B) Infiscal year 2007, theval ueisestimated at $1.6 million.




Sales and Use Tax

109. Salestoveterans headquarters
Ohio Revised Code Section 5739.02(B)(33), effective 1986

Salesto the state headquarters of any veteran organization chartered by Congress or recognized
by the Department of VeteransAffairs are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 ----mmmmmmmmmm s mmmmmmmeeeeeeeeeeeeee- minimal
FY 2007 —-mmmmmmm oo s e oo e minimal
Data Source Code: (A), (B) Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

110. Property and services sold to providers of telecommunication services
Ohio Revised Code Section 5739.02(B)(34), effective 1987

Salesto atelecommunications service provider of tangible personal property and services used
primarily in the provision of such services are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---=mmmmmm e oo $47.3 million
FY 2007 =-mmmmmm e oo $46.9 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $53.3 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $50.6 million.

111. Property used primarily in manufacturing tangible per sonal property
Ohio Revised Code 5739.01(E)(2) and (9), effective 1935, 1990

Machinery, equipment, supplies, and fuel used primarily inamanufacturing operationto produce
tangible personal property, and raw materials incorporated into tangible personal property by
manufacturing, assembling, or processing for sale, are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
0 $1,794.7 million
0 $2,054.5 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $4,992.9 million.
Data Source Code: (B) Infiscal year 2007, theval ueisestimated at $5,119.8 million.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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Sales and Use Tax

112. Investment coinsand metal bullion
Ohio Revised Code 5739.02(B)(35), effective 1989

Sales of investment metal bullion and investment coins are exempt from the sales and use tax.
Projected Revenue Gainfrom Repeal of Tax Expenditure

A R minimal
R A minimal

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $1.0 million.
Data Source Code: (B) Infiscal year 2007, thevalueisestimated at $1.0 million.

113. Value of watercraft trade-ins
Ohio Revised Code 5739.01(H)(3), effective 1990

Thevalue of any watercraft, watercraft and trail er, or outboard motor traded-in on anew or used
watercraft or outboard motor sold by alicensed watercraft deal er isexempt fromthe salesand use
tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---=mmmmmmm e oo oo -- $4.6 million
e O -- $4.9 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $5.1 million.
Data Source Code: (B) Infiscal year 2007, theval ueisestimated at $5.3 million.

114. Salesto facilities financed with public hospital bonds
Ohio Revised Code 140.08, effective 1971

Salesto homesfor the aged or hospital facilitiesfinanced with public hospital bonds are exempt
from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 === m e e m e e oo e e minimal
FY 2007 === e e e m e e e e e e e e minimal
Data Source Code: (A) Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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Sales and Use Tax

115. Tangible personal property used in research and development
Ohio Revised Code 5739.01(E)(11), effective 1993

Qualifiedtangiblepersonal property usedin research and devel opment equi pment isexempt from
the salesand use tax.

Projected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---nmmmmmmm oo e e $123.6 million
FY 2007 =-mmmmmmmm e e oo $128.8 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $134.2 million.
Data Source Code: (B) Infiscal year 2007, theval ueisestimated at $134.2 million.

116. Property used in highway transportation for hire
Ohio Revised Code 5739.02(B)(32), effective 1985

The sale, lease, repair, and maintenance of, parts for, and items attached to or incorporated in
motor vehiclesprimarily used in transporting personal property by aperson engaged in highway
transportation for hire, are exempt from the sales and use tax.

Projected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 =--=-===n=nmnmmemmem e e oo oo e e e e e $16.1 million
FY 2007 =-mmmmmm e oo $18.6 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $19.6 million.
Data Source Code: (B), (C) Infiscal year 2007, thevalueisestimated at $20.6 million.

117. Property used to fulfill a warranty or service contract
Ohio Revised Code 5739.01(E)(13), effective 1994

Partsand labor used to fulfill awarranty that is provided as part of the price of tangible personal
property sold, or tofulfill awarranty, maintenance, or servicecontract inwhichthevendor of such
warranty or contract agreesto repair or maintain the consumer's tangible personal property, are
exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---=mmmmmm e oo oo $44.3 million
FY 2007 =-mmmmmmmm e oo $47.6 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $46.2 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $47.6 million.
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Sales and Use Tax

118. Equipment used in private warehouses and distribution centerswith inventory to
be shipped out of state
Ohio Revised Code 5739.01(E)(12), effective 1994

Equipment purchased to use primarily in storing, transporting, mailing, or otherwise handling
purchased sal esinventory inawarehouse, distribution center or similar facility whentheinventory
Is primarily distributed outside this state either to the retail stores of the person who owns or
controlsthe warehouse or distribution center or to customers when the warehouseis owned by
amail order business, is exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---=mmmmmmm oo e oo -- $5.7 million
e O -- $6.9 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $7.1 million.
Data Source Code: (B) Infiscal year 2007, thevalueisestimated at $7.7 million.

