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January 31, 2013

Re: LR 12-102; Oklahoma Equal Opportunity Education Scholarship Act

Dear

This 15 in response to your inquiry dated December 4, 2012, wherein you requested a letter
ruling on behalf of regarding the Oklahoma Equal Opportunity
Education Scholarship Act (68 O.S. § 2357.206). What follows is verbatim your facts; questions
posed and our responses thereto.

FACTS / QUESTIONS POSED

1. Timing of credit - Per our understanding of the statute, use of the initial credit earned by the
taxpayer making a contribution to a scholarship granting organization (*“SGO™) in 2012 is
deferred and may not be used until such taxpayer files an income tax return for taxes accrued
on or after 2013. Please confirm our understanding of this deferral or correct it. Also, if a
taxpayer contributes to a SGO in both 2012 and 2013, will such taxpayer be able to utilize
both credits in 20137 For example, if a Married Filing Joint taxpayer earns a $2,000 tax
credit as a result of a 2012 contnibution to a SGO and earns a $2,000 tax credit as a result of a
2013 contnbution to a SGO, wil] that taxpayer be able to claim a total credit of $4,000 on
such taxpayers 2013 Oklahoma income tax return?

2. Business entity contribution - Please confirm the amount of tax credit to which a legal
business entity that is a “Pass Through” entity (i.e. partnership, LLC Subchapter S
Corporation, etc.) would be limited. If the “Pass Through” entity creates $100,000 in tax
credits for the year and “Passes Through” all such credits to an individual on the Oklahoma
K-1, will such individual be able to claim the full amount (1.e. $100,000) as a credit on his

individunal income tax retum?

3. Single Member LLC - Please confirm that the $100,000 annual limitation on tax credits
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available under the statute to a legal business entity for contributing to a SGO applies to a
limited liability company owned by a single member (a “Smgle Member LLC”), such that the
single member qualify to receive and use the full amount of tax credit of a business and 1s not
limited to the individual credit amount, sing the activity of the Single Member LLC is
reported on the individual’s tax return.

OTC RESPONSE:

1. Timing of credit - Taxpayers that contribute to eligible scholarship granting organizations in
both 2012 and 2013, will be able to claim credits based on their 2012 and 2013 contributions
on their tax year 2013 Oklahoma income tax return.

2. Business entity contribution - Pass-through entities that create tax credits can pass such
credits through to an mdividual on the Oklahoma K-1; however, the individual imitations of
either $1,000 for single filers or $2,000 for married joint filers would apply, regardless of
how much credit the pass-through entity generated.

3. Single Member LL.C — A single member LLC is a business entity ablc to generate up to
$100,000 in tax credits based on contributions to eligible scholarship granting organizations;
however, the individual taxpayer limitations outlined in answer (2) above would also apply.

This response applies only to the circumstances set out in your request of December 4, 2012.
Pursuant to Commission Rule 710:1-3-73(e), this Letter Ruling may be generally relied upon only by
the entity to whom it is issued, assuming that all pertinent facts have been accurately and completely
stated, and that there has been no change in applicable law.

Please be advised that the issuance of this ruling does not preclude the Oklahoma Tax
Commission from conducting an audit ot examination under 68 Okla. Stat. §206 of any report or
return claiming a credit for the transactions outlined in this letter ruling. The Commission reserves
the right to issue any assessment, correction, or adjustment authorized under 68 Okla. Stat. §221.

If I can be of further assistance, please feel free to call me at (405) 521-3133.
Sincerely,

OKLAHOMA i)( i MMISSION

Michael C. Keufimann

Tax Policy Analyst






