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� Matt Chafin, Chief Legal Counsel
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� Ohio Tax Alerts

Stay Informed!



Choose Your Tax Alert Topics



Ohio Tax Alert – PTE            August, 2011

Issue:   When a PTE makes election to file Ohio 
composite return, IT 4708, on behalf of non-resident 
investors & the individual non-resident investor’s 
sole source of Ohio income is from a PTE… does 
Ohio Revised Code (R.C.) 5747.08(J) allow the 
individual non-resident investor to file an Ohio IT 
1040 & take the refundable PTE credit for taxes 
already paid by the entity on behalf of the investor? 



Ohio Tax Alert – PTE (cont’d)

ODT Position:  If non-resident individual investor has
Ohio-sourced income/loss other than that earned through 
the PTE & is required to file an Ohio IT 1040, individual 
non-resident investor is entitled to a refundable credit on 
the IT 1040 equal to the investor’s proportionate share of 
the tax paid by the PTE on behalf of the investor & will be 
allowed a credit for the taxes paid per R.C. 5747.08(J) 

� Credit prevents double taxation of the non-resident 
individual investor’s income

� The entity’s composite election, once made, is binding & 
irrevocable for the taxable year for which the election is 
made pursuant to R.C. 5747.08(D)(3). 



Ohio Tax Alert – PTE (cont’d)

� However, if non-resident individual investor 
included in composite return has no Ohio-
sourced income/loss other than that earned 
through the PTE, individual cannot file IT 1040 
and is not entitled to the refundable PTE credit 
pursuant to R.C. 5747.08(J). 

� Applied prospectively beginning with returns 
filed for tax year 2011

� Questions? Call Pass-Through Entity Tax  at 
(614)387-0234. 



NEW: 179/168 & NOL’s

Issue: 

If the Ohio 1/5th depreciation deduction is 
precluded from being taken in a certain tax year 
under R.C. 5747.01(A)(21)(c), can it be 
preserved and taken in a future tax year during 
which a federal and Ohio net operating profit 
exists? 



NEW: 179/168 & NOL’s

A taxpayer who has properly made a 5/6th

depreciation add back under R.C. 
5747.01(A)(20) and who is precluded from 
taking a corresponding 1/5th deduction 
pursuant to R.C. 5747.01(A)(21)(c), may 
instead fully utilize this deduction in the 
earliest occurring future tax year during which 
the deduction does not result in or increase a 
federal net operating loss.  



NEW: 179/168 & NOL’s

� If multiple 1/5th deductions not taken, taxpayer 
may utilize the aggregate of foregone 
deductions in earliest future tax year during 
which deductions do not result in or increase a 
federal net operating loss. 

� This determination will be applied prospectively 
to all income tax filers beginning with tax year 
2011.  

� Taxpayers may no file amended returns to 
claim adjustment for tax years prior to 2011.



NEW: 179/168 & NOL’s

Questions on this Alert, please call…

Individual Income Tax section  
(800) 282-1780 



Personal Income/School District           
Filing Stats

# of Returns % Electronic

PIT 5,301,124 78%

SD 753,631 77%

Returns Processed as of 12/31/11



Personal Income/School District

Suspicious Filings through  12/31/2011

#Returns
Total Refunds 

Requested
Average Refund 

Requested

6,626 $6,658,061 $1,004



Information Release 8/2/2010; excerpt

� Indexing is designed to prevent “bracket creep” – the tendency 
for individuals’ incomes to creep into a higher tax bracket 
because of nominal increases in income, even when the real 
value of that income has not increased.

� Adjustment of tax brackets for inflation will benefit the vast 
majority of taxpayers, regardless of how their income has 
changed, he said.

� 1st yr Indexing factor was .9%

� Indexed July 30, 2011 – 1.2%

Tax Table Indexing
5747.02 A (5)



2010 Tax Table 2011 Tax Table

Low 
Income 
Amount

High Income 
Amount

Tax 
Amount

Tax Rate 
Amount

Low 
Income 
Amount

High Income 
Amount

Tax 
Amount

Tax Rate 
Amount

0.00 5,050 0.00 0.006180 0.00 5,100 0.00 0.005870

5,050 10,100 31.21 0.012360 5,100 10,200 29.94 0.011740

10,100 15,150 93.63 0.024730 10,200 15,350 89.81 0.023480

15,150 20,200 218.52 0.030910 15,350 20,450 210.73 0.029350

20,200 40,350 374.62 0.037080 20,450 40,850 360.42 0.035210

40,350 80,700 1,121.78 0.043270 40,850 81,650 1,078.70 0.041090

80,700 100,900 2,867.72 0.049450 81,650 102,100 2,755.17 0.046950

100,900 201,800 3,866.61 0.057410 102,100 204,200 3,715.30 0.054510

201,800 9,999,999 9,659.28 0.062400 204,200 9,999,999 9,280.77 0.059250



Budget News

� ODT budget reduced 18.2% (GRF)/

9.2% (all funds)

