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Ask us a 
Question



“Adminis-trivia”
Today’s Webcast Qualifies for 3 hours CPE – Taxation

To Qualify:

Submit answer to 6 of 8 Poll Questions during the presentation
or

Submit 6 of 8 Code Words via email after the presentation

Watching as a Group?

Provide a list via email after the presentation



Today’s Agenda
• Welcome / RITAOhio.com Features & Tools

• Individual Returns:  
Updates to MyAccount & FastFile, Forms 37 & 10A
MeF Partners
Technical Tax Issues

• Business Returns:
Updates to MyAccount & MeF, Form Reminders
Technical Tax Issues
ODT/Opt-in



Today’s Agenda (continued)

• Legislation & Litigation 
• Ohio Supreme Court ruling – HB5 & HB49
• Section 29 of HB 197
• Buckeye Institute v City of Columbus

• Q&A & Wrap-up
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Twenty-three municipalities have instituted a municipal income tax * and/or joined RITA since last tax season





POLL Question #1



CODE WORD:  “Cranberry”









Thank  you!
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Twenty-three
municipalities 

have instituted a 
municipal 

income tax *
and/or joined 

RITA since last 
tax season



THANK  YOU!



INDIVIDUAL  RETURNS



INDIVIDUAL TAX 
UPDATES

Scott Dunford

Individual Processing Manager



TODAY’S TOPICS
• Form 37 updates

• NOL Carryforward Examples

• Form 1oa updates

• Individual MeF 2020

• Individual Tax Issues



Form 37 – Individual Municipal Return

This form is used by all individuals, residents and non-
residents, to report taxable income to RITA 
municipalities.
• Essentially unchanged from TY 2019.
• Can be used to report any income type, by any 

individual.
• Main parts are Section A, Section B, Schedule J and 

Schedule P.



Form 37 Pg. 1
• Demographic section.  Names, 

current address, SSN.

• Informational check boxes.  
Filing status, extension, 
amended return, RITA residence 
municipality.

• City/Village Township of 
residence section.

• Section A for reporting W-2 and 
W-2G income.

• Taxpayer and preparer 
signature lines.



Form 37 Pg. 2
• Section B.

• Lines 1-22 used by residents 
of RITA municipalities to 
compute tax due to their 
resident and workplace 
municipalities.

• Non-residents use lines 10-
22 to report tax due to RITA 
workplaces.

• Credit rate worksheet used by 
residents to compute residence 
tax credit reported on line 5b.



Form 37 Pg. 3
• Schedule J

• Used to report non-wage 
income from self-
employment, rental, farm 
income or from other 
sources.

• Used to report Partnership, 
S-Corporation or Trust 
income earned in RITA 
Resident municipality &/or 
Non-Taxing areas ONLY.

• Schedule K used to 
determine tax due &/or 
paid to non-resident 
municipalities on W-2 
earnings.



Form 37 Pg. 4
• Worksheet L

• Used in situations where 
gains and losses exist from 
non-wage income across 
multiple municipalities. 

• Allocates losses against 
gains to compute taxable 
gain amounts for 
municipalities.

• Determines amount of 
direct payments due and 
potential resident credit 
available on adjusted gains 
for residence tax purposes.



Form 37 Pg. 5
• Schedule P

• Used by residents of RITA 
municipalities to report 
income from Partnership, 
S-Corporations and Trusts 
derived from other taxing 
areas.

• Worksheet R
• Used to determine payments 

made by pass-through entity 
to resident municipality on 
Partnership, S-Corp or Trust 
income earned in resident 
municipality.  These payments 
are reported on line 7b.



Form 37 Pg. 6
NOL Worksheets

Resident
• Computes allowable loss 

amounts for residents of 
RITA municipalities.

Workplace
• Computes allowable loss 

amounts for RITA workplace 
municipalities for both RITA 
residents and non-residents.

Both worksheets account for the 
phase-in of 2017 and later losses 
that first became available in 
2018.



Form 37 – Individual Municipal Return

Helpful hints for form 37.
• Attach all documentation.
• W-2, W-2G and 1099 forms
• Schedules C, E and F if applicable.
• Any attachments to schedules.

Loss Carry forward worksheets.
Partnership payment listings.

• Sign and date page 1.
• Mail to the appropriate PO box by April 15, 2021.



NOL worksheet examples for 
Individuals.



NOL worksheet example 1.

TP is a full year resident of a RITA municipality.
• All income and loss allocable to resident city.
• Current year rental income of $6000
• Unutilized/Unexpired Pre 2017 loss of $(3000)

• Unutilized/Unexpired 2017 or later loss of 
$(2000)



NOL ex. 1
• Fill out resident worksheet only.

• Total income from Schedule J column 
7, line 27 on line 1.

• Unutilized/Unexpired 2016 and prior 
loss entered on line 2.

• Line 3 determines net income after 
old losses applied.

• Unutilized/Unexpired 2017 and later 
loss entered on line 4. 

• Line 5 applies the 50% limitation to 
the 2017 and later losses.

• Line 6 determines the amount of total 
loss available to use for 2020.

• Line 7 is the total amount of loss  
reportable for 2020 (not to exceed the 
income on line 1). This number moves 
to Schedule J, line 28.



NOL ex. 1 (con’t)

The Schedule J would look like 
this.
Rental income of $6000 reported 
to the resident municipality.
Resident loss carryforward of 
($4000) reported on line 28.
Net taxable income from rental is 
$2000.
TP has utilized all of his $3000 
pre-2017 loss, and has 2017 and 
later loss of $1000 remaining to 
use in 2021, subject to limitation.



NOL worksheet example 2.

TP is a full year resident of a RITA municipality.  
• All income and loss allocable to resident city 

or non-taxing location.
• Current year Schedule C income of $20000
• Current year Rental Loss in Non Taxing city of 

($5000)
• Unutilized/Unexpired 2017 or later loss of 

$(30000)



NOL ex. 2
• Fills out resident worksheet only.

• Total income from column 7, line 27 
on line 1.

• Unutilized/Unexpired pre-2017 and 
prior loss entered on line 2.

• Line 3 determines net income after 
old losses applied.

• Unutilized/Unexpired 2017 and later 
loss entered on line 4. 

• Line 5 applies the 50% limitation to 
the 2017 and later losses.

• Line 6 determines the amount of total 
loss available to use for 2020.

