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Highlights
I N R
State General Revenue Fund
Net loss totaling

Revenues SO Loss of $4 million $66 million through
FY 2033

Local Government and Public Library funds (counties, municipalities, townships, and public libraries)

Net loss totaling
Revenues SO Loss of $140,000 $2.3 million through
FY 2033

Note: The fiscal year for the state, school districts, and certain other local governments runs from July 1 through June 30 and is designated by
the calendar year in which it ends. For other local governments, the fiscal year is identical to the calendar year.

®  The bill incorporates into Ohio income tax law changes made to the federal Internal
Revenue Code (IRC) since February 17, 2022. Personal income tax (PIT) receipts will be

affected beginning with tax year (TY) 2023, and the revenue effect will begin in FY 2024
when TY 2023 PIT returns are filed.

®  The bill declares itself an emergency measure that will go into immediate effect.
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Detailed Analysis

The bill incorporates into Ohio income tax law changes to the federal Internal Revenue Code
(IRC) made since February 17, 2022, including those by two acts of U.S. Congress, the “Inflation
Reduction Act of 2022” (IRA), and the “Consolidated Appropriations Act, 2023” (CAA 2023).

In general, Ohio tax law incorporates by reference parts of the IRC and other federal laws.
Periodicamendments to federal law do not become part of Ohio law unless they are incorporated
by an act of the General Assembly. Several provisions in IRA and CAA 2023 modified the definition
of federal adjusted gross income (FAGI) and these actions materially affect the tax base for some
Ohio taxpayers. FAGI is the starting point for determining Ohio adjusted gross income (FAGI with
certain additions and deductions), Ohio taxable income, and other elements of the Ohio tax base.

The following are the most significant of the federal changes in the IRA affecting Ohio law:

" Extends limitations on excess business losses and excess farm losses from January 1, 2027,
to January 1, 2029;

" Increases the current maximum deduction per square foot for energy efficient
commercial buildings.

The most significant changes in the CAA 2023 affecting Ohio law involve the tax treatment
of retirement distributions and contributions. Below are some examples of incorporated
provisions:

" Increases the age of the required beginning date for mandatory retirement account
distributions from 72 to 73 in 2023, and then to age 75 in 2033.

" Authorizes tax-free rollovers of up to $35,000 from 529 education savings plans to Roth
individual retirement accounts.

" Authorizes up to $1,000 withdrawals from tax-preferred retirement plans for certain
emergency expenses without triggering the standard 10% penalty. (This penalty increases
a taxpayer’s FAGI.)

®  Requires automatic enrollment and yearly escalation of employee contributions into
retirement plans started after December 29, 2022.

Fiscal effect

The Joint Committee on Taxation (JCT) separately estimated both federal bills’ impact on
federal tax revenues. Their projections served as the basis for estimating the overall income gains
and losses attributable to the respective provisions. LBO staff assume Ohio taxpayers would claim
3.5% of this U.S. income total. Under this scenario, S.B. 10 would reduce FY 2024 personal income
tax (PIT) receipts by more than $4 million, and over the following nine years, the net PIT revenue
effect would be losses totaling $68 million. The GRF would bear 96.68% of any PIT revenue loss
starting in FY 2024 under current law, while the Local Government Fund and Public Library Fund
would each bear 1.66% of any such revenue loss.
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