� Reduced staff by 12%

� Closed 7 Taxpayer Service Centers in June, 
2011 for reasons of economy



Service Center Closings

� More taxpayers filing on-line/less demand for

in-person assistance
� Expanding use of centralized, call center 

assistance
� Tax Practitioner line 614-728-1055

� Shifting to telecommuting business model for 
auditors & enforcement agents            



PIT/SD Updates

� Tax booklets/Mailings – $1.2 mil savings
� Consolidation – 1040, School District,Telefile
� No mailing of booklets
� Flat stock forms in Banks, Post Office, Library

� forms not in booklet

� eForms discontinued

� eMailer postcard for prior year eForm/paper 
filers (when form came from booklet)



PIT/SD Updates

� 2011 tax filing due date April 17, 2012

� Personal exemption - $1,650

� Medical Savings Contribution max. $4,279

� Low Income Credit - $88

� Interest Rate is 3%



New Districts

SD# Earned Income Rate Effective Rate 

2301

Amanda-Clearcreek LSD 

(Fairfield) 1.5 1.5

3907

Willard CSD (Crawford,  

Huron) 0.75 0.75

5504 Miami East LSD 1.75 1.75



Renewals

SD# School District Name

Current 

Rate

Recently 

Passed Rate

New 

Rate

601

Minster LSD (Auglaize, Dake, Mercer, 

Shelby) 0.5 1 1

606

Waynesfield-Goshen LSD (Allen, Auglaize, 

Logan) 1 1 1

1102 Mechanicsburg EVSD (Champaign, Madison) 1.5 1 1.5

2906 Xenia Community CSD  (Greene, Warren) 0.5 0.5 0.5

3901

Bellevue CSD (Erie, Hurron, Sandusky, 

Seneca) 0.5 0.5 0.5

4507 Newark CSD  (Licking) Starts 1/1/13 1 1 1

4902

Jonathan Alder LSD (Franklin, Madison, 

Union) 0.75 0.75 0.75

5708 New Lebanon LSD (Montgomery) 1.25 0.5 1.25

5713 Valley View LSD  (Montgomery, Preble) 1.25 0.5 1.25

8702 Eastwood LSD (Wood) 1 1 1

1404 Wilmington CSD 1 1 1

6805 Twin Valley Community LSD 0.75 0.75 0.75



School District Updates

� Earned Income - reduced erroneous Delinquency notices

� Match income sources – primary & spouse

� Updating processing of Traditional vs Earned Income

� Match withholding percentage to Ohio Taxable Income 
vs Wages

� Increase in W-2 requests/letters/reduced refunds

� 30,000+ notices



Voluntary Disclosure Agreements

� Eligible for the program if he/she enters into and 
executes an agreement prior to any contact from the 
Income Tax Division

� Must file current & 3 previous yrs returns
� Waive right to previous yr refunds, but not current
� ODT cannot Assess/Audit yrs prior to agreement
� ODT may audit yrs in agreement

Contact:
Christie Harris

614-466-1073



New: Self-Help Library



Self-Help Library (cont’d)

� Understanding Billing Notices

� Instruction Video Presentation

� Interactive notices
� Links to FAQ’s
� ORC
� Payment Options



Event Speaker Request Process Change

The ODT modified it’s policy on speaker requests effective 
May 2, 2011. All requests must be completed on our new form.  

You can access this process and form via;
http://tax.ohio.gov/channels/global/contact_us.stm  

Select the Speaker Request form. Complete the form and send to
Diana McGowan. Her address is;

4485 Northland Ridge Blvd.
Columbus, Ohio 43229

Fax; 614-466-3093

Diana_McGowan@tax.state.oh.us



This form must be completed in 
it’s entirety.



New Legislation - Amnesty

HB153 – Budget Bill
� Requires the Tax Commissioner to administer 

a tax amnesty program from May 1 to June 
15, 2012

� Includes the following taxes:
� Personal & School district income taxes, 

sales and use tax, estate tax, motor fuel, 
cigarette, and corporate franchise tax, 
tangible personal property tax, county and 
transit authority sales tax, dealers in 
intangibles



General Amnesty

� Applies to state-collected taxes due & payable up 
to May 1, 2011

� Pay tax & half of interest due; other half waived
� May need to file returns, Amended returns or 

reports
� Payment in full during Amnesty – no payment plan
� Not subject to criminal/civil action
� Not available on taxes billed, assessed, or under 

audit for that period



� Separate Amnesty program for Consumer Use 
tax from Oct. 1, 2011 to May 1, 2013.

� Taxpayer may apply for a payment plan
of up to 7 years (minimum due is $1,000**)

� Failure to follow plan will result in 
certification of unpaid tax to OH Atty. Gen.