• Line 7 is the total amount of loss  
reportable for 2020 (not to exceed the 
income on line 1). This number moves 
to Schedule J, line 28.



NOL ex. 2 (con’t)

The Schedule J would look like 
this.
Schedule C income of $20000 
reported to the resident 
municipality.
Rental Loss of ($5000) reported in 
Non-Taxing
Net Current year income of 
$15000
Resident loss carryforward of 
($7500) reported on line 28.
Net taxable income is $7500.
TP still has ($22500) left from 2017 
and later loss to potentially use in 
2021, subject to limitation.



NOL worksheet example 3.

TP is a full year non-resident of a RITA 
municipality.  
• Has rental income of $15000 in City A.
• Has rental Income of $10000 in City B.
• Has NOL carry forward of ($20000) in City A.

• ($10000) from 2017 and later, ($10000) Pre-
2017.

• Has NOL carry forward of ($15000) in City B.
• All ($15000) is 2017 and later.



NOL ex. 3.
• Fills out workplace worksheet only.

• Total income from Schedule J, row 
27 for each municipality on line 1.

• Unutilized/Unexpired pre-2017 loss 
entered on line 2.

• Line 3 determines net income after 
old losses applied.

• Unutilized/Unexpired 2017 and later 
loss entered on line 4. 

• Line 5 applies the 50% limitation to 
the 2017 and later losses.

• Line 6 determines the amount of 
total loss available to use for 2020.

• Line 7 is the total amount of loss  
reportable for 2020. This number 
moves to Schedule J, line 30.



NOL ex. 3 (con’t)

The Schedule J would look like 
this.
Rental income of $15000 in City A, 
$10000 in City B.
Net Current year income of 
$15000 in City A, $10000 in City B.
Allowable Loss of ($12500) in City 
A, ($5000) in City B.
Net taxable income from rental in 
City A is $2500, $5000 in City B.
TP has fully exhausted his pre-
2017 loss and still has ($2500) left 
from his 2017 and later loss to 
potentially use in 2021 in City A. 
TP still has $(10000) in 2017 and 
later loss to potentially use in City 
B in 2021, subject to  limitation.



FORM 10A-APPLICATION FOR MUNICIPAL INCOME 
TAX REFUND.



Form 10A  - Application for Municipal 
Income Tax Refund

• Form used to request a refund of overpaid tax.
• Primarily used for tax withheld by employers, but 

can also be used to request overpayments on 
individual accounts.

• Major Change for this year is the inclusion of COVID-
19 specific reasons and instructions. 



Form 10A Pg. 1
• Complete demographic section 

at the top with full name, 
address and SSN.

• Select a reason for refund from 
1-10.

• Complete the Claim section at 
the bottom of the form.

• If you are a RITA resident, 
or will owe tax to other 
RITA municipalities as a 
non-RITA resident, you can 
allocate money to your 
account to cover this

• List the amount of net 
refund claimed on line 6.



Form 10A, pg. 2
• If applicable, the Employer 

Certification section is required 
to be completed.  

• Employer must complete parts 
1 and 2, and provide a signature 
in part 2.

• Taypayer signs the bottom of 
the form.

• Mail to the P.O. Box in the lower 
right corner once complete.



Form 10A, pg. 3
• If applying for a refund for days 

worked out of the municipality, 
the days out calculation should 
be completed.

• Ensures accurate 
accounting for days both in 
and out of the municipality.

• Days out log is required for 
all days out requests. If 
additional space is needed, 
or the information is 
contained in a different 
format, please to attach to 
the 10A.



COVID -19 specific 
10A changes for TY 
2020

• Litigation pending to determine 
whether or not Refunds for days out 
due to COVID will be allowed.

• Refunds will be held pending 
resolution of this litigation.



COVID -19 specific 
10A changes for TY 
2020.
• Check box at the top of the form to 

indicate COVID days out refund.

• Reason 2 is specific to COVID days out.

• Employer certification will be required.

• For RITA residents,  Form 37 should be 
completed taking credit for 
withholding.  Once the refund issue 
has been settled, any adjustments will 
be made at that time.



Form 10A  - Application for Refund

Helpful Hints:
• Send in all required information with the form on 

submission including, W-2 forms, employer certification, 
days out logs and any other documents required for your 
specific request.

• If you are a resident of RITA, a refund will not be issued 
until the 2020 form 37 is filed and processed. 

• Mail form 37 and 10A in together, it will help in 
processing both.

• Electronically filed returns should send the paper W-2 
form with the 10A.



INDIVIDUAL MEF 2020



MeF statistics for Individuals

• Accepted MeF filings by Tax 
Year
• 2014 42,948
• 2015 133,703
• 2016 161,548
• 2017 162,360
• 2018 192,445
• 2019 212,239

• Started in CY 2015  (TY2014) with 4 
partners.

• Growth year over year.

• 9 partners for 2020 Tax year



MeF partners for Individuals 
for TY 2020

• 2020 MeF Partners
• ATX
• BlockWorks
• Drake Software
• GoSystem/OneSource
• Lacerte
• ProConnect Tax Online
• ProSystem FX
• TaxAct/TaxAct Professional
• Ultra Tax

• 9 partners for 2020 Tax year



MeF Helpful Hints

• Federal XML

• Check Rejections

• Limitations
• W2G
• Moves
• Rate Changes
• Loss Carry Forward



INDIVIDUAL TAX 
ISSUES

Questions from the Viewer Mail Bag



Extensions
• Can you please clarify the extension requirements for individuals? 

• Are taxpayers required to submit a separate extension form for Rita when they file a 
federal extension? 

• Is attaching the federal extension to the tax return a new requirement for RITA? 

• I thought you said you don't want us to send in a pile of extensions with the form 37.  
However, the form asks the taxpayer to attach the extension. Can you go over that again? 

• If you file electronically after 4/15 using professional software, how do you attach an 
extension?  Or do all extended returns need to be paper filed so that an extension can be 
attached?  Several of my clients were billed penalties even though I marked extension filed 
on the electronically filed tax return. 

• Do we need to attach a federal extension?  Penalties are being assessed for late filing until 
we call and fax over the extension. 



Extensions

What the law says-
• (a) Any taxpayer that has duly requested an automatic six-month extension for filing the 

taxpayer's federal income tax return shall automatically receive an extension for the filing of a 
municipal income tax return. The extended due date of the municipal income tax return shall be 
the fifteenth day of the tenth month after the last day of the taxable year to which the return 
relates. 

