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SUMMARY

The Supreme Court of Ohio held that property owned for the use and benefit of a state university is

not exempt from real property taxation under R.C. 3345.17 merely because rental income from the

property supports university purposes. The property itself must be used in a manner that bears an

operational relationship to university activities. Because the building was used solely as income-

producing commercial and residential rental property, the court reversed the Board of Tax Appeals’

decision granting the exemption.
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reversed

The Columbus City School District Board of Education appealed the
Board of Tax Appeals' decision affirming the tax commissioner's grant
of a real-property-tax exemption to property owned by the State of

Ohio for the use and benefit of Ohio State University.

Under R.C. 5717.04, the court determines whether the Board of Tax
Appeals' decision is reasonable and lawful. Factual determinations
supported by reliable and probative evidence are affirmed, but

statutory construction is reviewed de novo.
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QUESTIONS PRESENTED

1. Whether income-producing property owned by the state for the use and benefit of a state university
qualifies for exemption from real-property taxation under R.C. 3345.17 when the property is used solely

to generate rental income that is devoted to university purposes.

2. Whether the property's proximity to Ohio State University and its status as a bequest intended to fund

university scholarships independently establish entitlement to the exemption.

HOLDINGS

1. Property qualifies for exemption under R.C. 3345.17 only when the property itself is used, currently or
prospectively, in a manner that bears an operational relationship to university activities; using rental

income to support the university, standing alone, is insufficient.

2. The property was not entitled to exemption because it had no current or prospective use operationally

related to Ohio State University's activities.

KEY QUOTATIONS

“Indeed, the principle to be derived from Kinney and Univ. of Cincinnati is that an ancillary use of property
that generates income does not defeat exemption as long as the property is used, to some degree, either

currently or prospectively, in a way that operationally relates to university activities.” (9 27)

“Because there is neither a current nor a prospective use of the property operationally related to university
activities, OSU’s exemption application should have been denied.” (Y 34)

FACTUAL BACKGROUND

Ohio State University acquired a two-story building through a bequest requiring the property or its proceeds to
fund veterinary-medicine fellowships. The building contained four residential rental units and commercial space
occupied first by a McDonald's and later by a credit union. OSU used a property-management company to
collect rents and maintain the property, and the income was ultimately intended to support a university
scholarship fund, but there was no current or prospective use of the property itself operationally related to

university activities.

PROCEDURAL HISTORY

Ohio State University applied for a 2004 real-property-tax exemption under R.C. 3345.17 for a building

containing residential rental units and commercial space. The tax commissioner granted the exemption, and the



Board of Tax Appeals affirmed that determination. The school board appealed to the Supreme Court of Ohio,

which reversed the BTA's decision.
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