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Tax Practitioner Seminar
January 27, 2017

Taxable Income Changes -
Individual Filers

Lottery and Gambling Winnings

 Lottery and gambling winnings reported on a W2-G
are taxable in all municipalities.

 Report lottery and gambling winnings in Section A of the
RITA Form 37 with other W-2 income.

 Gambling losses may not offset gambling winnings
unless the taxpayer is a professional gambler per IRS
regulations.
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Clergy Wages

 Clergy wages are taxable whether appearing in Box 5 of
the W-2 or not.

 A specific addition to “qualifying wages” has been
adopted with HB 5 to capture clergy wages that are not
subject to Medicare.

 This addition applies for tax years beginning on or after
January 1, 2016.
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Form 2106 Business Expenses

 All municipalities must allow individuals to deduct employee
business expenses:
Reported on the individual’s Form 2106;

That the individual deducted for federal income tax purposes; and

Subject to the limitation imposed by Section 67 of the Internal
Revenue Code (2% of federal adjusted gross income).

 Taxpayers must provide federal Schedule A and Form 2106
for consideration at the municipal level.

 See R.C. 718.01(A)(2).
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Third Party Sick Pay

 Third party sick pay (short-term disability paid by a third
party) is exempt from tax whether included in Box 5 of the
W-2 or not.
Pre-HB 5, third party sick pay included in Box 5 of the W-2 was

taxable to the recipient, but not subject to withholding by the
payer.

HB 5 provided a new specific deduction from the definition of
“qualifying wages”, resulting in this income being exempt from
tax even if it appears in Box 5 of the W-2.

5

Age Exemptions 

 Age exemptions for taxpayers are still determined by
municipal ordinance.
See the Special Notes for each municipality on the RITA

website to determine any age exemptions.

Some municipalities made a change from pre-HB 5 age
exemptions – do not assume treatment is the same after
January 1, 2016 – check RITA’s website or municipal
ordinances for treatment.

Most all special rules/exemptions related to students, senior
citizens, etc., are no longer in place – refer to RITA Special
Notes or municipal ordinances.
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Deferred Compensation, SERPs, 
Stock Options 

 Tax treatment of these items is still determined by
municipal ordinance.

 See each RITA municipality’s Special Notes to
determine municipal treatment of these items.

 Do not assume pre-HB 5 treatment continues – some
RITA municipalities have newly exempted this income
and some have eliminated previous exemptions.
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Real Estate Commissions
 Commissions received by a real estate agent or broker

from the sale or lease of real property are to be sitused to
the location of the property sold or leased.

 Net profit of the agent or broker is to be allocated based
upon a ratio of the commissions received from property in
the municipal corporation to commissions received from
property everywhere.

 Individual residents with net profit from real estate
activity must report net profit from all real estate
activity, subject to any credit available for tax paid to other
municipalities.

 See R.C. 718.02(F).
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Publicly Traded Partnerships

 A publicly traded partnership (PTP) is any partnership
an interest in which is regularly traded on an established
securities exchange. Cedar Fair is an example.

 R.C. 718.01(D)(4) allows a PTP subject to tax on its net
profits in at least one Ohio municipality to make an
election to be treated as a C-corporation for purposes of
the income that passes through to its owners.

 If the PTP makes this election, the net profit of the PTP
that passes through to the owners is not subject to tax
in the owners’ residence municipality as pass-through
income.
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RESIDENT BUSINESS 
INCOME & LOSS OFFSETS 
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Resident Business Income & Loss Offsets

 Allows for current year offsetting of all business income
and losses of residents of taxing municipalities only for
residence tax purposes.
 i.e. All business income & losses are in “one bucket” for 

offsetting purposes. 

 Includes Schedule C, E & F owned by the resident.

Resident Business Income & Loss Offsets

 Includes pass-through income & losses of the resident.

 S Corporation limitations for residence tax purposes still
apply – income or losses of S corporations do not flow to
an owner unless the owner lives in a municipality that
voted in 2003 or 2004 to permit taxation of S corporation
owners.
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Resident Business Income & Loss Offsets

 Net “Business Bucket Losses” cannot offset
Qualifying Wages.
NOL CF & Phase-in Provisions apply when net total “Business

Activity Bucket” is loss.

NOL CF cannot offset Qualifying Wages.

 Does not apply to business income earned by non-
residents in non-resident municipality.
Non-residents must file and pay on business income (typically

Schedule C, E & F income) in municipality where income is
earned.

NOL CF & Phase-in Provisions apply.