• (b) A taxpayer that has not requested or received a six-month extension for filing the taxpayer's 
federal income tax return may request that the tax administrator grant the taxpayer a six-
month extension of the date for filing the taxpayer's municipal income tax return. If the request 
is received by the tax administrator on or before the date the municipal income tax return is 
due, the tax administrator shall grant the taxpayer's requested extension. 

• (c) An extension of time to file under division (G)(2) of this section is not an extension of the 
time to pay any tax due unless the tax administrator grants an extension of that date. 



Electronic Filing

• What does MeF stand for? 
• Is Intuit Proseries one of the partners?  (Most asked MeF question)
• If the return gets rejected would it be better to file on line with RITA? 
• Do any documents need to be mailed if you Mef? 
• Our Office doesn't efile them anymore because they get rejected all the time, why? 
• Can returns that have schedules c e and f be efiled? 
• Are there limitations in those software packages that you have approved? 

• The companies you listed for the MeF are they all compatible without limitations? 



Loss Carry Forward

• So when do NOLs expire?  
• So you are always limited to the lessor of 50% of your New Loss or 50% of your income?
• For 2018 tax year, we were told that we can determine the order of the NOL.  Meaning we can 

take the old loss first or the new loss first.  Taking the  new loss first can sometimes reduce 
taxable income to $0.  Is this still the case for tax years after 2018?

• Last year, I believe you said there was an option to use New Losses prior to Old Losses.  Has 
that changed for tax year 2020? 

• So the new loss that is leftover  from 2019, Can it ALL be used in 2020 or is it 50%? 
• If you use the old loss first,  you could end up not being able to use it at all given the limit of 5 

years? 



BUSINESS  RETURNS



Business Updates
• MyAccount updates 

• Form Highlights

• MeF Updates

• Technical Tax Issues

• ODT/OPT-IN

• Q&A



MyAccount Updates



MyAccount Updates
 Add Municipality

 Add Subcontractor

 Form 20 Estimate 



Add Municipality

• Net Profit and Withholding 
Accounts

• Indicate when business 
activity begins in a new 
municipality

• Establish a new municipality 
that has residence 
withholding 



Add Subcontractor

• Net Profit and Withholding 
Accounts

• Electronically report 
subcontractors used



Send Us a Message
• Send messages 

online just by logging 
into MyAccount



Form 20
• Ability to electronically file 

and pay Net Profit Estimates 
is coming

• Stay tuned for updates 



Form Highlights



Form 27
• No major changes for 2020

• Highlights:
• Checkboxes
• NOL



Form 27
Checkboxes
• Initial Return
• No Longer in Rita
• Extension
• Amended Return
• Out of Business
• Consolidated Return
• Alternate Method
• Small Employer



Form 27
Checkboxes
• Initial Return
• No Longer in Rita
• Extension
• Amended Return
• Out of Business
• Consolidated Return
• Alternate Method
• Small Employer



Form 27
Extension
• Attach a copy of the federal 

extension when filing and 
check the box. 

• Not required to file a copy of 
the federal extension with 
RITA by the annual filing due 
date



Form 27
Alternate Method
• If using a method other than the standard 3 factor formula check the box
• Include request and explanation as to why the alternate method is 

requested



Form 27
NOL

• Form 27 has been designed to 
allow taxpayers to determine 
which order to use their NOLs. 



Form 27
NOL Worksheet

Required when Old Losses 
are used first 



Example Fact Pattern



Form 27
NOL Reminders

• Any loss generated in 2017 and later, is taken on
a pre-apportioned basis and may be subject to
the 50% phase in

• When the Post-2017 NOL CF is greater than the
current year taxable income less Pre-2017 NOL CF, it
is more favorable to the taxpayer (in the current tax
year) to use the Post-2017 NOL CF first to reduce
more of the income (except when the Pre-2017 NOL
CF can reduce the income to zero)



Form 17
• No changes for 2020

• Highlights:
• 1099-NEC
• W2s 
• Schedule R-17



1099-NEC
• Nonemployee Compensation
• Include with Form 17 (Annual Reconciliation)



Form 17
W2s



Form 17
Schedule R-17



2020 FORM 27 MEF

SHYLO CARMODY
FORM 27 MEF COORDINATOR





2020 Form 27 MeF
We currently have three active partners:
CCH
Drake
UltraTax



2020 Form 27 MeF
• Returns are easy to file

• No need to mail federal returns

• Receipt confirmation



2020 Form 27 MeF Updates

• There were no major changes to the form 27 or the
electronic acceptance criteria.

• However, we continue to see common issues with business
MeF returns that can be prevented.



Common Form 27 MeF Rejections
• Rule F27-SCHY-1-652: Explanation required if the overall

discrepancy between the total workplace RITA wages reported
on payroll returns and the amounts reported on Schedule Y,
Step 2 for each municipality is: 1) greater than 10%; and (2)
greater than $5,000.



Common Form 27 MeF Rejections: 
Rule F27-SCHY-1-652:



Common Form 27 MeF Rejections:
Rule F27-SCHY-1-652:

• More often than not, this rejection reason occurs because Y-1,
line 1 was left blank.

• If we compare the number within a RITA municipality on
Schedule Y to a zero in this field, the return will be rejected as
the difference is outside the threshold amount. Please make
sure you are entering the Withholding amount inY1-2.



Common Form 27 MeF Rejections:
Rule F27-SCHY-1-652:

• If an actual discrepancy exists, please briefly explain
the difference.

• Note: When firing the error, we are not comparing
the amounts entered on the return to the amounts
in our system. For the purposes of the error, we
simply look for a difference and whether an
explanation exists.



Common Form 27 MeF Rejections:
Rule F27-FORMINCOME-310

• F27-FORMINCOME-310: Line 3C must equal the value of
3C% x 3B(iii).

• This rejection reason commonly stems from returns that
are trying to demonstrate 100% apportionment. Some
software companies require their users to complete
Schedule Y, even if the company has only one municipality.
In these cases, if Schedule Y is not fully completed, the 3C%
will be incorrect, causing the calculation error.