119. Twenty-five percent sales tax refund for purchases of qualified tangible personal
property by electronic information service providers
Ohio Revised Code 5739.071, effective 1993

Electronic information service providers are granted a 25 percent refund of the sales or use tax
paid on purchasesof computers, computer peripherals, software, telecommuni cationsequi pment,
and related equipment. The property must be used primarily to acquire, process, or store
information for business customers or disseminate information to such customers.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ----nmmmmmmm e oo e $2.9 million
FY 2007 =mmmmmmmmm e e e e $2.9 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $2.9 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $2.9 million.
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Sales and Use Tax

120. Salesof computersand computer equipment to certified teachers
Ohio Revised Code 5739.02(B)(39), effective 1997

Sales of personal computers, computer keyboards, computer monitors, modems, and other
peripheral computer equipment purchased by alicensed or certified teacher in this state for use
by that individual inthepreparationfor teaching primary or secondary school studentsareexempt
from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

A R minimal
e A minimal
Data Source Code: (A) Thevalue of thistax expenditurefor fiscal year 2006 and 2007 isminimal.

121. Salesof qualified tangible personal property to qualified motor racing teams
Ohio Revised Code 5739.02(B)(40), effective 1997

Sales of motor racing vehicles, repair services for motor racing vehicles, and items of property
that are attached to or incorporated in motor racing vehicles of professional racing teams are
exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2006 === mm e m oo oo o e e minimal
FY 2007 —-mmmmmm oo e s e e o e e minimal
Data Source Code: ( A) Thevalue of thistax expenditurefor fiscal year 2006 and 2007 isminimal.

122. Drugsdistributed to physicians as free samples
Ohio Revised Code 5741.02(C)(7), effective 2001

Drugsdistributed to physicianslicensed to prescribe, dispense, and administer drugsto aperson
inthe course of professional practice, and that by law may bedispensed only by or upon the order
of that physician are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---=-mmmmmm o oo oo -- $5.1 million
FY 2007 =-mmmmmmmm e oo oo -- $5.6 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $5.6 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $5.9 million.

Minimal isdefined asbel ow $1,000,000 per year revenueimpact.
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Sales and Use Tax

123. Qualified used manufactured and mobile homes
Ohio Revised Code 5739.02(B)(41),5741.02(C)(6), effective 2000

Sales of qualified used manufactured and mobile homes are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

L A R -- $1.8 million
0 -- $1.9 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $2.0 million.
Data Source Code: (C) Infiscal year 2007, thevalueisestimated at $2.0 million.

124. Sales of tangible personal property and services to providers of electricity
Ohio Revised Code 5739.02(B)(42), effective 2000

Sales of tangible personal property and services to a provider of electricity used or consumed
primarily in generating, transmitting, or distributing electricity for use by others, including
property that isor isto beincorporated into and will become part of the consumer's production,
transmission, or distribution system and that retains its classification of tangible personal
property after incorporation; fuel or power usedinthe production, transmission, and distribution
of electricity; and tangiblepersonal property usedintherepair and maintenanceof theproduction,
transmission, and distribution of electricity are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure

FY 2004 ---ommmmmmmmm o s s e e $188.1 million
FY 2005 =-m-mmmmmmmmm o s s oo e e $207.4 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $212.8 million.

Data Source Code: (A),(B) Infiscal year 2007, theval ueisestimated at $225.0million.

125. Sales of tangible personal property and services for maintenance and repair of
qualified fractionally-owned air cr aft
Ohio Revised Code 5739.02(B)(45), effective 2003

Sales of services and replacement and modifying partsfor engines, airframes, instruments, and
interiorsin, and paint for, aircraft inaqualified fractional aircraft ownership program areexempt
from the sales and use tax.

Projected RevenueGainfrom Repeal of Tax Expenditure

FY 2006 -----mmmmmmmmm oo o e e minimal
FY 2007 —-mmmmmmm i m oo s e oo minimal
Data Source Code: (A) Thevalue of thistax expenditurefor fiscal year 2006 and 2007 isminimal.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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Sales and Use Tax

126. $800 tax cap on the sum of the shareson a qualified fractionally-owned air cr aft
Ohio Revised Code 5739.025(G), effective 2003

Thesalestax onthesum of thesharesof aqualifiedfractionally-owned aircraft shall beamaximum
of $800 and be allocated to each fractional owner by the percentage of the salesthe owner hasin
that fractionally-owned aircraft.