� Taxpayer must register and file for
appropriate sales and use tax accounts

Consumer Use Tax Amnesty



Consumer Use Tax Amnesty

Details on application for amnesty,
payment plan and program rules

@ tax.ohio.gov
or call

1-800-304-3211 



New Legislation

HB 153 – Budget Bill (cont’d)
� Allow taxpayers to contribute portion of their 

income tax refunds to the Ohio Historical 
Society
� Amends R.C. 5747.113

� Eliminates the requirement that the 
Department of Taxation include mail-in voter 
registration materials with income tax return
� Amends R.C. 5703.05



New Legislation

HB 153 – Budget Bill (cont’d)
Repeal of Estate Tax

� FY10 revenues $285M: 80% local; 20% state
� No tax on estates with date of death
� on or after January 1, 2013
� No fiscal impact until FY14



New Legislation

HB153 – Budget Bill (cont’d)

� Credit for eligible investor making a qualifying 
investment in small business
� the investor may apply to the Ohio Department 

of Development for a certificate to claim the 
credit

� Nonrefundable credit is outlined in section 
5747.81 of the Ohio Revised Code.



Small Business Investment Credit (cont’d)

� Credit is equal to 10% of the investment 
amount

� Maximum amount an individual may invest is 
$10 million dollars

� Credit is capped at $1 million dollars



Small Business Investment Credit (cont’d)

� There is a 2-year holding period before an 
eligible investor can take the credit.

� The eligible investor can make a qualifying 
investment in a small business on or after 
July 1, 2011; and

� Pledge to not dispose of the investment 
before the end of the holding period.



Small Business Investment Credit (cont’d)

� Credit can be claimed beginning with 2013 
income tax return

� Any unused portion of the credit may be 
carried forward seven (7) succeeding taxable 
years

� Owners of pass-through entities that hold  
certificate issued by Ohio Department of 
Development may claim credit based on 
ownership interest



New Legislation

HB 167 - Pell Grant Deduction
� Authorizes an income tax deduction for the otherwise 

taxable portion of a federal Pell grant or Ohio College 
Opportunity grant used to pay room and board for a 
post-secondary student. 

� Both Grants are treated as scholarships for purposes 
of determining taxability at the federal level.

� For scholarships to be exempt from federal tax, they 
must be used to pay qualified education expenses 
such as tuition.



Pell Grant Deduction Calculation

� Any portion of scholarship used to pay expenses that 
are not qualified education expenses is taxable and 
included in FAGI.  

�If grant is used to pay both qualified and non-qualified 
education expenses, a portion of grant is tax-free and a 
portion is taxable for federal purposes. 

� Room and board expenses are taxable non-qualified 
education expenses.

�Emergency clause to make it effective for the 2011 Tax
Year filing (in 2012)



ODT Military Updates

� Discontinued Military Affidavit of Non-Ohio 
Residency/Domicile:  IT DA-M

� Updated IT-10 (paper form)
� added fields for Spouse information
� added reason for Non-resident Spouse
� improved Delinquency billing program

� Information Release 2008-02 Military Taxpayer 
Guide to Taxable Income & Deductions

� email:  military-info@tax.state.oh.us– 650



Information Release IT2010-01: DRAFT                          
Nonstatutory Stock Option 

� Department revisiting how Stock options are taxes once 
Exercised

� Potentially based on “Vest” date & Residency on that date
OR

� Days worked approach from “Grant” to “Exercise” date  

� IRS requires taxpayer to recognize income at “Exercise”
date 



PIT/SD Updates

On-line Tax Experience – Phase-in over 2-3 yrs
View
� 1099G
� Account information

� Billings & Assessments

Updates by Taxpayer
� Address
� Email address for future “preferred” contact
� Request Account transcript
� Name update



Email Pilot Program

Effort to Reduce Delinquency Notices

� 9,500 PIT & 6,000 SD taxpayers
� 6,700 PIT & 4,500 SD supplied email address
� began Ifile return, did not submit

� ODT sent notification via email to taxpayers
� No confidential information in email

� Increased filings

� Message on front page of ODT webpage
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I-File - 1099G/INT
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I-File - 1099G/INT
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I-File - 1099G/INT
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I-File - 1099G/INT
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I-File - 1099G/INT
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I-File - Epayments
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I-File - Epayments
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I-File - Epayments
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I-File – Epayments 

Epayments

Cancelled Payments
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Electronic Filing- Alerts

Karen_Fisk@tax.state.oh.us
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Notifications – IRS Quick Alerts

http://www.irs.gov/taxpros/providers/article/0,,id=208260,00.html
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eFile - Practitioner’s Web Page
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eFile - Practitioner’s Web Page
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eFile - Practitioner’s Web Page
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eFile - Practitioner’s Web Page
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e-File - Practitioner’s Web Page
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I-File - Updates

This Year

• Accept hyphenated last names

• IT-10 (Ifile and e-File)
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I-File - Updates

Next Year
� Schedule B – Senior Citizen Credit

• Phone calls because the taxpayers don’t give 
themselves the credit.  The program looks at 
the birthdate and select the schedule B option 
automatically.  