Common Form 27 MeF Rejections:
Rule F27-FORMINCOME-310



Common Form 27 MeF Rejections:
Returns rejected by IRS

• RITA return is linked to federal return
• If the IRS does not accept the federal return, RITA never

receives the municipal return.
• Preparers will not receive a rejection from RITA.
You will NOT receive any acknowledgement from RITA.



2020 Form 27 MeF Updates:

If your software company has not partnered with us, we encourage you to reach out to 
them and let them know the benefits of filing with RITA via MeF. 

We are looking forward to partnering with as many software vendors as possible.



2019 Form 27 MeF Updates:
Contact information
If you are having difficulty with a Form 27 MeF 
return, contact the Business Department at:
440-526-0900 option 2.



TECHNICAL TAX FAQS



Technical Tax FAQs

• Paycheck Protection Program (PPP) loans

• 163(J) Limitations

• §291 Adjustments

• §754 Adjustments

• Wage discrepancies

• Reporting Pass Through Income



Paycheck Protection 
Program (PPP) Loans

• Section 1102 of the CARES Act established the paycheck protection program to 
help businesses suffering due to the COVID-19 pandemic.  It provides small 
businesses with funds to pay payroll costs including benefits and may also be 
used to pay interest on mortgages, rent and utilities.

• As long as the funds were spent in accordance with the guidelines of the 
program, the loan would be eligible to be forgiven. See Section 1106(b) of 
the CARES Act.

https://www.congress.gov/116/bills/hr748/BILLS-116hr748enr.pdf

https://www.congress.gov/116/bills/hr748/BILLS-116hr748enr.pdf


Paycheck Protection Program (PPP) 
Loans
• In general, loan forgiveness or cancellation loan can result in federal 

taxable income, unless an exception applies. 

• The CARES Act created a new exception for PPP loans in section 
1106(i). 

TAXABILITY.—For purposes of the Internal Revenue Code of 1986, any amount 
which (but for this subsection) would be includible in gross income of the eligible 
recipient by reason of forgiveness described in subsection (b) shall be excluded from 
gross income. 

https://www.congress.gov/116/bills/hr748/BILLS-116hr748enr.pdf

https://www.irs.gov/pub/irs-drop/n-20-32.pdf

https://www.congress.gov/116/bills/hr748/BILLS-116hr748enr.pdf
https://www.irs.gov/pub/irs-drop/n-20-32.pdf


Paycheck Protection Program (PPP) 
Loans
• Since the loans are forgivable and not treated as income, many 

borrowers wanted to know if the expenses the funds were used 
toward would still be deductible. If not, borrowers may be saddled 
with a tax bill that is larger than expected.



Paycheck Protection Program (PPP) 
Loans
The IRS quickly shut down the idea of a double benefit of allowing the 
taxpayer to both exclude the income from the PPP loans AND deduct 
the expenses that were paid with the loan proceeds.



Paycheck Protection Program (PPP) 
Loans
IRS guidance issued:

• May 2020 -According to IRS guidance via IRS Notice 2020-32,
expenses paid with PPP loan proceeds were not deductible if 
payment of the expense results in forgiveness of any portion of the 
loan. 

https://www.irs.gov/pub/irs-drop/n-20-32.pdf

https://www.irs.gov/pub/irs-drop/n-20-32.pdf


Paycheck Protection Program (PPP) 
Loans
IRS guidance issued:

• November 2020- (Rev. Rul. 2020-27 addresses the issue of borrowers who 
pay expenses in 2020 but whose PPP loan is not forgiven until 2021, and a 
revenue procedure (Rev. Proc. 2020-51) that provides a safe harbor for PPP 
borrowers that have their loan forgiveness denied or who choose not to 
request loan forgiveness.

https://www.irs.gov/pub/irs-drop/rr-20-27.pdf

https://www.irs.gov/pub/irs-drop/rp-20-51.pdf

https://www.irs.gov/pub/irs-drop/rr-20-27.pdf
https://www.irs.gov/pub/irs-drop/rp-20-51.pdf
https://www.irs.gov/pub/irs-drop/rr-20-27.pdf
https://www.irs.gov/pub/irs-drop/rp-20-51.pdf


Paycheck Protection Program (PPP) 
Loans
IRS guidance issued:

• This obviously caused a lot of concern on behalf of taxpayers and many felt 
it was not the intent of congress to subject the very businesses they were 
trying to help with an unexpected tax bill.



Paycheck Protection Program (PPP) 
Loans
Congress steps in and creates a new bill, the Covid-related Tax Relief Act of 
2020, with additional aid and clarification on the deductibility of the 
expenses covered by PPP loans.  See subtitle B of Title II of Division N of the 
bill.

https://www.forbes.com/sites/anthonynitti/2020/12/21/stimulus-payments-
paycheck-protection-program-expense-deductibility-headline-tax-changes-in-
latest-covid-relief-package/?sh=66c89bcf168c

https://www.forbes.com/sites/anthonynitti/2020/12/21/stimulus-payments-paycheck-protection-program-expense-deductibility-headline-tax-changes-in-latest-covid-relief-package/?sh=66c89bcf168c


Paycheck Protection Program (PPP) 
Loans
Section 276 of Division N of the latest bill states that “no deduction shall be 
denied or reduced, no tax attribute shall be reduced, and no basis increase 
shall be denied, by reason of the exclusion from gross income.”

https://www.forbes.com/sites/anthonynitti/2020/12/21/stimulus-payments-
paycheck-protection-program-expense-deductibility-headline-tax-changes-in-
latest-covid-relief-package/?sh=66c89bcf168c

https://www.forbes.com/sites/anthonynitti/2020/12/21/stimulus-payments-paycheck-protection-program-expense-deductibility-headline-tax-changes-in-latest-covid-relief-package/?sh=66c89bcf168c


Paycheck Protection Program (PPP) 
Loans
President Trump ultimately signed the bill and we now have certainty on the 
exclusion from taxable income AND the deductibility of the expenses.



Paycheck Protection Program (PPP) 
Loans

How does this affect the RITA return?

We follow the federal return so we will not tax 
forgiven PPP loans and we will allow expense 
deductions reflected on the federal return.



163(J) Limitations under the TCJA and 
the Impact on the Form 27
For tax years beginning after December 31, 2017, the deduction for business interest expense is limited for C 
corps with a 3 year average gross receipts of $25M or more to the sum of:

• Business interest income

• 30% of adjusted taxable income (not less than zero)*

• Floor plan financing interest

For affected C corps, the limitation will already be included in the “start number” line 28. 