Taxable Income Changes –
Business Net Profit Filers  
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Adjusted Federal Taxable Income (AFTI)

 When calculating AFTI, a net profit taxpayer will now
strip off all pass-through income (and add back pass-
through losses) – not just the pass-through income that
is subject to municipal tax elsewhere.

 Beginning with net operating losses (“NOLs”) incurred
in tax year 2017, NOLs will be used pre-apportionment
and will not be tracked by municipality.
Pre-2017 NOLs will still have to be tracked and used post-

apportionment, by municipality.

Until all pre-2017 NOLs are exhausted, net profit filers will have
to track and use NOLs differently, depending on when the NOL
was incurred.
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NOL CF  - Pre HB 5 vs. Post HB 5
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NOL CF Requirements

 HB 5 provides for a state‐wide five-year carryforward for 
NOLs incurred in taxable years beginning after 2016. 
Applies to losses incurred in taxable years beginning on or after 

January 1, 2017, and then carried forward to future taxable years.

 NOL CFs apply to:

 Business Net Profits;

 Schedule C, E, & F income of non-residents earned in 
taxing municipalities; and

 All Schedule income of residents of taxing 
municipalities.

NOL CF Requirements

 NOL CFs do not include unutilized losses resulting from 
basis limitations, at‐risk limitations or passive activity loss 
limitations.

Losses that are not reportable on Federal Schedule E Part II 
are not included in current year taxable income or allowed to 
be carried forward.

Applies to partners and S Corporation shareholders.

 NOL CFs may not be used to offset qualifying wages.
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NOL CF Requirements

 NOL CF Provision is phased in:

Taxpayers may only claim 50% of the available NOL 
carryforward during years 2018 through 2022.

100% utilization of NOL CFs is delayed until tax year 
2023.

NOL CF Requirements

 NOL CF Provision is phased in:

TPs may carry forward any “unutilized” NOLs for 5 
years.
From technical clarification in State Budget Bill (HB 64) on 

how unutilized NOL CFs are handled in regards to the bill’s 
NOL CF phase-in provisions.

Phase-in provisions also apply to NOL CF related to 
Schedule income of residents and non-residents.
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NOL CF Requirements
 Pre‐2017 NOLs are permitted to be carried forward to the 

extent already allowed by municipalities.

 The 50% phase-in limitation does not apply to pre‐2017 
NOLs.

 Pre‐2017 NOLs must be utilized before utilizing new 
NOLs generated after tax year 2016.

 Post-2016 NOL carry‐forwards are calculated and applied 
on a pre‐apportionment basis.

Consolidated Net Profit Returns 

 Municipalities must accept a consolidated municipal net
profit return if the federal return is filed consolidated.

 New with HB 5 is a five-year opt-in and opt-out
provision.
Consolidated net profit filers can discontinue filing consolidated,

without the tax administrator’s permission, after five years.

A decision to deconsolidate remains in place for five years.

 Those already filing on a consolidated basis, pre-HB 5,
may continue to do so.
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Alternative Apportionment Method 

 Taxpayers may use an alternative method for
apportioning net profits on an annual return (other than
the 3-factor property, payroll and sales formula) by
submitting a written request with the return.

 Taxpayers may use the requested alternative method
unless the tax administrator denies the use.

 The tax administrator’s denial of an alternative method
request must be issued in the form of an appealable
Assessment.
Tax administrators may also impose alternative methods by

issuing appealable Assessments.
23

Employer Withholding & 
the Occasional Entrant Rule 

What Employers & Employees Need to Know

24
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Withholding Due Dates and Thresholds 

 Employer withholding > $2,399 in the previous calendar
year or >$200 per month in any month of the preceding
calendar quarter -- remit monthly, due the 15th day of the
following month.

 All others, remit quarterly by the 30th day of the month
following the end of the quarter.

 BUT, municipalities may require withholding on a semi-
monthly basis if withholding > $11,999 in the preceding
calendar year or >$1,000 in any month of the preceding
calendar quarter.
Those RITA members that require semi-monthly are indicated on

RITA’a website in Special Notes.

Occasional Entrant Rule
 Extends from 12 to 20 the number of days an employee must be

working in a municipality before tax must be withheld. If threshold
is not exceeded, employer withholds for “principal place of work” if
that place is within a municipality.

 Requires withholding from the 21st day forward, not back to the
first day.

 Defines a “day” for purposes of determining when an employee
has reached 20 days working in a municipality.

 Shifts much of the tracking burden to the employee.

 Exceptions for “small employers,” certain “worksite locations”
and “presume worksite locations.”