Projected RevenueGainfrom Repeal of Tax Expenditure

FY 2006 ---nnnmmmrmmmmmmmemmmmmmee e mmme e e -- $3.1 million
0 -- $3.5 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $3.7 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $3.8 million.

127. Sales of telecommunications services used primarily to perform the functionsof a
qgualified call center.
Ohio Revised Code 5739.02(B)(46), effective 2003

The sales of telecommunications services that are used directly and primarily to perform the
functions of aqualified call center are exempt from the sales and use tax.

Proj ected Revenue Gainfrom Repeal of Tax Expenditure
FY 2006 ---nmmmmmm e oo oo $45.4 million
FY 2007 =-mmmmm e oo $49.0 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $54.3 million.
Data Source Code: (A),(B),(C) | Infiscal year 2007, thevalueisestimated at $54.3 million.
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Domestic and Foreign Insurance Premium Tax

Thedomesticinsurancetax wascreated in 1830 with a4.0 percent property tax ondividendspaid
by insurance companies. 1n 1933, theinsurance companies tax was changed to tax the lesser of
0.2 percent on capital and surplusor 1.67 percent of gross premiums. The franchise tax rate on
gross premiumsincreased to 2.5 percent in 1971. Thetax rate on capital and surplusincreased
to 0.6 percent in 1981.

The foreign insurance tax was created in 1830, with a 4.0 percent property tax on profits from
premiums. 1n 1852, theval ue of gross premiums(rather than profitsfrom premiums) wassubject
to thetax. In 1888, a supplemental tax was levied on gross premiums, and when added to the
property tax it produced an effective tax rate of 2.5 percent on gross premiums. A direct 2.5
percent gross premiums tax was created in 1902.

Amended Substitute House Bill 215 of the 122nd General A ssembly made numerous changesto
thedomestic and foreigninsurance premiumtaxes, including changesto theratesand bases of the
twotaxes. Thesechangeswerefully phasedinby tax year 2003, at whichtimethetwo taxesshared
the same base (gross premiums) and tax rate (1.4 percent). The bill also established a small
insurers' tax credit, along with aminimum tax of $250.

TaxBase
The domestic and foreign insurers' tax base is the gross amount of premiums covering risksin
Ohio, less specified deductions.

TaxRate
Domestic and foreign insurers are taxed at 1.4 percent of gross premiums.

Insurance Premium Tax Expenditure Estimates

Each figure shown bel ow reflectsthe estimated revenue gain to the state general revenuefund if
the tax expenditure were repealed as of July 1, 2005. Insurance companies use a calendar year
measurement period for purposes of computing the insurance premium tax. Asaresult, itis
assumed that each taxpayer would be affected by therepeal ed creditsbeginningwithitsfiscal year
2006 tax payments, and thustherewoul d be no correspondingimpact ontax revenuecash flow for
fiscal year 2006.

Datafor thesetax expendituresarefrom special computer runscompl eted by the Ohio Department

of Insuranceand from dataprovided by the Ohio Lifeand Health Guaranty A ssociation. Assistance
wasal so provided by these organi zationsregarding the projected growth of thesetax expenditures.

NOTE: Seepage4 for description of data sour ce codes.
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Domestic and Foreign Insurance Premium Tax

128. Ohio Lifeand Health Guaranty Association contribution credit
Ohio Revised Code 3956.20, effective 1989

Members of the Ohio Life and Health and Guaranty A ssociation who make contributionsto
arepayment fund used to pay Ohioans holding insurance policies with bankrupt companies
are able to use up to 20 percent of their assessments as a credit on the state franchise or
premium tax return for aperiod of five years.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 --------=-mmm oo minimal
FY 2007 - mmm oo oo minimal
Data Source Code: (C) | Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal. |

129. Deduction for premiumsreceived from qualified small business alliances
Ohio Revised Code 1731.07; effective 1993, 1997

Premiums or other charges received from or on the behalf of an enrolled small employer and
eligibleemployeesandretireesunder ahealth benefit plan provided by aninsurer under aqualified
alliance program may be deducted from insurer's gross premiums.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2008 ------nrmnmmmmmmmemmmmmmmmeee e ---- $7.8 million
FY 2007 ---nnmmmemmmmmmmmmee e e ---- $8.2 million
Data Source Code: (B) Thevalueof thistax expenditureinfiscal year 2006 isestimated at $7.8 million.

Infiscal year 2007, thevalueisestimated at $8.2 million.