* Section 2206 of the CARES act changed this to 50% of ATI for tax years beginning in 2019 and 2020.

https://www.congress.gov/bill/116th-congress/senate-bill/3548/text?q=product+actualizaci%C3%B3n



163(J) Limitations under the TCJA and 
the Impact on the Form 27

Adjusted Taxable Income (ATI) calculation

The IRS describes how to calculation the ATI for use in determining the limitation:

ATI is calculated by taking the taxable income for the taxable year as if section 163(j) does not limit any interest 
deduction, and then adding and subtracting from it certain amounts for the taxable year:

Additions: business interest expense; net operating loss deduction; deduction for qualified business income 
under section 199A; depreciation, amortization, or depletion deduction; capital loss carrybacks or carryovers; 
and any deduction or loss not properly allocable to a non-excepted trade or business.

Subtractions: business interest income; floor plan financing interest expense; the lesser of (i) gain realized on 
sale or disposition of property or (ii) deductions for depreciation, amortization or depletion taken for such 
property during a tax year beginning after 2017 (and similar adjustments for sales or dispositions of property 
held by a partnership or member of a consolidated group upon the sale or other disposition of the partnership 
interest or stock of the member); and any income or gain that is not properly allocable to a non-excepted trade 
or business.

For taxable years beginning after 2021, deductions for depreciation, amortization, or depletion are not taken 
into account in calculating ATI.

Certain other adjustments apply for some types of taxpayers. See §1.163(j)-1(b)(1) of the proposed 
regulations(IRS.gov).

https://www.irs.gov/newsroom/basic-questions-and-answers-about-the-limitation-on-the-deduction-for-
business-interest-expense

https://www.irs.gov/newsroom/basic-questions-and-answers-about-the-limitation-on-the-deduction-for-business-interest-expense


163(J) Limitations under the TCJA and 
the Impact on the Form 27
Interest Expense Limitation Exceptions

• Taxpayer meets $25 million gross receipts test

• Qualified personal service corporations

• Electing real property trade or business

• Electing farm business

• Regulated public utility

https://www.irs.gov/newsroom/basic-questions-and-answers-about-the-
limitation-on-the-deduction-for-business-interest-expense

https://www.irs.gov/newsroom/basic-questions-and-answers-about-the-limitation-on-the-deduction-for-business-interest-expense


163(J) Limitations under the TCJA and 
the Impact on the Form 27

Important Info regarding Partnerships and S-Corps

• S-Corps and Partnerships (and potentially even Pro Forma C Corp 
returns) that are subject to this limitation must make an adjustment 
to be taxed “as if” they were a C corp under ORC 718.01(E).

• Non C Corp taxpayers should have an ADD BACK on the AFTI 
worksheet or Schedule X for any years where the deduction would 
have been limited if the taxpayer were a C corp. 

• Any “disallowed business interest expense carryforward” 
DEDUCTION may be carried forward in a subsequent year if the 
taxpayer has not exceeded its limitation to utilize some or all of this 
previously disallowed expense. Note this is very similar to a 
Charitable Contributions adjustment/ carryover.



IRC §291 adjustments
• The portion of the gain classified for federal tax purposes as IRC section 1250 gain is taxable 

and is included in the net profit subject to apportionment. 

• The taxable portion is normally referred to as depreciation recapture. 

• The Ohio Revised Code requires partnerships and S-corporations to calculate their 
depreciation recapture as if these taxpayers were a C corporation. 

• C corporations must make the IRC section 291 adjustment when calculating their 
depreciation recapture on the sale of a section 1250 asset. 

• The section 291 adjustment increases the amount of depreciation recapture (1250 gain). 



IRC §754 adjustments
• ORC section 718.01 defines taxable net profit, and requires 

partnerships to calculate their municipal taxable net profit as if 
the partnerships were C corporations. When one owner of a C 
corporation sells his/her ownership interest (stock) to a new 
owner, the C corporation does not take any deduction on its 
return related to that transaction. 
• Thus, a partnership cannot claim an IRC section 754 adjustment given the fact 

pattern above.

• However, if a C corporation purchases an ownership interest in an 
existing partnership, the C corporation can claim the IRC section 
754 adjustment on its return. Thus, if a partnership purchases an 
ownership interest in an existing partnership, the purchasing 
partnership can claim the related the IRC section 754 adjustment 
on its return.

• The IRC section 754 adjustment is allowed only on the return of 
the purchasing partner.



Net Profit to Withholding Wage Issues
• RITA compares the wages reported on the Form 27 Net Profits Tax 

Return to the amount of withholding tax reported throughout the year. 
• An explanation is required if a discrepancy exists that is:

1) More than $5000 and 
2) More than a 10% difference

• RITA provides you with the opportunity to explain that discrepancy on 
page 4 of the return in Section Y-1.

• If there is a variance outside of the threshold stated above and no 
explanation is provided, your client will receive a letter from RITA. 



Net Profit to Withholding Wage Issues



Net Profit to Withholding Wage Issues:

There are many reasons that these amounts may be different and many are 
legitimate. Some examples include:

• S Corp shareholder health insurance (make sure to add back on Schedule X, 
Line D.)

• Wages exempt from withholding due to being related to a cafeteria plan.

• Wages for employees under 18 in municipalities that do not tax these wages.

• Withholding under one or more different FEINs.

• Tips



Net Profit to Withholding Wage 
Issues:

Examples of explanations that DO NOT satisfy the discrepancy:

• One employee worked in Florida.

• They will never match.

• We did not withhold on certain employees.

• We withhold residence tax. Additional action required ONLY if the 
payroll tax was not properly reported.

• We withhold where our employees live, not where they work.



Net Profit to Withholding Wage Issues:
Prevention is Key - Action is necessary

• Use Y-1. Every. Single. Year.

• Remind your clients to forward all correspondence from RITA to you immediately.

• Do not ignore these letters, even if you are certain no tax is due. We will eventually charge any under 
withholding or additional net profit tax on taxpayers that did not reply. Your client will get a bill for tax, 
penalty, and interest. 

• How the payroll is reported is important and will impact our expectations. When considering how to 
respond to a notice, consider whether taxes were appropriately reported as workplace tax or residence 
tax. If taxes are reported as workplace wages, we will expect those wages on the net profit return.