• It can’t give them the credit automatically b/c 
taxpayers cannot take the senior citizen credit, if 
any previous (or current year) they took the lump 
sum distribution credit.
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I-File - Updates

� Add Military income questions to W-2 screen
• This will tell us if the taxpayer is entitled to 

take the Schedule A military deductions

� Add Joint Filing question
• Some income doesn’t qualify for the joint filing 

credit, but the system can’t differentiate.  
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eFile – IRS Updates 

� IRS says the software can’t populate the 
SSN, Name or Address automatically

� Mandate
� Ohio > 75
� IRS  > 10

� MeF Tax Year 2012
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Modernized eFile (MeF)

Accepts only one resident, nonresident or part-year 
resident school district income tax return 

Does not send any school district acknowledgements

Accepts every return

Agent calls practitioner requesting copies of 
certificates, W2s, K-1s, other state’s returns, etc.

Must submit the IT 1040 and SD 100 in one 
transmission

Legacy MeF
Accepts unlimited resident, nonresident and part-year
resident  school district income tax returns

Receives an ‘acknowledgement’ for each e-filed 
school 

district income tax return

Rejects returns with errors or sends alert messages

- Documents can be attached as a PDF and 
submitted to the state return and transmitted
electronically. 

- If your software does not support PDF files, Ohio
will accept the return and send a message with the
acknowledgement asking the practitioner to fax the
requested information.

May submit the SD 100 in a separate transmission
From the IT 1040.



65

Modernized eFile (MeF)
Error Codes

http://tax.ohio.gov/divisions/ohio_individual/individual/electronic_filing.stm

• OHCOM - Errors that may occur on either the IT 1040 or the 
SD100
• You requested an electronic payment but did not provide a 

payment amount.  Please correct and retransmit.

• OHIND – Errors that occur on the IT1040
• An Ohio income tax return has already been received and 

processed 

• OHSD – Errors that occur on the SD100
• The school district number entered on the SD 100 is not a valid 

taxing Ohio school district
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Modernized eFile (MeF)

Received Second SD return with payment . 

Accept - but won’t process the return.  We will 
send a message to the preparer.
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Modernized eFile (MeF)

Received Second SD return without Payment
Reject the return and send a message to the 
preparer
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Modernized eFile (MeF)

This acknowledges your form IT1040withSD100

with school districts [4902, 4604]

This will list all school district numbers that we
received in the transmission
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Modernized eFile (MeF)

Return Type (AKA Submission Types)

� IT1040
� SD100 
� IT1040WithSD100 
� IT1040WithITDA 
� IT1040WithSD100ITDA 
� SD100WithITDA 
� SD100WithIT10 
� IT10 
� ITDA 
� SD100WithIT10ITDA
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Electronic Filing - Updates

� PNC – no letters of indemnity

� Bank of America  - No letters of indemnity

� Chase bank still charging $30

� In Tax Year 2008 more than 365 unanswered 
direct deposit inquiries 

� This year Only 41 total inquiries that we had 
to send to the banks for resolution
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Electronic Filing - Updates

Kudos for your efforts in helping your clients 
find their electronic deposits 
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Electronic Filing - Updates

� IT 10 – Information Notice (I-File and e-File)

� ITDA – Domicile Affidavit (e-File only)

� 2023 (e-File only)

� Within 2-3 yrs…..
• Pass-Through Entity IT1041, 4708 & 1140 

(mirror IRS timelines for MEF project)



7373

Multiple Deposits -
Required Information

For a Checking, Savings or IRA Account 

� Bank Routing
� Account Number

Ohio  College Advantage 529 Savings Account
� Beneficiary’s Name

� Beneficiary’s SSN
� Beneficiary’s Account Number
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Multiple Direct Deposits

IRA
�299 taxpayers
�$67,344 direct deposits

Ohio Tuition Trust Authority
�168 taxpayers
�$32,063



7575

The Taxpayer must contact :

Ohio Tuition Trust Authority
� Customer Service 800-233-6734

IRA, Checking or Savings
� Call the ACH department of the financial 

institution.

� http://www.fededirectory.frb.org/

Multiple Deposits
Resolving Deposit Issues
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Personal/School District Income Tax 

Questions?

Deborah D Smith
Deborah_D_Smith@tax.state.oh.us

614-466-4592

Karen Fisk – Electronic Filing
Karen_Fisk@tax.state.oh.us

614-644-8938