130. Credit for small insurers
Ohio Revised Code 5729.031, effective 1999

A foreign or domesti cinsurance company or insurance company group, withlessthan $75million
in premiums sold in all states by the company or group, may take atax credit of up to $200,000
against their foreign or domestic insurance premium tax liability.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 --------mmm oo oo oo ---- $3.9 million
FY 2007 ---nnmmmemmmmmmmmmee e e ---- $3.9 million
Data Source Code: (B) Thevalueof thistax expenditureinfiscal year 2006 isestimated at $3.9 million.

Infiscal year 2007, thevalueisestimated at $3.9 million.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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Estate Tax

Theinheritancetax wasenacted in 1893 and levied on individual successionsto property within
theestate. In 1968, thisinheritance tax wasrepeal ed and an estate tax waslevied, shifting thetax
base from individual heirsto the decedent's estate.

For estates with dates of death on or after January 1, 2002, 80 percent of the tax liability is
distributed to the municipal corporation or township inwhich the assets of the estate arelocated
and 20 percent is distributed to the state.

Tax Base

The taxable estate is the market value of the gross estate | ess debts and expenses.

Tax Rates
TaxableEstateValue Brackets Tax Ratel mposed
0 - $ 40,000 2% of Taxable Estate Value
$40,001 - 100,000 $800 + 3% of excessover $40,000
100,001 - 200,000 1,600 + 4% of excess over 100,000
200,001 - 300,000 2,600 + 5% of excess over 200,000
300,001 - 500,000 11,600 + 6% of excess over 300,000
500,001and over 23,600 + 7% of excess over 500,000

Estateswith taxable value at or below $338,333 ar e exempt from the estate tax dueto the
maximum $13,900 credit available to each estate.

Estate Tax Expenditure Estimates

Each figure shown bel ow reflectsthe estimated revenue gain to the state general revenue fund if
the tax expenditure wererepealed as of July 1, 2005. Estatesarerequiredtofileareturnwithin
ninemonthsof the decedent'sdate of death, with each estate being granted an automatic extension
of threemonths. Thetax iscollected at the county level, and then distributed to the statein semi-
annual settlements. Thesetwo effectswould delay any significant staterevenueimpact until fiscal
year 2007.

Datafor these estimates are based upon estate tax returns finalized during fiscal year 2004.

NOTE: Seepage4 for description of data source codes.
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Estate Tax

131. $13,900 Credit for each estate
Ohio Revised Code 5731.02 (B), effective 1983, revised 2000

Estates with dates of death on or after January 1, 2002 are allowed a credit equal to the lesser of
$13,900 or the amount of the tax.

Projected Revenue Gain from Repeal of Tax Expenditure
FY 2006 ---=mmmmmm e oo e -- $0.0 million
FY 2007 =-mmmmmmmm e oo $20.0 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $48.4 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $52.3 million.

132. Marital deduction
Ohio Revised Code 5731.161, effective 1983

Theportion of the estate passed onto the surviving spouse may be deducted fromthegrossestate
value.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 ---nnnmmmrmmmmmmeemmmmmmee e mmme e e -- $0.0 million
0 -- $9.2 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $24.0 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $24.0 million.

133. Bequeststo charitable, religious, etc. organizations
Ohio Revised Code 5731.17, effective 1968

Qualified charitable contributions may be deducted from the gross estate val ue.
Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 ---=-=-=mnmemmememm e oo e oo e e e e -- $0.0 million
0 -- $2.3 million

Thevalueof thistax expenditureinfiscal year 2006 isestimated at $6.8 million.
Data Source Code: (A) Infiscal year 2007, thevalueisestimated at $6.8 million.
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Estate Tax

134. Deduction for qualified family-owned business interests
Ohio Revised Code 5731.20, effective 2000

A deduction of up $675,000 of a decedent's interest in a qualified family-owned business is
allowed against the gross estate val ue.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 =--=-===n=nmnmmmmmmmmm e e e e e e e e e e minimal
e minimal
Data Source Code: (A) Thevalueof thistax expenditurefor fiscal year 2006 and 2007 isminimal.

135. Funeral and administration expenses and debts claimed against the estate
Ohio Revised Code 5731.16, effective 1968

Funeral and administration expenses and debts claimed agai nst the estate may be deducted from
the gross estate value.

Projected Revenue Gain from Repeal of Tax Expenditure

FY 2006 -----nmmrrmmmmmmmmmemmmmmmmmmee e -- $0.0 million
0 -- $2.2 million
Thevalueof thistax expenditureinfiscal year 2006 isestimated at $5.7 million.
Data Source Code: (A) Infiscal year 2007, theval ueisestimated at $5.7 million.

Minimal isdefined asbelow $1,000,000 per year revenueimpact.
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