• Call us with questions or before doing a lot of work. If the net profit return shows $500,000 in wages 
and the withholding tax was paid on $100,000 do not simply amend the Form 27 Net Profit Return to 
show $100,000. We will not process it without a reasonable explanation.



Net Profit Issues:
Pass Through Income/Losses

• Partnership Reporting at the Entity Level: All partnerships are 
required to file at the entity level effective with tax years 
beginning on or after 1/1/16. Municipalities that previously taxed 
the individual partners now tax the entity. 

• As a result, there are no longer refundable partnership credits.

• We continue to see taxpayers attempting to pay the tax at the 
individual partner level.

• Keep in mind this does not change the fact that residents are still 
required to report partnership income on their resident returns. 



Net Profit Issues: 
Pass Through Income/Losses

Flow through income and losses 
are excluded from AFTI under 
ORC § 718.01(D)(9)& §
718.01(D)(10). Prior to 2016, pass 
through income had to have been 
previously reported to a 
municipality in order to be 
excluded from income.

• Make an adjustment on 
Schedule X, Line P



Net Profit Issues:
Pass Through Income/Losses

DO NOT:
• Take credit on Page 1 for PTE payments/credits.
• Alternate method requests- No alternate method is needed 

to exclude this income.
• Include PTE property, wage, and sales figures in Schedule Y.



Net Profit Issues: 
Pass Through Income/Losses: EXCEPTION

If the annual 718.06(E)(3)(b) election is made, 
the PTE’s property, payroll, and gross receipts 
ARE included in Schedule Y.

718.06(E)(3)((b) Include the pass-through entity's net profit or loss in the 
consolidated federal taxable income of the affiliated group and, for the 
purpose of making the computations required in section 718.02of the 
Revised Code, include the property, payroll, and gross receipts of the 
pass-through entity in the computation of the affiliated group's net 
profit sitused to a municipal corporation…



Net Profit Issues: 
Pass Through Income/Losses: EXCEPTION

• A corporation filing a consolidated municipal return can make the 
annual 718.06(E)(3)(b) election to include in the group’s income the 
profit or loss of a pass through entity in which it owns at least 80%. 



Questions From the Audience



NET PROFIT OPT - INS

ALICIA KLINE
BUSINESS DEPARTMENT MANAGER



Background:

• A quick recap:

• Summer of 2017 HB 49 passed.
• Stated the Ohio Department of Taxation could collect and 

redistribute Net Profit municipal revenue.
• No substantive improvement to uniformity:

• New codes specific to Opt in accounts: ORC 718.80 – 718.95
• No change to centralization collection: 

• OBG as a filing method already existed
• Registration begins – October 2017 for 2018 tax year



Note:
Sole proprietors ~ Schedule C filers cannot 
opt-in 



Opting In - Dates & Tax Years

• The cut off to file your Net Profit tax return for the current year 
is the 1st day of the 3rd month after the beginning of that tax 
year.
• Calendar filers wanting to file 2021 with State have until 

March 1 to elect to do so.



Choose the Right Link



•If you’ve Opted-In:

• RITA CAN NOT accept your filing or payment
• We must reject them and refund any dollars back to 

you
• A notice will be sent for your records



Converting Data:



Transfer of Taxpayer Information (TTI)

• File Consolidated?
• Have an Alternate Method?
• Have any ORC Credits to track?



Transfer of Taxpayer Information (TTI) con’t 

• Any Credit Carryforwards?
• If so, for what municipality?
• how much?

• Any Net Operating Loss’s (NOL’s)?
• if so, for what municipality?
• how much?
• pre / post?
• how many years remaining?



Discrepancies?

• If any discrepancies in Credits or NOL’s

• Contact RITA – Leah Patton x6692



Converted Credit Concerns

•Once a credit always a credit
•So?



RITA Payments & Credits

• Estimates are created from the Net Profit Tax 
Return, estimate Form 20, or RITA generated 
during forms processing

• Apply payments and/or reallocate credits as 
needed to cover tax liabilities  



What happens if you have too much credit 
converted?

Must request a refund 



Quick Illustration #1

• Fact Pattern:

• Opted in 
• $50,000 paid into City A rolled as a credit carryforward and converted to 

ODT
• File return with ODT 
• Request refund or reallocation to pay City B





Quick Illustration #1 con’t

• Fact Pattern:

• Opted in 
• $50,000 paid into City A rolled as a credit carryforward and converted to 

ODT
• File return with ODT with a liability = $2,500
• Request refund
• State = $0,   Call RITA for $47,500 to begin the refund process



Illustration #2

• Fact Pattern:

• Opted in 
• $50,000 converted to ODT 2018
• Yr 1 (TY 2018) File return with ODT with a liability of $2,500
• Yr 2 Make estimated extension payment to ODT = $10,000
• Yr 2 (TY 2019) File return October 2020 with ODT with a liability of $4,200
• Refund requested



How much are you getting…

…and who are you getting 
it from?



Taxpayer’s perspective:

$50,000  credit
+$10,000 payment

$60,000  Total -

$2,500  2018 Liability
+$4,200 2019 Liability

$6,700   Total 

Refund = $53,300



Refund request = $53,300

ODT Refund check = $10,000



RITA records:

• $50,000 credit

• $50,000 refund? 



RITA records:

$50,000 credit

$50,000 refund? 



Illustration #2 concluded

• Fact Pattern:

• Opted in 
• $50,000 converted to ODT 2018
• Yr 1 (TY 2018) File return with ODT with a liability of $2,500
• Yr 2 Make estimated extension payment to ODT = $10,000
• Yr 2 (TY 2019) File return October 2020 with ODT with a liability of $4,200
• Refund requested

• State = $10,000   Call RITA for $43,300 to begin the refund process



Amending Taxpayer Transfer of Information

• Don’t need credit refunded
• Just need it transferred/reallocated to a different 

municipality
• RITA to RITA transfers
• Must be limited to 2 jurisdictions
• Must balance
• Contact RITA x6692



Payments

• One lump sum payment each month for all 
payments received in the month before last month
• For which taxpayers?
• How much?
• To which munis?
• Any payment for penalty and interest?

• Why does RITA care? 
• Why do you care?