 Applies to Schedule C Filers. 26



14

Withholding – 20 Day Rule

 The basic Occasional Entrant Rule (example 1):

So if John’s “principal place of work” is in Cleveland, and he
works 7 days in Berea, and his employer correctly withholds
Cleveland tax on his wages earned in Berea, and

John is a Shaker Heights resident, then

John’s wages earned in Berea are exempt income as far as
Berea is concerned, unless John requests a refund of the
Cleveland tax withheld on those wages earned in Berea.
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Withholding – 20 Day Rule

 The basic Occasional Entrant Rule (example 1):

Because John is a Shaker Heights resident, John will owe 
Shaker Heights tax on all of his qualifying wages, including 
those qualifying wages earned in Berea that were exempt 
income as far as Berea is concerned.

Shaker Heights’ normal rules for granting residents credit 
for taxes paid to another municipality would apply. 
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Occasional Entrant Rule – Schedule C

 The 20 day rule applies to Schedule C filers.

 Compensation (that is not wages) paid to a nonresident
individual for services performed on 20 or fewer days is
taxed at the individual’s “base of operation” or the
individual’s domicile if the individual does not have a base
of operation.

 The “base of operation” is the location of an office,
storefront, or similar facility to which the individual reports
regularly and at which the individual regularly performs
services.
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Withholding – Small Employers

 The small employer withholding rules:

A small employer is an employer whose gross receipts
the previous year totaled less than $500,000.

Gross receipts are from all sources, including intangible
income, grants and expense reimbursements (so
payments made to a common paymaster to cover the
related party’s payroll are included in gross receipts).

Governments (including government hospitals &
universities) cannot be a small employer.

To qualify for the small employer withholding rules, the
employer must have a fixed location in Ohio.
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Withholding – Small Employers

 The rule:

A small employer with a fixed location in Ohio
withholds municipal income tax as if all of the wages
of all employees were earned for work performed in
that fixed location.

31

Withholding – Small Employers

 The small employer withholding rules (example 1):

Joe’s Plumbing’s only location in Ohio is in 
Cleveland.

Joe’s Plumbing’s gross revenue from all sources last 
year was $325,000.

Joe’s Plumbing employs seven full-time employees 
who unclog drains in Cleveland, Cleveland Heights, 
Beachwood, Parma and Rocky River.

Each employee worked 40 days in each of the 
above municipalities.
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Withholding – Small Employers

 The small employer withholding rules (example 1):

Joe’s Plumbing withholds Cleveland tax on all
qualifying wages of all employees.

Because the wages of Joe’s employees are not subject
to withholding in Cleveland Heights, Beachwood,
Parma and Rocky River those wages are exempt from
tax in these communities UNLESS an employee
receives a refund from Cleveland.

If an employee obtains a “days out” refund from
Cleveland, tax is due to the other communities on all
wages earned there.
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Withholding – Small Employers
 The small employer withholding rules (example 2):

Joe’s Plumbing’s only location in Ohio is in Richfield 
Township.

Joe’s Plumbing’s gross revenue from all sources last 
year was $325,000.

Joe’s Plumbing employs six full-time employees who 
unclog drains in Brecksville, Broadview Heights, North 
Royalton, Peninsula and Macedonia (each imposing a 
2% tax).

Each of the six employees worked 30 days in each of 
the above municipalities.
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Withholding – Small Employers

 The small employer withholding rules (example 2):

Joe’s Plumbing withholds municipal tax as if all work
performed by all employees was in Richfield
Township (thus, Joe’s Plumbing does not withhold
workplace tax).
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Withholding – Small Employers

 The small employer withholding rules (example 3):

Joe’s employee Matt is a resident of Garfield Heights.  
Garfield Heights imposes a 2% income tax on residents 
and allows a 100% credit for tax paid to other 
municipalities, up to 2%.

Matt’s wages earned performing work in Brecksville, 
Broadview Heights, North Royalton, Peninsula and 
Macedonia are exempt from tax in those communities 
but are subject to tax in his residence community.

Matt now has no workplace withholding beginning in 
2016 due to the small employer withholding rules.   
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Withholding – Small Employers

 The small employer withholding rules (example 3):

If Matt earns $38,000 as a plumber he will owe Garfield 
Hts. $760 when he files his TY 2016 return. 

Failure to pay this when due could subject Matt to a 
penalty of $114 (15% of the tax due). 

 Possible solutions:

Matt may ask Joe’s Plumbing to withhold residence tax 
for him.  Joe’s Plumbing can say “no”.