Payment Illustration – Taxpayer/Preparer
• Fact Pattern:

• Opted In starting in tax year 2018
• Had $50,000 credit
• 2018 & 2019 good years – used up all credit
• Make quarterly payments to 2019 of $10,000 each (total $40,000)
• Decide to Opt Out for 2020
• File return 2020 return with RITA
• Take credit for $40,000 paid to the State

** The only way we would be able to give you credit is if we kept track of all 
the payments made by company, by municipality, by amount.



Payment Illustration – Municipality
• Fact Pattern:

• Opted In starting in tax year 2018
• Had $50,000 credit
• 2018 & 2019 good years – used up all credit
• Make quarterly payments to 2019 of $10,000 each (total $40,000)
• Decide to Opt Out for 2020 Stay Opted In
• File return 2020 return with ODT
• Request refund $40,000 paid to the State
• State issues $40,000 refund
• State bills municipality(ies)

** Prudent accounting principles / business practice requires verification



No

button



Additional Factors - Timing

• Information can’t be converted immediately upon 
notification
• last return prior to opt in needs filed …and processed

*Opt in today January 15th 2021 – Opt in year is 2021. Tax 
Year 2020 return and extension return if applicable still filed 
with RITA.  Return is filed in October.  Give us 45 days to 
process your return; its November 30th.



Additional Factors - Timing

• Information can’t be converted immediately upon 
notification

• last return prior to opt in needs filed …and processed
• Verification of information: RITA’s records to Taxpayer records

• Liabilities, credits (New members converting IN to RITA)
• NOL’s

• By amount, municipality, remaining years



Additional Factors – Cash Flow

• Opt in today January 15th 2021 – Opt in year is 2021.
• Tax Year 2020 return and extension return if applicable still 

filed with RITA. 
• Return is filed in October.  
• 45 days to process your return; its November 30th.
• It can take up to 90 days to process a refund request, but 

lets assume we issue it in 60.  It’s now December 15th. 
• The taxpayer needed to make estimated payments to the 

State while waiting for the refund they had with RITA.



Errors Happen

• Wrong Municipality 
• Confusion between JEDD’s, JEDZ’s, ENTPZ’s
• Mistake Township borders

• Potential implications
• Refund due
• Delay of pending refund
• Jeopardize agreements between the company and the municipality

.



HB 49 Supreme Court Case Decided

The State has the right to administer municipal net profit tax…
…but the court also ruled in that opinion that the State can’t 
charge anything to do it.  

So whereas before they were charging a ½% fee, they are no 
longer able to charge the munis for this service.

More on this in the next segment.



50 Years of Municipal Income Tax Administration



Final Points
• If you decide to Opt Out:

• Deadline for calendar filers is March 1st

• Contact us to establish an estimate

• If you decide to Opt In:
• Notification – confirmation with effective year
• Indicate on the last return due to be filed with us that NO estimate 

for the subsequent year needs created

• OBG available for either option
• MEF is better 



Thank you!



MUNICIPAL INCOME TAX  
LEGISLATION, LITIGATION & MISCELLANY

AMY ARRIGHI BOB MEAKER
CHIEF LEGAL COUNSEL CHIEF OF TAX OPERATIONS



Battling In Court –An Update  

Ohio House Bill 49 (132nd General Assembly)
• Provided business net profit taxpayers the option to have 

municipal net profit tax administered by the Ohio Tax 
Commissioner instead of municipalities or third party 
administrators, like RITA.  

• Tax Commissioner becomes the administrator for municipal tax 
upon a taxpayer “opting in”.

• Municipalities to be charged a .5% fee by the Tax Commissioner, 
with the fee being withheld by the State from the municipalities’ 
income tax collections.  
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Battling In Court – An Update 

Nearly 200 Ohio municipalities, in two Ohio Supreme 
Court cases, challenged the constitutionality of the “opt-
in” and other provisions of House Bill 49. 
• City of Athens v. Joseph A. Testa [Jeff McClain], Case No. 2019-693 

originally filed by the City of Elyria and others in the Lorain 
County Common Pleas Court; and

• City of Athens v. Joseph A. Testa [Jeff McClain], Case No. 2019-
696 originally filed by the City of Athens and others in the 
Franklin County Common Pleas Court. 
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Battling In Court – An Update 

On November 5, 2020, the Ohio Supreme Court 
ruled that the opt-in provision is not
unconstitutional and that providing for such a 
structure is within the General Assembly’s 
constitutional authority to limit or restrict 
municipal taxation; BUT
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Battling In Court – An Update 
The court also found that the State had no authority to 
impose the .5% fee, 
“We conclude that whether the .5 percent retention is 
viewed as a fee or as a tax, the General Assembly had no 
authority to impose it.”  

Since the Opt-In provisions first went into place the 
State has collected nearly $700,000 in these fees that it 
“had no authority to impose”.      
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Battling In Court – An Update 
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Legislative Update  
Ohio Amended Substitute House Bill No. 197 

• Effective March 27, 2020 

• Contained Various COVID-19 relief provisions
• Extended state and municipal tax filing deadline, and due date of 

first quarter estimated payments, to July 15, 2020.
• Extended/tolled statutes of limitations and court filing deadlines; 
• Permitted public meetings to be held electronically; 

• Our Focus Will Be on Section 29 – Municipal Income Tax 
Withholding. 
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H.B. 197, Section 29

• Notwithstanding section 718.011 of the Revised Code, and for 
the purposes of Chapter 718. of the Revised Code, during the 
period of the emergency declared by Executive Order 2020-01-
D, issued on March 9, 2020, and for thirty days after the 
conclusion of that period, any day on which an employee 
performs personal services at a location, including the 
employee’s home, to which the employee is required to 
report for employment duties because of the declaration, 
shall be deemed to be a day performing personal services 
at the employee’s principal place of work.  
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DETOUR – The Occasional Entrant Rule 
• The Basic Occasional Entrant Rule:

• An employee must perform services in an occasional entrant 
municipality for 20 days before the employer is required to 
withhold tax for that municipality for that employee.

• For the first 20 days that the employee is in the “occasional 
entrant” municipality, the employer withholds only for the 
principal place of work municipality.

• Once the 20 threshold is exceeded, the employer must begin
withholding for the employee on the 21st day for the 
“occasional entrant” municipality. 
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H.B. 197, Section 29

• Notwithstanding section 718.011 of the Revised Code, and for 
the purposes of Chapter 718. of the Revised Code, during the 
period of the emergency declared by Executive Order 2020-01-
D, issued on March 9, 2020, and for thirty days after the 
conclusion of that period, any day on which an employee 
performs personal services at a location, including the 
employee’s home, to which the employee is required to 
report for employment duties because of the declaration, 
shall be deemed to be a day performing personal services 
at the employee’s principal place of work.  
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H.B. 197, Section 29
• Why was this language important? Acted to stabilize things for municipalities and 

employers

• What did it do?  Allowed employers to continue withholding for the PPofW
municipality if employees were working at home because of the State of 
Emergency and kept municipal revenue stable.  

• Unanswered questions as we move forward:
• After almost ten months of working at home, or working a hybrid of at home and onsite, 

have employees’ principal places of work changed?  Can the PPofW change or does it 
remain fixed at the location it was on March 9, 2020? 

• Who is still “required” to work at home due to the State of Emergency? And “required” by 
whom/what – Health Orders, employer, an employee’s medical providers? 

• One of the biggest unanswered questions: whether employees can get refunds from the 
PPofW municipalities to which their withholding has continued to be paid while they’ve 
worked from home.  
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May an Employee Working from Home 
Apply for a Refund from the PPofW City?

• Absent Section 29, under the 20-day rule, while the EMPLOYER may withhold for the 
PPofW city only until the employee has worked at least 20 days from home, the 
EMPLOYEE still had the option of applying for a refund from the PPofW city and 
paying tax in the home city. 

• Does Sec. 29 change this, so that an employee cannot apply for a refund from a PPofW
city?
• Argument that refund is permitted: Sec. 29 effectively extends the 20 day rule during the 

declaration of emergency, so that it simplifies the employer’s withholding but still gives the 
employee the choice of whether to be subject to tax at the PPofW or the home jurisdiction

• Argument that refund is not permitted: Sec.. 29 says not only “notwithstanding section 
718.011” (the employer withholding section, but also “and for purposes of chapter 718.” (the 
entire municipal income tax statute), the employer working from home during the 
declaration is “deemed” to be working at the PPofW
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Section 29 Litigation May Answer 
Many of These Questions
• The Buckeye Institute, et al v. Megan Kilgore, et al, 

Franklin County Common Pleas Court Case No. 20-CV-004301 
• The Buckeye Institute and three of its employees filed suit on July 2, 2020 against 

the City of Columbus City Auditor and the State of Ohio.
• The Buckeye Institute is an employer with an office in the City of Columbus.  The 

Columbus office is (or was?) the principal place of work of the three employees.  
• In response to the State of Emergency and the Ohio Director of Health’s Stay at 

Home Order,  Buckeye Institute sent all employees to work from home beginning 
on March 18, 2020.  The three plaintiff employees all live outside of the City of 
Columbus. 

• Pursuant to Section 29 of H.B. 197,  Buckeye Institute continued to withhold 
Columbus income tax from the wages of the three employees while they worked 
from home.  
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Section 29 Litigation (Continued)

• The Buckeye Institute, et al v. Megan Kilgore, et al, 
Franklin County Common Pleas Court Case No. 20-CV-004301 
• On June 7, 2020: 

Two of the plaintiff employees returned to the Columbus office to work, while one 
of the employees continues to work from home. 

• On June 12, 2020: 
The employees, by letter to the Columbus City Auditor, objected to the 
withholding for the City of Columbus for work performed from their homes, and 
requested a refund of the tax paid to Columbus. 

• Plaintiffs allege the City Auditor did not respond to the request, causing them to 
file the litigation on July 2, 2020.

• Comment: How many of us approve or deny non-routine refund requests within 3 weeks?
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Section 29 Litigation (Continued)

• The Buckeye Institute, et al v. Megan Kilgore, et al, 
Franklin County Common Pleas Court Case No. 20-CV-004301 

The Plaintiffs:
• Seek a declaration that Section 29 of H.B. 197 is an unconstitutional violation of their 

Due Process rights under the United States and Ohio Constitutions because the 
income taxed by Columbus under Section 29 of H.B. 197 was not earned in Columbus.  

• Have asked the Court to enjoin the collection of what they characterize as an “illegal 
tax”. 

The employee plaintiffs seek for themselves a refund from Columbus of the tax paid to 
Columbus on wages they earned outside of Columbus while working from home.  
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Section 29 Litigation (Continued)

• The Buckeye Institute, et al v. Megan Kilgore, et al, 
Franklin County Common Pleas Court Case No. 20-CV-004301 

The Defendants:
• Have asked the Court to dismiss the case.    
• Argue that Section 29 is not unconstitutional because the General  Assembly has the 

authority to provide for the allocation of municipal income tax amongst Ohio 
municipalities, and that is what Section 29 does.  

• Further argue that the plaintiffs’ constitutional Due Process claims have no merit as 
the matter at hand is an intrastate matter, not an interstate matter and the state is 
permitted to provide for a tax on its residents.    

• Also point to tax structures in other states, including the State of New York’s 
“convenience of the employer” rule, which has been found to be constitutional. 
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Section 29 Litigation (Continued)

• The Buckeye Institute, et al v. Megan Kilgore, et al, Franklin County 
Common Pleas Court Case No. 20-CV-004301 
• All briefing on the Motion to Dismiss was complete as of October 7, 2020.
• Due to the retirement of the originally assigned judge – a new judge has taken over.
• Court will issue a decision on the Motion to Dismiss.
• If the case is dismissed the plaintiffs may appeal to the Tenth District Court of 

Appeals.
• If the case is not dismissed, it will proceed on the case schedule set by the court, 

which anticipates a trial on July 7, 2021, if not disposed of earlier by other 
motions. 

• In other words, it could be quite some time before we know the answer to the 
refund question and the other questions raised in the case. 
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Refund Requests – RITA Approach

• “Days out” refund requests related to COVID-19 remote 
work/work from home will be held until litigation is resolved.

• Updates have been made to the RITA Form 10A to identify and 
segregate these requests, and to notify taxpayers that the 
requests will be held in a suspended status until litigation is 
resolved. 

• MyAccount updated to advise taxpayers checking refund status 
that requests related to remote work/work from home due to 
COVID-19 are suspended until litigation resolved. 
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Refund Requests 
– RITA Form 10A

173



Refund Requests –
RITA Form 10A
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Refund Requests – RITA Form 10A

MyAccount Refund Status Display
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Refund Requests – RITA Form 10A

Refund FAQs For Individuals
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THANK YOU!
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