Matt should establish and pay an estimate to Garfield 
Heights to avoid this situation. 
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Withholding and the Occasional Entrant Rule

 Municipalities and employers may enter into agreements 
to simplify withholding. 

 Nothing in HB 5 will “undo” existing agreements between 
municipalities and employers to simplify withholding.

 Employers can elect to withhold where the work is 
actually being performed for all days that it is being 
performed.  
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Withholding and the Occasional Entrant Rule

 Takeaways (Employees & Their Tax Preparers):
When preparing for Tax Year 2016 filing season, you may want to 

compare the municipal withholding patterns to TY 2015 information.  

Has anything changed?  Does the client still have municipal income 
tax withholding?  Has the municipality of withholding changed? 

How will any change in withholding impact the client’s TY 2016 tax 
situation at the municipal level?  Should an estimate be declared for 
future TYs for the resident community?

 It is up to your clients as employees to track their work locations if 
“days out” refunds will be sought.

Understand that a days out refund from one community may result 
in tax due to another.
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Withholding and the Occasional Entrant Rule

 Takeaways (Employers): Wages that are not required 
to be withheld are excluded from the payroll factor in 
calculating net profit allocations. R.C. 718.02(A)(2).  
RITA Schedule Y.

 20-Day Occasional Entrant Flowchart provided as 
handout in packet.
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Administration of    
Refunds After HB 5

41

Refunds – All Taxpayer Types
 HB 5 provided specific requirements for communicating

with taxpayers about refunds.

 For refunds denied, in whole or in part, on a taxpayer’s
original request, the taxpayer must be notified in writing of
the amount denied, the reason for the denial and how to
request an Assessment that may be appealed to the
municipality’s income tax board of review.

 For refunds denied, in whole or in part, on a taxpayer’s
amended request, the taxpayer must be provided with an
Assessment that states the amount of the refund denied,
the reason for the denial and contains instructions for
appealing the Assessment to a municipality’s income tax
board of review.
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Refunds – All Taxpayer Types
 Taxpayers whose refunds are denied on an original request

will receive correspondence similar to existing refund 
correspondence, explaining the reason for the denial and 
also containing the following language:
“If you wish to appeal the denial of your refund to the municipality’s 

Income Tax Board of Review, the law requires that you request an 
appealable Assessment of this denial.  Complete the Request for 
Appealable Assessment form available at www.ritaohio.com.”

 A new form - Request for Appealable Assessment will be 
available on the RITA website with instructions for the 
taxpayer to submit the request. 

 Taxpayers who complete the Request for Assessment to 
appeal a refund denial will be issued an Assessment.  

Request for Appealable Assessment Form
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Refunds – All Taxpayer Types

 Taxpayers whose refunds are denied on an amended
request will be sent an Assessment, explaining the
reason for the denial and containing the following
language:
“The law requires that the denial of your refund on an amended

filing be issued in the form of an Assessment. If you wish to
appeal this Assessment you must file a written request with the
municipality’s Income Tax Board of Review. The written
request shall specify the reason or reasons why this
Assessment should be deemed incorrect or unlawful and shall
be filed within 60 days after your receipt of this Assessment.
Direct your appeal to the following address: <City/Village
Income Tax Board of Review>, <street address>”

Refunds – Some Takeaways

 If a request for refund cannot be processed because RITA
needs additional information we will request that
information before getting into these formal proceedings.

 Be mindful of timeframes.
What if the client brings to you the letter instructing him/her how

to request an appealable assessment, that is dated one year
earlier?
 May still be able to request the Assessment and appeal if the statute of

limitations has not expired. No other timeframe in the law.

What if the client brings to you the Assessment, dated a year
earlier?
 Hint - 

 The law is very specific that an Assessment must be appealed within 60
days of the taxpayer’s receipt of the Assessment or it is considered final.
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Compliance After 
HB 5 

47

Compliance – Audits 

 Audit is now a defined term for municipal income tax.
 It means the examination of a person or the inspection of the

books, records, memoranda, or accounts of a person for the
purpose of determining liability for a municipal income tax.

 A taxpayer must be provided with certain specific written
notices at or before the commencement of an audit. Some
of those include:
An explanation of the roles and responsibilities of the taxpayer

and tax administrator;

Advisement of the right to record the audit; and

Advisement of the right to have representation at the audit (tax
preparer, CPA, attorney).
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Compliance – Assessments

 The law now calls for the issuance of appealable
Assessments to taxpayers in certain circumstances.

 Assessment means a written finding by the tax administrator
that a person has underpaid municipal income tax, or owes
penalty and interest, or any combination of tax, penalty or
interest, to the municipal corporation that commences the
person’s time limitation for making an appeal to the local
board of review pursuant to section 718.11 of the R.C., and
has “ASSESSMENT” written in all capital letters at the top of
such finding.
A written finding by the tax administrator;

That starts the taxpayer’s clock for appealing; and

And has “ASSESSMENT” written in capital letters at the top.  

Compliance – Assessments
 Assessments must be issued:
On the full or partial denial of a refund requested on an 

amended return.

At the taxpayer’s request after denial of a refund requested on 
an original filing.

 If the tax administrator denies the use of an alternate method of 
apportioning net profits.

 If the tax administrator requires the use of an alternate method 
of apportioning net profits. 

 Assessments must be served on the taxpayer by:
Personal service; or

Certified mail; or

Delivery service (UPS, FedEx, etc.); or

With the taxpayer’s permission, secure electronic mail.
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Compliance – Assessments

 Assessments are not:
Billing statements;

Requests for additional information;

 Informal notices denying refund requests on original returns;

Notification of math errors; or

Other general correspondence that is not a written finding that 
starts the appeal clock with the word “assessment” written in all 
capital letters at the top. 

Individual Form 37   
& Examples
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Where Do I Find Forms?

 Professional Tax Software - MeF
CCH – ATX, ProSystem fx

Creative Solutions  - UltraTax CS

Drake

H&R Block

 Intuit – Intuit Tax Online, Lacerte

Jackson Hewitt – ProFiler

Tax Act

 RITAOhio.com
E-File

AutoCalc

Fill-in PDF

Manual forms

Taxpayer Assistance Days
Norwalk
March 2, 2017 

12pm-7pm
100 Republic Street

Norwalk, Ohio 44857

North Ridgeville
March 7, 2017

1 pm – 7 pm
7307 Avon Belden Road

North Ridgeville, Ohio, 44039

Fostoria
March 8, 2017

9 am – 4 pm
213 South Main Street

Fostoria, Ohio 44830

Riverside
March 14, 2017

12 pm – 7 pm

5200 Springfield Street Suite 100

Riverside, Ohio 45431

North Canton
March 16, 2017

1 pm – 7 pm

145 N. Main Street

North Canton, Ohio 44720

Mt. Healthy
March 21, 2017

12 pm – 6 pm

1541 Hill Ave.

Mt. Healthy, Ohio 45231

Holland
March 23, 2017

12 pm – 7 pm

950 S. McCord Road

Holland, Ohio 43528

Bellefontaine
March 28, 2017

9 am – 4 pm
135 N. Detroit Street

Bellefontaine, Ohio 43311

Willoughby Hills
March 30, 2017

1 pm – 7 pm
35405 Chardon Road

Willoughby Hills, Ohio 44094

Wadsworth
April 1, 2017

9 am – 4 pm
120 Maple Street

Wadsworth, Ohio 44281
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To Sch B, 
Line 1b
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To Sch B, 
Line 11
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Direct Payments
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FORM 37 EXAMPLES
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Example 1
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Bowling 
Green

Bowling Green Tontogany



36



37



38



39

Example 2
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Comprehensive Example (In Your Packet)
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Business Updates

83

Updated Form 27

 NP Form 27 changes

 Reporting layout requirements
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HB 5 - $10 Deminimus for Tax Due

 NP Form 27 changes

 Reporting layout requirements

Withholding Updates

 Due Dates – effective 2016

 Update for W-2 filing, 718.03(H):

On or before the last day of February of each year, an employer shall file
a withholding reconciliation return with the tax administrator listing the
names, addresses, and social security numbers of all employees from
whose qualifying wages tax was withheld or should have been withheld
for the municipal corporation during the preceding calendar year, the
amount of tax withheld, if any, from each such employee, the total amount
of qualifying wages paid to such employee during the preceding calendar
year, the name of every other municipal corporation for which tax was
withheld or should have been withheld from such employee during the
preceding calendar year, any other information required for federal
income tax reporting purposes on Internal Revenue Service form W-2 or
its equivalent form with respect to such employee, and other information
as may be required by the tax administrator.
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Electronic W-2’s – EFW2

 The update for including all municipalities for each
employee, is handled in the EFW2 Specifications found
on our website:

www.ritaohio.com

Essentially, it is an additional RS record for each municipality
for each employee

Paper Filing
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W2 Reporting Specs
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Supplemental W-2 Form

Thank you!

Questions?


